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Looking  to  manage  and  improve  your  software  infrastructure?  You're  not  alone. 

What's  your  infrastructure  like?  Is  it  a  little  bit  of  this,  a  little  of  that — and 
littered  with  broken  promises?  Then  you  need  PLATINUM  technology.  We've  helped 
over  10,000  customers  worldwide  maximize  their  IS  service  levels  and  gain  greater 
competitive  advantage. 

We  do  it  by  making  your  systems  work  to  their  full  potential.  Your  existing 
software  works  more  productively.  Your  service  levels  increase.  And  you  can  actually 
use  data  to  your  advantage  in  the  marketplace.  No  one  else  offers  software  with 
the  service  and  payout  we  deliver. 

We're  committed  to  helping  our  friends  succeed.  And 
we  know  you  have  the  passion  to  be  the  best.  You're  not  alone. 

technology 


PIATIKUH 


Visit  our  Web  site  at  www.platinum.com,  call  us  at  1-800-850-PLAT  or  e-mail  us  at  info@platinum.com 


You  thought  it  all  came  together  out  here. 

No  obstacles. 
No  false  hopes. 


Because  with  every  patch  of  blue 
becoming  a  distant  memory,  you  heard  a  voice 
A  voice  that  said  you  could  do 
anything  you  wanted  to  do.  Anything. 


Who's  there  for  you  now, 
when  you  need  something  extra  to  take 
your  business  to  the  next  level? 
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The  Ralph  Lauren  Purple  Lab 
suit  has  all  rhe  integrity  of  ol( 
"world  craftsmanship.  Made  mo 
ly  by  hand,  each  piece  is  constructs 
individually  so  it  molds  to  the  body  wii 
strong  shoulders,  a  narrow  torso  and  a  ch^ 
elled  waist,  creating  a  powerful  eleganc! 


THE     POWER     OF     A     PERFECT  SUIT 


H  E   E  V  E  R  Y  D  A  Y 

:ONQUEROR 


JIMMY  SLT 

Cargo  space  accommodates  all  riding  gear. 
Luxury  and  style  for  formal  occasions. 
Bikes  fit  easily  in  back  or  on  available  rack. 
Available  shift-on-the-fly  four-wheel  drive 
helps  ensure  perfect  attendance  at  classes. 


]  IMMY 


COMFORTABLY 
IN     C  O  M  M  A  N  D'» 


POR  MOR).  IM  OkMATtON  GALL 


TOLL-FREE  l-SSS-^?-!!?^;^ Y  OR  VISIT  OUR  WEBSITE  AT  www.gmc  conU jimmy 
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Read  any  good  investment  strategies  lately?  The  choices  can  be  daunting,  especially  when 
you're  making  them  for  your  employees.  Unless,  of  course,  you  know  someone  who 
can  help.  Someone  who  offers  a  comprehensive  array  of  top  rated  investments  for  your  company's 
401  (k)  plan.  Someone  who  actively  monitors  those  selections.  And  someone  who  just  happens 
to  be  ranked  #1  in  client  service.*  That  someone  is  CIGNA.  For  details,  j/Bf 
call  1.800.997.6633.  You'll  find  It  a  very  rewarding  exercise. 


Cigna  Retirement 
Investment  Services 

A  Business  of  Caring. 
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Loctite,  20 

Ong,  John,  61 

Spielberg,  Steven,  44,  74 

Yongchaiyudh,  Chavalit,  37 

Lopez  de  Arriortua, 

Oppenheimer,  Andres,  46 

Sprint,  116 

Yung,  Larry,  52 

Jose  Ignacio,  42 

Oracle,  134 

St.  Joe  Paper,  16 

LucasVarit)',  61 

Standard  &  Poor's 
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Lucent  Technologies,  48,  116 

HHHi  P 

(  McGraw-Hill),  90 

Zapert,  Radek,  100 

Lynx  ln\'estment  Advisory,  90 

P&G,  134 

Stefani,  Gwen,  40 

Ziying,  Chen,  52 

Pacific  Telesis,  100 

Stone  Container,  16 

Packard  Bell,  48 

Stone,  Roger,  16 

Macy's  (Camdev),  70 

PaineWebber,  16 

Sui,  Anna,  70 

Madonna,  100 

Panamerican  Beverages,  124 

SunAmerica,  24 

Mafco,  134 

Pemex,  46 

Sunley,  Johnathan,  82 

MainStay  fluids,  121 

Penzias,  Arno,  74 

Swire  Pacific,  52 

Malhotra,  Yogesh,  24 

Pepper,  Robert,  24 

Swiss  Re,  100 
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or  was  it  the  miles? 


f  course,  nobody  worships  miles  like  they 
)  heroes.  But  when  you  use  your 
tibank  A*'Advantage®  card,  you'll 
,rn  one  AAdvantage  mile  on 
nerican  Airlines'  for  every  dollar 
'U  spend.'  And  over  12  million 


AnMricanAMtMS* 


A«A  cmBAN<o 

/iSWvantage 


Ame  ri  caniirfifie*' 


/j*A  CITIBANKO 

>s&\dvarrtage 


4128  OOia  3^5b 


V/SA 


locations  gladly  accept  the  Citibank 
AAdvantage  card.  So  you'll  have  plenty 
of  opportunity  to  earn  miles  when 
you  tip  your  cap  to  the  old  greats. 
To  apply,  call  I-800-FLY-4444. 


Never  miss  another  mile 


The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan-Dec  billing  statements).  American  Airlines  AfAdvantage  Platinum'  and  A'Advantage  Gold* 
imbers  are  excluded  from  this  limit  Amencan  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  ar?  registered  trademarks  of  American  Airlines,  Inc.  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations, 
travel  awards,  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice.The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota).  N.  A.  ©  1 997  Citibank  (South  Dakota),  N.A.  Member  FDIC 


WE'RE  MAKING 

Why  is  this  man  smiling? 
Because  he's  in  the  middle  of  his 
finest  growing  season  ever.  One 
productive  acre  after  another. 

FARMERS  MORE 

And  while  he  thanks  his  lucky 
stars,  he  also  has  Bayer  to  thank. 
Because  of  our  crop  protection 
products,  farmers  across  America 

OUTSTANDING 

can  keep  their  fields  free  from 
weeds,  diseases  and  destructive 
insect  pests.  Making  for  better 
harvests  and  creating  a  more 

IN  THEIR 

abundant  food  supply  During 
the  past  50  years,  Bayer  has 
developed  products  for  more  than 
100  different  crops.  Making  sure 

FIELDS. 

that  whether  it's  corn,  wheat, 
cotton  or  soybeans,  we  can  help 
every  farmer  reach  the  highest 
potential  in  their  chosen  fields. 

Bayer 


WE  CURE  MORE  HEADACHES  THAN  YOU  THINK. 

Bayer  is  an  international,  research-based  company  in 
health  care,  chemicals,  and  imaging  technologies. 
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Philanthropist  or  charlatan? 

Richard  Morais  confesses  he  had  a 
rather  benign  view  of  George  Soros 
before  he  set  about  investigating  the 
billionaire  speculator's  political  activ- 
I'ties.  "I  thought  Soros  a  bit  loopy," 
says  our  London  correspondent, 
"but  here  was  a  guy  who  challenged 
the  all-mighty  Bank  of  England  and 
won,  and  he's  flying  about  Eastern 
Europe  doing  all  these  good  deeds.  I 
was  a  big  fan  of  Soros.  He  was  using 
his  great  wealth  to  help  people." 

Disillusion  set  in  when  Morais  vis-     Richard  Morals 
ited  Soros'  native  Hungary.  "I  was 
deeply  shocked  when  I  saw  that  many 

people  here  were  deeply  afraid  of  him.  I  talked  to  Hungarian  dissi- 
dents who  had  been  out  in  the  cold  in  the  days  when  Soros'  ex- 
Communist  friends  were  in  power.  These  old  dissidents  were  clear- 
ly afraid  of  Soros'  local  operatives."  In  the  U.S.  and  Western 
Europe,  most  people  are  mildly  amused  at  Soros'  pretentious, 
incomprehensible  musings  about  economics  and  politics.  But  in  the 
evolving  societies  of  Eastern  and  Central  Europe,  he  may  be  doing 
a  great  deal  of  harm.  "Beware  of  billionaires  bearing  gifts"  starts  on 
page  82. 

The  author,  a  13-year  Forbes  veteran,  has  been  in  London  for  11 
years  and  has  covered  everything  from  restaurants  and  travel  to  high 
finance.  A  graduate  of  Sarah  Lawrence,  he  is  fluent  in  three  languages. 

Index-o-mania 

We  at  Forbes  have  seen  a  few  market  manias  in  our  time  and  we 
recognize  the  signs.  We  see  some  right  now.  After  years  of  being 
thought  of  as  dull  and  unimaginative,  index  fluids  have  suddenly 
become  hot.  Mania-hot,  in  Gretchen  Morgenson's  view.  "A  lot  of 
the  folks  who  are  buying  these  index  funds  don't  know  what  they 
really  are,"  Morgenson  says.  "And  yet  they're  pouring  money  into 
them  with  abandon.  They  seem  to  think  a  fiind  mirroring  the  s&P 
500  is  safer  than  most  stocks.  One  of  these  days  they  are  going  to 
get  a  terrible  shock."  In  "What  the  sales  brochure  didn't  tell  you," 
starting  on  page  90,  Morgenson  explains  why. 

Flight  simulators  for  business 

Rita  Koselka  says  she  first  learned  about  a  new  kind  of  computer 
simulation  at  the  Santa  Fe  Institute's  summer  school.  At  this  acad- 
emy for  the  study  of  complexity  and  its  ramifications,  she  met  sci- 
entists who  use  computer  simulations  to  study  how  large  numbers 
of  people  will  react  to  changing  economic  and  cultural  phenome- 
na. This  isn't  your  ordinary  "If  prices  drop  by  5%,  unit  sales  will  go 
up  8%"  kind  of  thing.  It  is  a  far  more  ambitious  effort  to  use  com- 
puters to  mirror  the  complexity  and  variability  of  the  real  world. 
Think  of  this  as  an  effort  to  create  the  equivalent  of  flight  simula- 
tors for  the  business  world.  In  "Playing  the  game  of  life,"  starting 
on  page  100,  Koselka  explains. 

(11/. 

Editor 


14 


Forbes  ■  April  7,  1997 


Aren't  you 
trying  to  save 

money? 


We're  here 
with  research^ 
tools  and  unbiased  help. 


Wasn't  this  the  year  you  said  you 
were  going  to  do  your  ira  early? 


|[^E  Source]" 

Over  600 funds, 
0  loads. 


CALL  NOW  AND 
GET  OUR  FREE 
PERSONAL 
GUIDE  TO 
RETIREMENT 
PLANNING. 


One  phone.  10  minutes.  Hallelujah,  th 


ere  s  still  time. 


Call  Schwab's  IRA  Express'"  today  and  open  your  IRA  in  about 
10  minutes.  Then  put  it  to  work.  With  easy  strategies  for  diversifying. 
Over  600  no-load  funds.  A  whole  toolbox  of  ways  to  measure 
performance.  And  all  the  unbiased  help  you  need.  No  minimum  to 
open  and  no  annual  fees  for  life,  with  a  balance  of  $10,000  by  9/15/97.  But  don't 
wait,  or  you  won't  be  early  anymore. 


1 


8    0  0 


N  0 


LOAD 


IRS  regulations  require  the  signed  account  application  and  contribution  be  returned  to  Schwab  (postmarked  by  4/15/97)  to  be  eligible  as  a  1996  tax-year  con- 
tribution. Prospectuses  containing  more  complete  information,  including  management  fees,  charges  and  expenses,  are  available  from  Schwab.  Please  read 
carefully  before  investing.  $29  fee  lor  Accounts  with  annual  assets  below  $1(),U()(),  Set-up  and  niainicnance  fees  for  certain  IR.\  assets  still  appl),  ©1997  Charles  Schwab  & 
Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (4/97) 
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The  Way  It  Should  Be. 
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Roger  Tamraz 
Wheeler-dealer. 


Baksheesh  in  the 
White  House 

"I  WAS  OVERINSI'ECTED  and  checked 
because  of  articles  like  yours,"  says 
Roger  Tamraz,  the  Lebanese  oil 
financier  and  subject  of  a  July  4, 
1994  Forbes  article.  He  is  describing 
the  checks  he  had  to  undergo  before 
being  admitted  to  the  White  House 
and  an  audience  with  Bill  Clinton. 

Those  visits — 
we  talked  about 
Middle  Eastern 
politics,  says 
Tamraz — have 
eft  the  media 
wondering:  Why 
did  this  contro- 
versial business- 
man get  access 
to  the  White 
House?  Why  did 
the  CIA  apparent- 
^^^H  ly  encourage  the 

visits.^  Could  they 
be  connected  with  the  nearly 
$180,000  Tamraz  donated  to  the 
Democratic  National  Committee 
after  a  previous  request  to  visit  the 
White  House  was  turned  down.* 

Tamraz  is  wanted  in  Lebanon  for 
allegedly  mishandling  funds  of  the 
country's  second-largest  bank,  as  we 
pointed  out  in  our  article.  He  is 
trying  to  develop  a  pipeline  from  the 
Caspian  Sea  to  Turkey,  but 
PaineWebber  and  Japanese  trading 
house  Itochu  have  backed  down 
from  tlieir  earlier  interest  in  financing 
his  project.  He  has  no  support  from 
U.S.  oil  companies.  That  little 
"wanted"  business  in  Lebanon  mak.es 
him  unacceptable. 

Never  mind,  says  Tamraz.  He  says 
that  he  has  already  raised  $800  mil- 
lion for  the  $1  billion  he  needs,  and 
that  he  will  start  construction  of  the 
pipeline  within  the  next  six  months. 

Schmoozing  with  Bill  Clinton  may 
not  raise  any  money  for  Tamraz,  but 
it  could  remind  potential  investors 
that  he's  a  guy  with  good  connec- 
tions. Giving  small  change — what's 
$180,000  in  international  finance? — 
to  die  Democratic  National  Commit- 
tee is  just  the  equivalent  of  baksheesh 
in  the  Middle  East.  "It's  exactly  the 
same  thing,"  laughs  Tamraz. 

-ZiNA  MOUKHEIBER 


Veering  from  the  target 

Chicago-based  Stone  Container 
Corp.,  the  $5.1  billion  (sales)  pulp- 
and-paper  giant,  nearly  capsized  four 
years  ago  under  the  weight  of  $4.6 
billion  in  debt  incurred  to  pay  for 
ambitious  acquisitions.  Chief 
Executive  Roger  Stone  later  vowed 
to  Forbes  that  he  would  shun  acqui- 
sitions and  slash  debt  with  a 
vengeance  (Feb.  13,  1995). 

But  Stone,  congenital  optimist 
that  he  seems  to  be,  can't  seem  to 
resist  the  expansion  bug.  Since  our 
story,  the  company  has  made  a  string 
of  acquisitions  and  investments.  Last 
May  Stone  formed  a  joint  venture 
with  closely  held  Four  M  Corp.  to 
buy  the  St.  Joe  Paper  Corp.'s  paper- 
board  mill  in  Port  St.  Joe,  Fla.  for 
$200  million.  Stone  put  in  only 
about  $10  million  in  equity,  but  the 
purchase  proved  to  be  ill-timed: 
Linerboard  prices  have  fallen  over 
30%,  to  $315  a  ton  in  the  past  year. 
Last  month  the  venture  said  it  would 
shut  down  the  plant  indefinitely. 

After  a  big  runup  in  paper  prices. 
Stone  also  reinstated  a  15-cent-a- 
share  quarterly  common  stock  divi- 


Roger  Stone 

The  expansion  bug  keeps  biting. 


dend  in  the  third  quarter  of  1995, 
costing  $60  million  a  year — money 
that  could  have  been  used  for  debt 
reduction.  With  paper  prices  in  the 
tank  again,  management  eliminated 
the  dividend  in  January  after  three 
straight  quarterly  losses. 

Stone  has  indeed  perked  up  the 
balance  sheet.  Total  debt  is  down  to 
$4.1  billion  from  $4.7  billion  in 
1994.  But  nearly  $400  million  of 
that  resulted  from  the  1995  decon- 
solidation of  subsidiary  Stone- 
Consolidated,  not  from  debt  reduc- 
tion. Bruce  Klein,  a  high-yield  bond 
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900  SE  Turbo  Convertible 


If  driving  a  convertible  is  an  expression  of  personal  freedom,  the  Saab  900  SE  Turbo  Convertible  speaks  volumes.That's 
because  it  provides  enough  room  for  four  full-size  adults.  It  even  has  a  folding  rear  seat  for  extra  cargo  space.  And  with  a 
185-hp  turbocharged  engine,  the  900  SE  Convertible  delivers  liberal  amounts  of  fun.  Apparently 
Consumer  Review  agrees.  They  named  it  a  "Top  Ten  Sports  Car"  for  the  second  year  in  a  row.* 

For  more  information  about  Saab,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 


'Consumer  Review.  1995  and  1996,  ©1997  SAAB  CARS  USA,  INC. 


KEEPING  YOUR 

EGGS  IN 
ONE  BASKET. 

THE  DILEMMA  OF 
LOW  COST  HOLDINGS. 


Current  Undiversified      Proposed  Bessemer 
Allocation  Aiiocation 


ABC"  Stock  90% 


ABC" 
Stock  50% 


Psfsonal  Residenee. 
Personai  Pfopaly,  and 
Bonds 


,  Exchange 


10%  \ 


fund 


Charitable 
Remafnder 


Trust 


Hedging 
Strategies  Personal  Residence, 
Persona)  Properly, 
and  Sends 


Foundation 


Sentiment,  Control  and  The  Tax  Man.  One  of  the  most  difficult 
decisions  for  a  successful  investor  is  diversifying  large,  low-cost  equi- 
ty holdings.  Loyalty,  a  desire  to  retain  voting  rights  and,  in  particu- 
lar, concerns  about  the  capital  gains  tax  often  override  compelling 
reasons  to  sell.  As  a  result,  investors  don't  act. 

The  Risk  of  Inaction.  By  not  diversifying,  investors  expose  them- 
selves to  the  risk  that  the  value  of  their  holdings  will  erode  as  a 
company's  fortunes  change.  In  recent  years,  many  former  darlings  of 
Wall  Street  have  fallen  on  hard  times.  Other  promising  companies 
fail  to  grow  as  anticipated  and  still  others  underperform  the  market. 

Keep  Your  Assets  in  Good  Company.  Diversification  is  not  an 
either/ or  decision.  At  Bessemer,  we  use  a  number  of  innovative,  yet 
prudent  solutions  to  expand  a  portfolio  without  incurring  tax  liability. 

Since  1907,  Bessemer  Trust  has  successfully  developed  and  managed 
investment  portfolios  for  wealthy  individuals  and  families.  If  you  have 
$5  million  or  more,  you  should  consider  Bessemer's  services.  For  a 
copy  of  our  brochure,  'The  Dilemma  of  Low  Cost  Holdings- 
Strategies  for  Diversification,"  write  or  call. 


Bessemer  Trust 

ENHANCING  PRIVATE  FORTUNES  FOR  GENERATIONS 

New  York  (212)  708-9141  \  Palm  Beach  (561)  655-4G30  |  Miami  (305)  372-5005 
Naples  (941)  435-0034  \  Washiagton,  DC  (202)  659-3330  |  Chicago  (312)  220-9898 
Los  Angeles  (213)  892-0900  Sail  Francisco  (415)  291-1810 


630  Fifth  Avenue,  Ncy 
E-Mail  at: 


York,  New} '^rk  Will 
■  "bessemer.com 


analyst  with  Donaldson,  Lufkin  & 
Jenrette,  projects  that  Stone's  cash 
flow  this  year  won't  cover  interest 
expense.  That  could  force  the  com- 
pany to  nix  its  $1.75  preferred  divi- 
dend and  turn  to  the  high-yield  mar- 
ket to  refinance  some  obligations. 

The  company  will  pull  through, 
but  Stone's  reputation  has  not  been 
enhanced.  In  a  crunch,  the  compa- 
ny's 25%  stake  in  newsprint  maker 
Abitibi-Consolidated  could  be  a 
source  of  cash,  worth  $800  million. 
"Those  are  assets  that  are  available  at 
the  right  price  to  be  monetized  to 
fijrther  reduce  our  debt,"  says  Stone, 
who  quickly  adds:  "That's  not  an 
announcement  we're  going  to  sell." 

Jailhouse  grannies? 

Just  what  we  need:  Another  crime 
made  federal.  As  part  of  the  Omnibus 
Budget  Reconciliation  Act  of  1993, 
Congress  tightened  the  rules  on  how 
soon  an  elderly  person  could  get 
Medicaid  for  nursing  home  costs  after 
transferring  assets  to  a  relative.  But,  as 
Forbes  pointed  out  (July  4,  1994),  it 
was  easy  to  get  around  the  rules. 

Now,  Congress  has  made  it  a  fed- 
eral crime  to  transfer  assets  in  order 
to  qualify  for  Medicaid.  A  provision 
in  the  Kassebaum- Kennedy  health 
reform  bill,  which  became  effective 
Jan.  1,  is  so  sweeping  that  a  huge 
number  of  retirees  and  their  lawyers 
and  estate  planners  could  find  them- 
selves in  federal  court. 

The  new  provision  is  so  sloppily 
written  that  it  has  many  old  people 
phoning  their  lawyers  wondering  if 
they'll  be  put  in  the  slammer  for 
donating  to  their  church  or  giving 
Christmas  checks  to  grandchildren. 
"It  [the  new  law]  is  an  abomination 
of  vagueness  and  ambiguity,"  says 
Ira  Wiesner,  head  of  the  National 
Academy  of  Elder  Law  Attorneys. 

Visions  of  white-haired  old 
gramps  handcuffed  and  led  off  to  the 
slammer  have  finally  reached  our  fre- 
quentiy  dim-witted  legislators.  BiUs 
have  been  introduced  in  the  House 
and  Senate  calling  for  the  repeal  of 
the  so-called  Granny  Goes  to  Jail 
law.  It's  unfikely  anyone  will  do  hard 
time.  Medicaid  officials  say  the  mea- 
sure won't  be  enforced. 

-Christine  Foster  H 
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science  has  extended 


the  average  life  span 

by  3  1  years . 


We  assume  you'll  want  to  spend  every 
extrasecond   talking   about  insurance. 


If  you're  like  us,  insurance  is  your  life.  But  in  case 
re  one  of  those  rare  few  who  has  interests  besides  property 
liability  insurance,  we'll  make  this  brief.   Having  been  in 
medical  liability  insurance  business  for  more  than  60  years, 
e  able  to  draw  on  a  comprehensive,  comparative  database  of 
rmation.  We  re  backed  by  more  than  $10  billion  in  assets 


and  consistently  receive  high  ratings  from  A.M.  Best,  Standard 
&  Poor's  and  Moody's.  All  of  which  means  you  can  spend  less 
time  worrying  about  insurance.  After  all,  medical  science  has 
given  us  more  time.  We're  just  returning  the  favor. 
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WHAFS  WORRYING  TOP  EXECUTIUES/IOSTB  BY  KATAR2YNA  WANDYC2 

Learning  from  mistakes 

By  Jay  Akasie 

Warren  Buffett  once  said  that  he  prefers  people  who  learn  their  lessons 
from  other  people's  mistakes  rather  than  from  their  own. 

To  help  readers  qualify  for  a  job  with  Buffett,  Forbes  asked  seven 

executives  to  describe  what  they  consider  to  be  their  biggest 
mistake— and  what  they  learned  from  it. 


"I  blew 
$2.5  million. 
I  blame 
my  ^edifice 
complex.' " 

Jim  Koch, 

president, 
Boston  Beer  Co. 


Jim  Koch 

President 
Boston  Beer  Co. 
Ten  years  ago  I  blew 
$2.5  million  trying  to 
renovate  an  old  brewery 
in  Boston.  I  blame  my 
"•edifice  complex."  I  fell 
in  love  with  the  bricks 
and  mortar  and  forgot 
about  my  main  objective, 
which  was  brewing  beer. 
The  cost  of  renovating 
was  supposed  to  be  $6  mil- 
lion, but  it  had  risen  to  $15  mil- 
lion by  the  time  I  pulled  the  trig- 
ger. I  wasted  $2.5  million,  but  it 
was  well  spent  for  what  it  taught  me — 
to  be  patient  and  more  realistic  in  my 
business  expectations.  This  week  I  closed  the 
deal  on  an  old  brewery  in  Cincinnati  that's 
twice  the  size  and  half  the  cost  of  the  one  I 
wanted  to  renovate  ten  years  ago. 

Bruce  Vakiener 

Executive  Vice  President, 
Human  Resources 
Loctite  Corp. 

I  started  at  Loctite  in  1970  and  moved  up 
through  the  ranks.  By  1979  I  decided  that  I 
didn't  see  eye  to  eye  with  my  boss  and  left 
without  telling  anybody  why.  That  was  a 
major  mistake. 

The  chairman  of  Loctite  was  disturbed  that 
1  had  quit  without  telling  him  why.  He  even- 
tually found  out  about  my  reason  for  leaving 
and  fired  the  boss  I  had  troubles  with.  When 
he  asked  me  to  come  back  to  Loctite  a  year 
after  1  left,  I  accepted  and  have  been  here 
ever  since. 

My  silence  concerning  a  bad  employee 
meant  that  he  was  there  another  whole 
year  to  hurt  the  company.  Now  1  tell 
other  executives  that  when  they  have 
a  problem,  they  should  address  it  instead 
of  walking  away. 


Joe  Siriamii 

Vice  President,  Merchandising 
Lands'  End,  Inc. 

Two  years  ago  I  allowed  200,000  turtlenecks 
with  faulty  neckbands  to  be  shipped.  We  didn't 
discover  until  after  they  were  shipped  that  the 
Lycra-and-cotton  blend  in  the  neck  lost  elastic- 
ity after  several  washes. 

We  sent  out  200,000  letters  to  the  cus- 
tomers who  had  bought  the  faulty  turtlenecks. 
About  45,000  responded,  and  we  mailed 
them  replacement  turtlenecks.  We  also  sus- 
pended sales  of  turtlenecks  until  we  figured 
out  what  the  heck  we  had  on  our  hands.  It 
turns  out  that  the  fabric  was  not  tested 
properly  before  it  got  to  us.  In  the  end  we 
had  to  throw  away  about  $1.5  million 
worth  of  turtlenecks. 

That  taught  me  that  even  though  you  think 
a  system  is  running  properly,  you  can't  let  up 
on  checking  that  it  truly  is.  After  that  experi- 
ence, we — along  with  our  yarn  supplier  and 
knitter — put  in  more  checks  and  balances 
to  make  sure  fault)^  fabric  never  goes 
undetected  again. 

Richard  Scruggs 

President  and  Chief  Executive 

Align  Solutions  Corp.  (a  consulting  firm) 

My  biggest  mistake  was  not  starting  my  own 
business  sooner.  I  was  working  for  large  con- 
sulting firms  like  Andersen  and  BSG  in  Hous- 
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lias  tne  world  become  less  interestinsi 
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ave  you 


Jf  course,  the  world  wasn't  new  then.  You  just  looked  at  it  that  way.  And  each  time  you  step 
into  a  Hyatt  hotel  or  resort,  you'll  find  you  still  can. 

All  it  takes  is  a  small,  unexpected  jolt  of  delight — like  the  rich  fragrance  of  lemon  ginger 
prawns,  prepared  by  a  chef  who  picks  her  ingredients  fresh  from 
our  gardens.  Or  the  sight  of  a  magnificently  beaded  Thai  wedding 
jacket  in  our  lobby.  Or  a  rooftop  view  of  the  stars  that  reawakens 
the  sense  of  wonder  you  thought  perhaps  you  d  lost. 

When  you  stay  with  the  people  of  Hyatt,  you'll  discover  a  place 
that  opens  your  eyes.  And  your  mind.  So  business  meetings  are  more 
productive.  And  your  whole  trip  becomes  more  interesting.  Or  maybe  it's  just  you. 

For  reservations,  contact  your  travel  planner  or  call 
Hyatt  at  1-800-233-1234. 


H  YAT  T 


HOTELS  &  RESORTS 


Feel  the  Hyatt  Touch''  - 


Hyatt  Hotels  and  Resorts'  encompasses  hotels  managed,  franchised.  or  operated  by  two  separate  groups  of  companies -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  International  Corporation.  '9/997  Hyan  Corp. 


,  AfeT  Hyatt  is  proud  to  offer  AT&T  Long  Distance  Service  for  all  your  AT&T  Calling  Card, 
'  AT&T  Universal  Card  and  operator-assisted  calls  at  most  locations. 


Learning  too  late 

Business  failures 


'90^ 

•91^ 

•92^ 

'93^ 

'94 1 

•95^ 

•96^ 

*Proportion  of  all  U.S.  businesses. 


_  60,747(0.74%*) 

88,140(1.07%) 
^  ,  •  97,069(1.09%) 
  86,133  (0.9%) 


71,520(0.74%) 
71,128  (0.82%) 
71,811  (0.8%) 


Source:  The  Dun  &  Bradstreet  Corp.,  Wilton,  Conn. 


"My  biggest 
business 
mistake  was 
always  trying 
for  the 
perfect 


answer." 

Carol  R.  Caruthers, 
president 

and  chief  executive, 
Fiduciary 
Counselling,  Inc. 


ton,  but  I  never  made  a  bold  move  when  I  had 
good  ideas.  When  you're  a  part  of  another 
firm,  you  have  to  deal  with  its  bureaucracy. 

Now  I  can  be  more  creative  with  my  clients. 
For  example,  there  are  several  companies  we're 
working  with  that  are  merging  and  having  an 
IPO.  To  keep  them  as  long-term  clients,  I  am 
sweetening  the  deal  by  deferring  lots  of  the 
fees  until  they  have  their  IPO.  I'd  never  be  able 
to  do  that  at  one  of  the  old  firms.  They  would 
say:  "Here  is  our  procedure  and  our  billing 
structure.  Stick  with  it." 

Carol  R.  Caruthers 

President  and  Chief  Executive 
Fiduciary  Counselling,  Inc. 

My  biggest  business  mistake  was  always  trying 
for  the  perfect  answer.  When  I  was  a  new  part- 
ner heading  Price  Waterhouse's  Personal 
Financial  Services  practice  in  St.  Louis, 
McDonnell  Douglas  was  looking  for  consulta- 
tion on  benefits  packages  for  employees. 
Eleven  firms  were  bidding,  and  the  due  date 
was  three  weeks  off.  We  struggled  and  gnashed 
our  teeth  and  delivered  our  proposal  15  min- 
utes before  they  locked  the  doors  on  deadline 
day.  One  firm  delivered  a  quality  proposal  24 
hours  early. 

We  got  a  piece  of  the  job,  but  so  did  the 
firm  that  delivered  early.  None  of  the  firms 
that  were  late  got  any  work. 

We  should  have  worked  on  an  artificial 
deadline  so  as  to  get  the  work  in  early.  I  always 
remind  myself  now  that  quality  work  deHvered 
early  is  valued  more  highly  than  the  same  work 
delivered  on  time. 


Tbm  Chappell 

President  and  Chief  Executive 
Tom's  of  Maine 

In  1993  we  reformulated  and  repackaged  our 
deodorant,  but  at  the  eleventh  hour  we  found 
out  our  customers  were  not  happy  with  it. 
We  recalled  it.  That  cost  us  about  $400,000, 
about  a  third  of  the  profits  we  expected  to 
make  that  year. 

But  then  I  made  another  mistake — I  tried  to 
do  what  I  thought  was  right  not  only  for  the 
customers  but  also  for  the  owners.  To  recoup 
the  cost  of  the  recall,  I  decided  to  save  money 
on  advertising.  We  discontinued  our  advertis- 
ing for  a  time. 

That  turned  out  to  be  disastrous.  We  had  no 
voice  in  the  marketplace.  The  competition 
entered  with  a  new  baking  soda  toothpaste,  and 
we  lost  money  for  the  first  time  in  20  years. 

When  you  take  a  financial  hit  on  one  prod- 
uct, you  have  to  continue  promoting  your 
other  products  to  gain  customer  trust.  They're 
not  interested  in  whether  you're  having  a 
good  or  bad  quarter. 

John  Ballen 

Chief  Equity  Officer 

Massachusetts  Financial  Services 

I  go  back  to  the  1987  stock  market  crash  for 

my  biggest  mistake.  I  should  have  realized, 

but  didn't,  that  the  market  environment 

that  existed  before  the  crash  wouldn't 

sustain  itself. 

Disk-drive  companies  like  Applied  Magnetics 
and  Maxtor  were  really  hot.  I  was  heavily 
weighted  in  these  kinds  of  stocks  when  the 
crash  came.  Most  of  them  never  came  back 
after  the  crash. 

Those  mistakes  helped  me  when  market 
bulHshness  repeated  itself  later.  Think  back  to 
the  bio  tech  stocks  in  1991.  There  had  to  be  a 
hundred — including  Synergen,  Somatogen  and 
Centocor — that  went  public.  I  didn't  let  myself 
get  trapped  again.  When  1992  came  and  the 
stocks  underperformed,  I  got  out  the  door 
right  away. 

By  1995  Internet  stocks  like  America  Online 
and  Netscape  were  the  rage.  I've  been  trading 
in  and  out  of  them  and  another  100  or  so 
Internet  stocks.  But  I  am  waiting  for  the  shake- 
out  to  invest  in  Internet  stocks  long  term.  B 


What's  on  your  mind^ 

If  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one, 

we'd  like  to  know  what's  botliering  you  these  days,  and  what  you  are  doing  about  it. 

Tell  us  about  it  at:  mind@forbes.com. 
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HEDGE  It  R  I  MME  R  s 


HE  L  P 
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MPROVE     YOUR    BUSINESS  PERFORMANCE 


.Arthur 
Andersen 


With  almost  4,000  creative  tax  professionals  in  the  U.S.,  we've  amassed  the  experience 

AND  knowledge  TO  KEEP  YOUR  COMPANY  IN  SHAPE.  OUR  GLOBAL  NETWORK  OF  TAX 
PROFESSIONALS  CAN  HELP  YOU  ADDRESS  TAX  ISSUES  STRATEGICALLY. 
All  FOCUSED  on  improving  THE  PERFORMANCE  OF  YOUR  BUSINESS. 
So  YOU  CAN  SPEND  MORE  TIME  BLOOMING. 


httf):llwurw.arthuraniiersen.com 
©1997  Arthur  Anderseti.  All  Rights  Reserved. 


readers@forbes.coin 
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On  Drucker's  mind 

Sir:  Re  "Seeing  things  as  they  really 
arc"  (Mar.  10).  As  usual,  Peter 
Drucker  is  conceptually  right  but 
overstates.  The  residential  college  v^oll 
not  die.  Had  Drucker  lived  in 
Shakespeare's  day  he  might  have  pre- 
dicted the  demise  of  live  theater  in 
anticipation  of  electronic  communi- 
cations. Live  education,  like  live  the- 

  ater,  will  re- 

tain  a  vital 
life  at  the 
top  of  its 
field  but 
will  likely  be 
inaccessible 
to  most 
people. 

A  more 
gratifying 
scenario  will 
unfold  if  the 
economy 

grows  so  robustly  diat  family  incomes 

increase  more  rapidly  than  the  costs  of 

live  education. 

-Peter  Likins 

President 

Lehigh  University 

Bethlehem,  Pa. 

Sir:  Bravo  for  Peter  Drucker!  His 
recommendation  that  high  school 
graduates  work  before  college  is 
right  on.  A  million  berating  words 
had  nowhere  near  the  effect  on  this 
onetime  rebellious  18 -year-old  as 
did  eight  years  of  minimum-wage 
toil.  When  I  did  begin  college,  at  26, 
I  went  with  dogged  determination. 
-Alan  C.  Laweion 
Huntsville,  Ala. 

Sir:  Your  story  incorrectly  empha- 
sizes Peter  Drucker's  thinking  about 
the  harm  caused  by  comput- 
ers. What  he  criticizes  is  not 
computers  per  se,  but  the 
dependence  of  U.S.  man- 
agers on  their  compa- 
nies' internal  informa- 
tion.  As   Drucker  has 
written:  "It  is  all  too 
easy   to   confuse  data 
with    knowledge  and 
information  technologv' 
with  information." 
-Yogesh  Malhotr.'\ 
Pittsburgh,  Pa. 


Don't  malign  us 

Sir:  "Beware  the  scalpers"  (Feb.  24) 
is  an  unbalanced,  biased  report  on 
independent  brokers  which  serves 
only  to  malign  tens  of  thousands  of 
hard  working,  highly  respected  pro- 
fessionals. To  focus  on  fees  without 
regard  to  the  value  of  the  service 
provided  is  to  miss  the  mark 
entirely. 

With    regard    to  Sun- 
America,  our  ratio  of  com- 
plaints   to    customer  ac- 
counts is  less  than  2  per 
10,000.  I  would  match  our 
representatives  against  any 
other  broker-dealer  force  in 
the  industry. 
-Eli  Broad 
Chairman 

and  Chief  Executive  Officer 

SunAmerica 

Los  Angeles,  Calif. 

TWinkies  that  tank  stocks 

Sir:  Re  "Accounting  for  Twinkles" 
(Feb.  24).  As  the  U.S.  shifi:s  to  a  ser- 
vice-based economy,  "Twinkle  ac- 
counting" is  indeed  doing  an  in- 
justice to  leading-edge  companies. 
Treating  "soft  assets" — such  as  staff 
training — as  expenses  like  Twinkles, 
and  not  capital  investments,  leads  to 
inadequate  reporting  to  sharehold- 
ers. If  investment  in  training  is  cut 
back,  I  want  to  know  before  key 
employees  leave,  making  the  news 
and  tanking  the  stock. 
-Marvin  J.  Weiss 
Larchmont,  N.T. 

Lose  fat,  light  a  city 

Sir:  Re  "Plane  to  see"  (Fact  and 
Comment,  Mar  10).  Consider  how 
many  megawatts  could  be 
produced  if  we  attached 
minigenerators  to  work- 
out  devices   such  as 
treadmills,  bicycles  and 
steppers.     Built  into 
shoes,  billions  of  watts 
could  be  generated  at 
each  marathon,  each 
basketball  game,  each 
track  meet.  And  in  the 
office,  minigenerators 
attached  to  every  chair. 
Each  time  you  sat  down, 


five  watts!  It  boggles  the  mind.  Oh, 
yes.  Mind  boggling:  ten  watts. 
-Robert  L.  Hecker 
Sherman  Oaks,  Calif. 

Mr,  Smith  delivers  pizza 

Sir:  Re  "Trading  blood  for  pizza" 
(Mar.  24).  Thomas 
Sowell's  comments 
on  national  trends 
in  the  law  that  dis- 
regard costs  are 
right  on  the 
mark.  He  cites 
San  Francisco's 
'  passage  of  a  law 
making  it  illegal  to 
refuse  delivery  of 
pizza  in  high-crime  areas.  The  sim- 
ple solution  is  to  put  the  lawmakers 
on  the  delivery  rotation.  Want  to  bet 
that  law  wouldn't  last  long.^ 
-Michael  A.  Glueck 
Newport  Beach,  Calif. 

The  FCC  responds 

Sir:  Re  "Hollow  victory"  (Jan.  27). 
You  suggest  that  the  C-Block  auc- 
tion was  a  hollow  victory  because 
the  FCC  will  not  collect  all  the 
money  that  has  been  bid.  After  13 
auctions,  over  $10  billion  has  been 
paid,  representing  99.95%  of  the 
amount  due.  Not  a  bad  record.  And 
when  people  default  we  re-auction 
the  spectrum.  Re-auctions  to  date 
have  raised  more  than  the  original 
auctions. 
-Robert  Pepper 
Chief  of  Office  of  Plans  and  Policy 
Federal  Communications  Commission 
Washington,  D.C. 

It  remains  to  be  seen  whether  the  results 
of  the  $10  billion  C-Block  auction  will 
mirror  the  success  of  previous  FCC 
auctions. -Et>. 

Micron's  profits 

Sir:  Re  "Reality  check"  (Jan.  27). 
Micron  Technology  reported  net 
income  of  $21  million  in  its  quarter 
ended  Nov.  28,  not  losses. 
-KiPP  Bedard 
Vice  President 
Micron  Technology 

Boise,  Idaho  Hi 
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ANOTHER   INVESTOR'S  ADVANTAGE: 


Our  own 
rowth  funds. 


Our  best 


perrormers 


Strategist  Growth  Funds  from  American  E?q)ress  Financial  Direct 


A\erauc  Annual  Total  Returns  (  As  oi'  12/31/96)' 


Strategist 
Growth  Funds 

Strategist 
Growth  Fund 

Strategist 
Growth  Trends 
Fund 


1  year 
24.2% 

23.9% 


5  year 
16.2% 

14.4% 


1 0  year 
16.6% 

17.7% 


Financial 
Direct 


100^^  No-load 


The  Strategist  Growth  Trends  Fund 
and  the  Strategist  Growth  Fund  from 
American  Express  Financial  Direct  have 
lehvered  the  same  important  advantage:  long-term  performance. 
3f  course,  values  may  fluctuate  and  past  performance  is  no  guarantee 
)f  future  results. 

:bu  can  get  started  with  as  little  as  $2,000  ($1,000  for  your  IRA). 
3ur  licensed  financial  consultants  can  help  with  your  retirement 
)lanning  and  other  investment  goals.  Whatever  you  request,  you'll 
eceive  the  exceptional  service  you  e.xpect  from  American  E.xpress. 


To  invest  in  a  Strategist  Fund 
also  available  for  your  IRA,  call 

1800AXP-2011 

vvww.americanexpress.com  /direct 


Average  annual  total  returns  for  the  periods  ending  12/31/96.  Investment  return  and  principal  \alue  will  var\-  and  shares  may  be  worth  more  or  less  at 
sdemption  than  at  original  purchase.  Strategist  Growth  Fund  invests  its  assets  in  Growth  Portfolio.  This  Portfolio's  predecessor  fund,  IDS  Growth  Fund, 
as  been  operational  since  March,  1972.  Strategist  Growth  Trends  Fund  invests  its  assets  in  Growth  Prends  Portfolio.  This  Portfolio's  predecessor  fund, 
DS  New  Dimensions  Fund,  has  been  operational  since  .August,  1968.  All  performance  shown  represents  performance  of  each  predecessor  fund  prior  to 
/20/95  and  of  each  predecessor  fund's  Class  A  shares  from  3/20/95  through  5/1  3/96.  adjusted  to  reflect  the  absence  of  sales  charges.  The  historical  per- 
^rmance  has  not  been  adjusted  for  an\'  difference  between  the  estimated  fees  and  expenses  of  the  tunds  cmd  the  historical  fees  and  expenses  of  the  pre- 
ecessor  funds.  For  more  complete  information,  including  charges  and  e.xpenses,  please  call  for  a  prospectus.  Read  it  carefully  before  you 
nvest  or  send  money.  .American  Express  f  inancial  Direct  makes  in\estments  available  through  .American  Express  Serv  ice  Corporation.  Distributor. 


First,  it  starts  with  the 
pnicticai  hairstyle.  Then  the 

easy  listening  music.  And 
hey.  a  sensible  pair  of  shoes 
is  a  s^ood  investment.' 


Perhaps  you've  troop-carrying  minivan.  In  fact,  the  Odyssey  shares 

started  flossing  on  a  more  than  a  few  traits  with  the  car  you  drive  now. 

semi-regular,  basis.  I  ^ike  four  doors  for  easy  comings  and  goings.  And  a 

Or  vou  fmd  your-  surprising  agility.  For  nimble  turns  and  quick  stops. 


self  shopping  for 


In  the  very  back,  there's  a  seat  that  folds  into 


relaxed-fit  pants  or        the  floor  in  about  three  seconds.  Allowing  you 


(heaven  forbid)  a  minivan.  This  doesn't  mean  you        to  instantly  go  from  transporting  a  team  of  ankle 


Oh  no,  you're  becoming 
your  parents. 


need  to  succumb  to  a  life  of  old-line,  overly  prudent        biters  to  hauling  bags  of  fertilizer.  You'll  also  find 


behavior.  "Square,"  as  your  folks  might  say. 


that  for  a  vehicle  that  carries  up  to  seven  adults,"  the 


We  believe  sensibility,  style  and  space  can        Odyssey  strikes  a  decidedly  dashing  look.  Mom  and 
peacefully  coexist.  Our  expression  of  this  belief  is        Dad  probably  wouldn't  understand, 
the  Odyssey.  A  vehicle  far  from  your  typical  clunky;  The  Odyssey  HBDSGEZ! 


With  all  thy  getting  get  understanding" 

Fact  and  Comment 

►y  Steve  Forbes,  Editor-in-Chief 


LAGGING  INDICATOR 


HIRTY  YEARS  AGO  the  New  Tork  Times  ran  a  story  that 
sked,  in  effect,  if  recessions  were  a  thing  of  the  past. 
Lrmed  with  computers  and  Keynesian  theories,  econo- 
lists  thought  they  could  fine-tune  us  to  everlasting 
ood  times.  And  a  Nobel  Prize  was  established  to  honor 
ractitioners  of  this  prosperity-producing  profession. 

Of  course,  what  followed  was  more  than  a  decade  of  ever 
lore  virulent  bouts  of  inflation  followed  by  ever  more  seri- 
us  recessions.  There  is  no  such  thing  as  an  automatic  pilot 
Dr  economics,  or  anything  else  that  involves  human  beings. 

Recendy,  the  Wall  Street  Journal's  lead  story  mused  that 
rc  might  be  in  an  era  of  longer-lasting,  higher  levels  of 


growth,  thanks  to  the  marvels  of  high  technology.  It's  amaz- 
ing how  monotonous  pundits  and  seers  can  be.  Not  long  ago 
the  popular  press  was  full  of  stories  about  the  U.S.'  not  being 
competitive.  During  his  first  presidential  campaign.  Bill  Clin- 
ton could,  with  a  straight  face,  cite  Germany  as  a  model  for 
organizing  our  economy  and  health  care  system.  How  many 
times  were  we  told  then  that  Japan  would  soon  dominate  the 
world?  Today  we  are  almost  uniformly  assured  (including 
by  yours  truly)  that  America  formidably  leads  the  rest 
of  the  world  in  almost  any  economic  category  that  counts. 

A  few  more  pieces  like  that  fi-om  the  Journal  and  you'U 
know  it's  time  to  batten  down  the  hatches. 


UNHEALTHY  TREND 


ON  MANAGED  CARE 


Ve're  headed  for  an  increasingly  regulated,  semi-national 
ealth  care  system  that  will  have  us  on  the  awfiil  treadmill 
f  higher  costs  and  lower  benefits.  Free-market  Republi- 
cans and  Democrats  had 
,  -  better  shake  off  their  torpor. 

^nWfRFQQ  WFIPHQ  Managed  care  has  done 

jUnUnLOO  nLlUnO  away  with  the  cost  irra 

tionalities  of  the  past,  when 
hospitals  within  a  region 
would  have  huge  price 
differences  between  sim- 
ilar procedures.  It  has  al- 
-xnv  York  Times    sq  achieved  cost  savings 
through  volume  purchases 
nd  more  physician  accountability.  But  we  are  still  stuck 
/ith  a  basically  top-down,  mostly-stick-little-carrot 
y'stem.  With  such  an  approach,  cost  pressures  inevitably 
icrease,  as  do  pressures  on  the  quaUty  of  care. 

So  what  do  politicians,  including  Republicans,  do.> 
Lush  to  propose  an  array  of  "patient-friendly"  regula- 
ions.  To  show  they  are  not  heartless,  conservatives  are 
;oing  along  with  liberals  on  government  schemes  that  are 
'Stensibly  designed  to  provide  insurance  for  the  unin- 
ured.  More  and  more,  the  CUntons  must  feel  they  will 
ave  the  last  laugh  on  nationalized  medicine. 
We  must  abandon  this  short-term  fool's  paradise  and 
;et  to  the  heart  of  the  problem:  the  tax  code. 

Employers  get  to  buy  health  insurance  with  pre-tax  dol- 
irs;  individuals  have  to  pay  with  after-tax  dollars.  Even 
he  self-employed  don't  get  to  deduct  their  fiiU  costs.  It's 


no  wonder  most  private  insurance  is  bought  by  compa- 
nies. Even  though  health  care  is  counted  as  part  of  an 
employee's  compensation,  those  insured  have  precious 
littie  to  say  on  how  health  care  dollars  are  spent.  Today, 
under  most  plans,  there  aren't  many  doUars-in-the-pocket 
incentives  to  make  people  treat  health  costs  the  way  they 
do  other  products  and  services.  Imagine  what  would 
happen  to  the  pace  of  price-cutting  computer  innovations 
if  you  got  reimbursed  by  your  insurer  every  time  you 
bought  a  PC  or  a  piece  of  software. 

How  to  unleash  consumerism.^  Equalize  tax  treatment 
between  individuals  and  businesses.  Medical  Savings 
Accounts  would  do  the  trick.  An  individual  could  get  a 
high-deductible,  catastrophic  illness  policy.  The  savings 
between  the  high-deductible  plan  and  the  more  usual 
coverage  would  be  deposited  in  an  account  for  the  person 

Does  Getting  Old 
Cost  Society  Too  Much?  All  ihe  scar 

talk  about  medical  costs  misses  ihe  point  The  mone\ 

well  spen!:  thf  \:^r:\  t;'- s; :.--n    whiir^:  to  se;  Ivxti'.'-  -  an<!  toi'i.  -  -  ..  j  . 

— New  York  Times  Magazine 

to  use  for  routine  expenses.  Getting  away  from  the  man- 
aged-care/regulation mindset  will  also  avoid  a  situation 
we  are  now  headed  for:  Managed  care  is  hostile  to  med- 
ical innovations  because  they  are  often  initially  expensive. 

Congress  last  year  passed  such  a  severely  restricted  ver- 
sion of  MSAs  that  many  carriers  were  dissuaded  from  offer- 
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ing  this  approach.  Congress  should  open  up  MSAs  to  all 
takers,  including  those  on  Medicare.  Critics  carp  that  MSAs 
benefit  only  the  healthy.  Quite  the  opposite.  They  end  up 
providing  better  coverage  when  catastrophes  hit. 

A  second  issue  underscores  another  perversity  resulting 


from  our  tax  code.  Why  shouldn't  the  growing  demand 
for  heath  care  by  an  aging  population  be  considered  a  plus 
for  the  economy,  a  boon  for  providers,  instead  of  a 
burden?  Is  it  a  crisis  when  people  buy  more  cars,  clothes, 
software  or  overpriced  coffee.'' 


PURE  POISON 

Inflation  is  the  breeder  of  instability, 
the  tragic  experiences  of  Czarist  Russia, 
attest.  Inflation  is  also  one  of  the 
unsung  villains  of  the  bloody  breakup 
of  Yugoslavia.  The  International  Mon- 
etary Fund's  prescriptions  of  aus- 
terity and  devaluations  inflamed 
the  already  tense  relations  be- 
tween ancient  ethnic  foes.  These 
Yugoslav  500-billion-dinar  bank  notes  illus- 
trate  how  worthless  paper  money  had 
become  by  the  early  1990s. 


of  dictatorships  and  even  of  totalitarianism,  as 
Weimar  Germany  and  Nationalist  China  fatally 

A  brief  monetary  history: 

Apr.  1945      Yugoslavian  dinar  =  20  Serbian  dinars 

1965  1  new  dinar  =  100  dinars 

1990  1  new  dinar  =  10,000  dinars 

1992  1  new  dinar  =  10  dinars 

Oct.  1993      1  (Oct.)  dinar  =  1,000,000  dinars 

Jan.  1, 1994   1  (1994)  dinar  =  1,000,000,000  (Oct.)  dinars 

Jan.  1994      "Super"  dinar  =  1  German  mark; 

old  currency  declared  worthless. 

Source:  MRI  Bankers'  Guide  to  Foreign  Currency. 


UNCLE  SAM:  UNDERWRITING  SMUT 


The  Federal  Communications  Commission  should 
stop  subsidizing  Internet  pornography. 

In  the  early  1980s  the  FCC  established  rules  govern- 
ing enhanced  service  providers  (ESP),  such  as  computer 
and  electronic  data  companies,  and  the  fees  that  telephone 
companies  could  charge  them.  Today  these  rules  effec- 
tively force  the  telephone  companies  to  give  Internet 
providers  huge  discounts  when  they  use  the  local  phone 
networks.  Price  controls,  in  other  words.  The  move  was 


meant  to  spur  development  of  on-line  services.  And  this 
is  how  Internet  providers  today  can  offer  unlimited  ser- 
vice at  a  flat  monthly  rate. 

Pictures  and  videos  use  enormous  amounts  of  capacity, 
or  bits,  compared  with  text.  Purveyors  of  pornography  have 
been  the  biggest  beneficiaries  of  this  bit  of  price-fixing. 

This  subsidy  should  be  phased  out.  Parents  would  then 
know  what  their  kids  are  up  to  when  a  credit  card  bill  of 
several  hundred  dollars  for  that  on-line  service  comes  in. 


INTRIGUING  LIFE,  WELL  TOLD 

Personal  History — by  Katharine  Graham  (Alfred  A.  how  people  can  rise  to  the  occasion  in  the  face  of  abrupt- 
Knopf,  $29.95).  America's  most  influential,  best-known    ly  changed  times  and  circumstances.  Long  after  Kay 


publisher  has  written  memoirs  that  are  a  match 
for  those  of  Ulysses  S.  Grant  more  than  100 
years  ago.  Kay  Graham  has  successfully  drawn 
that  fine  line  between  candor  and  let-it-all- 
hang-out,  Mommie  Dearest  revenge.  The  truth 
is  told  compeUingly,  never  bitterly.  From  a  less- 
than-ideal  childhood,  with  a  less-than-ideal 
mother,  to  marriage  with  a  brilliant,  witty  man 
who  was  ultimately  destroyed  by  manic  depres- 
sion; to  breaking  a  tough,  destructive  union;  to 
covering  Watergate  and  bringing  down  a  presi- 
dent; and  to  much  else,  this  story  always 
remains  fascinating.  Whether  the  story  is  about  a  Harry 
Truman  or  a  Kay  Graham,  it  is  always  heartening  to  see 

RESTAURANTS— GO 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and 
•  One  If  By  Land,  Two  If  By  Sea— 17  Barrow  St. 
(Tel.:  228-0822).  Dinner  is  absolutely  first-rate,  and  the 
setting  without  parallel.  The  beef  Wellington,  the  tuna 
and  the  creme  brulee  were  all  particularly  noteworthy. 

Panarella's— 513  Columbus  Ave.,  near  85th  St.  (Tel.: 
799-5784).  The  upstairs  dining  room  is  one  of  the  most 
romantic  in  the  city.  But  things  like  osso  buco,  which  could 
have  been  delicious,  were  served  tepid.  A  grouper  special  suf- 
fered similarly.  Desserts  were  no.?:hing  special.  Diners  should 


Graham's  journalistic  and  corporate  achieve- 
ments fade  in  memory,  this  memoir  will  live  on. 
Excerpt:  /  went  on  seeing  close  friends  and  going 
out  a  little  more.  One  person  I  saw  was  David 
Bruce,  to  whom  I  talked  about  my  plans  and 
intentions  and  my  resolve  not  to  give  Phil  a 
divorce  unless  he  gave  up  at  least  enough  of  his 
controlling  stock  in  The  Washington  Post  so  that 
I  would  have  the  majority  interest.  Fm  not  sure 
how  I  came  to  this  conclusion,  but  I  do  know  that 
my  determination  was  total.  I  was  not  going  to 
lose  my  husband  and  the  paper.  And  if  my  hus- 
band was  firm  in  his  decision  to  leave  me,  then  I  would 
fight  to  keep  the  paper. 

,  GONSroER,  STOP 

o?/;er  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 
order  simply  (fiied  calamari,  pastas)  and  not  expect  too  much. 

•  Panevino  Bistorante — ^Avery  Fisher  Hall,  66th  St.  and 
Broadway  (Tel.:  874-7000).  When  taking  in  the  music  at 
the  Philharmonic,  be  sure  to  dine  here.  Service  is  prompt 
and  gracious,  and  the  food  is  delicious.  Reservations,  a  must. 

•  Maloney  &  Porcelli— 37  East  50th  St.  (Tel.:  750- 
2233).  This  works.  Food  is  delicious,  service  top-notch 
and  the  tempo  happening.  Try  the  Shellfish  Bouquet  and 
the  Angry  Lobster.  H 
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You Ve  flown  one  way  around  the  world 
and  your  luggage  the  other. 


inately,  you're  at  The  Regent.  So  take  a  deep  breath,  slowly  let  it  out,  and  then  let  us  take  care  of  the  lugqa^^e  while  you 
care  of  your  business.  You'll  feel  better  knowing  that  our  express  laundry  and  dry-cleaning  service  can  give  the  clothes  on 
back  a  new  lease  on  life.  And  you'll  relax  knoiving  it's  all  in  good  hands.  The  Regent.  Where  our  standards  meet  yours. 

3KOK.  BEVERLY  HILLS.  C:H1ANC,  MAI.  HONG  K  O  N  G .  J  A  K  A  RTA  .  KUALA  LUMPUR.  SINGAPORE.  S  Y  LI  N  E  Y.  TA I  P  E  I . 


FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 


S  S  A  G  E  S  » 


AnWATS  HAUniAAnUNa  SWUraUAIBUNtS 


unvw.rih.com 


The  ability  to  think  about  old  truths  in  a  new  way 

is  the  ultimate  difference  between  ideas 

that  will  fade  and  those  which  will  catch  fire. 

The  greater  the  resources,  the  greater  the  possibilities. 


Other  Comments 


Death  and  Taxes 

Ai:ih()Uc:h  the  [first]  personal  income 
tax  seems  very  simple  in  retrospect — tlic 
bill  was  only  14  pages  long — it  already 
contained  the  seeds  of  vast  complexity. 

There  were  many  exclusions.  Gifts 
and  inheritances  were  exempt.  So  were 
the  proceeds  of  life  insurance  policies, 
giving  the  life  insurance  lobby  tlie  dis- 
tinction of  being  die  first  of  coundess 
diousands  to  extract  a  favorable  in- 
come tax  proviso  from  Congress. 
-John  Steele  Gordon, 
Hamilton's  Blessing 

Pay  for  What  You  Get 

Companies  that  provide  hitemet  ser- 
vices love  die  ESP  exemption,  since  it 
allows  diem  to  offer  luilimited  service  at 
a  low,  flat  monthly  rate.  With  hitemet 
usage  exploding,  phone  companies  are 
arguing  the  increased  traffic  poses  a  se- 
rious congestion  problem  Ibr  the  phone 
network.  If  die  rapid  growdi  of  die  In- 
ternet continues,  it  seems  logical  diat 
the  limitations  of  die  old  phone  network 
will  appear  and  usage-sensitive  pricing 
will  become  economically  rational. 

Even  if  increased  Internet  usage 
placed  no  burden  on  the  integrity  of 
America's  phone  networks,  it  does  not 
follow  diat  federal  regulations  mandat- 
ing flat-rate  pricing  are  justifiable.  The 
Internet  community  fought  during  die 
debate  over  the  Telecommunications 
Act  for  die  feds  to  keep  dieir  hands  off 
diis  new  medium.  [But  if]  the  Inter- 


net's denizens  are  consistent  in  their 
convictions,  they  should  oppose  all 
efforts  to  regulate  dieir  medium — in- 
cluding those  that  favor  their  interests. 
-Adam  D.  Thierer,  Heritage 
Foundation,  Wall  Street  Journal 

The  marvel  of  all  history  is  the 
patience  with  which  men  and 
women  submit  to  burdens 
urmecessarily  laid  upon  them 
by  their  governments. 
-Senator  William  E.  Borah 

(I865-I940),  speaking  before 

the  U.S.  Senate 

The  Spices  of  Life 

I  MAKE  VATS  OE  CHICKEN  SOUP  When 

I'm  feeling  bad  because  it  tastes  good. 
And  things  that  taste  good  breed  opti- 
mism. A  jolt  of  flavor,  in  other  words, 
is  not  unrelated  to  a  zest  for  life. 
-Molly  O'Neill, 
New  Tork  Times  Magazine 

Heal  the  System 

Firms  using  Medical  Savings  Accounts 
(MSAs)  have  found  [they]  can  substan- 
tially control  costs.  In  Ohio,  an  analysis 
of  27  firms  found  overall  employer 
health  care  costs  fell  11.6%  on  average. 
The  employee  share  of  health  care 
costs  was  reduced  $317  for  single 
employees  and  $1,355  for  families. 
Many  firms  have  also  used  MSA 


plans  to  extend  fijU  coverage  for  pre- 
scriptions, skin  care,  eyecare,  dental, 
chiropractic,  podiatric  and  other  care 
excluded  fi-om  traditional  health  plans. 

Congress  should  enact  legislation 
that  gives  all  MSAs  the  same  tax 
treatment  as  managed  care  plans. 
This  would  increase  incentives  for 
firms  to  offer  health  plans  that 
restore  the  traditional  doctor/patient 
relationship,  a  relationship  increas- 
ingly fragmented  by  managed  care. 
-Michael  Bond,  analyst.  Buckeye 
Institute  for  Public  Policy  Solutions 

Reti]*e  Social  Security 

Personal  Security  Accounts,  which 
would  operate  like  IRAs  or  401(k) 
plans,  are  rooted  in  the  shocking  belief 
that  most  Americans  are  smart  and 
responsible  enough  to  take  care  of  the 
bulk  of  dieir  own  retirements. 

Social  Security,  as  it's  currendy  set 
up,  is  not  "the  nation's  best  expression 
of  community,"  as  former  Senator  Bill 
Bradley  put  it.  While  it  may  have  been 
a  decent  temporary  response  to  the 
stock  market  crash  and  the  Depression, 
today  it's  a  monument  to  fear  and 
ignorance,  of  both  how  financial  mar- 
kets work  and  how  individuals  act 
responsibly  when  the  state  lets  them. 
-James  K.  Glassman, 
American  Enterprise  Institute 

Blockheads 

In  Las  Vegas,  9-year-old  Jeremy  An- 
derson and  some  friends  were  [asked 
by]  a  construction  worker  if  they  want- 
ed to  write  their  names  in  freshly  poured 
[concrete].  They  did  so.  A  few  weeks 
later,  the  contractor  contacted  Jeremy's 
mother,  saying  she  owed  $11,000 
because  the  company  would  have  to 
redo  the  sidewalk.  She  refijsed  to  pay. 
[Later],  when  Jeremy  didn't  come 
home,  his  mother  learned  that  police- 
men had  come  to  school  and  taken  him 
away,  hi  Nevada,  police  can  arrest  any- 
one 8  years  and  older  for  a  crime,  and 
property  crimes  above  $5,000  are  con- 
sidered felonies.  The  other  children  are 
yoiuiger  than  8.  Jeremy  doesn't  quite 
imderstand  why  he  is  in  trouble. 
-International  Herald  Tribune  M 
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A  promise  you'll  never  kear  me  say/'Ckris,  I  mean  BoLLy  I  mean  Tim." 


A  promise  matckin^  sailor  suits  will  never  come  near  your  closet. 


A  promise  to  ke  tkere  for  you.  And  you.  And  you. 


Notking  tinds  us  one  to  tke  otker  like  a  promise  kept.  For  more  tkan  140  years,  we've  keen  kelping  people 
keep  tkeir  promises  ky  ensuring  we  kave  tke  k  nancial  stren^tk  to  keep  ours.  Tkat's  wky  families  and 
businesses  rely  on  us  to  insure  tkeir  lives  and  tkeir  financial  future.  We  kelp  you  keep  your  promises.® 
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^  MassMutual 

The  Blue  Chip  Company 


leeds? 


NO  VARUS 

ealthcare 


The  world's  leading  Life  Sciences  company. 
Formed  by  the  merger  of  Ciba  and  Sandoz. 


Nutrition 
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We  get  a  SECOND 

OPINION 

on  everything. 
Including  tbe 

VALU  E  of  a 

second  opinion. 


PUTIVAM 

INVESTMENTS 


DOSTON'LONOOH'TOKYO 


T  t  M  B  -  li   O  M  O  R  B  t>- 


Teamwork  works.  Int  a  recent  stitdy  conducted  by" 
Bloomberg  Personal  magazine,  mutual  funds  run  by 
mitltiple  managers  were  shown  to  be  better  than  those 
run  by  only  one.  Why?  One  reason:  "(Teams)  are 
more  likely  to  have  a  disciplined  method  for 
investing."  After  all,  individual  managers  don't  have' 
the  same  accountability' when  it  comes  to  keeping  a 
fund  within  its  classification.  Tms  can  lead  to 
impulsive  buying  and  selling  and,  ultimately,  what- 
the  industry  calls  "style  drift:'  Plus  what  happens 
to  a  fimd  that's  indiAAduany  hisnaged  when  that  one 
manager  goes  on  vacation?  Or  leaves?  That's  wliy 
at  Putnam,  we  have  teams  of  managers,  analysts,  and 
strategists.  It  ensures  that  the  necessary  checks  and 
balances  are  always  in  place  to  keep  a  fund  cbnsisten  t 
Witli  its  goals.  And  that  our  (linds  benefit  from  a  mix 
of  different  skills,  experiences,  and  points  of  view. 
It's  something  we've  learnedTrbm  our  60  years  of 
experience  in  the  business.  And  irt  fact,  with  alrnost 
-   seven  riiillion  indwidiial  investors,  we've  got  more  than 
just  a  second  opinion  on,  our  side. 

T  R  A  O  I  T  "r  O  I  N      MONEY  MANAGEMENT 
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Gommentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THAILAND— AS  GOOD  A  FRIEND  AS  ALWAYS 


Thailand,  visited  in  February,  gives  a  mixed  impression 
of  good  and  bad  economic  news,  and  of  fears  for,  but 
ultimate  confidence  in,  the  fiJture.  First,  the  good  news: 

Thailand  has  a  new  and  seemingly  more  politically 
stable  government  led  by  Prime  Minister  Chavalit 
Yongchaiyudh,  the  well-respected  former  general.  His  is 
a  six-party  government  coalition  that  has  a  majority  of 
about  20.  The  prime  minister  and  his  finance  minister. 
Dr.  Amnuay  Viravan,  a  former  banker,  are  sound-money 
men,  determined  to  keep  the  budget  in  balance. 
Thailand  has  not  had  a  budget  deficit  in  nine  years. 

The  country's  large  trade 
deficits  are  shrinking,  which  has 
greatly  reduced  fears  of  a  curren- 
cy devaluation  similar  to  Mexi- 
co's ruinous  one  in  late  1994. 

Thailand  is  Southeast  Asia's 
largest  auto  manufacturer;  it  is  a 
world-class  producer  of  electronic 
and  computer  components;  it  pro- 
duces all  the  petrochemicals  it  needs 
and  exports  large  volumes  of  tex- 
tiles and  farm  products.  Thailand 
has  an  able,  trained  work  force,  and 
unemployment  is  low,  as  is  infla- 
tion (5.8%  in  1996).  Thailand's  eco- 
nomic growth  rate  has  averaged  7%  to  8%  annually  for  over 
30  years,  despite  many  government  coups  and  changes. 

And  Bangkok's  infamous  traffic  congestion  is  at  last 
being  reduced. 

Now  for  the  bad  news: 

Economically,  1996  was  not  a  good  year.  Exports  de- 
clined (but  the  figures  may  be  wrong  because  of  heavy 
cheating  on  the  VAT);  trade  deficits  rose;  growth  tiropped 
to  well  under  7%  (practically  a  recession  by  Thai  stan- 
dards); and  the  baht,  the  nation's  currency,  slipped.  Over 
the  last  14  months  the  stock  market  has  fallen  by  some 
44%,  and  crime  has  increased. 

Two  months  ago  Moody's  Investor  Service  an- 
nounced it  was  reviewing  Thailand's  debt  as  a  prelude  to 
a  possible  downgrading  of  its  credit  rating.  Any  action  of 
that  kind  would  certainly  harm  the  economy  and  make  it 
more  difficult  for  private  borrowing.  Standard  &  Poor's 
has  said  that  it  has  no  plans  in  the  foreseeable  fiiture  to 


CWW  and  Prime  Minister  Chavalit:  Reaffirming 
friendship  and  mutual  interests. 


downgrade  Thailand's  favorable  credit  rating. 

Recently  there  has  been  some  financial  turmoil  caused 
by  high  interest  rates,  low  growth,  and  many  bad  prop- 
erty loans.  The  government  has  moved  promptly  to 
pump  new  money  into  lending  and  real  estate  companies. 

Thailand  remains  a  reliable  fiiend  of  the  U.S.,  the  two 
countries  having  mutually  supported  each  other  militarily 
since  WWII.  It  is  vital  this  relationship  continue,  which  our 
very  able  ambassador,  William  H.  Itoh — a  skilled  and  expe- 
rienced professional — is  seeing  to.  It  is  hoped  the  Ambas- 
sador's masters  in  Washington  understand  that  Thailand 
is  a  fi-iend  to  be  cherished  and 
aided — particularly  when  its  econo- 
my is  being  seriously  challenged. 

Thailand's  security  problems  are 
less  acute  now  that  Cambodia's  bor- 
ders and  those  of  Thailand's  other 
neighbors  seem  quiet,  presenting  no 
immediate,  visible  threats.  Thailand 
tries  to  maintain  a  constructive  poli- 
cy toward  Myanmar's  military  junta. 

Thailand  is  a  founding  member 
of  the  Association  of  SouthEast- 
ern  Asian  Nations  (ASEAN)  and 
works  closely  with  the  other 
members  without  weakening  its 
U.S.  relationship.  Thailand  has  also  joined  the  Asia- 
Europe  Meeting  (ASEM)  and,  like  Singapore,  does  not 
see  it  as  an  exclusionary  agent  regarding  the  U.S. 

Foreign  investment  is  encouraged;  there  is  even  a  govern- 
ment proposal  to  allow  foreigners  to  own  property.  Thailand 
is  positioning  itself  to  woo  an  influx  of  foreigners  looking 
for  new  opportunities  once  China  takes  over  Hong  Kong. 

The  U.S.  is  a  large  investor  in  Thailand:  $14  billion  in 
total  direct  investment.  We  are  Thailand's  largest  export 
market.  In  1996  we  bought  about  $11  billion,  or  20%, 
of  its  total  exports,  and  our  exports  to  Thailand  grew  by 
13%.  The  U.S.  Embassy  told  us  that  the  business  climate 
for  U.S.  firms  has  never  been  more  positive,  as  Thais 
favor  American  products  because  of  their  technical  qual- 
ity, reliability  and  consumer  attractiveness. 

We  must  be  particularly  carefijl  not  to  let  any  protection- 
ist tendencies  at  home,  or  any  lack  of  understanding  of  the 
importance  of  Thailand  to  us,  spoil  our  relationship.  H 
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T  A  H  O  E 
LIKE  A  ROCK 
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Don't  outlaw  it— red  tape  it 


BYUWRENCE  MINARD 


Dad,  you 
were  right: 
From  licens- 
ing guns  to 
outright 
banning  them 
is  only 
a  short  step. 


When  I  was  growing  up,  I  thought  that 
nothing  better  demonstrated  my  father's  nutty 
side  than  his  opinion  on  gun  control.  "Any 
form  of  hcensing  is  just  an  underhanded 
attempt  to  ban  guns,"  my 
old  man,  an  avid  sports- 
man and  expert  marks- 
man, would  expound.  I 
would  roll  my  eyes.  Here 
we  go  again. 

Dad  was  right. 

Last  year  he  wanted  to 
give  me  a  shotgun.  A  pre- 
mium-grade, 12-bore 
side-by-side,  handmade  in 
Germany  in  the  1920s,  it 
has  beautiful  engraving 
on  its  side  locks,  and 
weighs  just  over  5 
pounds.  It  would  be  per- 
fect in  a  Ralph  Lauren  ad. 
But  before  Dad  could 
send  the  gun  from  Seat- 
tle, where  he  lives,  I  had 
to  obtain  a  New  York 
City  gun  permit. 

The  ordeal  began. 

For  all  of  New  York 
City  there  is  only  one 
place  to  get  an  application 
for  a  long-barreled  gun 
permit — a  dingy,  under- 
staffed office  in  the  basement  of  the  Criminal 
Court  Building  in  deepest  Queens.  (For  hand- 
guns, there's  a  different  place). 

After  standing  in  line  for  a  half-hour  I  was 


record,  history  of  mental  instability,  that  kind 
of  thing.  A  polite  clerk,  Ms.  Metts,  wanted 
three  full  sets  of  fingerprints.  That  took  anoth- 
er half-hour.  I  had  to  produce  a  recent  utilities 
bill  and  my  passport,  and 
four  mug  shots. 

Then  I  started  doling 
out  money:  $74  for  the 
New  York  State  Division 
of  Criminal  Services  for 
checking  out  my  finger- 
prints; $55  to  the  New 
York  City  Police  Depart- 
ment for  their  time.  Luck- 
ily I  had  been  forewarned: 
No  cash,  no  credit  cards, 
no  checks.  Bring  money 
orders.  And  make  sure 
that  you  have  two,  one  for 
the  city  and  one  for  the 
state. 

All  this  took  place  last 
Nov.  15.  Today  is  Mar. 
18.  Four  months,  and  I'm 
still  waiting  for  my  permit. 

So,  Dad,  you  were 
right:  From  licensing  guns 
to  outright  banning  is 
only  a  short  step.  When  I 
commented  to  Ms.  Metts 
that  there  seemed  to  be  an 
awful  lot  of  red  tape 
involved  in  the  process,  she  cheerfully  replied: 
"You  should  try  getting  a  handgun  permit. 
No,  don't  bother.  You'll  never  get  it.  Frankly, 
we  don't  really  want  people  to  have  guns."  An 


given  a  fistful  of  papers  to  fill  out — criminal    honest  woman. 


I'm  just  a  girl  who  cannot  sew 


The  joke's  on 
me:  Instead 
of  heing 
exploited  by 
my  husband, 
I'm  now 
exploited  by 
artisan  trades- 
people. 


I'm  a  career  woman.  Even  when  I 
was  a  kid  I  was  determined  to  be 
independent.  Unlike  my  mother's 
generation,  I  would  not  be  exploit- 
ed by  men.  They  could  darn  their 
own  socks. 

When  asked  if  I  could  cook,  I 
would  put  them  on  notice  that  I 
wasn't  that  kind  of  a  girl.  I 
retorted  proudly:  "I  can't  even 
boil  an  egg!" 

I    learned    French  and 
German.  I  read  Jacques  Derri- 
da's  Of  Grammatolo£iy  and  all  16  vol- 
umes of  Marcel  Proust's  Remembrance  of 
Things  Past. 

While  some  of  my  contemporaries  were 


^1  learning    to    use  a 
Singer     and  make 
mincemeat    pies  and 
scalloped   potatoes,  I 
wrote  a  thesis  on  the 
medieval    romance  of 
Tristan  and  Iseult. 

Now  the  joke's  on  me. 
Instead  of  being  exploited 
by  my  husband,  I'm 
exploited  by  all  kinds  of 
tradespeople. 
Down  the  street,  at  my 
local  grocery,  I  buy  simple, 
prepared  foods  for  ten  times 
what  it  would  cost  to  make  them  myself.  My 
corner  tailor  can  barely  speal'^  EngUsh,  but  he 
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sees  through  me.  He  knows  that  for  all  my 
fancy  degrees,  I'm  useless  with  my  hands,  and 
so  he  charges  accordingly. 

The  tailor  examines  a  small  hole  in  my  best 
sweater  and  declares  with  a  cunning  smile, 


"That  will  be  $35." 

I  can  only  humbly  mutter,  "Oh,  sure,"  and 
wish  I  hadn't  been  so  stiff-necked  about  learn- 
ing traditional  woman  things.  Why  not  Proust 
and  home  economics?  -N.M. 


Spot  the  dot 


BY  SHAIUUA  NEEUKANTAN 


Inspii'ed  by 
Gweu  Stefani 
(see  photo), 
hip,  pierced 
kids  are 
popping  up 
with  pottus 
on  their 
foreheads. 


Traditionally,  a  vermillion 
dot  on  an  Indian  woman's 
forehead  indicated  that  she 
was  a  married  Hindu. 

Then,  about  three  decades 
ago,  the  pottu  or  bindi^  as  it's 
formally  known,  became  a  fash- 
ion statement  for  many  Indian 
women — married  or  not.  It 
evolved  from  a  simple,  round, 
red  or  maroon  dot  in  powder 
form  to  stick-ons  in  different 
shapes  and  sizes. 

Then  the  California  rock 
group  No  Doubt  hit  the  big 
time.  No  Doubt's  lead  singer, 
Gwen  Stefani,  a  blonde-haired 
white  girl  from  Anaheim,  Calif.,  sports  a  stick- 
on  pottu.  She  favors  the  shiny,  teardrop-shaped 


variety,  a  favorite  in  the  south- 
ern part  of  India. 

And  so  now  pottus  are  cool. 
Hip,  pierced  kids — male  and 
female — are  popping  up  with 
shiny  stick-ons  on  their  fore- 
heads. Last  year  Michael  Jack- 
son was  seen  wearing  a  pottu. 
On  a  recent  visit  to  India, 
Hillary  Clinton  sported  one. 

Stylish  Indian  women  look 
aghast  when  they  see  someone 
wearing  a  pottu  with  jeans  or  a 
western  skirt.  "What  godawful 
taste."  But  it's  out  of  their 
hands  now.  Like  so  many  once 
meaningful  symbols,  the  pottu 
has  been  emptied  of  significance.  It's  just 
another  fad.  H 


THE  FORBES  INDEX 
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The  disparity  between 
Treasury  bond  yields  and 
recent  returns  on  equities 
has  encouraged  U.S. 
investors  to  buy  stocl(s 
rather  than  Treasurys,  leav- 
ing foreigners  to  finance 
U.S.  deficits.  This  imbalance, 
claims  Credit  Suisse  First 
Boston  economist  Neal 
Soss,  helps  explain  why 
Alan  Greenspan  has  been 
trying  to  talk  down  stocks. 
Soss  thinks  the  Fed  will 
raise  short-term  interest 
rates  by  25  basis  points, 
to  5.5%,  this  spring. 
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Closeup  on  the  Forbes  Index 
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Current  285.6*'       Previous  284.9'        Percent  cha 


'Preliminary 

Revisec 

The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  nev»  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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major  advisory  roles  in  telecommunications 
privatizations  and  l  estructmlngs. 


78 


integrated  health  care  delivery  networks 
created  or  expanded. 


1,620.,.,—.,™... 

counseled  in  growth  strategies  annually. 


These  are  the 


industries  helping  shape 
a  new  global  economy. 


So  who's  helping 
shape  them? 


™J v^rjX  v>/f_^  risk  management 

recommendations  implemented  for  banking, 
securities,  commodities,  insurance  and 
investment  companies. 


Coopers  &  Lybrand  L.L.P. 
Not  Just  Knowledge.  Know  How.'' 


$400  million 

saved  for  manufacturers  through  supply 
chain  improvements. 


In  the  face  of  ever-accelerating  competition  and  global 
financial  challenges,  what  will  prove  your  most  valuable 
asset?  Perhaps  the  proven  expertise  of  Coopers  &  Lybrand. 


Coopers  coopers*  Lybrand LUP^ 

&LyDr^nd 

I  a  professional  services  firm 


A  VTA  L/ViJ 


Ferdinand  Piech  has  done  wonders  at  Volkswagen, 
but  there's  one  problem  he  can't  do  much  about: 
Hans  and  Fritz  work  short  hours  for  fat  paychecks.  • 

BHnging 
back  the  Beetle 


By  Paul  Klebnikov 

Ferdinand  Piech,  Volkswagen  AG's 
59-year-old  chairman,  exudes  self- 
confidence.  "When  I  started,  we  built 
3  million  cars;  now  we  build  4  mil- 
lion," he  says  with  a  gleam  in  his  eye. 
"In  the  next  three  years  we  will  build 
5  million." 

Piech,  an  engineer  to  the  core, 
takes  obvious  pride  in  those  produc- 
tion numbers.  After  all,  his  grandfa- 
ther, Ferdinand  Porsche,  designed  the 
vw  Beetle  and  founded  the  sports-car 
company  that  bears  his  name.  Piech's 
father  ran  vw  in  World  War  II. 

Trouble  is,  vw's  problem  isn't  unit 
sales.  Its  problem  is  unit  profits.  With 
top-drawer  engineering,  improved 
operating  efficiency  and  somewhat 
more  astute  marketing,  vw  is  no 
longer  bleeding  cash  as  in  1993, 
when  it  lost  $1.3  billion.  However,  it 
still  isn't  very  profitable.  Last  year  vw 
reported  a  $405  million  profit  on  $60 
billion  in  sales — though  its  real  after- 
tax earnings  are  probably  double  diat, 
since  Piech  is  clearly  building  up  a 
cash  hoard  through  accelerated  depre- 
ciation and  excessive  writeoffs.  But 
even  doubled,  vw's  net  still  comes  to 
just  1.4%  on  revenues.  By  contrast, 
GM  and  Chrysler  recorded  net  mar- 
gins of  3%  and  5.7%,  respectively. 

Piech  has  addressed  a  major  part  of 
the  problem  with  a  program  to 
reduce  vw's  production  from  16  car 
platforms  to  4.  American  and  Japa- 
nese companies  achieved  this  kind  of 
rationalization  years  ago  and  vw  is 
finally  catcliing  up.  Piech  says  that  the 
transition,  which  should  be  two-thirds 
complete  next  year,  will  cut  nearly  $2 
billion  from  manufacturing  costs. 

But  there's  an  underlying  problem 


that  is  probably  beyond  even  Piech's 
talents.  Out  of  vw's  243,256  employ- 
ees, 57%  are  in  Germany.  These 
workers  get  six  weeks  paid  holiday 
every  year.  They  work  a  30-hour 
week.  The  German  autoworker  is  the 
highest  paid  in  the  world.  The  aver- 
age German  autoworker  earns  $39  an 
hour  in  wages  and  benefits.  In  the 
U.S.  the  average  autoworker  earns 
about  $25;  in  Japan,  $27. 

Visit  the  heart  of  Volkswagen — the 
gigantic  Wolfsburg  plant.  Rising  out 
of  the  fields  of 
central  Germany, 
this  59-year-old 
factory  is  a  mon- 
ument to  a 
bygone  era  in 
automaking.  The 
largest  auto  plant 
in  the  world,  it 
was  built  by  the 
Nazis  in  1938  to 
turn  out  a  single 
car — the  Beetie — 
in  huge  numbers. 

Today,  the 
Wolfsburg  plant 
shows  little  evi- 
dence of  the  kind 
of  flexible  manu- 
facturing that 
allows  a  company 
like  Toyota  to 
switch  models 
quickly  to  meet  changes  in  demand. 
At  w  the  predominant  strategy  is 
still  huge  volumes  of  the  same  model 
produced  year  after  year  after  year.  In 
1991  the  factory  churned  out  4,400 
cars  a  day  to  meet  the  demand  of 
newly  liberated  Eastern  Europe.  But 


Auto  assembly 
at  Wolfsburg 
The  largest 
auto  plant  in  the 
world— nearly 
half  empty. 


Volkswagen 
Chairman 
Ferdinand  Piech 
Going  for  volume 
at  almost  any 
cost. 
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today  the  plant  turns  out  2,850  cars 
a  day.  Huge  spaces  stripped  of  their 
macliinery  yawn  silendy  at  the  visitor; 
whole  assembly  Unes  He  still. 

Yet  with  tough  German  unions  and 
restrictive  work  laws  the  plant  has  not 
been  able  to  lay  off  unneeded  work- 
ers. Piech  has  stated  that  some 
30,000  of  his  German  employees  are 
redundant  but  he  can't  lay  them  off. 

Nor  is  he  pushing  to  lay  them  off. 
Piech  was  elected  vw  chairman  with 
the  support  of  the  Socialist  president  of 
tlie  state  of  Lower  Saxony,  which  holds 
a  20%  stake  in  vw.  The  powerfiil  engi- 
neering union  IG-Metall  also  backed 
him.  They  would  not  have  done  so  if 
Piech  were  likely  to  institute  massive 
layoffs.  New  labor  talks  are  due  this 
July,  but  despite  Germany's  12% 
unemployment,  the  unions  are  unlike- 
ly to  yield  major  concessions. 

When  you  are  burdened  with  high 
fixed  costs  and  an  uncuttable  labor 
force,  you  go  for  volume  at  almost 
any  cost,  vw  has  led  the  recent  price 
war  in  Europe,  cutting  prices  on  the 
Golf  by  some  5%  last  year.  The  com- 
pany is  relentiessly  increasing  its  share 
of  the  European  market.  At  15.8%  as 
recently  as  1994,  it  is  currently  at 
17.5%.  But  it  is  unlikely  that  its 
cheaper  cars  are  making  much  profit 
in  Europe  these  days. 

What  do  you  do  with  a  good  engi- 
neering staff  and  extremely  expensive 
autoworkers?  You  build  luxury  cars — 
that  way  you  have  a  better  chance  of 
passing  your  high  costs  to  the  con- 
sumer, vw's  luxury  division,  Audi,  has 
performed  spectacularly,  raising  unit 
sales  by  36%  since  1994  and  account- 
ing for  about  half  of  group  profits. 

But  because  it,  too,  must  keep  its 
existing  work  force  busy,  rival 
Daimler-Benz  has  been  expanding  its 
product  line  into  the  lower-priced 
market,  even  as  vw  has  moved  upmar- 
ket. Mercedes-Benz's  CI 80  model  is 
muscHng  into  the  vw  Passat  market, 
while  the  recently  launched  A-series 
hatchbacks  (developed  in  just  38 
months  and  priced  under  $20,000) 
could  take  sales  away  from  the  Golf 

If  he  has  had  to  play  Mother 
Teresa  with  the  unions,  Piech  has 
been  Attila  the  Hun  with  managers. 
Since  taking  over  he  has  removed  all 
but  two  of  the  eight  members  of  vw's 
top  management  team. 
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Seagram  paid  a  stiff  price  to  get  into  the 
entertainment  business. 

Only  now  is  it  clear  how  stiff  that  price  really  was. 

The  high  cost 
of  Hollywood 


To  get  some  quick  cost  savings  on 
parts  and  raw  materials,  Picch  recruit- 
ed Jose  Ignacio  Lopez  dc  Arriortua, 
former  purchasing  czar  for  General 
Motors'  Adam  Opel  AG.  Lopez 
brought  a  ruthless  cost-cutting  strat- 
egy, but  he  also  brought  a  messy  law- 
suit with  GM,  which  charged  him  with 
stealing  sensitive  data  on  Opel's  sup- 
plier prices.  GM  and  vw  recently  set- 
tled out  of  court,  with  vw  firing 
Lopez,  paying  $100  million  in  dam- 
ages and  promising  to  purchase  $1 
billion  of  tiM  parts  over  seven  years. 

For  all  this,  vw  makes  some  of  the 
best  cars  in  the  world.  Drive  the  new 
Passat.  With  its  stiff  suspension,  solid- 
ity and  tenacious  grip  on  the  road,  it 
has  the  feel  of  a  top-of-the-line  sports 
sedan.  The  top  engine  is  a  2.8-liter, 
193hp  V6.  The  Passat's  list  starts  at 
about  $22,000,  closer  in  price  to  a 
Ford  Taurus  or  a  Honda  Accord  than 
to  the  BMW  528i  or  the  Saab  9000 
turbo  it  more  closely  resembles.  The 
new  Passat,  introduced  in  Europe  last 
year,  will  hit  the  U.S.  this  fall. 

Unfortunately  \av  has  no  sports  util- 
ity/ veliicle  for  the  U.S.  market.  Its  best- 
selling  U.S.  car  has  been  the  Jetta,  a 
small  sedan  retailing  at  about  $15,000. 
The  Golf,  long  Fairope's  most  popular 
car,  sold  only  30,000  units  here  last 
year,  disappointing  to  a  company  that 
recalls  the  years  when  Americans 
bought  half  a  million  Beetles. 

"The  Beetle  was  a  more  emotional 
car,"  says  Piech  in  his  raspy  voice.  He 
concedes  tliat  its  replacement,  the  Golf, 
has  "less  emotion,  better  package,  a 
more  European  technical  design." 

Americans  want  emotion  in  their 
cars.>  To  supply  it  Piech  is  bringing 
back  the  Beetle.  Completely 
redesigned  in  California,  vw's  new 
Beetle  will  be  based  on  the  Golf  plat- 
form and  manufactured  in  vw's 
Puebla,  Mexico  plant.  It  will  not  be 
cheap — probably  starting  at  about 
$15,000.  Get  ready  for  some  serious 
How  er-power  nostalgia.  The  resulting 
publicity  and  promotion  will  almost 
certainly  pull  a  lot  of  curious  shoppers 
into  the  wv  showrooms.  Will  Ameri- 
cans find  there  the  kind  of  cars  they 
want  at  prices  they  are  willing  to  pav.^ 

Piech  is  keeping  his  ringers  crossed. 
He  badly  needs  the  extra  production 
volume  that  only  tlie  U.S.  market  can 
absorb.  WM 


By  Seth  Lubove  and  Robert  La  Franco 

Which  would  you  rathhr — run  a 
movie  company  and  mingle  with 
celebrities.^  Or  clip  coupons  from  a 
venerable  but  unexciting  business? 

For  41 -year-old  FMgar  Bronfman 
Jr.,  heir  to  the  Seagram's  liquor  for- 
tune, it  was  no  contest.  Two  years  ago 
Japan's  Matsushita  Electric  Industrial 
Co.  offered  to  sell  80%  of  the 
MCA/Universal  entertainment  busi- 
ness. Seagram  Chief  Executive  Officer 
Bronfman  took  the  deal,  paying  $5.7 
billion  for  Universal. 

On  tlie  surface  it  looked  like  a  rea- 
sonable price:  13  times  cash  fiow  for 
a  second-tier  entertainment  business 
when  Paramount  and  Turner  Broad- 
casting sold  at  roughly  20  times  cash 
flow.  At  the  time  FoRBES  commented 
that  Bronfman  got  a  good  deal, 
assuming  he  could  radically  rebuild 
the  business.  But  two  years  later  those 
prospects  look  dim — despite  its 
potential  comedy  hit.  Liar  Liar — and 
Bronfman's  buyout  of  Universal  looks 
increasingly  like  a  bad  deal  for  share- 
holders, including  his  own  family, 
which  owns  36%  of  Seagram's  stock. 

It  wasn't  just  the  purchase  of  Uni- 
versal. It  was  also  the  way  Bronfman 
paid  for  it.  He  peddled  Seagram's 
crown  jewels — 156  million  shares  of 
America's  premier  chemical  company, 
E.I.  du  Pont  de  Nemours.  The  buyer: 
DuPont  itself,  for  $8.3  billion,  or  53!^ 
a  share,  plus  $440  million  in  warrants. 

Since  then  Seagram  has  pumped 
another  $1.3  billion  into  MCA, 
renamed  Uni\  ersal  Studios  Inc.  With 
entertainment  stocks  in  a  slump  and 
Universal's  cash  flow  stagnant,  Uni- 
versal probably  is  worth  no  more 
than — if  indeed  as  much  as — Bronf- 


man paid  and  has  since  put  into  it. 

DuPont?  Its  stock  has  more  than 
doubled,  and  those  shares  formerly 
owned  by  Seagram  would  be  worth 
$17.6  billion  today.  Looked  at  one 
way,  Bronfman  left  $9  billion  on  the 
table.  Looked  at  another  way,  he  paid 
not  $5.7  billion  for  control  of  Uni- 
versal, but  nearly  $15  billion. 

Seagram  stock,  meanwhile,  is  mar- 
ginally higher  than  when  it  bought 
Universal  but  has  lagged  behind  the 
market.  Recent  price,  39.  Had  it  kept 
its  DuPont  shares,  the  chemical  hold- 
ing alone  would  have  been  worth  over 
$47  per  Seagram  share. 

Compounding  the  injury,  Bronf- 
man could  have  raised  much  of  the 
money  for  the  Universal  purchase  by 
selling  Seagram's  then- 15%  position 
in  Time  Warner.  He  chose  not  to  do 
so.  The  Time  Warner  stock  hasn't 
budged  since  June  1995. 

Bronfrnan  retlised  to  comment,  but 
he  has  consistently  argued  that  Uni- 
versal is  a  long-term  commitment.  He 
says  Universal  has  valuable  entertain- 
ment icons  that  can  be  exploited — 
much  as  Disney  has  exploited  its  col- 
lection of  characters. 

The  latter  argument  is  unconvinc- 
ing. Universal  has  nothing  even 
remotely  matching  Minnie,  Mickey 
and  Donald  and  the  rest  of  Disney's 
stable  of  virtual  performers,  whose 
appeal  is  fresh  with  every  new  genera- 
tion. In  the  past  year  Universal  lost 
the  direct-to-video  and  merchandising 
rights  to  Casper  the  Friendly  Ghost. 

Universal  has  also  lost  its  biggest 
star — director  Steven  Spielberg,  who 
left  to  start  DreamWorks  SKG.  To  get 
a  sense  of  Universal's  dependence  on 
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Spielberg,  visit  the  studio's  theme 
parks  in  California  and  Florida.  Many 
of  the  most  popular  rides  there  are 
Spielberg  creations.  Universal  has  a 
distribution  deal  with  DreamWorks, 
but  it's  worth  a  maximum  of  $50 
million  a  year,  according  to  a  Univer- 
sal insider  close  to  the  deal.  He  says 
the  distribution  fee  is  less  than  half  of 
the  industry  average  of  10%  to  20%  of 
film  revenue. 


It  took  Edgar  Bronfman  almost  a 
year  to  hire  a  studio  chief.  Frank 
Biondi,  51,  is  a  cerebral,  aloof  man, 
well-regarded  as  a  strategist.  But  can 
he  run  a  major  studio?  Sumner  Red- 
stone, who  fired  Biondi  as  Viacom's 
chief,  clearly  had  his  doubts. 

People  close  to  Biondi  say  he  was 
surprised  by  the  operational  mess  he 
found  at  Universal.  The  company 
used  350  law  firms.  Paychecks  were 


cut  on  eight  separate  payroll  systems. 
Financial  reporting  was  in  the  dark 
ages.  Smith  Barney  analyst  Jill  Krutick 
figures  it  will  cost  at  least  $200  mil- 
lion to  fix  the  mess. 

Biondi  plans  to  trim  production  of 
films  Universal  bankrolls  by  itself  to 
12  to  15  a  year,  fi-om  19,  and  to  limit 
the  studio's  risk  by  bringing  in  part- 
ners on  up  to  an  additional  dozen 
films.  The  flip  side  of  less  risk,  of 
course,  is  less  reward. 

Overseas,  where  the  real  growth  is, 
Universal  has  set  up  foreign  distribu- 
tion and  coproduction  deals  and  is 
teaming  up  with  its  theme-park  part- 
ner, the  Rank  Organisation  Pic,  to 
develop  a  park  in  Osaka,  Japan.  But  it 
has  moved  far  more  slowly  abroad 
than  its  rivals. 

Universal's  music  division  would 
seem  to  be  a  bright  spot.  Its  market 
share  has  grown  42%  under  Seagram, 
but  most  of  the  growth  is  from  50%- 
owned  Interscope,  which  is  riding  the 
crest  of  the  dirty,  violent  rap  wave  and 
whose  image  is  marred  by  association 
with  murder  and  drugs.  Universal's 
wholly  owned  record  labels — such  as 
Geffen  Records  and  MCA — have  lost 
market  share  as  a  group. 

In  television.  Universal  is  the 
second-largest  supplier  of  network 
programs,  but  it  doesn't  own  any  dis- 
tribution systems,  except  for  50%  of 
USA  Networks.  To  remedy  that  lack, 
Bronfman's  predecessors  tried  to  per- 
suade their  Japanese  parent  to  acquire 
CBS.  But  there  isn't  much  left  for 
Universal  to  buy.  Disney  has  ABC, 
Rupert  Murdoch  has  Fox  TV  and  a 
global  satellite  broadcasting  system, 
John  Malone  and  Time  Warner  have 
cable  television.  Universal  is  only  a 
vendor  to  these  outfits. 

For  the  next  year  or  so  Seagram  will 
probably  report  strong  earnings  gains  at 
Universal,  likely  boosted  by  this  summer's 
sequel  to  Jurassic  Park.  Much  of  this, 
however,  will  be  fi-om  purchase  price 
accounting,  whereby  big  writeoffs  are 
taken  when  an  acquisition  is  made  so  as  to 
improve  fijture  earnings  (Forbes,  Mar. 
10).  When  these  reserves  are  exhausted, 
Bronfinan  and  Biondi  are  on  tlieir  own. 

Clipping  coupons  and  attending 
board  meetings  may  not  be  as  much 
flin  as  rumiing  an  entertaijiment  com- 
pany, but  fijn  doesn't  pay  dividends — 
or  move  stock  prices.  H 
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Yes,  Mexican  politics  is  corrupt,  but  whose  money  is  corrupting  it? 

A  dirty  shade 
of  green 

By  Peter  Brimelow 


"It  looks  liIvE  you  can't  swing  a  dead  cat  without  hitting 
a  corrupt  Mexican,"  a  Hill  staffer  was  quoted  as  saying 
as  Congress  prepared  to  challenge  the  Administration's 
certification  of  Mexico  as  a  reliable  ally  in  the  war 
against  drugs. 

Certainly  recent  stories  out  of  Mexico  have  been  so 
awful  as  to  verge  on  absurdity.  The  country's  last  presi- 
dent is  in  exile.  Its  top  counternarcotics  coordinator  has 
been  arrested.  In  Tijuana,  right  on  the  U.S.  border,  eight 
senior  law  enforcement  officials  have  been  assassinated 
since  early  1996. 

Etc.,  etc. 

Rude  opinions  about  Mexico's  underlying  malaise  are 
also  easy  to  come  by.  Author  Andres  Oppenheimer 
observed  in  Borderinpi  on  Chaos  (Little,  Brown)  that  "as 
far  as  historians  could  remember,  double-talk  and  deceit 
had  been  part  of  Mexico's  national  character."  The  New 
York  r/wf5  headlines  the  country's  "Cycle  of  Failure." 

Give  the  Mexicans  a  break.  Their  officials  may  be  cor- 
rupt, but  it's  our  money  that  is  doing  the  corrupting.  By 
interdicting  other  supply  routes  in  the  late  1980s,  while 
at  the  same  time  failing  to  end  its  own  domestic  demand 
for  drugs,  the  U.S.  has  ensured  that  the  amount  of  illegal 
drug  money  now  passing  through  Mexico  is  overwhelm- 
ing relative  to  the  size  of  the  Mexican  economy. 

The  sheer  speed  of  the  Mexican  drug  trade  buildup  can 
be  gauged  by  the  State  Department's  budgeted  spending 
there  under  its  Bureau  for  Internadonal  Narcotics  &  Law 
Enforcement  Affairs:  up  from  $658,000  in  1995  to  $5 
million  in  1997. 

But  the  size  of  the  Mexican  drug  trade  is  surprisingly 
hard  to  pin  down.  Forbes'  estimate:  some  $35  billion, 
about  18%  of  Mexico's  gross  domestic  product  (see 
chart).  This  is  higher  than  other  estimates  because  we 
adjust  for  the  peso's  halving  in  value  in  1994-95,  which 
dramatically  increased  the  drug  smugglers'  power,  since 
their  product  sells  for  U.S.  dollars.  .Arguably,  howeveii  the 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


trade  could  be  as  much  as  ten  percentage  points  higher. 

What  does  it  mean  to  have  the  equivalent  of  18%  GDP 
in  criminal  hands.^  Some  perspective:  Pemex,  the  Mexican 
state  oil  company,  has  revenues  of  only  about  15%  of  GDP. 
Indeed,  total  Mexican  government  spending  is  only  about 
27%  of  GDP. 

Put  it  another  way:  18%  of  U.S.  GDP  is  $1.4  trillion. 
Since  the  Mexican  smugglers'  gross  margin  has  been 
reported  at  a  very  impressive  40%,  the  U.S.  equivalent 
would  be  some  $560  billion  available  for  bribes.  Enough 
to  tempt  even  an  American  politician  or  policeman.^ 

To  that  fellow  on  Capitol  Hill:  Your  sneering  at 
Mexico  would  come  with  better  grace  if  we  were 
doing  a  better  job  of  curbing  the  drug  trade 
here  at  home.  ■■ 
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Mexican  drug 
exports  to  the  U.S.: 
$35  billion 
(estimate). 


Sources:  Office  of  National  Drug  Control  Policy,  What  America's  Users  Spend  on  Illegal  Drugs,  1988-93,  1995. 
Forbes  estimates  Mexico's  1995  GDP  at  50%  of  the  World  Bank's  figure  for  1994,  reflecting  the  peso's  collapse 
against  the  dollar  Drug  exports  from  Mexico  to  the  U.S.  are  estimated  to  be  70%  of  total  U.S.  consumption.  This 
includes  transshipments  from  Colombia. 
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Tl  blew  its  lead  in  the  chip  business. 
Refocused— and  with  an  eager  new  boss- 
it's  determined  to  make  a  comeback. 

Chips  ahoy! 


By  Christopher  Palmeri 

Last  year  was  horrible  for  Dallas- 
based  Texas  Instruments,  Inc.  The 
price  of  Tl's  memory  chips  dropped 
80%.  In  late  May  Ti's  respected  chief 
executive,  Jerry  Junkins,  dropped  dead 
of  a  heart  attack.  Ti  finished  1996  with 
lots  of  revenue — $10  billion — and  a 
small,  but  humiliating,  loss. 

You  can't,  however,  judge  a  com- 
pany by  a  single  year.  Tl's  prospects 
for  1997  are  upbeat.  It  pins  high 
hopes  on  its  digital  signal  processors. 
These  are  souped-up,  programmable 
chips  that  focus  on  one  specific 
application,  whether  it  be  keeping 
the  picture  steady  on  a  camcorder  or 
interpreting  the  outline  of  a  baby  in 
a  sonogram  machine. 

TI  projects  that  sales  of  digital  sig- 
nal processors  will  quadruple,  to  $12 
billion,  over  the  next  four  years.  Tl 
currently  has  45%  of  the  market,  to 
runner-up  Lucent  Technologies' 
26%.  "We  have  the  chance  now  to 
put  in  place  the  architecture,  the 
tools  and  the  installed  base  that  will 
make  it  very  hard  for  customers  to 
switch  [suppliers]  in  the  fixture,"  says 
the  new  chief  executive,  Thomas 
Engibous. 

In  hard  disk  drives  that  hold  long- 
term  information  in  a  personal  com- 
puter, Ti's  digital  signal  chips  help 
the  magnetic  disks  operate  efficient- 
ly. The  same  technology  is  being 
rolled  out  in  the  new  digital  video 
disk  players.  Engibous:  "We  believe 
[the  digital  signal  processor]  is  the 
biggest  opportunity  facing  Tl  since 
the  invention  of  the  integrated  cir- 
cuit. We  are  not  going  to  miss  it." 

TI  has  been  disappointed  in  the 
past.  As  recently  as  1985  it  was  the 
world's  number  one  producer  of 
semiconductors,  but  rivals  out- 
flanked it  with  specialty'  chips.  Intel 
Corp.  concentrated  on  microproces- 


Texas  Instrument's  Thomas  Engibous 
"The  biggest  opportunity  since  tlie 
integrated  circuit." 


sors  for  personal  computers. 
Motorola,  Inc.  on  chips  for  Apple 
computers,  pagers  and  cellular 
phones.  The  Japanese,  and  later  the 
Koreans,  spent  billions  to  grab  mar- 
ket share  in  memory  chips.  Tl  has 
since  slipped  to  sixth  place  in  the 
world  semiconductor  market. 

Now  Texas  Instruments  is  scoring 
in  cellular  phone  chips.  A  minor 
player  just  three  years  ago,  Tl 
focused  on  the  next  generation  of 
digital  phones.  It  established  early 
relationships  with  foreign  cellular 
phone  manufacturers  like  Nokia 
Corp.,  LM  Ericsson  and  Oki  that  did 
not  want  to  give  business  to  their 
competitor.  Motorola.  TI  is  now  sec- 
ond place  to  Motorola  in  providing 
cliips  for  digital  cellular  phones. 


"I  used  to  worry  about  Intel;  now 
I  worry  about  Tl,"  says  Thomas 
Beaver,  Motorola's  assistant  director 
of  semiconductor  marketing. 

ti's  latest  chip  is  expected  to  allow 
cellular  phone  operators  to  shrink 
the  size  of  their  transmitting  stations 
from  the  size  of  a  large  closet  to  that 
of  a  shoebox.  Cellular  phone  tech- 
nology is  already  a  $500  million 
business  for  Tl;  the  company  has  told 
Wall  Street  this  could  nearly  double 
in  two  years. 

In  supplying  chips  for  personal 
computer  modems,  Tl  shot  from 
almost  nothing  a  decade  ago  to 
number  two,  behind  Rockwell 
International.  Tl  customer  U.S. 
Robotics  shook  up  the  modem 
industry  by  introducing  ever-faster 
modems,  in  large  part  because  of 
ti's  programmable  digital  processor 
chips.  Packard  Bell  NEC  recently 
became  the  first  major  computer 
maker  to  switch  from  Rockwell  to  Tl 
technology  for  modems  built  into 
its  computers. 

Texas  Instruments  had  tried  to  be 
too  many  things  to  too  many  people. 
Jerry  Junkins  began  to  turn  things 
around  by  selling  laggard  business- 
es and  establishing  joint  ventures 
(Forbes  July  31,  1995).  He  invest- 
ed in  facilities  to  produce  new  kinds 
of  chips — like  the  digital  signal 
processor.  Chips  would  be  the  core 
business. 

His  successor,  Tom  Engibous,  is 
just  44  and  formerly  head  of  Ti's 
semiconductor  group.  An  electrical 
engineer  with  a  matter-of-fact  man- 
ner, Engibous  stuck  with  Junkins' 
decision  to  put  all  Ti's  energies  into 
the  chip  business.  He  sold  Ti's 
defense  electronics  and  notebook 
computer  units  for  $3  billion. 

TI  blew  it  once.  Engibous  is  deter- 
mined it  won't  happen  again.  He  has 
surrounded  himself  with  a  young 
management  team.  "Tom,  Mike 
[Hames,  head  of  digital  signal 
processor  production]  and  I  all  grew 
up  together  [at  ti's  semiconductor 
unit]  in  Houston,"  says  Richard 
Templeton,  head  of  Ti's  semicon- 
ductor group. 

"We  were  excited  then," 
Templeton  says,  with  conviction. 
"We're  real  excited  now.  We're 
going  to  make  this  work."  Wk 
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What  does  it  take  to  become  a 
leading  globai  energy  company? 

In  Chinese  the  word  is  wisdom.  We  know  because  we  recently  acquired  Consolidated  Electric  Power  Asia.  A  wise 
business  move  that's  made  us  the  largest  independent  power  producer  in  Asia.  And  that's  impressive  in  any  language. 


http://www.southernco.com 

:  1996  Southern  Company 


Energy  to  Serve  YourWorld^ 


When  China  formally  takes  over  Hong  Kong 
this  summer,  it  won't  nationalize  businesses. 
Not  directly,  that  is. 

First  money, 
then  the  flag 


By  Tad  Szulc 

The  People's  Liberation  Army 
won't  raise  the  Chinese  flag  over 
Hong  Kong  until  July  1,  but  the 
People's  Republic  of  China  already 
owns  much  of  Hong  Kong. 

The  Beijing  authorities  have  taken 
important  steps  toward  making  the 
Hong  Kong  economy  more  like  that 
of  the  People's  Republic — a  mixture 
of  somewhat  free  enterprise  and  gov- 
ernment ownership.  Companies 
owned  or  controlled  by  Beijing  have 
spent  more  than  $25  billion  to  buy 
control  of  assets  in  the  present 
Crown  Colony.  These  include  power 
plants,  airlines,  banks,  and  telecom- 
munications and  real  estate  firms.  A 
Hong  Kong  banker  calls  it  "backdoor 
nationalization." 

The  seller  gets  cash,  but,  says 
another  banker,  "[the  seller]  is  not  in 
a  position  to  say  no  or  to  hold  out  for 
a  better  price." 

Why  not?  The  Chinese  govern- 
ment can  prevent  him  from  expand- 
ing his  buiness  deeper  into  China. 
There  is  the  implied  threat  of  what 
will  happen  afi:er  Hong  Kong  formal- 
ly reverts  to  China  a  bare  three 
months  from  now. 

Major  stakes  in  Cathay  Pacific  and 
Dragonair  were  bought  last  year  by 
Citic  Pacific,  Ltcl^.,  a  Hong  Kong- 
based  subsidiary  of  China  Interna- 
tional Trust  &  Investment  Corp.  of 
Beijing,  a  government  comp^my.  Citic 
Pacific  also  bought  a  significant  stake 
in  China  Light  &  Power. 

Cathay  Pacific  was  a  particular 
prize.  It  flies  worldwide  routes, 
including  direct  daily  service  to  the 
U.S.  and  Europe.  It  was  owned  and 
run  by  Swire  Pacific,  a  Brirish  con- 
glomerate. Citic  already  owned  iO%, 


but  Swire  agreed  to  sell  Citic  an 
additional  15%  of  the  shares,  bring- 
ing Citic  to  25%  and  reducing  Swire 
to  43.9%.  Swire,  which  at  least  once 
before  had  said  no  to  Beijing,  sold 
the  shares  at  about  a  5%  discount  to 
market  value. 

Swire,  a  prime  representative  of  the 
old  order,  also  sold  Citic  enough 
shares  in  Dragonair,  which  flies 
between  Hong  Kong  and  Taiwan,  to 
raise  Citic's  ownership  to  26.4%.  A 
hint  that  Beijing  might  set  up  a  rival 
airline  preceded  the  deal. 

China  Light  &  Power  Co.,  long 
owned  by  the  wealthy  local  Kadoorie 
family,  supplies  electric  power  in 
Kowloon  and  the  New  Territories. 
The  Kadoories  early  this  year  sold 
Citic  Pacific  enough  shares  to  reduce 
their  equity  from  33%  to  26.6%  and 
to  raise  Citic's  to  about  25%.  The 
Kadoorie  clan  has  good  reason  to 
want  to  avoid  antagonizing  Beijing. 
The  family  owns  Hong  Kong  & 
Shanghai  Hotels,  a  chain  that  oper- 
ates the  highly  profitable  Peninsula 
hotels  in  Hong  Kong,  Beijing,  New 
York  City  and  elsewhere. 

Citic  also  owns  8%  of  Hong  Kong 
Telecommunications,  the  telephone 
company  in  which  Britain's  Cable  & 
Wireless  owns  58%. 

As  it  has  in  China  proper 
(Forbes,  Mar.  24),  the  People's 
Liberation  Army  has  its  hand  in 
Hong  Kong  investments.  China 
Poly  Group,  the  investment  arm  of 
the  army,  is  one  of  China's  biggest 
conglomerates.  It  deals  not  only  in 
armaments  but  also  in  hotels  and 
farming.  Poly's  Hong  Kong  sub- 
sidiary is  the  Continental  Mariner 
Investment,  listed  on  the  Hong 


Kong  Stock  Exchange. 

The  Poly  Group  is  linked  to  Citic 
of  Beijing,  and  both  are  chaired  by 
Wang  Jun,  probably  China's  most 
important  governmental  entrepre- 
neur; Wang  Jun  was  among  the 
Chinese  visitors  who  attended  a 
coffee  reception  hosted  by  Presi- 
dent Clinton  at  the  White  House  in 
February  1996. 

The  pattern  is  becoming  clear:  As 
in  China  proper,  the  fijture  economy 
of  Hong  Kong  is  going  to  be  a  mix- 
ture of  private  and  public.  Remember 
this:  Beijing  does  not  accept  that 
China  is  going  capitalist.  It  describes 
its  economy  as  "a  socialist  market 
economy." 

By  buying,  rather  than  simply 
seizing,  key  former  British  and  other 
foreign  investments,  Beijing  gains 
the  power  to  alter  economic  and 
political  status  in  Hong  Kong  with- 
out violating  its  agreements  with 
London.  Call  it  market-based 
nationalization. 

Chen  Ziying,  one  of  the  Chinese 
deput)'  foreign  ministers  in  charge  of 
Hong  Kong  affairs,  told  the  World 
Economic  Forum  conference  in 
Davos  in  February  that  China's  direct 
investment  in  Hong  Kong  was  $25 
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billion.  He  reported  that  2,000  Chi- 
nese "entities"  are  now  operating  in 
Hong  Kong. 

In  fact,  these  figures  do  not  begin 
to  cover  the  immense  flow  of  funds 
from  China.  Hong  Kong  bankers, 
who  for  obvious  reasons  prefer  not 


to  be  quoted  by  name  these  days, 
estimate  that  $65  billion  annually 
flows  into  the  colony  from  the 
mainland. 

According  to  the  South  China 
Morning  Post,  "many  [Chinese]  local 
authorities  or  government  depart- 


Larry  Yung  with  Derby  Trophy 

Steward  of  Hong  Kong's  exclusive  Jockey  Club,  Yung  is  also  a  business  player. 


Hong  Kong's  glimmering 
skyline  at  night 
Beijing  will  preserve  it 
in  its  own  way. 


ments  have  invested  in  Hong  Kong 
without  the  knowledge  of  the  central 
government,  some  having  done  so 
through  a  web  of  disguises  employ- 
ing offshore  companies." 

At  first  the  Chinese  government 
was  discreet  about  its  investments  in 
Hong  Kong.  Today,  however,  it 
freely  provides  data  on  the  extent  of 
its  Hong  Kong  holdings:  25%  of  all 
bank  deposits;  22%  of  all  foreign 
trade,  including  trade  with  China  in 
both  directions;  20%  of  all  insurance; 
and  12%  of  all  construction. 

China's  official  news  agency, 
Xinhua,  which  over  the  years  has 
acted  as  Beijing's  "embassy"  to  Hong 
Kong,  is  the  proud  source  of  these 
figures. 

Hong  Kong,  which  probably  has 
more  Rolls-Royces  per  inhabitant 
than  any  other  city  in  the  world,  is  a 
powerful  economic  engine.  It  may 
well  be  the  locomotive  that  helps  to 
pull  the  rest  of  China  into  the 
modern  world.  Its  6.4  million  inhab- 
itants have  an  average  annual  per 
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China's 

vice  president, 
Rong  Yiren 
Founder  of 
Citic  Pacific, 
he  resigned  in 
1993  to  take  the 
government  post. 
His  son  recently 
bought  a  stai<e  in 
Citic  Pacific  from 
Citic  of  Beijing  at 
a  big  discount. 


capita  income  of  $23,000,  up  from 
$13,660  in  1991.  This  is  higher  than 
in  Britain,  Canada  or  Austraha.  In 
1995  Hong  Kong  was  Asia's  most 
popular  tourist  destination. 

In  short,  it  is  a  bonanza  that  China 
is  inheriting. 

The  Hong  Kong  Stock  Exchange 
has  a  market  capitaHzation  of  $447 
billion.  It  is  the  second  most  impor- 
tant in  Asia,  after  Tokyo.  Earnings 
per  share  of  the  listed  companies  rose 
15%  in  1996  and  are  projected  to  rise 
another  18%  this  year. 

Citic  Pacific  has  Chinese  govern- 
ment nominees  on  its  board  and  has 
a  market  value  estimated  at  $11  bil- 
lion. Mainland  companies  come  to  be 
listed  on  the  Hong  Kong  exchange  in 
order  to  become  global  financial  play- 
ers; the  Shanghai  stock  market,  while 
wild  and  woolly,  is  only  one  one-hun- 
dredth as  big  as  the  Hong  Kong 
market  when  measuring  the  B  shares 
that  foreigners  can  buy. 

Even  among  private  busincsspeo- 
ple  in  Hong  Kong,  many  of  the  most 
influential  have  close  ties  to  Beijing. 
Consider  the  case  of  Citic  Pacific's 
chairman,  Larry  C.K.  Yung,  whose 
father,  Rong  Yiren,  is  China's  vice 
president.  Yung  was  allowed  to  buy 
18%  of  the  shares  in  Citic  Pacific  fi"om 
Citic  of  Beijing. 

Yung  paid  $1.24  billion  for  the 
purchase,  but  the  price  was  so  dis- 
counted, at  24%,  that  he  could  have 
made  an  immediate  $400  million 


profit  if  he  had  sold  the  shares  on  the 
open  market  the  next  day.  Yung  was 
paid  $26  million  in  salary  and  bonus- 
es in  1995. 

His  father  founded  Citic  in  1976, 
when  Beijing  launched  China's  great 
economic  reforms,  and  resigned  in 
1993  to  become  vice  president. 

Yung  is  a  big  figure  in  Hong 
Kong.  He  is  steward  of  the  Jockey 
Club,  the  most  exclusive  membership 
organization  in  Hong  Kong.  On  Feb. 
23  Yung's  Thoroughbred,  Oriental 
Express,  won  the  $833,000  (U.S.) 
Hong  Kong  Derby. 

As  is  usual  in  China,  and  now  in 
Hong  Kong,  it  is  not  easy  to  figure 
out  where  the  government  ends  and 
private  business  begins. 

The  common  view  is  that  it  will  be 
business  as  usual  in  Hong  Kong, 
post-reunification.  American  money 
is  still  coming  in.  In  mid-February 
Marriott  International  announced  its 
intention  of  acquiring  for  $1  billion 
the  Hong  Kong-based  Renaissance 
Hotel  Group,  which  operates  and 
franchises  150  hotels  in  38  countries, 
including  35  in  the  U.S. 

So  far,  the  Chinese  government 
has  left  the  U.S.  outfits  pretty  much 
alone.  Will  that  hands-off  attitude 
survive  June  30  and  the  takeover.^ 
Probably,  but  while  Beijing  wants 
to  preserve  Hong  Kong  as  a  mighty 
economic  asset,  it  means  to  pre- 
serve it  in  its  own  way  and  on  its 
own  terms.  H 
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The  FDA  and  Ralph  Nader's  pals  almost  strangled 
Physio-Control.  A  fine  product,  a  steadfast 
chief  executive  and  a  kind  parent  saved  it. 

Back  from 
the  dead 


By  William  Green 


Richard  Martin,  chief  executive  of  Physio-Control,  with  an  easy-to-use  defibrillator 
One  day,  they  may  be  almost  as  ubiquitous  as  fire  extinguishers. 


Richard  Martin,  a  quiet,  methodi- 
cal scientist  witli  a  Ph.D.  in  electrical 
engineering,  became  chief  executive 
officer  of  Physio-Control  in  1991. 
His  job  looked  fairly  easy.  With  rev- 
enues that  year  of  $156  million, 
Physio  boasted  more  than  a  third  of 
the  worldwide  market  for  defibrilla- 


tors. These  are  the  devices  that  deliv- 
er an  electric  shock  to  the  heart  to 
get  it  going  during  cardiopulmonary 
resuscitation.  Physio's  then-parent, 
Eli  Lilly,  had  every  reason  to  be 
happy  widi  its  investment. 

But  within  months  of  Martin's 
arrival,    Redmond,    Wash. -based 


Physio  suffered  the  corporate  equiv- 
alent of  cardiac  arrest.  The  Food  & 
Drug  Administration,  under  David 
Kessler,  sued  the  company,  accusing 
it  of  violating  the  agency's  manufac- 
turing regulations.  A  Ralph  Nader 
organization,  Public  C^itizen,  piled  in 
with  charges  that  the  company  had 
contributed  to  hundreds  of  deaths. 

The  scholarly  Martin  didn't  know 
what  had  hit  him.  "[The  situation] 
was  absolute  confusion.  We  had  no 
idea  where  this  was  going,"  he  recalls. 

The  FDA  was  on  a  witch  hunt,  and 
Nader's  group  was,  as  usual,  just 
headline  seeking.  "Those 
allegations  never  came  from 
our  customers,"  says  Martin. 
The  fact  is  that  defibrillators 
are  used  to  revive  patients 
whose  hearts  have  stopped. 
Of  course,  only  a  small  per- 
centage recover,  but  that  is 
no  fault  of  the  devices. 
"When  [device]  failures  do 
occur,"  Martin  rightly  points 
out,  "it's  usually  due  to  inad- 
equate maintenance"  by  the 
owner. 

Somewhat  naively,  per- 
haps, Martin  decided  to 
cooperate  with  the  fda 
rather  than  face  its  wrath.  He 
signed  a  consent  decree, 
admitting  no  wrong  but 
agreeing  to  stop  manufactur- 
ing and  shipping  defibrilla- 
tors until  the  FDA  was 
satisfied. 

Knowing  the  product  was 
safe,  Martin  figured  he  had 
nothing  to  lose.  He  was 
wrong.  Physio  was  shut 
down  for  more  than  a  vear. 
In  1992  and  1993  it  lost  $89 
million,  a  staggering  blow  to 
a  small  outfit.  Fortunately, 
Eli  Lilly  bankrolled  Physio 
during  its  troubles  and  kept 
its  payroll  intact.  Martin  told 
his  sales  force  to  stay  in  close 
contact  with  customers,  even 
when  they  had  nothing  to  sell. 

"We  revamped  every  process  by 
which  we  designed,  developed  and 
built  products,"  Martin  says. 
Appeased,  the  bureaucrats  permitted 
Physio  to  reopen. 

Physio  has  made  a  remarkable 
comeback.  In  1996  it  had  record  rev- 
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[  treatment  orally  tor  just  3  flMS,  ond  ywi  nidy  see  ( 
Soon  after  you  stop  taking  SPORANOX,  you  may  nolke  that  the  new  nail  growing  in  oppeoR  normal 
Since  naik  need  time  to  grow,  you  should  exped  it  to  be  several  months  before  healthy  new  nails  grow  in 
So  now  you  ran  pin  others  who  gave  thid(,  yelbwing,  brittle  naik  the  boot,  and  start  growing  fresh,  new  naik! 

IF  YOU  THINK  YOU  HAVE  TOENAIL  FUNGUS,  ASK  YOUR 
DOaOR  OR  OTHER  HEALTHCARE  PROFESSIONAL,  OR  CALL 


0-595-NAILS  ext.  268 


AND  GET  YOUR  FREE  SPORANOX  "KICK-IT  KIT." 


What  you  should  know  about  the  safety  of  SPORANOX:  SPORANOX  has  been  well 
tolerated  in  patients.  In  clinical  trials  involving  patients  with  thick,  hard,  yellowish. 
Old/or  brittle  noils  (onychomycosis),  the  foikwing  adverse  effects  led  to  either  a 
temporary  or  a  permanent  discontinuation  of  treatment:  elevated  Tiver  enzymes 
(4%),  gastrointestinal  disorders  (4%),  and  rash  (3%).  WARNING: 
SPORANOX  must  not  be  taken  with  terfenadine  (Seldcne®),  ostemizoie 
(HismanaP),  cisapride  (Propulsid®),  or  oral  triazolam  (Haldon®).  In  rare 
instances,  there  were  reports  of  elevated  liver  enzymes  and  hepotitis. 
If  you  feel  unusually  tired  or  sick  to  your  stomach,  have  flulike 
symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
dark  urine  or  pale  stools,  stop  taking  SPORANOX  and  notify 
your  doctor  hnmediately.  If  you're  pregnant  or  considering 
pregnoncy,  you  should  not  take  SPORANOX.  Take 
N  SPORANOX  only  as  dh-ected  by  your  doctor,  and  report 

any  adverse  effects  to  your  doctor  as  soon  as  possible. 
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Please  see  important  precautionary  information  on  adiacent  page. 
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100  mg 

sporanox 

(itraconazDie  capsules] 

Before  prescribing,  please  coi\sull  complele  prescribing  inlormatiort  of  which  Ihe  following  is  a  brief  summarv 


WARNING:  Coadministration  of  lerfenadine  with  itraconazole  is  contraindicatcd.  Serious  cardiovascular  adverse  f  venls,  including 
death,  ventricular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  Itraconazole  concomitantiv  with 
terlenadine.  This  is  due  to  elevated  lerfenadine  concentrations  caused  by  itraconazole.  See  CONTRAINDICATIONS,  WARNINGS, 
and  PRECAUTIONS  sections. 

Another  or.il  ozole  antifungal,  ketoconazole,  inhibits  Ihe  metabolism  of  astemizole,  resulting  In  elevated  plasma  concentrations  of 
a.slcmiziilo  ,ind  ils  ,u1i\c  metabolite  dcsmethylastemizole,  which  may  prolong  QT  intervals,  liased  on  results  of  an  ii;  nlro  study  and 
the  thcmiul  riM  mbLincc  of  itraconazole  mi  ketoconazole,  coadministration  of  astemizole  and  itraconazole  is  contraindicated.  See 
CONTRAINDICATIONS,  WARSTNCS,  and  PRECAUTIONS  seclions. 

Coadministration  of  cisapride  mth  itraconazole  is  contraindicated.  Serious  cardiovascular  adverse  events  including  death, 
ventricular  tachycardia,  and  torsades  de  poinles  have  occurred  in  patients  taking  itraconazole  concomitantly  with  asapride  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sections. 


INDICATIONS  AND  USAGE 

SPORANOX  (itraconazole  capsules)  is  indicated  for  the  treatment  of  the  following  fungal  infections  in  immunocompromised  and  non- 
immunocompromised  patients; 

1 ,  Blastomycosis,  pulmonary  and  e^trapu]mon,irv, 

2,  HLvloplasmoMS,  including  chronn  imtm  pulmonary'  disea.se  and  disseminated,  non-meningeal  histoplasmosis; 

3,  Aspergillosis,  pulmonary  and  e>lrapulmonary,  in  patients  who  are  intolerant  of  or  who  are  refractory  to  amphotericin  B  therapy,  and 

4,  Onychomycosis  due  to  demialophvles  (tinea  unguium)  of  the  toenail  with  or  without  fingernail  mvolvement. 
CONTRAINDICATIONS 

Coadministration  of  lerfenadine,  astemizole  or  asapnde  with  SPORANOX  (Itraconazole  capsules)  is  contraindicated  (See  BOX  WARNING, 
WARNINGS,  and  PRECAUTIONS  sections.) 

Concomitant  adminisn-ation  of  SPORANOX  with  oral  tnazolam  or  with  oral  midazolam  is  contraindicated  (See  PRECAUTIONS  section.) 
SPORANOX  should  not  be  administered  lor  the  treatment  of  onychomycosis  to  pregnant  pahenis  or  lo  women  contemplating  pregnancy. 
SPORANOX  is  contraindicated  in  patients  who  have  shown  hypersensitivity  to  the  drug  or  its  exapients  There  is  no  inlormation  regarding  cross 
hypersensitivity  between  itraconazole  and  other  azole  antihmgal  agents.  Caution  should  be  used  m  prescnbing  SPORANOX  lo  patients  with 
hypersensitivity  to  other  azoles, 
WARNINGS 

In  U  S  clinical  tnals  prior  to  marketing,  there  have  been  three  cases  of  reversible  idiosynaatic  hepatitis  reported  among  more  than  2500  patients 
taking  SPORANOX  (itraconazole  capsules)  One  patient  outside  Ihe  U.S.  developed  fulminant  hepatitis  and  cried  during  SPORANOX 
administration  Since  this  pahent  was  on  multiple  medications,  Ihe  causal  assonation  with  SPORANOX  is  uncertain.  If  clmical  signs  and 
symptoms  consistent  with  liver  disease  develop  that  may  be  attributable  to  itraconazole,  SPORANOX  should  be  discontinued. 
Prior  to  U  S  marketing,  there  have  been  throe  cases  of  lifc'-threatening  cardiac  dysrhythmias  and  one  death  reported  in  patients  receiving 
lerfenadine  and  itraconazole  iSn"  BOX  WARNING.  CONTRAINDICATIONS,  and  PRECAUTIONS  sections  I 

Coadministrition  of  astemizole  with  SPORANOX  is  contraindicated  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS 
sections) 

Concomitant  administration  of  oral  ketoconazole  with  asapnde  has  resulted  in  markedly  elevated  asapride  plasma  concentrahons,  prolonged 
QT  Intervals,  and  has  rarely  been  assoaated  with  ventnnilar  ai  rhvthmias  and  torsades  de  pointes  Due  to  potent  iii  viirp  inhibition  of  tne  hepahc 
enzyme  system  mainly  responsible  for  the  metabolism  of  asapnde  (cytochrome  P450  3A4),  itraconazole  is  also  expected  to  markedly  raise 
cisapride  plasma  concentrations;  therefore,  concomitant  use  of  cisapride  with  SPORANOX  is  contraindicated.  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  PRECAUTIONS  sections.) 
PRECAUTIONS 

Ct-mni  Hepahc  enzyme  test  values  should  be  monitored  in  patients  with  prceusting  hepatic  hinchon  abnonnalihes.  Hepatic  enzyme  test  values 
should  be  monitored  periodically  in  all  patients  receiving  conhnuous  treatment  for  more  than  one  month  or  at  anv  time  a  pabent  develops  signs 
or  symptoms  suggestive  of  liver  dyshinction 
SPORANOX  (itraconazole  capsules!  should  be  administered  after  a  hill  meal 

Under  fasted  conditions,  itraconazole  absorption  was  deaeased  in  the  presence  of  decreased  gastnc  aoditv  The  absorphon  of  itraconazole  mav 
be  deaeased  with  the  concomitant  administrahon  of  antaads  or  gastnc  aad  seaetion  suppressors  Studies  conduaed  under  tasted  conditions 
demonstrateci  that  administration  with  8  ounces  of  a  cola  beverage  resulted  in  inaeased  absorption  of  itraconazole  in  AIDS  patients  with  relahve 
or  absolute  achlorhvdna  This  inaease  relative  to  the  effects  of  a  full  meal  is  unknown. 
lii/bnMlMi  for  ;«lifiiH.  Patients  should  be  mstructed  to  lake  SPORWOX  with  a  hill  meal. 

Patients  should  be  instniaed  to  report  any  signs  and  symptoms  that  mav  suggest  hver  dysfunction  so  that  the  appropriate  laboratory  teshng  can 
be  done  Such  signs  and  symptoms  may  include  unusual  tatigue,  anorexia,  nausea  and/or  vomiting,  jaundice,  dark  unne  or  pale  stool 
Dni{  iiiti'mclims:  Both  itraconazole  and  its  mapt  metabolite,  hydroxvitraconazole.  are  inhibitors  of  Ihe  cytochrome  P4iO  3A4  enzyme  system 
Coadministration  of  SPORANOX  and  drags  pnmanly  metabolized  by  Ihe  cytochrome  P450  W4  enzyme  system  may  result  in  increased  plasma 
concentrations  of  Ihe  drugs  that  could  inaease  or  prolong  both  therapeuhc  and  adverse  effects.  Therefore,  unless  otherwise  spealied,  appropnale 
dosage  adjustments  may  Be  necessary 

Coadministration  o!  terlenadine  with  SPORANOX  has  led  lo  elevated  plasma  concentrahons  of  lerfenadine,  resulhng  m  rare  instances  of  life- 
threatening  cardiac  dysrhythmias  and  one  death.  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  WARNINGS  swtions ) 
Another  oral  azole  antihmgal,  ketoconazole,  inhibits  the  metabolism  of  astemizole,  resulhng  in  elevated  plasma  concentrations  of  astemizole  and 
ils  active  metabolite  desmethylastemizole  which  mav  prolong  QT  intervals.  In  filrn  data  suggest  that  itraconazole,  when  compared  to 
ketoconazole,  has  a  less  pronounced  effect  on  Ihe  biolranslonnahon  system  responsible  lo:  ihe  metaoolism  of  astemizole  Based  on  Ihe  chemical 
resemblance  of  itraconazole  and  ketoconazole,  coadministration  of  astemizole  with  itraconazole  is  contraindicated  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  WARNINGS  secHons.) 

Human  pharaiacokinehcs  data  indicate  that  oral  ketoconazole  potently  inhibits  Ihe  metabolism  of  cisapnde  resulhng  m  an  eight-lold  inaease  m 
the  mean  AUC  of  cisapride.  Data  suggest  thai  coadministrahon  of  oral  ketoconazole  and  asapnde  can  result  m  prolongation  of  the  QT  interval  on 
the  ECG  III  i'lln'  data  suggest  that  itraconazole  also  maricedlv  inhibits  the  bioh-anstonnahon  system  mainly  responsible  lor  the  metabolism  of 
cisapride;  therefore  concomitant  admimstraHon  of  SPORANOX  with  cisapride  Is  contraindicated.  (See  BOX  WARNING 
CONTRAINDICATIONS,  and  WARN'INGS  sections.) 

CoadminLstrahon  of  SPORANOX  with  oral  midazolam  or  tnazolam  has  resulted  m  elevated  plasma  concentrahons  of  the  latter  two  drags  Tlus 
may  potenhale  and  prolong  hypnotic  and  sedahve  effects.  These  agents  should  not  be  used  m  patients  treated  with  SPORANOX.  II  midazolam  is 
admmistered  parenterally,  speaal  precaution  is  nsjuired  since  the  sedative  elfect  may  be  prolonged.  (See  CONTRAINDICATIONS  section.) 
Coadmmistration  of  SPORANOX  and  cydosponne,  laaolimus  or  digoxin  has  led  to  inaeased  plasma  concentrations  of  the  latter  three  drags. 
Cyclosponne,  laaolimus  and  dicoxin  concentrahons  should  be  monitoitd  at  the  mitiation  of  SPORANOX  therapy  and  frequently  thereafter  and 
the  dose  of  these  three  drag  products  adjusted  appropriately. 

There  have  been  rare  reports  of  rhabdomyolysis  involving  renal  transplant  patients  receivlne  the  combmation  of  SPORANOX,  cvdosporine,  and 
the  HMG-CoA  reductase  inhibitors  lovastatinDr  simvastatin.  Rhabdomyolysis  has  been  observed  in  patients  receiving  HMC-CoA  redurtase 
inhibitors  administered  alone  (at  recommended  dosages)  or  concomitantiv  with  immunosuppressive  drags  including  cydosponne 
When  SPORANOX  was  coadministered  with  phenvtoin,  rifampin,  or  H;  antagonists,  reduced  plasma  concentrations  of  Itraconazole  were 
reported.  The  physician  is  ad\n<ed  to  monitor  tne  plasma  concentrations  of  itraconazole  when  any  of  these  drags  is  taken  concunently,  and  to 
increase  Ihe  dose  of  SPORANOX  if  necessary  Although  no  studies  have  been  conducted,  concomitant  administration  of  SPORANOX  and 
phenvtoin  may  alter  Ihe  metabohsm  of  phenvtoin;  therefore,  plasma  concentrations  of  phenvtoin  should  also  be  monitored  when  it  is  nven 
coiiciinenlly  with  SPORANOX.  '  ^ 

If  has  been  reported  that  SPORANOX  enhances  Ihe  anScoanilant  effect  of  coumarin-like  drags.  Therefore,  prothrambin  lime  should  be  carefully 
monitored  in  patients  receiving  SPORA.NOX  and  coumarin-Uke  drags  simultaneously. 

Plasma  concentrahons  of  azole  anhhingal  agents  are  reduced  when  given  concutrenflv  with  isoniazid.  Ifraconazole  plasma  concentrahons  should 
be  monitored  when  SPORANOX  and  isoniazid  are  coadmmistered. 

Severe  hypoglycemia  has  been  reported  in  pahents  concomitantiv  receiving  azole  antihmgal  agents  and  oral  hypoglycemic  agents.  Blood  glucose 

concentrations  should  be  carchilly  monitored  when  SPORANOX  and  oral  hypoglycemic  agents  are  coadministered. 

Tinrahis  and  deaeased  heanng  have  been  reported  in  pahents  concomitantly  reteixing  SPORANOX  and  (jiinidine.  Edema  has  been  reported  in 

pahenis  concomitantly  receiung  SPORANO)(  and  dihydropyndine  calaum  chaiind  blockers.  Appropnale  dosage  adjuslinenLs  may  be  necessary. 

The  results  from  a  study  in  which  eight  HlV-infated  individt..ils  were  treated  with  zidovudine,  8  *  0.4  mg/kg/day,  showed  that  the 

pharmacokinetics  of  zidovudme  were  not  affected  during  concomitant  administration  of  SPORANOX,  100  mg  b  i  d 

OirciMifnifSis,  Miitflffiii-sis  mid  lm|»iinimit  oj  ffrlility:  Itraconazole  showed  no  evidence  of  cardnogerndtv  potential  m  mice  treated  orally  for 

23  months  at  dosage  levels  up  to  80  mg/kg/day  lapproximately  lOx  the  maximum  recommended  human  dose  (MRHD)|.  Male  rats  treated  with 

25  mg/ke/day  (3.1x  MRHD)  had  a  slightly  increased  incidence  of  soft  tissue  sarcoma  These  sarcomas  mav  have  been  a  consequence  of 

hypercholesterolemia,  which  is  a  response  of  rats,  but  not  dogs  or  hur.ans,  to  chrome  itraconazole  admirostration.  Female  rati  treated  with 


50  mg/kg/day  (6.2ix  MRHD)  had  an  increased  inadcnce  of  squamous  cell  caranoma  of  the  lung  (2/50)  as  compared  lo  the  untr( 
Although  the  occurrence  of  squamous  cell  carnnoina  in  the  lung  is  extremely  uncommon  m  untreated  rats,  the  inaease  m  this  sti 
stahshcally  signihcant 

Itraconazole  produced  no  mutagenic  effects  when  assayed  in  appropriate  bactenal,  non-mammaban  and  mammalian  test  systems. 
Itraconazole  did  not  affert  Ihe  fertility  of  male  or  female  rats  treated  orallv  with  dosage  levels  of  up  to  40  mg/kg/day  (5x  MRHD)  ( 
parental  toxiatv  was  present  at  this  dosage  level  Mure  severe  signs  ot  parental  toxiaty,  mcluding  dealh,  were  present  m  the  next  hi 
leyd,ltiOmg/lg/dav(2l)xMRHDl 

Prfniancv  trralogcnic  Eifecis  Pregnancy  Category  C:  Itraconazole  was  found  lo  cause  a  dose-related  increase  in  matern 
emCrvoloxicity  aniileratogematy  in  rats  al  dosage  levels  of  approximaldy  40-160  mg/kg/day  {ylSh  MRHD)  and  m  mice  at  dosa 
approximately  80  mg/kg/dav  (ICx  MRHD)  In  rats,  Ihe  teratogeniatv  consisted  of  major  skdetal  defects;  in  mice  it  consisted  of  eni 
and/or  maaoglossia. 

There  are  no  shidies  in  pregnant  women  5P0RA.N0X  should  be  used  for  the  treahnent  of  systemic  hingal  infections  in  pregnancy 
beneht  outweighs  the  potential  nsk  SPORANOX  should  not  be  administered  for  the  treatment  of  onychomycosis  to  pregnant  p; 
women  contemplating  pregnancy.  SPORANOX  should  not  be  administered  to  women  of  child-bearing  potential  for  the  tr 
onychomycosis  unless  they  are  taking  effective  measures  to  prevent  pregnancy  and  the  pahent  begins  therapy  on  Ihe  second  or  thin 
next  nonital  menstraal  period  Effective  contracephon  should  be  continued  throughout  SPORANOX  therapy  and  for  2  month 
treatment 

Niirsiiiy  Mef/im  Itraconazole  is  exaeted  in  human  milk,  therefore,  SPORANOX  should  not  be  administered  lo  nursme  women 
Prfiiilric  Uv  The  effican  and  safety  of  SPORANOX  have  not  been  eslablished  in  pediatnc  pahents  No  pharmacokinehc  data  are 
children  A  small  number  of  pahents  age  3  to  Ifi  vears  have  been  treated  with  100  mg/dav  oi  itraconazole  for  systemic  hingal  infect 
senous  unexpected  adverse  effects  have  been  reported 

In  three  toxicology  shidies  using  rats,  itraconazole  induced  bone  defects  al  dosage  levels  as  low  as  20  mg/kg/day  (2  5x  MRHDl  T 
defects  induded  reduced  bone  plate  adivity,  thinning  of  the  zona  compacta  ot  the  large  bones  and  maeaseo  bone  fragihtv  At  a  doyg 
mg/kg/day  (lOx  MRHDl  over  one  year  or  IfiO  mg/kg/day  I20x  MRHD)  for  six  montns,  itraconazole  induced  small  tooth  pulp  with  h 
appearance  in  some  rats. 

While  no  such  hone  toxirity  has  been  reported  in  adult  pahents,  the  long  term  effed  of  itraconazole  in  pediatric  pahents  is  unknown 
HlV-iii/fclfil  Piilinils:  Because  hvpochlorhvdna  has  been  reported  in  HIV-infected  individuals,  the  absorption  of  itraconazole  in  these  p 
be  decreased 

The  results  from  a  shidv  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  *  0.4  mg/kg/dav,  showi 
pharmacokinetics  of  zidovudine  were  not  affected  dunng  concomitant  administration  of  SPORANOX,  100  mg  b  i  d. 
ADVERSE  REACnONS 

in  U  S  dinical  Inals  prior  to  marketing,  there  have  been  three  cases  of  reversible  idiosynaatic  hepatitis  reported  among  more  than  2> 
One  pahent  outside  the  U  S  developed  hihninanl  hepatihs  and  died  dunng  SPORANOX  (itraconazole  capsules)  acfmirastrahon  E 
patient  was  on  multiple  medications,  Ihe  causal  assoaation  with  SPORANOX  is  uncertam  (See  WARNINGS  sechon ) 
ONYCHOMYCOSIS 

Adverse  events  in  the  following  table  led  to  either  temporary  or  permanent  discontinuation  of  tieatinent: 

Body  System /Adverse  Event 

InadenceCi) 
ln=II2l 

Elevated  Liver  Enzymes 
(>2x  normal  range) 

4'; 

Gastiointestinal  Disorders 

4"; 

Rash 

3'; 

Hypertension 

2'3 

Orthostatic  Hypotension 

K 

Headache 

n 

Malaise 

r, 

Myalgia 

r, 

Vascuhtis 

I", 

Vertigo 

1', 

SYSTEMIC  FLNGAL  INFECTIONS 

Adverse  expenence  data  in  the  following  table  are  denved  from  602  patients  ti-eated  tor  systemic  hingal  disease  in  U  S  clinical  tnals 
immunocompromised  or  receinng  multiple  concomitant  medications.  01  these  patients,  tieatinent  was  discontinued  in  10  5')  of  pahe 
adverse  events  The  median  duration  belote  discontinuation  of  therapy  was  81  days,  with  a  range  of  2-776  days.  The  table  lists  adve 
reported  by  al  least  17,  of  patients 

Body  System/ Adverse  Event 
(InadenceJ  ff) 

Inadence  1 

Gastrointestinal  Disorders 
Nausea 
Vomiting 
Dianhea 
Abdommal  Pain 
Anorexia 

10.6 
5.1 
3.3 

1.5 
1.2 

Body  as  a  Whole 
Edema 
Fahgue 
Fever 
Malaise 

35 

2-8 
25 
12 

Skin  and  Appendages 
Rash 
Prarihis 

8.6- 
2i 

Central  and  Penpheral  Nervous  System 
Headache 
Dizziness 

3.8 
17 

Psychiatnc  Disorders 
Libido  decreased 
Somnolence 

1.2 
1.2 

Cardiovascular  Disorders 
Hypertension 

32 

Metabohc  and  Nutntional  Disorders 
Hypokalemia 

2.0 

Urinan,'  System  Disorders 
Albuminuna 

1.2 

Liver  and  Biliary  System  Disorders 
Hepatic  tiinchon  abnormal 

'  ^ 

Reproductive  Disorders,  Male 
Impotence 

1.2 

•Rash  tends  to  occur  more  frequently  m  unmunocompromised  pahents  receiving  immunosuppressive  medications 

Adverse  events  infrequently  reported  in  all  stiidies  included;  constipation,  gastiihs,  depression,  insomnia,  tinnihis,  menstrual  disorder 

insufhaency,  gynecomastia  and  male  breast  pam. 

In  worldwide  postmarketing  expenence  with  SPORANOX,  allergic  reactions  indudmg  rash,  pmntiis,  urticana,  angioedema  and  in  rare  i 
anaphylaxis  and  Stevens-johnson  syndrome,  have  been  reported.  Marketmg  expenences  have  also  included  reports  of  elevated  liver  en/\ 
rare  hepatihs  Although  the  causafas.<<)aation  with  SPORANOX  ls  uncertam,  rate  hvpertnglvcendemia  and  isolated  cases  ot  neuropa 
also  been  reported 
OVERDOSAGE 

Itraconazole  is  not  removed  by  dialysis.  In  the  event  of  acddental  overdosage,  supportive  measures,  mduding  gastnc  lavage  mif 
bicarbonate,  should  t«  employed 

No  significant  lethality  was  observed  when  itraconazole  was  administered  orally  to  mice  and  rats  at  dosage  levels  of  320  mg/kg  or  ic 
200mg/kg. 
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enues  of  $173  million,  up  from  $149 
million  in  1995.  More  good  things 
lie  ahead.  The  worldwide  market  for 
defibrillators  is  about  $420  million 
(annual  sales),  and  Physio  now  has 
about  40%  of  it. 

While  the  U.S.  market  for  defibril- 
lators is  fairly  well  saturated,  Physio 
sells  in  80  countries.  Moreover,  it  has 
a  line  extension — automatic  external 
defibrillators  (aeds),  which  are  small, 
cheap  and  easy  to  use  with  minimal 
training.  If  the  market  expands,  as 
Physio  hopes  it  will,  one  day  offices, 
cinemas,  malls,  airports,  hotels — any- 
where people  congregate  in  large 
numbers — will  be  equipped  with 
these  devices,  as  will  fire  engines  and 
police  cars.  Support  comes  from  the 
American  Heart  Association,  which 
notes  that  sudden  cardiac  death 
strikes  1 ,000  Americans  a  day.  Nader, 
Kessler  &  Co.  notwithstanding, 
chances  of  survival  would  improve  if 
defibrillators  were  close  at  hand. 

Physio's  AED,  the  LifePak  500, 
recently  received  FDA  approval. 
Buyers  have  included  the  Boston 
Police  Department  and  Virgin 
Atlantic  Airways,  which  will  carry  the 
device  on  its  transcontinental  flights. 

Plenty  of  rivals  want  a  share  of  the 
spoils.  One  contender  is  Heartstream, 
a  public  company  founded  by  five  of 
Physio's  former  employees.  Alan 
Levy,  Heartstream's  chief  executive, 
claims  that  Martin  was  slow  to  see  the 
potential  of  aeds  and  is  now  "scram- 
bling to  catch  up." 

In  January,  Heartstream  filed  suit 
against  Physio,  claiming  that  the 
LifePak  500  infringes  one  of  Heart- 
stream's  patents.  Physio  has  sued, 
too,  accusing  Heartstream's  founders 
of  stealing  intellectual  property  from 
their  ex-employer. 

The  lawsuits  are  likely  to  grind  on 
for  years.  But  Martin  figures  that  if  he 
can  survive  a  war  with  the  FDA,  he 
can  survive  anything. 

The  sad  part  of  the  story  is  that  Eli 
Lilly  never  profited  from  keeping 
Physio  alive.  It  sold  Physio  to  Bain 
Capital  in  a  1994  leveraged  buyout 
for  $61  million.  Physio  went  public 
a  year  later  and  Bain  cashed  out  for 
about  $180  million.  The  stock  has 
continued  to  rise  from  14'/:  z  share 
at  the  initial  public  offering,  to  a 
recent  20%.  Hi 


John  Ong  gets  no  prizes  for  Goodrich's  performance 
during  most  of  his  long  tenure,  but  he  goes  out  this 
year  with  the  company  finally  in  good  shape. 

But  why  did 
it  take  so 
damned  long.^ 


By  Bernard  Condon 


John  Ong,  Goodrich's  outgoing  chairman 

Out  of  tires,  into  aircraft  parts  and  specialty  chemicals. 


Richfield,  Ohio-based  B.F.  Good- 
rich is  a  conh-ising  kind  of  company. 
Though  its  name  has  been  long  asso- 
ciated with  tires,  it  sold  its  tire  busi- 
ness almost  a  decade  ago.  Today  it  is 
in  two  businesses,  neither  of  which 
has  much  to  do  with  the  other:  air- 
craft parts  and  specialty  chemicals. 

John  Ong,  a  lawyer  and  36-year 
company  veteran,  has  run  Goodrich 


for  17  years  without  much  distinc- 
tion: Goodrich's  revenues  last  year 
weren't  much  higher  than  they  were 
ten  years  ago.  Losses  and  writeoffs 
have  reduced  its  book  value  sharply. 

But  now,  at  63,  Ong  looks  likely  to 
head  into  retirement  this  summer  on 
a  note  of  triumph.  Goodrich's  earn- 
ings rose  30%,  to  $152  million  on 
$2.2  billion  in  sales  last  year.  Its 
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stock,  which  languished  for 
many  years,  finaih'  took  off  in 
1995.  Sitting  on  $110  million 
in  cash  and  a  low  enough 
debt-to-capital  ratio  (27%)  for 
some  heavy  borrowing, 
Goodrich  is  poised  for  one  or 
two  big  acquisitions. 

What  does  it  have  now? 
Specialty'  chemicals — additives 
like  thickeners  for  toothpaste 
and  plastics  used  to  make 
heat-resistant  pipes — are  38% 
of  sales,  about  $825  million. 
But  aerospace,  a  sideline  a 
decade  ago,  is  fast  becoming 
the  guts  of  the  business. 

Ong  eventually  sold  Good- 
rich's old  tire  business  in 
1988  to  the  leveraged  buyout 
firm  Clayton,  Dubilier.  In 
1993  he  dumped  Goodrich's  ■■■ 
big  pol)a'inyl  chloride  opera- 
tion. With  the  more  than  $1 .2  billion 
received  from  the  liquidations  he 
proceeded  to  build  up  Goodrich's 
tiny  aircraft  parts  business,  then  a 
$340  million  (1988  sales)  outfit  that 
made  aircraft  wheels  and  brakes. 

This  decision  to  concentrate  on 
aerospace  was  based  on  the  thesis 
that  die  fragmented  aircraft  parts 
business  would  consolidate,  just  as 
aircraft  makers  ha\'e  with  (among 
other  things)  the  recent  melding  of 
Boeing  and  McDonnell  Douglas. 
"There  will  be  a  whole  restructuring 
of  the  parts  systems  industry,"  Ong 
says,  "and  Goodrich  will  be  a  sur- 
\ivor."  Goodrich  now  gets  56%  of  its 
revenue  from  aerospace  products,  up 


Goodrich  Chief  Executive  David  Burner 
On  a  buying  spree. 


from  just  6%  in  1985. 

David  Burner,  then  head  of  the 
aerospace  unit  and  now  chief  execu- 
tive, was  convinced  the  business' 
ftiture  lay  in  offering  aircraft  assem- 
blers packages  of  equipment  already 
assembled,  instead  of  simply  discrete 
parts.  Think  Lear  Corp.,  the 
Michigan  car-seat  maker  that  has 
been  buying  up  carpetmakers  and 
door-panel  manufacturers  and  now 
supplies  entire  car  interiors  to  the  big 
three.  Lear  has  made  a  big  success. 
Its  revenues  last  year  were  $6.2  bil- 
lion, triple  that  of  three  years  ago. 

Accordingly,  Burner  and  Ong 
went  on  a  buying  spree,  spending 
$800  million  over  nine  years  on  21 


What  will  Goodrich  buy? 


Parent 

Company 

Products 

Sales 
($mil) 

Price 
range* 
($mil) 

BTR 

Dunlop  Aviation 

Brakes,  de-icers,  landing  gear, 

$550t 

$440  to  $825 

tiydraulics,  rubber  seals 

GEC 

GEC-Marconi 

Avionics,  sensors  and  actuators, 

4,8001: 

missile  controls,  sonar,  stiipbuilding 

LucasVarity 

Lucas  Aerospace 

Fligtit  and  engine  controls 

793 

630  to  1,200 

Smiths  Industries 

Smitlis  Aerospace 

Avionics,  sensors  and  actuators 

600 

480  to  900 

*Based  on  recent  deal  range  of  0.8  to  1.5  times  sales  tincludes  other  btr  aerospace  business. 
±GEC  doesn't  break  out  figures  for  civil  and  military  equipment  businesses. 
Sources:  Fliiht  International:  Merrill  Lynch. 

Goodrich  has  money  to  spend,  and  these  British  companies  have  what  it  needs. 
It  could  fill  out  its  line  with  their  products: 
Controls,  hydraulics,  sensors  and  actuators. 


aerospace  parts  companies. 
Their  two  biggest  acquisi- 
tions, both  in  1993:  Rose- 
mount  Aerospace  for  $300 
million,  a  maker  of  air-data 
sensors;  and  Cleveland  Pneu- 
matic, whose  products  attach 
Goodrich  wheels  to  the  body 
of  the  aircraft. 

Another  haul:  Tramco,  an 
aircraft  maintenance  and 
repair  company.  It's  now  an 
estimated  $170-miUion-a-year 
business,  up  from  $50  million 
when  Goodrich  bought  it  in 
1988. 

It's  easy  to  buy.  Harder  is 
improving  what  you  buy,  but 
Goodrich    is   doing   it.  At 
Cleveland  Pneumatic's  main 
plant,  in  an  otherwise  boarded- 
up  section  of  town,  machines 
that  cut  excess  metal  from 
Boeing  gear  now  take  just  one  shift  to 
adjust  for  McDonnell  gear.  That's 
down  from  four  sliifts  when  Goodrich 
took  over  3/<  years  ago.  Says  Ong,  a 
collector  of  morocco-bound  18th- 
and  19th-  century  novels:  "The  place 
was  out  of  Charles  Dickens  before." 

"There's  no  choice  in  this  industry 
but  to  drive  your  costs  down,"  sa}'s 
Marshall  Larsen,  the  West  Point 
graduate  who  now  heads  aerospace. 
"We're  going  to  make  similar  (mar- 
gin) improvements  over  the  next 
three  to  five  years,  too."  Meanwhile, 
of  course,  adding  more  parts  to  the 
picture  and  offering  ever  more  com- 
plex assemblies.  Ong  says  British 
companies,  which  generally  have 
lagged  behind  their  U.S.  counter- 
parts in  raising  productivity,  are  good 
prospects  for  acquisition. 

"You  don't  run  companies  for  the 
short  term,"  says  Ong  by  way  of 
explaining  why  it  took  so  long  to 
turn  Goodrich  around.  But  he 
admits  he  dragged  his  heels  needless- 
ly in  trying  to  unload  the  PVC  unit. 

All's  well  that  ends  well.  Good- 
rich's aerospace  division  increased 
operating  margins  to  12.8%  last  year, 
from  10.5%  in  1993.  This,  despite  the 
fact  that  the  division  has  acquired  14 
companies  since  then  and  hasn't  been 
able  to  increase  prices.  Best  of  all,  it  is 
now  solidly  established  in  what  will 
almost  certainh'  be  a  gro\\l:h  business 
for  a  long  time.  H 
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>i  $35,000 


To  get  performance  like  this, 
we  researched  thousands  of  numbers. 


Dean  Witter 

Dividend  Growth  Securities 

Average  Annual  Total  Returns  (as  of  12/31/%)* 

lYr +19.27%  5  Yr +13.48%  10  Yr +13.48% 

SEC  Standardized  Average  Annual  Total  Returns  (as  of  12/31/96) " 

lYr +14.27%   5  Yr +13.24%   10  Yr +1348% 


But  you  have  to  remember  only  one. 
1-800-THE-DEAN. 


$5,000 


Finding  solid 
i  investment  opportunities 

'  takes  a  lot  of  work.  But  not  for  you.  All  you  have  to  do 
is  pick  up  the  phone  and  call  Dean  Witter, 

Well  send  you  information  about  the  Dean  Witter 
!  Dividend  Growth  Securities  fund,  which  has  had 
1  1-,  5-  and  10 -year  average  annual  returns  of  19.27%, 
13.48%  and  13.48%,  respectively.* 

And  by  calling  1-800-THE-DEAN.  you  get  more 
than  solid  performance  numbers.  You  can  get  in 
touch  with  the  experience  of  a  Dean  Witter  Account 

Wr  Measure  Success  One  Investor  At  A  Time 

M  DEAN  WITTER 

Ask  for  our  free  brochure  and  a  prospectus,  wfiicti  contains  complete  information  on  risks,  ctiarges  and  expenses  Read  the  prospectus  carefully  before  you  invest  or  send  money 

The  graph  illustrates  the  grovrth  of  $1 0,000  for  Dean  Witter  Dividend  Growrth  Secunties  for  the  1 0  years  ended  December  31,1 996.  Dividends  and  capital  gains  wre  reinvested  at  net  asset  value, 
assuming  no  redemption.  A  contingent  deferred  sales  charge  (CDSC).  which  declines  from  5%  in  the  first  year  to  zero  after  six  years,  applies  only  upon  the  sale  of  fund  shares.  Investment  return  and 
principal  will  fluctuate  so  that  your  shares,  when  redeemed,  may  be  worth  more  or  less  than  their  onginal  purchase  price.  Past  perfomiance  is  no  guarantee  of  future  results. 

*  Average  annual  total  retums  reflect  the  actual  peitormance  of  the  fund  and  assume  you  did  not  sell  your  shares. 

*  *SEC  standardized  retums  assume  you  sold  your  shares  at  the  end  of  each  reporting  period.  A  declining  sales  charge,  which  applies  only  if  the  shares  were  sold  within  six  years  of  their  purchase,  is 
reflected  in  these  retums, 

U  ,  ©1997  Dean  Witter  Distributors  Inc. 


Executive.  They  have  a  wide  range  of  investment 
choices,  including  the  Dean  Witter  family  of  mutual 
funds,  to  offer  you.  All  backed  by  advice.  Solid  advice, 
based  on  an  understanding  of  your  unique  financial 
situation  and  goals. 

Remember,  past  performance  cannot  guaran- 
tee future  results.  You  may  have  a  loss  or  gain  when 
you  sell  your  shares. 

Call  1-800-THE-DEAN  now  for  more 


information.  And  for 
the  office  nearest  you. 


Wanna  play  a  game? 
How  did  Nintendo  launch  the  first 
64-bit  video  game  system... 


For  a  chance  to  win  a  Ni;ite,ndo  64  game  system,  visit  wwvv.as400.ibm.com/nintendo. 


Mario,  Nintendo  64  and  the  Mario  character  are  trademarks  ol  Nintendo  of  America  Inc.  Mario  character  ©  1997  t\lintendo  of  America  Inc 
IBM  and  AS/400  are  registered  tradema'ks  and  Solutions  for  a  small  planet  is  a  trademark  ol  IBM  Corporation  All  other  company  and/or 
product  names  are  trademarks  or  registered  trademarks  of  tlieir  respective  companies.  ©  1997  IBM  Corporation 


and  ship  over  350,000 
units  in  record  time? 


AS/400  Advanced  Series 

64-bit  technology 
helped  Nintendo  with  one 
of  the  most  successful  launches 
in  video  game  history. 

Nintendo  created  the  Nintendo  64® 
system-the  64-hit  video  ganw  machine 
with  m  iml-hending  3D  graphics  that  make 
for  an  awesome  playing  experience. 

Anticipating  huge  product  demand, 
Nintendo  of  America  Inc.  upgraded 
its  automated  distribution  facihty  to 
AS/400  Advanced  Series  with  64-hit 
lUSC  technology.  Which  orchestrated 
the  retrieval  packing,  shipping  and 
verifuution  for  all  orders.  And  made  it 
possible  for  Nintendo  of  America  to  ship 
over  350,000  units  of  the  system  to 
tlieir  retailers  in  record  time. 

Howard  Ringoen,  VP  of  Information 
Services  for  Nintendo  of  America,  says, 
''Every  day  I  bet  our  bwuiiess  on  AS/400. 
Many  words  come  to  mind-leading  edge, 
mission  critical,  open  system,  relicdnlitx, 
cost  effective,  and  most  of  all,  competitive 
advantage!'  Or  as  Mario  would  say, 
"YaaHOO.'YaaHAA!" 

To  find  out  how  AS/400  Advanced 
Series  can  help  your  business  n  in,  call 
1 800 IBM-2468,  ext.  BA214. 


Solutions  for  a  small  planet  " 


IN  THE  ClASSRDOM 


Showdown  at 
gendei*  gap 


BY  DIANE  RAVITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


There  is  a  35 -point  difference  between 
boys  and  girls  on  the  mathematics  portion  of 
the  Scholastic  Assessment  Test  (formerly 
known  as  the  Scholastic  Aptitude  Test).  This 
difference  in  test  scores  is  nothing  new.  A 
large  gender  gap  in  mathematics  has  been 
regularly  reported  for  the  past  30  years. 

In  March  the  Center  for  Women  Policy 
Studies  in  Washington  decided  to  shoot  the 
messenger.  The  mathematics  test,  it  argued, 
is  biased  against  girls.  The  cure  it  recom- 
mends is  that  all  questions  on  which  boys 
consistently  do  better  than  girls  should  be 
eliminated  from  the  SAT. 

Nobody  knows  why  the  gender  gap  exists 
or  why  it  is  so  large.  Girls  who  take  the  sat 
have  completed  just  as  many  math  courses  as 
boys  and  are  just  as  likely  to  have  studied 
algebra,  geometry,  precalculus  and  calculus. 
On  average  the  girls'  high  school  math  grades 

The  Center  for  Women  Policy 
Studies  recommends  that  all  math 
questions  on  which  boys  reg;ularly 
do  better  than  girls  should  be 
eliminated  from  the  SAT. 


are  identical  to  the  boys'.  Yet  there  it  is,  a  35- 
point  gap. 

Here  are  some  of  the  actual  sat  math  ques- 
tions that,  according  to  a  1989  report  from 
the  Center  for  Women  Policy  Studies,  pro- 
duce extreme  differences  between  boys  and 
girls  in  math  scores: 

A  high  school  basketball  team  has  won  40% 
of  its  first  15  games.  Beginning  with  the  six- 
teenth game,  how  many  games  in  a  row  does 
the  team  now  have  to  win  in  order  to  have  a 
55%  winning  record.'' 

(A)  3 

(B)  5 

(C)  6 

(D)  11 

(E)  15 

This  question  produced  a  27%  gap  between 
boys  and  girls,  the  single  largest  in  the  study, 
which  might  suggest  that  girls  are  discrimi- 


nated against  when  questions  are  asked  about 
sports  or  basketball.  Note,  however,  that  the 
team  might  well  be  a  women's  basketball 
team  since  the  players'  gender  is  not  men- 
tioned at  all. 

A  certain  sprinkler  releases  water  at  the  rate 
of  150  liters  per  hour.  If  the  sprinkler  oper- 
ates for  80  minutes,  how  many  liters  of  water 
will  be  released.' 

(A)  170 

(B)  200 

(C)  225 

(D)  230 

(E)  250 

The  gap  favoring  boys  on  this  question 
was  10.3%. 

If    of  n  is  4,  then    of  n  is 

(A)J/o 

(C)  ^ 

(D)  2 

(E)  3 

This  question  produced  a  13%  gender  gap 
favoring  boys. 

Pat  made  a  total  of  48  pottery  plates  and 
cups.  If  she  made  twice  as  many  plates  as 
cups,  how  many  plates  did  she  make? 

(A)  32 

(B)  24 

(C)  18 

(D)  16 

(E)  8 

This  question,  which  has  a  female  subject 
engaged  in  a  kitchen  activity,  produced  a  12% 
gap  favoring  boys. 

If  the  price  of  mints  was  raised  from  5 
cents  each  to  1 5  cents  for  two,  what  was  the 
increase  in  price  per  mint? 

(A)  cents 

(B)  3  cents 

(C)  5  cents 

(D)  7'A  cents 

(E)  10  cents 

The  gender  gap  on  this  question  was  10%. 

What  to  do  about  this  gender  gap?  The 
above-named  women's  group  wants  the  sat's 
sponsor,  the  College  Board,  to  agree  to  drop 
any  math  questions  on  which  boys  get  a  high- 
er score  than  girls. 

Is  this  a  serious  proposal?  Or  is  this  Alice  in 
Wonderland^  For  nearly  20  years,  young 
women  have  been  a  decided  majority  of  all 
college  students,  and  they  now  receive  a 
majority  of  all  undergraduate  and  master's 
degrees.  Yet  we  are  asked  to  believe  that  the 
college  entrance  tests  are  "biased"  because 
boys  get  higher  scores  in  mathematics. 

Why  stop  at  dumbing  down  the  SAT?  Why 
not  eliminate  math  altogether?  Then  we  can 
be  sure  of  equal  results.  ■ 
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.his  Fisher 
Brothers  team 


>r  years,  Fisher  Brothers  has  been  one  of  America's  preeminent 
d  estate  development  and  investment  companies.  When  Fisher 
others  and  its  partners  needed  to  refinance  a  prestigious  New 
>rk office  property,  they  turned  to  UBS.  Despite  an  unfavorable 
arket  that  had  not  seen  a  single-asset  office  securitization 
impleted  in  years,  our  team  of  specialists  structured  and  placed 
!65  million  in  debt.  Critical  to  the  success  of  the  transaction 


team  of  financial 
engineers  built  a 

structure  to 
meet  their  needs. 


was  our  unique  combination  of  proven  real  estate  finance 
expertise,  in-depth  market  knowledge  and  global  presence.  The  deal 
structure  gave  our  client  access  to  low-cost  capital  with  interest 
rate  protection,  while  satisfying  European  investor  demand  for 
floating  rate  paper— demonstrating  that  UBS  turns  complex 
financial  challenges  into  successful  transactions.  If  you  want 
financial  solutions  custom  built  for  you,  put  UBS  on  your  team. 


r  reference  to  UBS  within  the  U  S,  in  the 
iphone:  (212)821-3000  Other  office,  of  U 


of  securities  tracing,  sales  and 
n  Bank  of  Switzerland  and  its  affit 


banking  refers  to  UBS  Securities  LLC.  UBS  Securities  LLC  is  a  wholly  owned  subsidia-y  of  Union  Bank  of  Switzerland.  299  Paik  Avenue.  Nesv  York.  NY  10171 
m  North  America:  Chicago.  Houston,  Los  Angeles,  San  Francisco,  Toronto,  Montreal, 
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Shoe  merchant  Neii  Cole  knows  that  sex  sells. 

Will  it  move  hiking  boots  and  sneakers  as  well  as  spike  heels? 

Like  my  shoes 


By  Luisa  KroU 


Back  in  1979  Candie's  Slide 
shoe  was  a  hot  fad  among 
young  women.  Worn  by  Ameri- 
can females  aged  14  to  30,  it 
was  a  slip-on  with  a  teetering, 
pencil-thin  high  heel.  Candie's 
Slide  sold  14  million  pairs  in  its 
first  three  years  on  the  market. 
Sex  was  the  bait:  Risque  TV 
commercials  starred  half-naked 
coeds  chasing  each  other  around 
college  dormitories. 

Many  parents  forbade  their 
daughters  to  wear  the  racy 
shoes.  That  in  itself  guaranteed 
sales.  Nobody  seemed  to  care 
that  the  damned  things  were 
uncomfortable.  Brooke  Tomlin- 
son,  now  a  30-year-old  manager 
of  a  catering  company  in  Marl- 
boro, Mass.,  recalls:  "1  used  to 
wear  them  with  my  Jordache 
and  Sasson  jeans  on  the  nights  1 
knew  I'd  be  seeing  boys." 

Suddenly  it  was  over.  Stacked 
high  in  bins  at  discount  stores,  ■ 
Candie's  products  no  longer 
sold.  Sales  crashed  from  $190  million 
in  1984  to  S29  million  in  1991. 

Neil  Cole,  40,  is  trying  to  bring 
back  the  tarnished  label.  Retro  is  hot: 
Bell-bottoms,  go-go  boots  and  slip- 
on  sandals  are  the  rage.  Cole  has  rein- 
troduced Candie's  Slide  in  15 
modern  colors  from  tangerine  to  lime 
green.  Last  month  he  launched  a 
raunchy  marketing  campaign:  one  ad 
features  MTV  dating  show  babe  Jenny 
McCarthy  sitting  on  a  toilet  in  noth- 
ing but  a  skimpy  get-up  and  a  pair  of 
spike-heeled  Candie's  sandals.  Cole 
has  persuaded  four  groov}'  Seventh 
Avenue  designers — Nicole  Miller, 
Betsey  Johnson,  Vivienne  Tarn  and 
Anna  Sui — to  design  their  take  on 
Candie's  shoes. 

The  ads  seem  to  have  gotten 
women's  attention.  On  a  recent  Sat- 
urday at  Macy's  junior  shoe  depart- 


Jenny  McCarthy  in  her  Candie's 
It's  back  to  sex  to  sell  the  shoes. 


ment  in  Manhattan,  girls  too  young 
to  remember  the  original  Candie's 
ooh  and  aah  over  the  wooden  soles 
and  funky  colors.  Candie's  Nasdaq- 
traded  stock  has  more  than  tripled  in 
value  in  the  past  three  months, 
recently  reaching  6/^6,  giving  the 
company  a  market  capitalization  of 
around  $64  million.  This  fiscal  year 
(ending  January  1998),  sales  for  the 
Purchase,  N.Y.-based  firm  are  expect- 
ed to  reach  some  $85  million,  double 
the  revenues  for  the  year  just  ended. 

Neil  Cole  is  the  younger  brother  of 
the  publicity-lusting  shoe  merchant 
Kenneth  Cole  (Forbes,  Nov.  20, 
1995).  Neil  and  Kenneth  grew  up 
hanging  around  their  father's  dilapi- 
dated Brooklyn,  N.Y.  shoe  factory, 
where  pere  Cole  made  predictable, 
solid  sandals  for  his  company,  El 
Greco.  On  a  1978  shopping  trip  to 


Italy,  father  Charles  and  Ken- 
neth stumbled  onto  what  would 
become  Candie's  Slide.  They 
bought  600  pairs  on  the  spot 
and  started  importing  them 
from  Italy.  Sales  for  the  little  El 
Greco  company  jumped  sixty- 
fold  in  just  five  years. 

In  1982  eldest  son  Kenneth, 
then  28,  left  to  start  his  own 
shoe  company.  With  a  flair  for 
design  and  self-promotion,  Ken- 
neth built  Kenneth  Cole  Pro- 
ductions up  to  sales  of  $148 
million. 

In  1985  Neil,  too,  struck  out 
on  his  own.  He  registered  the 
phrase  No  Excuses  and  licensed 
it  to  companies  who  manufac- 
tured No  Excuses  handbags, 
underwear  and  jeans.  He  built  a 
franchise  for  the  phrase  by  cou- 
pling it  in  advertising  with  noto- 
rious characters  like  Gary  Hart's 
former  mistress.  Donna  Rice, 
with  the  implication,  "I  do  what 
I  want  and  make  no  excuses." 
With  his  profits,  his  father  having 
retired,    Neil    Cole    bought  his 
family's  old  company  from  its  subse- 
quent owners.  He  liquidated  the  El 
Greco  shoe  business,  but  he  did 
want  to  keep  the  Candie's  brand 
name  and  image. 

He  soon  had  a  mess  on  his  hands. 
He  licensed  the  Candie's  name  to 
Millfeld  Trading,  which  was  charged 
with  customs  fraud  and  subsequently 
crashed.  To  salvage  what  he  could, 
Neil  Cole  raised  just  short  of  $10 
million  in  a  private  placement  and 
public  offering.  One  of  his  first  new 
products  was  an  outdoor  boot  called 
G.I.  Joe,  manufactured  in  China.  At 
around  $40,  it  sold  for  less  than  half 
the  price  of  the  look-alike  Timber- 
land  boot.  Last  year  he  introduced 
practical  $30  sneakers  and  comfort- 
able $35  sandals  with  thick  heels. 
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Chief  Executive  Neil  Cole 

This  time,  lie  wants  Candie's  to  last. 


Neil  Cole  had  enough  of  the  fashion 
business.  He  wanted  lines  that  would 
sell  year  after  year  and  not  be  suscep- 
tible to  becoming  uncool.  Instead  of 
naked  coeds,  the  new  advertisements 
were  homey  images:  lace  curtains  and 
fruit  bowls.  The  packaging  was 
earthy.  "We've  traded  the  flash  and 
trash  of  the  Eighties  for  a  more 
Nineties  look,"  Cole  told  Forbes  just 
six  months  ago.  "I'm  no  longer  inter- 
ested in  fads  that  are  here  today,  gone 
tomorrow." 

He  has  since  had  to  eat  those 
words.  There  wasn't  enough  interest 
in  the  so-called  Nineties  look.  Tony 
department  stores  weren't  buying. 
So,  it's  back  to  sex  sells.  Cole's  new 
line  consists  of  reissues  of  the  original 
spike-heeled  shoes.  He  says  he  is 
using  demand  for  retro  Candie's  to 
persuade  department  stores  to  carry 
his  staple  lines,  the  idea  being  that 
some  of  the  glamour  will  rub  off  on 
his  more  casual  sneakers  and  sandals. 

At  the  moment  the  plan  is  work- 
ing. Macy's,  Bloomingdale's  and 
Nordstrom  stock  both  the  racy  stuff 
and  the  stodgy  stuff. 

Candie's  barely  broke  even  in 
1996,  but  operating  margins  are 
picking  up.  Why  bother  at  all  with 
sneakers  and  hiking  boots.^  "Fads 
come  and  go,"  says  Neil  Cole.  "This 
time,  I  want  Candie's  to  last."  H 
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The  Third  in  a  Series 


GABELLI  WAS  THERE. 

Where  were  you? 


t 


a  t  s 


BARRON'S 


We  created  a  formula 
for  evaluating  companies 
twenty  years  ago.  It  is 
called  Private  Market 
Value.  Today  it  has 
become  a  standard  in 
value  investing. 

Gabelli  Asset  Fund 

will  react  confidently  in 
changing  market  circum- 
stances. We  have  been 
there  in  volatile  markets. 
We  have  invested  suc- 
cessfully for  the  long  run. 


Gabelli  Asset  Fund  received  Morningstar's  five  star  rating 
for  the  ten  year  period  ended  12/31/96  among  598  domestic  equity 
funds.  The  Fund  received  four  stars  *  *  *  *  overall  and  for  the 
5-year  period  and  three  stars  for  the  3-year  period  among  1,058 
and  1,826  funds,  respectively. 

INVEST  WITH  THE  MANAGER 
WHO  HAS  BEEN  THERE 

For  a  prospectus,  call 

1-800-GABELLI 

(1-800-422-3554)  http://www.gabelli.com    jnfo@gabelli.com   fax:  914-921-5118 

Gabelli  &  Company,  Inc.  One  Corporate  Center,  Rye,  NY  10580-1435 

Past  performance  is  no  guarantee  of  future  results.  Morningstar  ratings  are  calculated  from  the 
Fund's  three,  five  and  ten-year  average  annual  returns  in  excess  of  90-day  T-bill  returns  with 
appropriate  fee  adjustments  and  a  risk  factor  that  reflects  fund  performance  below  90-day  T-Bill 
returns.  Gabelli  Asset  Fund  received  3  stars  for  the  one  year  period  among  2,959  equity  funds. 
The  top  10%  of  the  funds  in  an  investment  categopy  receive  five  stars,  the  next  22.5%  receive  four 
stars  and  the  next  35%  receive  three  stars.  The  prospectus  includes  more  complete  information, 
including  management  fees  and  expenses.  Read  the  prospectus  carefully  before  investing. 


Do 


^  0  U  n  e  ,f  d  directions? 


Or  do  you  know  where  you're  going? 


Have  the  roads  become  unfamiliar? 


Or  do  you  know  your  way  around? 


Today,  technology 


is  taking  us  places 


we  ve  never  been. 


You  can  stop 


and  ask  someone 


or 


just  look  for  the  next  landmark. 
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CAB  FORWARD  DESIGN,  DRIVER-Affi^fej .  IRANiMI&SION,  SPECIALLY  MODI  FIED  DOUBLE-WISHBONE  SUSPENSION,  BODY-STIFFENING  RAIL-THROUGH  CONSTI 


Nobody  really  knows  what  will  work  profitably 
on  the  Internet.  Which  is  why  Bill  Gross 
has  fathered  not  1  or  2  but  23  startups. 

Promiscuous 
breeding 


By  Ann  Marsh 

William  Gross  shares  his  tiny  office 
in  Pasadena,  Cahf.  with  an  arresting 
copy  of  van  Gogh's  "Sunflowers." 
He  made  the  copy  himself,  studying 
the  masterstrokes  in  detail.  "There's 
all  kinds  of  violence  in  the  brush- 
strokes," says  Gross.  "I  love  to  see 
what  it  feels  like  being  creative  in  ciif- 
ferent  areas." 

Bill  Gross  has  stuffed  a  lot  of  cre- 
ativity— and  commerce — into  his  38 
years.  As  a  kid  he  rigged  up  home- 
made electric  games  and  sold  candy 
(at  a  markup)  to  friends.  To  help  pay 
his  way  through  Cal  Tech  he  built 
and  sold  plans  for  a  solar  heating 
device,  started  a  successful  stereo 
equipment  company,  then  sold  a 
major  software  upgrade  to  Lotus.  In 
1991  he  started  Knowledge  Adven- 
ture— a  maker  of  educational  soft- 
ware— and  sold  it  three  months  ago 
to  cue  International  for  close  to 
$100  million.  Phew. 

What's  next?  Ideaiab!,  a  Pasadena- 
based  enterprise  designed  to  breed 
Internet  companies. 

Gross  started  Ideaiab!  13  months 
ago;  it  has  already  hatched  23  Inter- 
net startups.  Most  of  them  are  just 
past  the  concept  stage — five  to  ten 
employees,  scant  revenues,  big  plans. 
The  biggest  by  far  is  CitySearch,  an 
on-line  listing  service  for  community 
information  covering  five  cities  so  far. 
Selling  advertising  on  its  Web  pages, 
CitySearch  cmplovs  400  people  and 
was  recently  valued  at  just  over  $100 
million  in  a  Morgan  Stanley  private 
placement.  Investors  in  the  deal 
included  AT&T. 

Microsoft  started  developing  a 
Cit\'Search  competitor,  called  City- 


scape,  18  months  ago,  but  the  names 
were  so  similar  and  CitySearch  so 
well-established  that  Gross  believes 
the  software  giant  had  to  change  its 
service's  name.  It's  now  known  as 
Sidewalk. 

None  of  Gross'  other  companies 
has  yet  come  close  to  matching  City- 
Search's  success.  CareerLink  matches 
people  with  jobs  by  letting  companies 
pick  through  prescreened  resumes. 
Both  employers  and  job  seekers  pay. 
Events.com  aims  to  assemble  a  com- 
plete list  of  every  major  event  in  the 
U.S.,  from  a  New  York  Philharmon- 
ic performance  to  a  Chicago  Bulls 
game  to  a  rock  concert  in  Los  Ange- 
les. HomeLink  lets  potential  home- 
buyers  take  virtual  tours  of  neigh- 
borhoods and  individual  homes. 
WeddingPlanner.com  promises  a 
complete  schematic  for  planning  a 
wedding  on-line;  the  site  is  to  be  sup- 
ported by  advertising  from  dressmak- 
ers, event  planners  and  caterers. 
Answers.com  has  assembled  65  ex- 
perts ready  to  answer  any  question 
within  24  hours.  It  charges  $1.79  for 
easy  questions,  ranging  to  $  1 1 .99  for 
hard  ones,  though  some  answers  are 
better  than  others  (see  box,  p.  77). 

One  of  Gross'  most  interesting 
hatchlings  is  Data  Mining  Co.,  from 
which  companies  can  download 
algorithms  that  identify'  patterns  in 
their  data.  Giant  corporations  like 
American  Express  use  expensive 
data-mining  technology  to  target 
specific  customers  with  promotions. 
Ideaiab !'s  Data  Mining  Co.  will 
charge  one-time  download  fees — say, 
$50  per  computer — making  the 
technology  available  to  small-scale 


Idealabl's  William 
Gross  with  a  few  of 
liis  chief  executive 
hatchlings.  Middle 
row:  Steve  Glenn  of 
Peoplelink  and 
Richard  Katz  of 
Tickets.com.  Bottom 
row:  Charles  Conn  of 
CitySearch,  Toby 
Lenk  of  eToys  and 
Tim  Gr.ay  of 
WeddingPlanner.com 
Gross  loves 
playing  the  chief 
executives' 
mother  hen.  "We 
are  having  an 
unbelievable 
amount  of  fun," 
he  clucks. 
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firms  and  entrepreneurs. 

Another  Idcalab!  progeny,  Intra- 
Netics,  sells  prc-conHgured  intra- 
nets. Companies  often  spend 
$250,000  or  more  to  customize 
their  intranet  systems.  IntraNetics 
has  packaged  turnkey  intranet  soft- 
ware it  hopes  will  fit  the  needs  of 
most  small  businesses.  Price? 
Around  $5,000. 

Why  so  many  ventures.'  Because  no 
one  knows  what  will  or  will  not  work 
on  the  Internet.  "Some  companies 
will  be  stillborn;  others  will  get  some- 
where," says  Charles  Conn,  City- 
Search's  chief  executive  and  an  old 
friend  of  Gross. 

Gross  says  the  design  of  his  incu- 
bator for  companies  was  partly  in- 
spired by  George  Hatsopoulos,  70, 
founder  of  Thermo  Electron  Corp. 
in  Waltham,  Mass.  Thermo  Electron 
has  started  and  taken  public  19  cor- 
porate offspring  while  keeping  a  con- 
trolling interest  in  each  (Forbes,  Oct. 
9,  1995).  Thermo  Electron's  startups 
are  not  equally  successful.  Their 
present  market  capitalizations  range 


all  the  way  from  $93  million  to  $3.2 
billion. 

"I  felt  if  someone  else  [Hat- 
sopoulos] could  make  this  work 
with  physical  processes,  it  would 
work  way  better  on  the  Internet," 
says  Gross.  Why  better  on  the  Inter- 
net.>  Because  capital  costs  are  rela- 
tively low  for  Internet  startups.  "I'm 
doing  this  as  fast  as  ideas  can  be 
blended,"  Gross  says. 

think  people  are  motivated 
the  most  when  they  have 
unbelievable  control  of  their 
destiny." 

Idealab!'s  $5  million  in  seed 
money  came  in  part  from  Compaq 
Computer  Chairman  Benjamin 
Rosen,  AT&T's  former  chief  financial 
officer,  Robert  Kavner,  and  Holly- 
wood's Steven  Spielberg,  who 
tracked  Gross  down  after  Spielberg's 
son  was  captivated  by  a  Gross  game. 

Most  of  the  programmers  for  Ide- 


alabl's  Web  startups  are  entrepre- 
neurial hotshots  from  nearby  Cal 
Tech.  Gross  maintains  a  pool  of  20 
programmers  and  Web  site  graphic 
designers  to  be  on  call  for  the  startup 
companies. 

Like  so  many  off-the-shelf  compo- 
nents, the  members  of  this  talent 
pool  can  be  quickly  assembled  into 
what  Gross  calls  "Internet  startups  in 
a  box."  This  setup  enables  Gross  to 
move  very  fast  from  idea  to  execu- 
tion. It  also  gives  very  young  people 
a  shot  at  running  their  own  shows.  "I 
think  people  are  motivated  the  most 
when  they  have  unbelievable  control 
of  their  destiny,"  Gross  says. 

The  staff  clearly  worship  their 
leader.  In  Gross'  Pasadena  headquar- 
ters they  trail  him  to  his  car  like 
hatchlings  and  corner  him  in  the  ele- 
vator for  a  spare  minute.  Gross  loves 
playing  the  Web  entrepreneurs' 
mother  hen.  "We  are  having  an  un- 
believable amount  of  fijn,"  he  clucks. 

In  going  about  their  entrepreneur- 
ial duties.  Gross'  associates  can  tap  his 
wide  range  of  acquaintances  for 


How  you  begin  ultimately  determines  what  yc 


Out  of  curiosity,  we  took 
one  of  William  Gross'  sim- 
plest Web  startups — 
answers.com,  which  sells 
answers  to  questions — out 
for  a  spin.  What,  we  asked, 
is  the  average  temperature 
in  Florida  in  January,  and 
what  was  it  this  January.^ 
The  answer  popped  back 
three  hours  later  with  the 
historic  average  (67.3 
degrees  in  Miami)  but 
nothing  for  1997  besides  a 
recommendation  of  where 
else  to  look.  Yet  we  still 
had  to  pay  $5.99. 

We  tried  again:  How 
long  does  polyurethane 


varnish  emit  smelly  fiimes? 
This  time  we  got  a  com- 
prehensive answer — the 
time  can  vary  widely — a 
day  later,  again  for  $5.99. 

Finally,  we  asked  whether 
tliere's  a  right  way  to  hang 
a  roll  of  toilet  paper — with 
the  tissue  over  the  front  or 
the  back?  For  just  $1.79 
answer,  com 's  "answer 
adviser"  informed  us  that 
the  Engineering  School  at 
Purdue  University  has  stud- 
ied this  problem.  Purdue 
found  75%  of  people  feed 
toilet  paper  over  the  front 
and  25%  over  the  back. 
Now  you  know.  -A.M.  WM 


advice.  When  Gross'  longtime  friend 
Charles  Conn,  now  35,  signed  on  as 
CitySearch's  chief  executive  two  years 
ago,  one  of  the  first  things  he  did  was 
sit  down  for  lengthy  brainstorming 
sessions  with  such  luminaries  as 


Nobel  Prize-winning  physicist  Arno 
Penzias,  the  chief  scientist  of  Bell 
Laboratories  who  won  fame  for  con- 
firming the  Big  Bang  theory.  Not 
many  Web  site  entrepreneurs  enjoy 
such  access. 


Can  this  idea  lab  spawn  successful 
companies?  Thermo  Electron's 
George  Hatsopoulos  isn't  convinced 
Gross'  variation  on  the  Thermo 
model  will  work.  He  points  out  that 
Thermo  started  with  a  profitable 
parent  company  that  was  27  years  old 
before  it  hatched  its  first  startup.  By 
then  it  had  plenty  of  cash  flow  to  fund 
the  new  ventures.  By  contrast,  only 
half  of  Idealabl's  startups  have  rev- 
enues. None  have  profits. 

But  Gross  seems  convinced  he 
needn't  wait  for  a  positive  cash  flow 
before  launching  additional  compa- 
nies. He  knows  that  there  is  plenty 
of  capital  available  for  Internet  start- 
ups with  impressive  sponsorship  and 
plans  to  take  advantage  of  that  with 
public  offerings  ahead  of  a  positive 
cash  flow. 

He  also  hopes  to  sell  some  of 
them  to  larger  companies.  "I  don't 
hold  on  to  anything  for  nostalgia's 
sake,"  he  says.  With  estimated  rev- 
enues of  up  to  $20  million  this  year, 
CitySearch  may  try  to  sell  some 
stock  next  fall.  H 
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ecome. 


In  the  beginning,  we  selected  the  best  independent  agents,  low-risk 
markets,  and  a  conservative  yet  aggressive  plan  for  growth.  From 
those  initial  choices,  we've  carved  an  impressive  history.  Increased 
dividends  for  35  consecutive  years.  A  total  return  of  174% 
compared  to  the  S&P  50o's  H5%  ('9i-'95  with  dividends 
reinvested}*  And  an  A++  rating  by  A.M.  Best  for  our  property 
casualty  insurance  operations.  Today,  when  you  look  at 
Cincinnati  Financial  Corporation,  you'll  see  a  company  that 
has  appreciated  in  value.  Look  deeper  and  you'll  recognize  the 
principles  behind  that  success  ingrained  throughout.  For  a  CFC 
fact  sheet,  call  1-800-955-CINF  (2463}. 


Cincinnati    Financial  Corporation 

M  a  k  i  n  ()  our  strength  your  future 


THE 

CINCINNATI 

INSURANCE  COMPANIES 


•Source  BLOOMBERG  Financial  Markets 


Kevin  Olson  has  two  basic  rules  for  franchising  success: 

Keep  it  simple,  and  keep  entry  costs  low.  How  about  some  nice  fresh  nachos? 

Learning  by  doing 


By  Carrie  Shook 


Kevin  Olson,  chief  ext 

En  the  chips  with  a  hot  new 


concept. 


On  a  cold  Friday  night,  Apr.  5, 
1996,  eight  people  slept  outside  a 
small  office  building  in  Bountiful, 
Utah.  They  weren't  the  homeless,  but 
aspiring  entrepreneurs.  They  wanted 
to  be  among  the  first  to  snap  up 
choice  franchise  locations  for  a  new 
kind  of  fast-food  outlet.  Nach-O  Fast 
snack  shops  would  peddle  freshly  fried 
nachos  and  dips  to  people  who  crave 
calories  while  shopping  in  malls. 

Among  the  eager  sleepovers  was 
Bradley  Bitner,  a  recent  Brigham 
Young  University  graduate.  "I  was 
really  excited  about  the  concept,"  he 
explains.  Bitner  has  forked  over  nearly 
$130,000,  borrowed  from  his  physi- 
cian father,  for  fees  and  startup  costs 
for  six  Nach-O  Fast  locations  in 
Utah,  Illinois  and  Nebraska. 

By  noon  Nach-O  Fast  had  sold  20 
franchises — two  months  before  the 
first  outlet  even  opened.  With  more 
than  100  franchises  sold  and  10 
open,  Nach-O  Fast  systemwide  sales 
should  top  $9  million  this  year. 
Within  five  years  it  hopes  to  have 
1,000  units.  Bitner,  25,  plans  to  buy 
1 4  additional  franchises  as  soon  as  his 
existing  ones  throw  off  enough  cash. 

Nach-O  Fast  is  one  of  those  "Why 
didn't  I  think  of  that?"  ideas.  It  was 
dreamed  up  by  a  college  dropout 
from  Weber  State  University  in 
Ogden,  Utah  named  Kevin  Olson, 
whose  first  job,  in  1973,  was  working 
the  graveyard  shift  as  an  Amtrak  bag- 
gage handler  in  Salt  Lake  City. 

Olson  has  what  it  takes  to  be  an 
entrepreneur:  persistence.  He  didn't 
get  an  M.B.A.  He  studied  at  the 
School  of  Hard  Knocks.  Sleeping 
only  four  hours  a  day,  Olson  devoted 
his  non-Amtrak  hours  for  1 1  years  to 
all  kinds  of  weird  ventures.  Rabbit 
breeding.  Yard  care.  Insect  control. 

None  clicked,  but  Olson  kept  slog- 
ging away.  In  1985  he  borrowed 
$40,000  against  his  house  to  sell 
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TEMPLETON  FORE 


IGN  FUND  W 


Invest  In  International 
Growth  Before  It's  Grown 


Cumulative  Total  Returns' 
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■  In  today's  global  economy,  many  investors  are 
recognizing  the  significant  opportunity  presented 
by  foreign  securities.  Since  1982,  the  Templeton 
Foreign  Fund  has  invested  in  securities  issued  by 
companies  and  governments  outside  the  United 
.States.  The  fund  offers: 

Long-term  Capital  Growth  Potential 
International  Diversification 
Professional  Management 

■  While  the  fund's  diversified  portfolio  can  help 
reduce  risk,  there  are  special  risks  inherent  in  for- 
L'ign  investing,  including  currency  fluctuation  and 
political  uncertainty.  Call  your  investment  repre- 
sentative or  Templeton  today. 

Performance  figures  shown  pertain  only  to  C\as&  I  shares  of  the  fund.  The  fund  offers 
other  share  classes  which  are  sub|ect  to  different  fees  and  e.vpenses.  which  will  affect  their 
performance.  Please  see  the  prospectus  for  more  information. 
Cumulative  total  returns  show  the  percent  change  in  value  ot  an  investment  and  average 
annual  total  returns  represent  the  average  annual  increase  in  value 
of  an  investment  over  the  indicated  periods,  ended  1 2  /  3  I  /96. 
All  calculations  have  been  restated  to  reflect  the  current  mavi- 
mum  5.75"ri  initial  sales  charge  and  assume  reinvestment  of 
dividends  and  capital  gains  at  net  asset  value.  Such  restatement 
may  change  actual  total  returns.  Effective  January  1 , 1 993,  the 
fund  implemented  a  Rule  1 2h- 1  plan,  which  affects  subsequent 
performance.  Investment  return  and  principal  value  will  fluctu- 
ate so  that  your  shares,  when  redeemed,  may  be  worth  more 
or  less  than  their  origuial  cost.  Past  performance  does  not 
guarantee  future  results. 

Franklin  Templeton  Distributors,  Inc. 

Mark  Holowesko,  Chief  Investment  Officer, 
Templeton  Global  Equity  Research 


Call  1 -800-342-FU N D  Ext.  T272 
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A  Nach-0  Fast  shop  in  South  Towne  Center,  Sandy,  Utah 

In  its  first  12  montlis  of  operation,  Nacli-0  Fast  has  sold  more  than  100  franchises. 


licensed  sportswear  from  a  100- 
square-foot  kiosk  in  a  Salt  Lake  City 
shopping  mall.  Professional  teams 
had  just  begun  to  heavily  merchan- 
dise their  logo-bedecked  jerseys,  caps 
and  memorabilia.  Olson,  a  big  sports 
fan,  sensed  that  the  market  for  these 
products  would  take  off 

Sure  enough,  Olson's  little  kiosk 
was  a  huge  success,  earning  $25,000 
the  first  year  on  sales  of  $150,000. 
Friends  and  customers  begged  Olson 
to  franchise  the  kiosk  concept.  Which 
he  did.  By  the  time  Olson  sold  Pro 
Image  Inc.  to  Portland,  Ore. -based 
Rentrak  Corp.  for  $8  million  in 
1993,  the  210-outlet  international 
chain  was  netting  $2  million  on  sys- 
temwide  sales  of  $80  million. 

Olson  spent  the  next  three  years  as 
a  consultant,  giving  startup  franclaise 
operations  advice. 


Now  a  boyish-looking  46,  Olson 
took  away  two  important  lessons 
from  that  first  success:  Keep  your 
concept  simple — very  simple.  And 
keep  entry  costs  low. 

Savoring  a  hot  nacho  appetizer  at  a 
Salt  Lake  City  restaurant  in  1995, 
Olson  wondered  aloud  why  nacho 
snacks  weren't  more  easily  available. 
"If  soft  pretzels  and  cookies  can  stand 
on  dieir  own,  why  not  nachos.>" 

Hmmm.  Olson  reviewed  some 
basic  facts:  The  U.S.  snack-food 
market  is  worth  about  $15  billion  a 
year.  Mexican  food  is  particularly  hot 
right  now,  with  tortilla  chips  out- 
selling potato  chips  in  the  Southwest 
and  salsa  sales  outpacing  ketchup 
nationwide.  Popular  fast- food  chains 
like  Taco  Bell  and  Taco  Cabana  offer 
sit-down  meals. 

But  no  national  chain  offered  just 


Mexican  snacks.  A  market  opening. 
Olson  rushed  to  fill  it. 

Using  some  of  his  own  money  and 
$500,000  from  confident  friends, 
Olson  assembled  a  team  last  year: 
Mark  Gilleland,  a  franchising  expert 
who'd  also  worked  at  Pro  Image,  and 
Craig  Fisher,  a  local  manufacturer 
and  distributor.  The  two  took  stock 
instead  of  cash  for  their  services. 

The  trio  whipped  up  recipes  for 
Nach-O  Fast's  Limited  menu:  sopapil- 
las  (Mexican  scones),  churros  (cinna- 
mon twists).  El  Sip  (a  fruit  drink), 
fresh  salsa.  These  would  be  sidelines. 
Nachos  would  be  the  centerpiece, 
fried  to  order  (70  seconds)  in  canola 
oil  right  at  the  shop. 

Olson  signed  food  manufacturers 
in  Salt  Lake  City,  Denver  and  Seatde 
to  provide  the  basics.  Houston-based 
Sysco  Corp.,  the  $13.4  billion  (sales) 
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Meet  the  Industrialist  & 
the  Physician  Who  Changed 
Health  Care  Forever 


food  distributor,  would  bring  the 
stuff  to  the  shops.  So  startup  capital 
costs  were  minimal.  Sysco  signed  on 
to  deliver  almost  everything. 

Olson  and  his  sidekicks  held  an 
informational  meeting  at  a  Salt  Lake 
City  hotel  last  March.  Here  was  a 
nice,  simple  package.  Nach-O  Fast 
required  no  previous  restaurant  expe- 
rience. It  had  a  low  initial  franchise 
fee  of  $15,000,  and  $7,500  for  addi- 
tional units.  (By  comparison,  an 
Auntie  Anne's  pretzel  franchise  costs 
$30,000.  A  Mrs.  Field's  Cookies 
franchise  will  set  you  back  $25,000.) 

To  get  a  store  up  and  running,  the 
franchisee  spends  $66,000  to 
$136,000.  Most  snack  franchise 
operations  cost  $90,000  to  $240,000 
to  get  started.  Olson  insisted  Nach-O 
Fast  mall  outlets  be  located  outside 
food  courts.  Less  direct  competition. 

Olson  gives  franchisees  a  choice  of 
store  layouts  ranging  from  a  small 

Mexican  food  is  hot. 
Tortilla  chips  outsell  potato 
chips  in  the  Southwest, 
and  salsa  sales  outpace 
ketchup  nationwide. 


150-square-foot  kiosk  to  a  1,100- 
square-foot  shop  with  a  counter  and 
seating  for  20.  Staffing.^  Two  or  three 
people  can  easily  operate  one  outlet, 
compared  with  some  15  to  20  people 
at  a  t)'pical  McDonald's. 

Monthly  operating  expenses  aver- 
age $23,000.  After  a  5%  royalty  fee  to 
Olson,  most  franchisees  can  earn 
about  $90,000  a  year,  pretax. 

Mall  shoppers  are  now  munching 
on  nachos  in  Utah,  Nevada,  Wash- 
ington, California  and  Arizona.  Debt- 
free,  Nach-O  Fast  is  selling  five  new 
franchises  a  month,  and  royalty 
income  should  reach  $450,000  by 
year-end — enough  to  earn  the  part- 
ners a  small  profit  for  all  of  1997. 

Next  step:  the  East  Coast  invasion, 
and  franchising  more  Nach-O  Fast 
outlets  to  sports  teams  and  stadium 
owners.  As  with  frozen  yogurt,  coffee 
bar  and  doughnut  franchises,  the  day 
will  come  when  American  snackers 
will  be  up  to  their  ears  in  nachos. 
That  looks  a  fair  way  off  ■■ 


WATCH  SELF-MADE  IN  CALIFORNIA 

The  Story  of  Kaiser  Permanente 

4:30  pm  EST,  1:30  PST  April  6  on  CNBC* 

Self-Made  in  California  is  paid  programming.  *CNBC  is  noi  responsible  for  its  conicnt  nor  does  the  show 
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EFFECTIVE  DIVERSIFICATION 
ABROAD  IN  ONE  EASY  STEP 


Spectrum  puts  more  of  the  world's  investment  opportunities 
within  easy  reach.  The  new  Spectrum  International  Fund  integrates 
a  broad  range  of  overseas  investments  into  a  single  fund  for  maximum 
convenience  and  diversification.  The  fund  invests  in  a  diversified 
group  of  up  to  10  T.  Rowe  Price  funds  that  focus  primarily  on  inter- 
national stocks  and  even  provide  some  foreign  bond  exposure. 
Watching  the  world  for  you.  Our  investment  professionals  monitor 
economic,  political,  and  general  market  conditions  for  you,  gradually 
adjusting  the  mix  of  funds  to  offer  the  potential  for  more  consistent, 
long-term  returns  with  reduced  risk. 

Of  course,  investing  overseas  involves  special  risks,  including  the 
volatility  of  currency  exchange  rates  and,  in  some  cases,  limited 
geographic  focus,  political  and  economic  instability,  and  relatively 
illiquid  markets.  $2,500  minimum  investment  ($1,000  for  IRAs). 
100%  no  load. 

Call  24  hours  for  a  free  information  kit  including  a  prospectus 
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The  performance  of  the  Spectrum  International  Fund  will  depend  on  the  perfomiance  of  the  T.  Rowe  Price  funds  in  which 
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A  near  decade  after  the  collapse  of  the  Soviet  Union, 

much  of  Central  and  Eastern  Europe 

is  still  ruled  by  the  old  gang. 

Guess  who's  helping  keep  them  in  power? 

Beware  of 
billionaires 
bearing  gifts 


By  Richard  C.  Morais 

If  you've  dimly  wondered  what  is 
happening  in  Albania,  we  can,  in  a 
brief  sentence,  explain:  George  Soros' 
friends  are  coming  out  on  top. 

Late  in  February,  armed  gangs  led 
by  gangsters  and  ex-Communists, 
many  of  them  veterans  of  the  old 
secret  police  state,  all  but  toppled  an 
elected  liberal  government,  and 
forced  the  president  to  appoint  a  neo- 
Communist  as  prime  minister.  While 
this  was  happening,  George  Soros  sat 
in  liis  London  town  house  and  calmly 
told  Forbes  that  his  Albanian  Foun- 
dation is  "an  excellent  group  very 
much  on  top  of  the  situation." 

On  top  is  right:  Soros  has  kept 
afloat  a  nev^/spaper,  Koha  Jone,  that 
egged  on  the  coupists  with  inflamma- 
tory antigovernment  propaganda.  A 
pyramid  scheme  had  collapsed,  cost- 
ing many  people^ their  savings,  and 
die  Soros-supported  paper  effectively 
made  a  call  to  arms.  A  top  official  of 
the  Soros  foundation  in  Tirana  boast- 
ed to  stunned  observers:  "[President] 
Berisha's  going.  We  got  him." 

In  an  age-old  tradition  of  Euro- 
pean political  patronage,  this  multi- 
billionaire  speculator  routinely  taps 
his  billions  to  fund  journals,  pol- 
iticians and  educators  in  Europe  and 
elsewhere.  More  oft:en  tlian  not,  these 


have  an  exclusively  left-wing  bias. 

Soros,  67,  is  Hungarian-born  but  a 
U.S.  citizen.  He  recently  caused  a 
flutter  in  the  February  issue  of  the 
Atlantic  Monthly  by  penning  a  windy 
attack  on  free  market  capitalism. 

Why  is  George  Soros  so  cozy  with 
people  and  causes  that  might  be 
expected  to  view  his  kind  as  parasites.^ 

To  understand  his  charitable  works 
Forbes  visited  the  Soros  Foundation- 
Hungary's  cream-colored  villa  in  the 
hills  of  Budapest.  Hungary  is  not  only 
Soros'  native  land  but  where  his  char- 
ities have  the  longest  history.  There 
we  met  Miklos  Vasarhelyi,  the  80- 
year-old  president  of  the  Soros- 
funded  foundation.  This  man,  who 
dispenses  millions  of  dollars  a  year  in 
a  rather  poor  country,  has  an  interest- 
ing past.  Vasarhelyi  was  press  officer 
to  Imre  Nagy,  the  Communist  Prime 
Minister  executed  in  1958  for  being 
too  independent.  Vasarhelyi  stood 
trial  along  with  Nagy  after  Soviet 
tanks  crushed  the  1956  Hungarian 
uprising.  Nagy  and  most  otliers  were 
hanged  or  sentenced  to  life.  Vasarhe- 
lyi got  just  Ave  years,  the  lightest  pun- 
ishment of  the  pack. 

Thanks  to  George  Soros,  this 
former  Communist  has  risen  again.  A 
political  party  he  helped  found  is  a 


partner  in  the  present 
government.  That  government  is  a 
coalition  of  ex-Communists  (now  the 
Hungarian  Socialist  Party)  and  a  left- 
liberal  group,  the  Alliance  of  Free 
Democrats,  a  coalition  that  came  to 
power  in  1994  after  defeating  a  radier 
ineffectual  moderate  government. 
Soros  blessed  the  election  results. 

"These  are  strong,  serious-minded 
people,"  he  publicly  said  of  the  victo- 
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lous  ex-Commu- 
nists.  "I  have  great  expectations  in 
ycneral."  Not  everyone  agreed.  One 
prominent  foreign  businessman  who 
first  considered,  then  rejected,  doing 
business  in  Hungary,  describeti  the 
current  government  as  a  "bunch  of 
clowns  who  haven't  a  clue  as  to  how 
to  run  an  economy." 

Soros  has  since  banged  heads  with 


Socialist  Prime  Minister  Gyula  Horn, 
but  remains  close  to  his  coalition  part- 
ner, the  Alliance  of  Free  Democrats. 
He  provides  many  afd  leaders  with 
income.  Besides  Vasarhelyi,  for  exam- 
ple, Soros'  Hungarian  lawyer,  Alajos 
Dornbach,  is  a  top-ranked  afd  official 
and  a  legal  adviser  to  the  foundation. 
Soros  is  the  great  philanthropist  of 


our  age — or  so  his  press  constantly 
remind  us.  Every  year,  according  to 
his  flacks,  he  gives  away  more  than 
$300  million  through  a  network  of 
1,000  employees  in  30  countries. 
Wlien  Russian  scientists  were  starving 
he  gave  each  a  year's  salary;  he 
brought  fresh  water  to  besieged 
Bosnians;  he's  providing  kinder- 
gartens for  Gypsies.  Good  deeds,  all. 
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But  there  is  another  side 
to  the  giving,  a  rather  nutty 
political  side.  The  50  offices 
maintained  by  Soros  money 
are  spread  from  Haiti  to 
Mongolia,  and  all  claim  that 
their    works    are    based  ■■■■ 
on   philosopher  Sir  Karl 
Popper's  views  of  tolerant,  open  soci- 
eties. Thus  a  common  name:  Open 
Society  Institute. 

Behind  the  nuttiness,  there  is  a 
consistency.  "The  people  Soros  hires," 
says  Mark  Almond,  a  respected 
Oxford  University  lecturer,  "are 
noted  for  their  anti-Thatcherite  views. 
You'll  be  hard-pressed  to  find  a  reli- 
gious dissident  or  staunch  anti-Com- 
munist in  his  foundations." 

Johnathan  Sunley,  the  Budapest- 
based  director  of  The  Windsor 
Group,  puts  it  even  more  strongly: 
"Soros  is  engaged  in  a  one-dimen- 
sional ideological  laundering  of  the 
old  Communist/ nomenklatura  at  the 
expense  of  those  who  didn't  get  trips 
abroad."  Sunley  means,  of  course, 
that  real  anti-Communists  couldn't 
travel  abroad  in  Communist  days; 


jolinathan  Sunley, 
The  Windsor  Group 
Conservatives 
like  Sunley  say 
Soros  is  "launder- 
ing" former 
Communists. 


only  those  in  official  favor 
could.  Soros  has  adopted 
many  of  these  formerly 
pampered,  generally  mod- 
erate Marxists. 

"Soros,"  says  Peter  Bod, 
a  former  cabinet  minister 
and  central  bank  governor 
in  Hungary,  "is  the  most  influential 
nonelected  politician  east  of  the 
Alps."  His  power  stems  not  from  the 
ballot  box  but  fi-om  his  bank  account. 
He  wants  to  see  that  the  old  lefi:-wing 
dictatorships  are  replaced — not  with 
free  market  democracies,  but  with 
left-wing  democracies. 

"Yes,"  the  prickly  billionaire  con- 
ceded in  an  interview  with  Forbes, 
"clearly  there  is  a  political  bias  in  the 
[Soros]  foundation." 

Look  at  the  trustees  of  his  U.S. 
foundation  and  you  will  see  where  the 
bias  lies.  One  of  them  is  the  notorious 
Lani  Guinier,  the  law  professor  Bill 
Clinton  tried  to  nominate  as  head  of 
the  civil  rights  division  of  the  Justice 
Department.  Once  her  intemperate 
brand  of  politics  was  examined — such 
as  minority  veto  power  over  legisla- 


tion— even  Clinton  backed  away  fi-om 
her  and  withdrew  his  support. 

President  of  the  Open  Society 
Institute  in  the  U.S.  is  Aryeh  Neier,  a 
human  rights  advocate  who  often 
embraces  extreme  liberal  positions. 

So  be  careful  when  you  apply  the 
term  "philanthropy"  to  Soros'  spend- 
ing. Not  all  his  causes  are  political, 

^Tes,"  says  the  prickly 
billionaire.  '^Clearly  there 
is  a  political  bias  in  the 
[Soros]  foundation." 


but  he's  clearly  a  would-be  social 
engineer.  You  wouldn't  get  far  in  a 
U.S.  election  running  on  a  Soros-style 
platform,  but  you  might  feel  quite  at 
home  in  a  lot  of  U.S.  universities. 

But  back  to  Hungary.  Soros  has 
been  working  in  his  native  Hungary 
for  the  past  13  years.  In  the  early 
1980s  he  was  quietly  supporting  dis- 
sidents in  Central  and  Eastern 
Europe.  It  was  then  that  the  mercur- 
ial Vasarhelyi  showed  up  at  Columbia 
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University  in  New  York,  where  he 
met  Soros.  The  ex-Communist  hack 
seems  to  have  had  a  considerable 
influence  on  the  bilhonaire.  With 
Vasarhelyi's  help  Soros  made  a  deal  in 
1984  with  the  then-government.  The 
first  Soros  Hungarian  foundation  had 
a  budget  of  $3  million  and  was  joint- 
ly run  by  Soros  and  the  Communists. 
"One  of  Soros'  conditions  was  that  I 
should  be  his  personal  representa- 
tive," says  Vasarhelyi.  "He  had  excel- 
lent judgment,"  says  Soros,  "and  a 
good  understanding  of  what  was  pos- 


sible and  what  wasn't." 

Interesting  guy.  Vasarhelyi's  under- 
standing of  what  is  possible  has 
undergone  a  number  of  changes.  In 
1936  and  1937  he  studied  political 
science  in  Rome  because  he  thought 
"Italian  Fascism  showed  the  way  out 
of  an  unjust  society."  He  secretly 
joineci  the  Hungarian  Communist 
Party  in  1939  and  officially  became  a 
member  of  the  Social  Democratic 
Party.  "[The  Communist  Party] 
instructed  [me]  to  join  the  Social 
Democratic  Party,"  he  wrote  in  his 


1989  autobiography,  "to  try  and  get 
ahold  of  key  positions,  but  to  contin- 
ue following  the  leadership  of  the 
Communist  Party." 

By  the  late  1940s  the  Communists 
ruled  Hungary  and  Vasarhelyi  became 
a  top-ranked  "journalist"  spouting 
pure  Communist  propaganda.  Then 
he  turned  his  coat  again.  By  the  mid- 
1950s,  he  had  joined  the  ranks  of 
"goulash"  Communists  disenchanted 
by  Stalinism,  but  still  in  love  with  Karl 
Marx.  After  serving  his  relatively  mild 
prison  term,  Vasarhelyi  eventually  got 


Instability 

In  Budapest  in  1944 
George  Soros  lived  a 
double  fife.  His  father,  a 
lawyer  and  editor  of  a 
journal  in  Esperanto  (a 
now  almost  forgotten 
effort  to  develop  a 
common  language  for  the 
world),  forged  official 
papers  to  disguise  the 
family's  Jewish  heritage. 
The  papers  saved  the 
family,  and  during  the 
Nazi  occupation,  when 
German  and  Hungarian 
fascist  allies  rounded  up 
300,000  Jews,  young 
Soros  posed  as  the  Chris- 
tian godson  of  a  Hungari- 
an government  official. 
The  14-year-old  George 
Soros  sometimes  found 
himself  accompanying  his 
supposed  godfather  as  he 
seized  the  property  of 
Jewish  families  bound  for 
slaughter. 

Heroic.''  No,  but  how 
many  heroes  are  there 
when  survival  is  the  issue 
and  resistance  futile?  It's 
typical  of  Soros  that  he 
purports  to  remember 
that  time  not  as  a  terrify- 
ing ordeal  but  as  an 
adventure.  "The  happi- 
est year  of  my  life,"  he 
calls  it. 

Read  George  Soros' 
frank  personal  statements 


and  meet  the  billionaire  in 
his  elegant  but  slightly 
tatty  London  home — 
light  switches  falling  out 
of  the  wall,  piles  of  laun- 
dry on  the  bathroom 
floor — and  you  can't  help 
but  rather  like  the  man. 
Yet  sometimes  the  open- 
ness seems  a  bit  phony. 

Example:  After  George 
Soros  challenged  Europe's 
Exchange  Rate  Mecha- 
nism in  1992,  becoming 
the  "man  who  broke  the 
Bank  of  England"  and 
probably  the  first  person 
to  make  $1  billion  in  a 
month,  he  lectured:  "It 
behooves  the  authorities 
to  design  a  system  that 
does  not  reward  specula- 
tors." Yeah,  I  did  it,  but 
you  shouldn't  have  let 
me.  It's  the  system.  So 
he's  a  capitalist  but 
hedges  his  bets  by  sup- 
porting socialist  causes. 

The  key  to  understand- 
ing George  Soros  is  that 
he  skirts,  by  his  own 
admission,  a  kind  of 
lunacy.  It's  both  his 
strong  point  and  his  weak 
point.  "Next  to  my  fan- 
tasies about  being  God," 
Soros  told  British  televi- 
sion, "I  also  have  very 
strong  fantasies  of  being 
mad.  In  fact,  my  grandfa- 
ther was  actually  para- 
noid. I  have  a  lot  of  mad- 
ness in  my  family.  So  far  I 


have  escaped  it." 
Just. 

One  bout  of  instabilit}' 
came  in  the  early  1980s. 
His  fund  was  doing 
extremely  well  when  he 
walked  away  from  his 
partner,  first  wife  and 
family.  It  was  a  "very 
intense  emotional  process 
to  correct  errors  [in  the 
financial  markets],"  he 
explains.  "The  psychic 
cost  of  running  the  fiand 
was  very  high.  The  more 
successfial  I  was,  the  more 
I  was  punished  by  having 
more  money  to  run." 

During  this  turmoil 
Soros  walked  through  the 
City  of  London  and  was 
convinced — wrongly — 
that  he  was  having  a  heart 
attack.  "It  made  me  real- 
ize that  maybe  it  wasn't 
worth  it.  To  have  a  heart 
attack  and  be  knocked  out 
is  really  losing  the  game." 

He  spent  a  few  years 
devoting  himself  to  his 
intellectual  and  charitable 
interests,  remarried  and 
eventually  pulled  off  his 
greatest  financial  coup  by 
betting  against  the  British 
pound. 

Unable  to  resist  pon- 
dering his  navel,  eager  to 
dazzle  with  his  erudition, 
Soros  has  produced  sever- 
al books,  all  impenetrable 
to  the  point  where  some 
people  think  he  is  pulling 


their  leg.  His  recently 
published  Atlantic 
Monthly  article,  "The 
Capitalist  Threat,"  is  a 
collection  of  pretentious 
and  incomprehensible 
musings  about  capitalism, 
the  implication  being 
that,  though  he  didn't 
mention  them  by  name, 
Reagan  and  Thatcher 
were  bad  guys.  "The  arti- 
cle was  misunderstood," 
he  says.  "I  was  not  attack- 
ing the  capitalist  system.  I 
was  attacking  the  excesses 
of  the  capitalist  system." 
Oh. 

When  he  went  through 
his  personal  crisis  in  the 
early  1980s,  he  says  he 
felt  he  was  acting  out  the 
conflict  between  his  par- 
ents. We  couldn't  resist 
asking:  Are  you  projecting 
onto  capitalism  and  the 
financial  markets  your 
own  personal  anxieties? 

"Maybe  so,"  he 
answered.  "The  insecurity 
I  feel  actually  corresponds 
to  the  conditions  in  the 
market  better  than  the 
equihbrium  that  the  pro- 
fessors of  economics  deal 
with." 

Looking  into  himself, 
Soros  sees  the  world. 
Looking  at  the  world,  he 
sees — George  Soros. 
Madness  is  close  to 
genius. 

-R.C.M.  H 
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a  job  at  a  literature  academy, 
was  given  a  passport  and 
allowed  to  travel.  The  dissi- 
dents we  talked  to  said  dis- 
sidents normally  didn't  get 
such  perks.  Says  osi's  Neier:  ^^^H 
"We  always  regarded  him  as 
strongly  committed  to  the  Open  Soci- 
ety principles,  and  he  is  held  in  high 
regard." 

Everyone  likes  Vasarhelyi.  Refer- 
ences to  him  are  to  be  found  in 
recently  released  internal  records  of 
Communist  Party  meetings  about  a 
1989  political  demonstration. 
Vasarhelyi  and  others  negotiated  with 
the  government  on  behalf  of  the  dis- 
sidents. According  to  the  records:  "it 
is  worth  talking  to... Vasarhelyi  on 
whom  we  have  influence"  and  "if  the 
[speeches]  get  into  Vasarhelyi's  hands 
we  would  be  able  to  get  ahold  of 
them."  Vasarhelyi  strenuously  denies 
collaborating  with  the  Communists. 

Maybe  that  was  wishful  thinking, 
but  it's  a  revealing  comment  nonethe- 
less. Vasarhelyi  of  course  no  longer 
calls  himself  a  Communist  but  neither 
is  he  a  big  believer  in  free  markets.  "I 
was  and  always  am  very  criticai  ijf  cap- 
italism," Vasarhelyi  tells  Forbfs. 

Give  Soros  credit.  His  money  docs 


Gabor  Ivanyi  and 
homeless 

The  Soros  founda' 
tions  support 
good  works  like 
ivanyi's  shelters. 


do  considerable  good. 
Between  1984  and  1989  he 
and  Vasarhelyi  helped 
undermine  the  Communist 
Party's  control  of  informa- 
tion by  trading  photocopy- 
ing machines  to  cultural  and 
educational  institutes  for  Hungarian 
currency;  the  currency  was  then  used 
to  give  grants  to  dissidents  and  to 
writers  of  all  political  stripes. 

But  along  the  way  Soros  seems  to 
have  developeci  delusions  of  grandeur. 
He  wasn't  satisfied  with  helping  end 
Communist  totalitarianism.  He 
wanted  to  decide  what  kind  of  gov- 
ernment would  replace  it.  In  1990  a 
new  center-right  coalition  govern- 
ment was  voted  into  power  in  Hun- 
gary which  killed  the  Soros-govern- 
ment agreement.  That's  when  the 
foundation  began  its  partisan  support. 

Vasarhelyi  denies  that  there  is  any 
political  bias  in  his  foundation.  The 
Soros  Foundation,  for  example,  gives 
to  the  youth  clubs  and  pays  for  Gypsy 
dance  troupes  (the  Gypsies  are  a 
repressed  minority  in  Europe). 

Gabor  Ivanyi  is  a  former  afd 
member  of  parliament,  and  a 
Methodist  minister  who  runs  home- 
less shelters  in  Budapest.  Last  year 


s  Soros  Foundation  Hun- 
>  gary  gave  Ivanyi  $38,000 
Z  for  mattresses,  an  ambu- 
q  lance  to  pick  up  homeless 
I  who  were  freezing  on  the 
s  streets  and  for  tb  treat- 
S  ments.  Ivanyi  is  a  genuine 
man  of  goodwill. 

But  study  the  founda- 
tion's 1980s  modus 
operandi  and  you'll  see  it 
always  mixed  applauded 
works  with  politically 
motivated  projects.  With 
Vasarhelyi's  afd  pals  in 
power  again,  we  found 
the  relationship  with  cer- 
tain sectors  of  govern- 
ment very  cozy.  The 
AFD-controlled  culture 
ministry  and  the  Soros 
foundation,  for  example, 
both  subsidize  periodi- 
cals. We  matched  the 
most  recently  published 
lists  of  subsidies  and 
found  77%  of  the  period- 
icals that  got  major  gov- 
ernment handouts  also  received  sub- 
sidies from  the  Soros  foundation.  It 
seems  to  us  a  foundation  dedicated  to 
an  Open  Society  would  go  out  of  its 
way  to  assist  periodicals  not  support- 
ed by  the  government  of  the  day. 

How  reformed  are  Soros'  ex-Com- 
munists.^  Not  very.  A  few  years  back, 
Gyorgy  Litvan,  a  Soros  friend  of  long- 
standing, a  former  adviser  to  the 
foundation's  board  and  director  of  an 

A  press  officer  told  us  over 
a  five-star  buffet  we  should 
see  what  Soros  "means  to 
the  little  people." 


institute  given  Soros'  grants,  attacked 
historian  Maria  Schmidt.  She  had 
uncovered  secret  police  files  indirect- 
ly confirming  that  Alger  Hiss  had 
been  a  Soviet  spy.  Her  work  was 
widely  published  in  the  U.S.  and  led 
to  a  Reader's  Di0est  SLVticlc  in  Hun- 
gary. Then  she  bumped  into  Litvan. 
Schmidt  says  Lit\'an  lambasted  her  for 
her  "mentality,"  and  said  he  would  do 
everything  he  could  to  stop  her  work- 
ing as  an  academic  in  Hungary. 
Litvan  tells  Forbes  he  never  said 
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such  a  thing,  but  admits 
he  used  his  power  to 
block  her  from  making  a 
documentary  on  the 
secret  poHce.  "I  disHke 
her,"  he  says.  "She  is  on 
the  far  right."  This  Soros 
friend  has  an  interesting 
idea  of  what  constitutes 
"far  right."  It  seems  to  be 
anyone  to  the  right  of 
Alger  Hiss. 

Interviewing  him  in 
London,  Forbes  asked 
Soros  why  he  supports 
turncoats  like  Litvan  and 
Vasarhelyi.  His  reply 
was — shall  we  say — a  bit 
confusing.  "They  [as  ex- 
Communists]  know 
better  what  democracy  is 
than  perhaps  those  who 
were  always  opposed  to 
[the  regime]."  What  an 
insult  to  those  true 
democrats  who  paid, 
sometimes  with  their 
lives,  for  their  beliefs. 

That's  outrageous,  typical  Soros 
gobbledygook.  Exactly  what  does  he 
believe  in?  A  Utopian  vision  of  a  sort 
of  borderless,  multicultural  worlci, 
where  people  respect  one  another  and 
the  well-to-do  take  care  of  the  less- 
well-off.  But  Soros'  friend  Byron 
Wien,  managing  director  of  Morgan 
Stanley  International,  comes  closer  to 
the  truth  when  he  says:  "Soros  is  ter- 
rified of  right-wing  nationalism." 

Understanciable  perhaps  in  a  man 
who  spent  his  boyhood  watching 
Nazis  and  their  Hungarian  supporters 
at  work.  In  testimony  to  the  U.S. 
Congress  in  1994,  Soros  insisted  that 
Eastern  Europe's  ex-Communists 
"want  to  get  away  from  Communism 
as  far  as  possible.  Their  reemergence 
constitutes  a  welcome  extension  of 
the  democratic  spectrum."  Soros 
went  on:  "The  real  danger  is  the 
emergence  of  would-be  nationalist 
dictatorships.  They  are  playing  in  a 
field  definitely  tilted  in  their  favor." 

Thus,  for  Soros,  a  rosy  glow  seems 
to  surround  the  left,  while  conser- 
vatism seems,  to  him,  a  stand-in  for 
Nazism.  That  may  seem  relatively 
benign  when  expounded  in  American 
universities.  It  is  pure  poison  in  East- 
ern and  Central  Europe,  which  badly 


need  to  develop  their  free 
markets. 

Soros  annually  pumps 
some  $60  million  into  out- 
fits in  Hungary,  among 
them  his  Central  European  ^^^H 
University,  whose  goal  is  to 
educate  an  "administrative  elite." 
Here  students  can  not  only  bone  up 
on  macroeconomics  but  also  on  such 
American  imports  as  feminist  literary 
theory  and  how  the  media  "con- 
structs gender  and  sexuality,  whether 
heterosexual  or  homosexual." 

We  found  Soros'  "cultural  elite" 
unbelievably  arrogant.  A  chirpy  Open 
Society  Institute  press  officer  told  us 
over  a  five-star  Kempinski  Hotel 
breakfast  that  she  wanted  Forbes  to 
see  what  Soros  "means  to  the  little 
people." 

Vaclav  Klaus,  the  Czech  Republic's 
prime  minister  and  a  tireless  advocate 
of  free  markets,  has  a  good  notion  of 
what  Soros'  ideas  mean  to  "the  little 
people."  Klaus,  in  effect,  kicked  Cen- 
tral European  University  out  of 
Prague.  The  no-nonsense  Klaus 
wasn't  afraid  of  Soros'  ideas.  He  just 
didn't  want  Soros  money  buying  up 
Czech  intellectuals. 

Soros  returned  the  insult:  "Klaus 


Miklos  Vasarhelyi, 
Soros  Foundation- 
Hungary 
A  colorful 
ex-Communist 
representing  Soros. 


embodies  the  worst  of  the 
Western  democracies." 
Maybe,  but  the  Czech 
Republic  is  easily  the  most 
prosperous,  modern  econo- 
my in  Central  or  Eastern 
Europe. 

Say  this  for  Soros:  He  knows  his 
way  around  the  law.  His  country 
foundations  are  usually  local  legal 
entities  but  often  receive  ftinds,  says 
his  New  York  press  officer,  from  the 
New  York-domiciled  foundations. 
That's  very  interesting. 

According  to  the  IRS  tax  code,  to 
enjoy  tax-exempt  status  a  private 
foundation  cannot  "intervene,  direct- 
ly or  indirectly,  in  any  political  cam- 
paign on  behalf  of  (or  in  opposition 
to)  any  candidate  for  public  office...." 

You  can  dismiss  George  Soros  as  a 
kooky  rich  man  who  uses  his  money 
to  collect  politicians  and  intellectuals 
the  way  some  rich  people  collect  cas- 
tles and  old  masters.  And  in  a  way  he 
is  ridiculous,  flying  about  the  world, 
holding  press  conferences  and  writing 
books  and  articles  that  nobody  can 
understand. 

On  the  other  hand,  money  can  do 
a  lot  of  harm  in  politics,  especially  in 
poor,  small  countries.  ■■ 
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I  Have  a  phone  that  rings  constantly.  A  calem 
to  be  at  ten  minutes  ago.  I  need  rehef.  Ah,  yes. 
comfort  goes  to  work  immediately  delivering 

Fm  amazed  a  car  like  this  is  AVAILABI 


/     niUirmahon  via  the  Imeniel,  en:erhttp://www.Uncolnveiiu'Ui  ijni  or  to  recewe  a  free  brochure,  call  I  800  446-i 


1  «S»  I 


:h  every  hour  taken.  And  a  dinner  engagement  I  was  supposed 
icoln  Town  Car.  Just  what  the  doctor  ordered.  Its  soothing 
|[ing  of  unsurpassed  luxury  and  peace  of  mind,  ^u  know, 

ITHOUT  A  PRESCRIPTION. 


ffl  LINCOLN 

What    A    Luxury    Car    Should  Be 


You  bet  heaviiy  on  an  S&P  500  index  fund.  Congratulations  on  your  profits, 
but  don't  get  complacent.  These  things  are  trickier  than  you  think. 

What  the  sales 
birochure  didn't 
tell  you 


By  Gretchen  Morgenson 

The  question  is  where  to  achieve  the  best  performance 
in  the  stock  market.  For  hundreds  of  thousands  of  people 
the  latest  answer  has  been:  in  the  s&p  500  index.  The 
folks  at  Standard  &  Poor's,  who  oversee  the  famed  index 
estimate  that  as  much  as  8%  of  the  U.S.  stock  market's  $9 
trillion  in  total  capitalization  is  indexed  today,  up  from  7% 
of  $4  trillion  five  years  ago. 

Most  of  that  indexed  money  is  institutional — pension 
funcds  and  the  like — but  a  significant  amount  belongs  to 
ordinary,  individual  investors  through  mutual  funds. 
Some  20%  of  the  money  going  into  mutual  funds  so  far 
this  year — $27  billion  at  last  count — is  believed  to  have 
gone  into  index  funds.  Less  than  3%  went  into  index 
fiinds  in  1994.  Thirteen  new  s&P  500  index  funds  were 
introduced  last  year. 

Is  this  healthy? 

There's  a  lot  to  be  said  for  indexing.  Indexed  investors 
pay  a  lot  less  in  money  management  fees — maybe  20 
cents  a  year  per  $100,  versus  anywhere  from  $1  to  $2  for 
stock  pickers.  By  definition  these  investments  can't  lag  the 
market,  which  means  that  over  very  long  periods  of  time 
they  almost  can't  lose. 

But  there  can  be  too  much  of  a  good  thing,  and  right 


Piling  into  index  funds 
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Want  to  put  all  your  stock  market  eggs  into  one  basket?  That's 
S&P  500  index  investors  are  doing  today,  knowingly  or  not.  Index  f 
buyers  also  think  the  S&P  always  outperforms  active  money  manag< 
mient.  Not  so.  Charts,  right,  show  stock  pickers  sometimes  triumph. 
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now  there  is  a  lot  too  much  indexing. 

Why?  Let's  get  a  few  myths  about  index  investing  out 
of  the  way. 

First  of  all:  Investing  in  the  s&r  500  is  not,  as  most 
investors  believe,  an  investment  in  500  equally  weighted 
stocks  that  mirror  "the  market."  It  is  an  investment  in 
essentially  one  asset  class:  big-capitalization  growth  com- 
panies. The  folks  heavily  into  index  flinds  are  putting  their 
eggs  in  one  basket.  It's  a  big  basket  to  be  sure,  but  it  isn't 
the  American  economy.  There's  no  space  in  it  for  the 
smaller  companies  that  are  the  real  engine  of  U.S.  eco- 
nomic growth.  It  excludes  a  lot  of  big  companies  that  for 
one  reason  or  another  have  fallen  from  investor  favor,  per- 
haps temporarily. 

Second  myth:  The  S&P  500  usually  beats  active  money 
management — i.e.,  old-fashioned  stock  pickers.  Some- 
times it  does;  sometimes  it  doesn't.  Look  at  the  charts 
below,  compiled  by  Evaluation  Associates,  a  financial  con- 
sulting firm  in  Norwalk,  Conn.  These  compare  the  per- 
formance of  the  S&P  500  with  the  median  returns  (before 
tees)  of  active  money  managers.  The  index  beats  the  large- 
cap  managers  less  than  half  the  time  and  the  small-cap 
stock  managers  only  rarely. 

Okay,  but  isn't  indexing  a  lot  safer.'  It  depends  on  what 
you  mean  by  safety,  and  over  what  period. 

We  put  the  safet)'  question  to  Jack  Brennan,  chief  exec- 
utive of  the  Vanguard  Group.  Vanguard  is  a  prime  expo- 
nent of  indexing,  with  $70  billion  in  index  fimds.  But  the 
question  about  safety  makes  Brennan  nervous. 

He  recently  spent  a  few  hours  manning  the  phones 
at  Vanguard  headquarters,  talking  to  customers 
and  potential  fund  buyers.  "The  intensity  of 


interest  in  index  funds  is  incredible,"  he  says.  "We're 
concerned  that  people  are  focusing  on  three-year  per- 
formance of  index  flmds  rather  than  on  their  other  ben- 
efits. You  hear  a  lot  of  T  want  that  fund  that  was  up 
23%  last  year.'  " 

Brennan  published  a  warning  to  investors  in  the 
fund  company's  January  epistle  to  clients. 
"Indexing  isn't  invulnerable,"  the  piece       >^^bS  $35 
reads.  "Investors  who  have  enjoyed  the 
bounty  of  the  s&P  500  index  should 
consider  that  while  large-cap  stocks 
have  led  the  market's  parade  in  the 
past  few  years,  this  trend  won't  last 
forever." 

Brennan,  like  his  predeces-  :g^igam^  3Q 

sor,  John  Bogle,  is  an 
extremely  honest  man. 
He  is  an  advocate  of 
indexing,  but  is 
afraid  some  peo- 
ple are  ex- 
pecting too     ^^^^^^^^^^^M^^^^^^^^^^^^  25 
much  of 
it. 


The  eight-member  s&p 
index  committee — pic- 
tured here — holds  enor- 
mous power.  These  guys 
decide  which  stocks  to  add 
or  delete  from  the  index. 
A  nod  from  them  and 
dozens  of  index  fund  man- 
agers must  buy  gobs  of 
your  stock,  and  it  becomes 
worth  a  lot  more  than  it 
was  yesterday.  A  frown  and 
they  sell,  and  your  stock 
takes  a  hit. 

The  mania  for  index 
fiinds  has  created  even 
more  interest  in  the  s&P 
500.  All  the  more  reason 
to  wonder:  Just  wb 
these  folks  who  till Kv        :  , 
the  index.^ 


David  Blitzer  is  chief 
economist  at  Standard  & 
Poor's  and  a  member  of 
the  index  committee.  He 
describes  the  monthly 
index  meetings  as  quiet 
and  consensus-driven.  "I 
don't  remember  the  last 
time  there  was  a  close  vote 
on  an  issue,"  says  Blitzer. 

Piow  are  changes  in  the 
list  decided  upon.*  "The 
underlying  goal  is  to 
reflect  the  leading  compa- 
nies in  the  leading  indus- 
tries in  the  economy  and 
the  stock  market,"  says 
Blitzer.  "We're  not  out  to 
pick  hot  stocks." 

That's  not  the  inten- 
tion, but  it's  what  often 


happens  because  the  stock 
market,  not  the  economy, 
drives  the  committee's 
choices. 

Say  technology  con- 
tributes 10%  of  the  U.S. 
gross  domestic  product 
but  totals  20%  of  U.S. 
stock  market  capitaliza- 
tion. Blitzer  says  s&P  is 
comfortable  giving  the 
industry  the  heavier 
weight  in  the  index. 

Considering  candidates 
to  add  or  delete,  the  com- 
mittee looks  for  a  strong 
balance  sheet,  liquidity'  in 
the  stock,  low  debt.  What 
about  valuations?  Says 
Blitzer,  "The  only  time 
we'd  look  at  a  price/earn- 


ings ratio  is  if  it's  crazy,  say 
40  and  up.  Then  we'd  ask 
if  it  was  sustainable. 
Beyond  that,  we  don't 
look  at  p/e."  A  comment 
like  that  can  only  make  a 
value  investor  turn  pale. 

Members  of  the  index 
committee: 

Elliott  Shurgin,  vice 
president  and  general  man- 
ager, index  services.  Joined 
Standard  &  Poor's  in 
1973,  chairman  of  the 
index  committee  since 
1991.  Graduate  of  Brook- 
lyn College,  accounting 
and  economics. 

David  Blitzer,  vice  presi- 
dent, chief  economist  and 
director  of  quantitative 
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standard  &  Poor's  index 
committee,  from  left: 
James  Branscome, 
Carol  Levine,  David 
Blitzer,  Elliott  Shurgin, 
Albert  Neubert,  Cynthia 
Giglio,  Robert  Natale 
and  James  Fazio. 


services.  B.S.,  engineering, 
Cornell;  Ph.D.,  econom- 
ics, Columbia. 

James  Branscome, 
senior  vice  president, 
equity  investor  services- 
information  services. 
Joined  s&p's  parent, 
McGraw-Hill,  in  1975  as  a 
Business  Week  correspon- 
dent. B.A.  in  history  and 
political  science  from 
Berea  College. 

James  Fazio,  index  ana- 
lyst. Eighteen-year  veteran 
of  S&p's  research  depart- 
ment. B.A.  in  mass  com- 
munications, Hunter  Col- 
lege; M.B.A.  in  finance 
from  Pace  University. 

Cynthia  Giglio,  manag- 


er, quantitative  services. 
B.A.  in  geology  and  math 
from  Hamilton  College. 

Carol  Levine,  database 
manager  of  index  prod- 
ucts. B.A.,  cum  laude,  eco- 
nomics, Brooklyn  College. 

Robert  Natale,  vice 
president  and  director  of 
equity  research.  B.A.  from 
Fordham  University;  M.A. 
in  cinema  studies  from 
New  York  University; 
M.B.A.  in  finance,  New 
York  University. 

Albert  Neubert,  direc- 
tor of  domestic  indexes. 
B.A.  in  finance  from  Pace 
University;  M.B.A.  from 
New  York  University. 


What  people  tend  to  overlook  is  that  the  sudden  lust 
for  indexing,  combined  with  money  managers'  perpetual 
need  to  beat  the  index,  has  created  a  self-reinforcing 
trend.  One  reason  for  it  is  technical:  how  the  s&P  500  is 
structured. 

It  is  an  index  weighted  by  market  capitalization  rather 
than  weighted  equally  among  all  500  stocks.  That  means 
the  most  popular  stocks  account  for  the  lion's  share  of  the 
index.  Though  there  are  500  stocks  in  the  index,  the 
stocks  at  die  top — Coca-Cola,  Philip  Morris,  Microsoft: — 
have  a  weighting  several  hundred  times  that  of  stocks  at 
the  bottom,  companies  like  Alexander  &  Alexander, 
Armco  and  Giddings  &  Lewis. 

Which  is  what  makes  the  indexing  trend  self-rein- 
forcing. When  you  buy  an  s&P  index  fund  you  are 
buying  into  the  argument  that  Coca-Cola  is  really  worth 
200  times  as  much  as  the  machine  tool  manufacturer 
Giddings  &  Lewis.  You  are  endorsing  the  pricing  status 
quo.  You  are  assuming  that  the  market  pricing  really  is 
efficient. 

But  what  if  Coke  is  overvalued  and  Giddings  &  Lewis 
is  undervalued.^  Tough  luck.  Much  more  of  your  money 
is  going  into  high-priced  Coca-Cola.  You  are  automati- 
cally becoming  a  momentum 
investor.  The  higher  an  s&P  stock 
goes,  the  more  of  your  index  money 
is  invested  in  it. 

The  top  10%  of  the  index — 50 
nifty  companies  like  General  Electric, 
Intel,  Coca-Cola,  Merck  and 
Microsoft: — produced  a  gain  of  23.4% 
last  year,  roughly  seven  percentage 
points  more  than  the  remaining  450 
stocks'  average  return.  Momentum 
again.  The  more  the  top  handful  of 
companies  outperform,  the  more  money  pours  into 
them — and  the  more  they  outperform.  As  long  as  money 
keeps  pouring  in. 

If  you  are  a  value  investor,  this  has  horrendous  impli- 
cations. The  top  ten  stocks  in  the  s&P  500  at  the  end  of 
December — accounting  for  almost  20%  of  the  index  in 
market  cap — had  an  average  price/earnings  rado  of  25.1. 
The  index  as  a  whole  has  a  p/e  of  21  and  a  price-to-book 
ratio  of  5.3.  But,  willy-nilly,  an  index  fund  investor  is 
putting  most  of  his  money  in  the  high  p/e  sector.  And  the 
phenomenon  feeds  on  itself. 

In  1992  Intel,  the  high-powered  semiconductor  maker, 
first  made  it  into  the  top  50  s&P  500  stocks.  It  was 
number  35,  accounting  for  0.6%  of  the  index.  In  1995  it 
was  number  13,  with  a  1%  weighting.  Then  in  1996  it 
doubled  to  almost  2%  of  the  index,  and  moved  into  the 
number  four  position. 

Which  means  that  when  Intel  was  cheap,  an  index  fiand 
buyer  was  buying  only  a  dribble  of  it.  When  it  got  dear, 
he  was  buying  oodles  of  it. 

Nothing  wrong  with  having  Intel  in  the  index.  It  dom- 
inates its  field  and  certainly  qualifies  as  a  leading  compa- 
ny in  a  leading  industry,  two  of  the  qualities  s&P  looks  for 
when  it  adds  companies  to  the  index.  But  having  a  com- 
pany trading  at  29  times  earnings  account  for  2%  of  the 


The  sudden 
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indexing 
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a  self- 
reinforcing 
trend. 
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index  means  that  investors  in  the  index  are  making  a 
mighty  big  bet  on  Intel's  continued  strength. 

Do  you  really  want  to  own  six  times  as  much  Coca- 
Cola  as  Monsanto?  Or  twice  as  much  Disney  as  Schlum- 
berger?  Overweightings  in  hot  stocks  like  these  are  what 
investors  who  jumped  into  an  S&P  500  index  flindat  the 
end  of  1996  were  essentially  buying. 

Think  about  this  for  a  minute.  Since  1958,  the  year 
after  the  s&P  500  was  created,  an  equally  weighted  500 
would  have  outperformed  the  actual  market-capitaliza- 
tion-weighted version  60%  of  the  time. 

Steven  Lcuthold,  of  Leuthold/Weeden  Research  in 
Minneapolis,  Minn.,  has  calculated  and  compiled  the 
returns  of  the  s&P  as  it  is  and  as  it  would  be  if  it  were 
equally  weighted.  The  numbers  include  capital  apprecia- 
tion in  the  stocks  only,  no  dividends.  Since  1958  the  cap- 
weighted  s&P  outperformed  in  16  years.  But  an  equally 
weighted  index  outperformed  in  23.  Annual  returns  for 
the  period  were  7.9%  for  the  cap-weighted  index  and 
10.8%  for  the  equally  weighted  index. 

Since  1984,  however,  the  capitalization- weighted  S&P 
has  outperformed  the  equally  weighted  version  nine 
times — 69%  of  the  time.  What's  to  account  for  the  shift.' 
Leuthold  thinks  the  increased  interest  in  indexed  invest- 
ing since  the  mid-1980s  has  played  a  major  role.  But  as 
Vanguard's  Brennan  says,  a  trend  like  this  simply  can't  last 
forever. 

Investors  who  buy  and  hold  index  funds  can  never 
rebalance  their  holdings.  If  you  own  a  stock  and  it  rises 
dramatically,  you  might  take  some  of  your  profits.  You 
can't  if  you're  in  an  index  fi.ind.  The  higher  it  goes,  the 
more  you  own — automatically. 

Look  at  Wal-Mart.  It  was  a  Wall  Street  darling  in  1992, 
trading  at  33  times  earnings.  Wal-Mart  was  going  to  take 
over  the  world.  That  single  stock  constituted  2.4%  of  the 
whole  index.  If  you  thought  it  was  overpriced,  you  were 
out  of  luck  as  an  index  flind  holder. 

Over  the  next  four  years  Wal-Mart  fell  to  sixteenth 
place  in  the  index,  with  a  weighting  of  less  than  1%. 

In  early  1986  IBM  accounted  for  6.4%  of  the  s&p  500. 
IBM  was  about  to  plunge,  but  indexers  were  buying  it 
heavily.  By  1989  IBM  accounted  for  2.3%  of  the  index;  its 
stock  price  had  fallen  from  162  to  93.  The  investing  strat- 
egy or  hot  stock  that  worked  one  year  is  famous  for 
unraveling  in  the  next. 

The  glory  of  the  index  is  that  a  disaster  to  one  stock  or 
even  to  a  dozen  stocks  won't  sink  you.  But  the  market, 
not  your  own  judgment,  decides  how  much  of  each  stock 
you  will  buy. 

An  index  investor  in  1982  would  have  been  putting 
huge  amounts  of  money  into  oil  stocks  just  ahead  of  the 
collapse  in  oil  prices.  Energy  stocks  in  1982  accounted  for 
almost  one-third  of  the  index's  top 


ten  holdings.  Today  oils  account  for 
20%  of  the  s&p's  top  ten  market 
capitalization.  Did  the  heavy  oil 
weighting  hurt  the  s&p  index's  per- 
formance? It's  no  coincidence  that 
the  early  1980s  were  a  time  when 
the  median  large-cap  money  man- 


The  S&P,  it  is  a-changin' 

The  S&P  500  isn't  static;  companies  are  added  and 
deleted  each  year.  Note  tliat  companies  recently 
added  to  the  index  carried  higher  valuations, 
on  average,  than  those  dropped.  That  means 
investors  are  buying  high  and  selling  low. 


Added  to  S&P  500, 1995 


Company/business 

price/earnings 

price/book 

Silicon  Graphics/workstations 

25 

3.8 

General  Public  Utilities/utility 

8 

1.3 

Boston  Scientific/medical  devices 

8.3 

5.2 

Applied  Materials/wafer  fabrication  equip 

15 

4.8 

Bank  of  New  York/banking 

7.4 

2.3 

Laidlaw/waste  management 

19 

2.3 

cue  International/retailmg 

36 

24 

Cabletron  Systems/computers 

21 

12 

Darden  Restaurants/restaurants 

34 

1.4 

Fruit  of  the  Loom/apparel 

38 

16 

Tellabs/voice  and  data  equipment 

42 

20 

Republic  New  York/banking 

15 

1.2 

Allstate/insurance 

10 

1.1 

Willamette  Industries/paper  products 

7 

1.9 

Morgan  Stanley/investment  bank,  brokerage 

13 

3.3 

First  Bank  System/banking 

12 

2.4 

Federated  Department  Stores/retailing 

34 

1.8 

PP&L  Resources/utility 

11  . 

1.5 

Humana/health  care 

20 

5 

Comerica/banking 

10 

1.6 

LSI  Logic/mtegrated  circuits 

19 

3.8 

3Com/computers 

36 

12 

20 

5.9 

Added,  1996 

Company/business 

price/earnings 

price/book 

Case/machinery 

9.3 

2.1 

Bay  Networks/communications  equipment 

45 

8.2 

Fifth  Third  Bancorp/banking 

19 

3.0 

Green  Tree  Financial/financial 

17 

4,0 

EMC/computers 

16 

3.7 

General  Instrument/communications 

34 

NM 

WorldCom/telecommunications 

32 

NM 

AON/msurance 

21 

4.5 

MGIC  Investment/fmancial 

15 

3.0 

Battle  Mountain  Gold/mmmg 

NM 

2.7 

HFS/hotels 

58 

NM 

Seagate  Technology/computers  • 

26 

5.1 

Dell  Computer/computers 

19 

12 

Cognizant/advertising  services 

NM 

NM 

MBIA/fmancial 

14 

1.7 

Guidant/health  care 

16 

20 

AutoZone/retailing 

24 

5.0 

Frontier/telecommunications 

17 

7,1 

Thermo  Electron/manufacturing 

31 

11 

Average 

24 

6.5 

NM:  Not  meaningful. 
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Deleted  from  S&P  500, 1995 

Company/business 

price/earnings 

price/book 

National  Education/vocational  education 

NM 

NM 

Rollins  Environmental/waste  management 

NM 

1.9  J 

Oshkosh  B'Gosh/children's  clothing 

29 

1.3:^^|§ 

Hartmarx/apparel 

8.7 

1.4 

SPX/manufacturing 

21 

NM 

Skyline/mobile  homes 

14 

1.2 

Bassett  Furniture/furniture 

16 

1.2 

Mnrricf^n  KniiHcon/rnnctriirtinn 

IViUI  1  lOUl  1  t\I  lUUdCI  1/  LUMoU  ul>  UUI  j 

97 
LI 

1  A 
1.4 

Zurn  Industries/plumbing 

11 

1.4 

Average 

18 

1.4 

Deleted,  1996 

Company/business 

price/earnings 

price/book 

Handleman/leisure  time 

NM 

.49 

Brown  Group/footwear 

7.0 

1.0 

Ogden/services 

13 

2.0 

Outboard  Marine/leisure  time 

NM 

1.4 

Community  Psychiatric/hospital  mgmt 

7.0 

.86 

Yellow/trucking 

NM 

.80 

Luby's  Cafeterias/restaurants 

12 

2.1 

Ryan's  Family  Steak  Houses/restaurants 

10 

1.1 

Shoney's/restau  rants 

11 

NM 

Average 

10 

1.2 

NM:  Not  meaningful. 

ager  outperformed  the  S&P  500. 

Today  the  dominant  companies  in  the  S&P  are  no 
longer  in  one  industry;  they  resemble  more  the  Nifty  Fifty 
of  the  early  1970s:  stocks  characterized  by  apparent  earn- 
ings predictability.  But  the  lesson  is  the  same:  While  it's 
fun  to  ride  these  stocks  going  up,  it's  decidedly  unfun 
going  down. 

Today's  hot  stocks  could  get  hotter,  of  course.  A  lot  of 
money  managers — including  FORBES'  columnists  Martin 
Sosnoff  and  R.  S.  Salomon  Jr. — are  betting  on  it.  They 
think  the  s&p  darlings  will  continue  to  rise  because  the 
index  fund  money  will  continue  to  pour  in  and  because 
money  managers  who  know  they  must  beat  the  s&P  500 
will  also  be  big  buyers. 

What  if  the  feeding  frenzy  stops?  In  1977-78  big-cap 
stocks  fell  20%,  while  small-cap  stocks  fell  around  5%.  The 
S&P  500  itself  fell  more  than  10%. 

"People  going  into  index  funds  now  are  subcon- 
sciously in  100%  large-cap  equity  performance  and  all 
the  volatility  that  goes  along  with  that,"  says  Peter 
Tanous,  investment  management  consul- 
tant at  Lynx  Investment  Advisory  in  Wash- 
ington, D.C.  Indeed,  volatility  in  the  s&P 
500  index — another  measure  of  risk — is  on 
the  rise. 

According  to  Morningstar,  the  annualized 
standard  deviation  of  the  index,  measured  by 
the  Vanguard  500  index  fund,  was  10.2% 
over  the  past  five  years.  That  translates  into  a 
normal  daily  movement  of  0.6%.  Over  a 


Adding  highfliers 
to  the  S&P  and 
ditching  the  dogs 
means  you're 
buying  high,  sell- 
ing low. 


more  recent  period — the  past 
three  years — the  standard  devia- 
tion has  climbeti  to  11.6%.  In 
1996  the  s&P  500  moved  up  1% 
or  more  on  21  trading  days  and 
down  1%  or  more  on  17  trading 
days.  That's  three  times  the 
number  of  days  experiencing  a  1%  move  in  1995. 

What's  behind  this  increased  volatility?  One  explana- 
tion may  relate  to  die  way  the  index  is  compiled  and  man- 
aged by  the  eight-person  index  committee  at  Standard  & 
Poor's  (see  box,  p.  92). 

For  30  years  the  industries  included  in  the  s&P  500, 
and  their  weightings,  were  set  in  stone.  But  in  April  1988 
S&P  decided  to  make  a  change:  It  would  let  the  industry 
sectors  float.  "Substitutions  can  be  made  between  cate- 
gories," says  Standard  &  Poor's,  "permitting  [us]  to 
respond  more  quickly  to  shifts  in  representation  of  major 
market  sectors." 

Beyond  mergers  and  acquisitions,  companies  are 
dropped  from  the  index  for  what  S&P  calls  "lack  of  rep- 
resentation." In  other  words,  the  s&P  index  committee 
believes  that  these  companies  no  longer  represent  leading 
stocks  in  leading  American  industries.  This  allows  for 
some  arbitrariness  to  creep  into  the  selection  process.  For 
instance,  the  s&P  500  is  underweighted  in  financial  com- 
panies compared  to  the  Wilshire  5000 — 15%  versus 
18% — and  overweighted  32%  versus  28%  in  consumer 
nondurables. 

The  number  of  companies  dropped  for  lack  of  repre- 
sentation has  escalated  in  the  past  two  years.  No  such 
changes  were  made  in  1988  and  1990,  and  only  one 
company  was  dropped  in  1989,  1991  and  1992.  But  in 
each  of  the  past  two  years  nine  were  deleted  for  being  no 
longer  representative. 

When  you  look  at  which  stocks  were  dropped  and 
which  were  added,  you  see  some  interesting  patterns. 

Look  at  the  companies  added  to  the  index  in  both 
years — 19  last  year  and  22  in  1995.  Many  newcomers 
were  stock  market  darlings  like  Bay  Networks,  HPS  Inc., 
WorldCom  Inc.,  cue  International  and  3Com.  The  aver- 
age price/earnings  ratios  on  stocks  added  to  the  index  in 

1995  was  20.  Last  year  the  average  for  the  newcomers 
was  24. 

By  contrast,  the  average  stock  deleted  from  the  index 
(see  tables,  above)  had  average  p/es  in  1995  of  18,  and  in 

1996  of  10. 

There's  nothing  sinister  about  this.  After  all,  the  S&P 
500  is  a  large -capitalization  index,  and  it's  only  fitting  that 
companies  with  diminished  market  value  be  exorcised. 

But  adding  highfliers  and  deleting  the  lowly 
means  an  investor  in  the  s&P  500  is  essen- 
tially buying  high  and  selling  low.  That's  not 
usually  the  way  good  stock  pickers  make 
money. 

If  nothing  else,  all  this  should  remind 
investors  that  in  buying  into  the  s&p  500 
index  they  are  not  "buying  the  market."  At 
one  time  they  may  have  been.  Elliott  Shur- 
gin,  vice  president  and  general  manager  of 
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The  weighting  game 


If  an  index  is  weighted  iieaviiy  in  one  sector,  it  better  be  the  right  one.  LAOk  at  the  returns 
in  Morgan  Stanley's  international  equity  index,  with  and  without  the  hefty  Japan  weighting. 


EAFE  excluding  Japan> 


index  services  at  Standard  &  Poor's,  says 
that  the  500  stocks  compose  68%  of  the 
overall  U.S.  market  today.  Back  in  the  1960s 
the  S&P  500  accounted  for  90%  of  the  value 
of  the  New  York  Stock  Exchange. 

None  of  this  is  to  say  that  index  fund 
investing  is  inherently  any  more  dangerous 
than  any  other  kind  of  investing.  But  nei- 
ther is  it  inherently  safer.  Consider  that 
from  September  1987  through  November 
of  that  year  the  s&P  500  declined  32.1%.  During  the 
same  period  the  average  general  equity  fund  fell  slight- 
ly less  than  28.7%. 

There  are  tax  advantages  to  index  funds:  Since  they 
ordinarily  do  not  take  profits,  they  do  not  expose  share- 
holders to  capital  gains  tax  liability.  But  during  a  panic 
period,  there  v^'ill  be  redemptions.  Even  if  a  shareholder 


Even  if  you  held 
your  index  fund 
througli  a 
market  drop, 
you'd  still  have 
a  big  tax  liability, 


held  on  to  his  index  fund,  he  would  wind  up 
with  a  capital  gains  liability  on  stocks  that  the 
index  fund  manager  sold  to  cover  redemp- 
tions by  less  steadfast  investors. 

Do  the  bulk  of  people  pouring  money  into 
index  funds  these  days  understand  all  this? 
It's  extremely  doubtful.  Perhaps  they  are 
conditioned  psychologically  to  sit  out  a 
panic.  And  perhaps  not.  (See  story,  p.  118.) 
But  will  they  continue  to  hold  through  sev- 
eral years  when  many  individual  money  managers  out- 
perform their  index?  Again,  doubtful.  Long  run  to  most 
of  us  is  measured  in  months,  not  years,  and  certainly  not 
in  decades. 

In  short,  we  suspect  index  fiinds  have  become  a  dan- 
gerous placebo,  giving  many  of  us  the  illusion  that  the 
stock  market  is  a  much  safer  place  than  it  really  is.  WM 


IWo  other  ways 
to  go 

Okay,  you  still  like  index 
fiinds.  We  have  a  couple 
of  suggestions  for  you. 
Steer  clear  of  the  s&P  500 
index  right  now  and  con- 
sider a  ftind  that  invests  in 
a  broader  index.  Van 
guard's  Jack  Brennan 


agrees  that  the  S&P  500 
right  now  is  so  skewed  to 
large-capitalization  stocks 
that  it  has  become  almost 
a  sector  bet.  "The 
Wilshire  5000  is  better," 
says  Brennan.  "There's  no 
arbitrariness  in  the 
Wilshire.  It  gives  you  the 
fiall  picture,  and  if  you  can 
get  that,  it  ends  up  being 
a  better  bogey  for  equity 
accounts."  Vanguard's 


Total  Stock  Market  Port- 
folio mimics  a  6,000-stock 
portfolio. 

If  you  want  to  use  the 
S&P  500,  not  for  your 
retirement,  but  as  a  way 
to  bet  on  the  direction  of 
the  stock  market,  consider 
buying — or  selling 
short — a  Spider,  short  for 
Standard  &  Poor's 
depositary  receipts  (spdr), 
which  trades  on  the 


American  Stock 
Exchange. 

The  money  behind 
these  shares  is  invested  in 
the  stocks  that  make  up 
the  S&P  500  as  it  is 
weighted.  You  can  buy 
them  or  sell  them  with  a 
phone  call  or  a  click  of 
your  mouse  without 
having  to  wait  until  the 
following  morning. 

-G.M.  ■! 
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For  The  Time  Of  Your  Life 


Sometimes  a  car  seems  to 


move  all  by  itself.  You  remember 


parking  it  here.  Three  hours  later, 


it's  over  there. 


Fortunately,  some  very  SMART 


ENGINEERS  came  up  with  a 


solution  called  O  N  STAR  ...available 


on  the  brand  NEW  DEVILLE 


OnStor  con  find  your  car  just 


about  anywhere.  Just  call  and  give 


them  your  ID  number.  They'll  send  a 


signal  to  your  DeVille  that  FLASHES 


THE  LIGHTS  or  honks  the  horn. 


And  as  easy  as  that,  you're  on  your 


way.  It's  only  one  of  the  AMAZING 


THINGS  OnStar  can  do,  like  unlock- 


ing your  doors,  giving  directions  or 


finding  help  in  an  emergency. 


So  relax.  And  take  comfort  in 


knowing  that,  even  if  you're  all  alone. 


you  never  have  to  feel  that  way,?;; 


Call  1-800-333-4CAD  or  visit  our  v/et>  site  at 
www.cadiUac.com 


Moman  means  mor 


More  ways  to  unlock  value 


strategic  advice   •  mergers  &  acquisitions   •  debt  &  equity  capital  raising   •  swap 


ban  the  obvious  solution 

1 


The  obvious  solution  may  not  always  be  the  one  that  takes  you  furthest.  Who  can  you 
trust  to  help  you  evaluate  all  your  options?  J.R  Morgan.  We  provide  you  with  more. 

More  discipline  to  find  the  approach  that's  right,  not  just  easy.  More  focus  on 
delivering  value  for  your  shareholders,  not  simply  on  doing  a  deal.  More  of  a  global 
mind-set,  based  on  deep  roots  in  key  markets  around  the  world.  And  more  experience 
turning  smart  ideas  into  well  executed  ones,  to  take  you  as  for  as  you  can  possibly  go. 

No  wonder  that  in  1996,  more  firms  than  ever  turned  to  J.R  Morgan,  making  us  the 
number  one  advisor  in  Latin  America,  number  two  in  Europe,  and  number  five 
worldwide,  with  $122  billion  of  completed  transactions.  Among  these  were  some 
of  the  year's  largest,  most  complex  -  and  most  well  received  -  deals  for  clients  like 
Aetna,  Ciba-Geigy,  and  Gillette. 

Objectivity.  Creativity.  Global  thinking.  Winning  for  our  clients.  These  all  add 
up  to  more. 

www.jpmorgan.com 


J  P  Morgan 


vcitives   m  credit  arrangement  &  loan  syndication  •  sales  &  trading  •  asset  management 

1^1997  J  P  Morgan  &  Co  ircorporaied  J.P  Morgan  Securities  tnc .  membei  SIPC.  J  P.  Morgan  is  Itie  marketing  name  lor  J.P.  Morgan  &  Co.  incorporated  and  lis  subsidiaries  woddwide.  Morgan  means  more"'  is  a  service  mark  oi  J.P  Moigan  &  Co.  incoiporaied 


TECH 


coMranRS/eMmiiiiiMiiii 


The  day  is  near  when  computers  will  be  able  to  simulate  real-life  situations.  How? 
By  creating  armies  of  virtual  people— who  act  as  unpredictably  as  real  people  do. 

Playing  the  game  of  life 


By  Rita  Koselka 

What  makes  one  pop  music  album 
into  a  hit  but  not  the  next  one?  Why 
does  normally  smooth-flowing  traffic 
suddenly  snarl  up?  If  you  spend  more 
money  on  employee  training  will  you 
end  up  as  a  recruiting  ground  for 
cheapskate  rivals? 

Software  designers  are  answering 
seemingly  unanswerable  questions 
like  these  in  an  unusual  way:  by  pop- 
ulating computers  with  virtual  people 
anci  setting  them  loose  to  interact 
with  one  another.  Coopers  8c 
Lybrand,  the  big  accounting  and 
consulting  firm,  is,  for  example, 
trying  to  draw  conclusions  about 
music  sales  with  a  computer  that  has 
50,000  imaginary,  fad-following 
record  buyers  inside  it. 

These  "people,"  constructed  of 
bits  of  computer  code,  are  endowed 
with  ages,  incomes,  domiciles,  gen- 
ders and  buying  habits.  Some  buy  a 
new  music  CD  as  soon  as  it  hits  the 
stores;  others,  only  after  a  certain 
number  of  their  neighbors  own  it  or 
a  certain  number  of  radio  stations 
have  played  it.  All  these  assumptions 
are  based  on  real  data:  information 
collected  by  market  researcher 
SoundScan  Inc.  from  13,000  record 
stores  and  radio  stations,  plus  data- 
bases published  by  the  Census 
Bureau. 

Turn  on  the  30,000-line  program 
and  plug  in  some  parameters  that 
describe,  for  example,  how  popular 
the  singing  group  already  is.  Let  the 
computer  hum  for  two  hours  as  the 
virtual  people  interact  with  one 
another,  and  you  have  your  answer. 
Yes,  this  CD  will  sell.  No,  forget  that 
one — the  fish  won't  bite. 

Winslow  Farrell,  the  43-year-old 
partner  at  Coopers  &  Lybrand  who 
is  running  this  project,  explains  why 
old-fashioned  spreadsheets  wcn''t  tell 
you  much  about  the  quirks  of  record 
sales.  It  has  to  do  with  the  chaos 


inherent  in  human  affairs:  With  real 
people,  small  variations  make  huge 
differences.  Factors  like  how  often 
Djs  play  a  song.  Like  word  of  mouth. 
Like  momentum. 

"There  are  junctures  that  are  very 
difficult  to  describe  in  mathematical 
equations,"  he  says.  "These  are  for 
very  low-probability  but  potentially 
devastating  events — for  example,  the 
rate  of  takeoff  in  fads.  This  program 
can  write  these  complex  equations 
itself" 

Says  Michael  Shalctt,  chief  operat- 
ing officer  of  SoundScan  in 
Hartsdale,  N.Y.:  "We  have  a  lot  of 
data  and  we  wanted  to  know  if  we 
could  use  it  to  predict  what  is  going 
to  occur  in  an  unpredictable  market. 
We  want  to  have  a  product  that  we 
can  take  to  Sony  and  Warner  as  a 
tool  to  help  them  plan  manufactur- 
ing schedules." 

The  program  is  for  real.  It  should 
be  ready  for  commercial  sales  this 
summer.  Even  if  it  can't  make  a  sec- 
onci-rate  music  group  into  stars,  it 
should  succeed  in  giving  music  dis- 
tributors a  better  sense  of  how  sensi- 
tive sales  are  to  certain  starting  para- 
meters like  promotional  efforts. 

The  phenomena  that  are  so  well 
captured  in  such  computer  models 
are  what  engineers  call  non-linear 
effects.  Linear  effects  are  propor- 
tional: Send  out  1  million  pieces  of 
direct  mail  and  you  get  10,000 
responses;  send  out  2  million  and 
you  get  20,000.  But  record  sales, 
and  a  lot  of  other  human  endeavors, 
don't  work  in  a  linear  fashion.  If  the 
DJS  in  Kansas  City  play  a  song  from  a 
new  Madonna  album  26  times,  she 
sells  2,600  copies  there;  if  they  play 
it  52  times  maybe  sales  shoot  to 
20,000.  It  is  not  inconceivable  that  a 
computer  model  might  even  some- 
day be  able  to  tell  a  record  publisher 
the  promotional  value  of  Madonna's 


baby — or  what  would  happen  if  she 
married  the  father. 

The  Coopers  &  Lybrand  software 
is  an  example  of  a  technique  in  com- 
puter modeling  called  agent-based 
simulation.  With  this  technique  you 
attempt  to  gain  insights  into  a  real- 
life  problem  by  allowing  hundreds, 
thousands  or  millions  of  human-like 
software  "agents"  to  make  decisions 
and  interact  with  one  another. 

And  then?  "Computer  simulations 
allow  us  to  create  would-be  worlds 
and  test  things  we  could  never  do  in 
real  life,"  says  John  Casti,  a  mathe- 
matician connected  with  the  Santa 
Fe  Institute,  a  New  Mexico  think 
tank  that  studies  complex  systems  in 
biology,  physics  and  the  social  sci- 
ences. Casti  first  started  doing  com- 
puter simulations  with  the  Rand 
Corp.  in  the  late  1960s.  He  is  now 
working  with  ace  Reinsurance,  Swiss 
Re,  Cat,  Ltd. /Hamilton  Services, 
and  Centre  Re  to  come  up  with  a 
model  for  testing  how  people  react 
to  natural  disasters. 

Business  strategists  are  going  to  be 
using  more  and  more  of  these  simu- 
lations, predicts  Casti.  The  major 
role  for  these  models,  he  says,  will  be 
allowing  executives  to  play  what-if 
games.  They  do  that  now  with  bud- 
get spreadsheets.  In  the  future, 
strategists  will  be  routinely  doing  it 
with  computer  software  that  looks 
just  like  videogames. 

"Companies  will  choose  to  model 
realit)'  differently,  because  we  all 
have  different  assumptions  about 
how  people  behave,"  says  Michael 
Schrage,  an  MIT  research  associate 
and  technology  consultant  in  New 
York  Cit)'.  "For  the  cost  of  doing  the 
marginal  spreadsheet,  they  can  ask 
what  happens  if  I  change  my  core 
assumptions." 

Here's  an  example:  What's  the 
chance  that  a  stock  like  Iomega  will 
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become  the  subject  of  a  Wall  Street 
bubble?  A  model  with  agent-specu- 
lators may  give  you  an  idea  (see 
chart,  p.  108). 

What  drives  the  dynamics  of  com- 
petition in  the  formerly  monopolistic 
telephone  industry,  the  spread  of 
AIDS,  traffic  bottlenecks  in 
Albuquerque,  or  zoning  changes  in 
rural  Vermont?  In  the  past  few  years, 
scientists  have  developed  computer 
models  to  explain  all  these  things. 

Should  a  company  try  to  gain  an 
edge  on  competitors  by  investing 
more  money  in  ti-aining  its  employ- 
ees? A  computer  model  developed 
by  Xerox  physicist  Bernardo 
Huberman  and  his  colleagues  Tad 
Hogg  and  Natalie  Glance  attempts 
to  answer  that  question.  It  uses  an 
imaginary  world  of  employees, 
employers  and  some  real-life  rules 
that  reflect  the  costs  and  benefits  of 
training  and  the  tendency  for  good 
workers  to  be  lured  away  by  other 
employers.  Invest  too  little  and  \'our 
workers  will  be  unproductive.  Invest 
too  much  and  your  company  turns 


into  a  finishing  school  for  the 
competition. 

Computer  modeling,  of  course,  is 
not  new  to  business.  Simulations  of  a 
different  sort  already  have  a  well- 
established  role  in  factories  and 
refineries.  These  are  based  on  exact, 
deterministic  equations.  If  the  syn- 
thesis gas  is  entering  the  pressure 
vessel  at  X  pounds  per  hour,  ammo- 
nia is  produced  at  a  rate  of  Y  pounds. 
Kennecott  Corp.'s  gold  mine  in 
Papua  New  Guinea,  for  example,  has 
an  animated  simulator  that  shows 
where  all  the  trucks  and  excavators 
are  located  and  what  they  are  doing. 
Equation-based  computer  models, 
however,  are  inadequate  to  cope 
with  complex,  dynamic  systems  with 
a  lot  of  interactions  and  an  element 
of  randomness — presently  unpre- 
dictable things  like  record  sales. 
That's  where  the  virtual  people, 
cities  full  of  them,  enter  the  picture. 

It  helps,  of  course,  that  computa- 
tion has  gotten  cheap.  In  the  old 
days,  complex  simulations  (such  as 
those  used  to  design  atom  bombs  or 


predict  the  weather)  demanded  Cray 
supercomputers  costing  $5  million. 
Nowadays  you  can  do  a  lot  on  the 
desktop.  The  Coopers  &  Lybrand 
music  buyer  simulation  executes  one 
trillion  machine  instructions  to  do 
one  simulation.  It  runs  on  a  SI 0,000 
Indy  workstation  from  Silicon 
Graphics. 

The  disaster  recovery  division  of 
Comdisco,  the  Chicago-based  lessor 
of  mainframe  computers  and  other 
electronic  equipment,  is  designing 
an  agent-baseti  model  using  simula- 
tion softrsvare  from  Monterey,  Calif - 
based  Thinking  Tools  Inc.  The 
object  is  to  make  sure  a  corporate 
client- can  withstand  disasters  such  as 
a  massive  computer  outage.  The 
program,  which  is  supposed  to  be  in 
use  by  the  end  of  the  year,  takes 
information  about  a  particular  com- 
pany— how  many  locations  it  has, 
how  interdependent  they  are,  how 
many  workers  need  computer  termi- 
nals to  get  their  jobs  done — and  runs 
it  through  different  disaster/recov- 
ery  scenarios. 
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UNLIMITED  PARTNERSHIP 


\ 

DEAN  BURCiESS  FROM  ARAMARK  with  OWEN  CHAPPELL  OF  BRITISH  PETROLEUM^ 


'  FINDING  ARAMARK  WAS 

GENIUS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

LIKE  STRIKING  OIL 


A'ould  we  have  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  in  19%  if  ARAMARK  weren't  a  major  part  of  the  consortium  of  companies  working 
ith  us  in  the  North  Sea'f  I  think  the  answer  is  clearly,  no.  Oh,  we  knew  how  well  Dean  Burgess  and  his  team  would  handle  our  food  service, 
;agaziuc  and  book  concessions,  the  facdity  management  and  even  mad  delivery  for  90  full-time  people.  There  was  never  a  doubt.  But  when 
RAMARK  fxad  the  idea  to  build  the  entire  offshore  crew's  living  quarters  on  dry  land,  float  it  to  the  site,  lift  it  onto  the  platform  and  in  less  than  four 
mrs  plug  it  in  so  we  could  begin  drilling  od  immediately  well  that's  when  we  knew  we  had  ourselves  a  real  partner.  And  to  think,  the  entire  project 
une  in  5/36  mdlion  under  budget.  When  you  combine  that  with  the  nudions  o}  barrels  of  od  we've  sold,  wed,  what  can  I  sayT  The  words  of  Owen 
happell  of  British  Petroleum.  Who  said  it  couldn't  be  done'^  No  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
ily  thing  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  money  And  helping  a  partner  make  money  It's  led  Mr.  Clwppell  to 
Id  one  thing:  "The  value  of  BP's  partnership  with  ARAMARK  is  proven  to  me  every  day  -  barrel  by  barrel."  ^fj^^J^J^y^^J^j/^f^l^ 

.0  LEARN  MORE  ABOUT  UNLIMITED  PARTNERSHIP  CALL  1 -800-ARAM  ARK  OR  VISIT  US  AT  htlp://www.aramark.c()m  Managed  Services,  Managed  Better. 


Could  a  simple  little  promot'w 


actually  changi 
of  computing 


*$190  is  rhc 

orhtT  sj-ir^  Kill 
Wl  [llllliit  It  111  I 

I  ...MP.ur,.  M 


Krua!  (k'aler  prices  may  ^  ary.  Prices  on  ECC,  pHriry,  serx  er,  wtirksraricin.  DIMM. 

CM'  r.>K  Ma\  M.  l'-"^^^?,  or  uhilc  supplies  la^t  Thl^  proinorum  suhiect  ro  chanj 
.1. ill,, IV  \niJ  ulu-rc  prohihireJ      law,  Kinystun  Tfchni'Kii,'y  Company,  17600  New 

Ail  iii^hr^  rc--erved.  Computing  Without  Limits  is  a  trademark  of  Kingston  Tech( 


32MB 

of  Kingston  memory 

^^^^  MSRP 


for  most 
desktop 
systems 


A  memory  promotion  may  not  seem  like  a  big 
thing.  Then  again,  you've  probably  never  seen  a 
promotion  like  this  before.  Thanks  to  Microsoft' 
and  Kingston,®  users  of  Microsoft  software  are  headed  for  the 
next  level  of  computing  with  a  special  opportunity  to  get  32MB 
of  Kingston  memory  for  only  $199.*  With  more  memory,  you'll 
be  ready  for  all  kinds  of  possibilities.  Soon, 
software  will  allow  your  PC  to  talk,  listen, 
even  learn  from  you  while  you  work. 
So  it  becomes  an  intelligent,  intuitive 
partner.  You  could  find  yourself  retrieving 
information  from  the  Internet  at  light  speed. 
Browsing  interactive  malls.  Or  playing 
3D  games  that  possess  the  texture  and 
richness  of  reality.  Whatever  you  do,  memory  is  the  magic  that 
makes  it  all  happen.  And  now,  j—f 
thanks  to  this  ground-breaking 
promotion,  you  can  take  your 
older  PC  to  the  next  level  of 
performance.  Want  a  road  map 
to  your  PC's  future?  Just  look 
for  the  Hardware  Migration  Guide  posted  on  our  Web  site  at 
www.kingston.com/forb.htm.  To  place  your  memory  order,  call 


Special  memory  offer  for 
Microsoft  customers 


www.microsoft.com/promo/kingston.htm 


your  preferred  reseller;  or  call  us  toll-free  at  (888)  435-5451. 


MicrcsoU 
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Games  that  get 
you  thinldng 

Ever  come  to  a  point  in 
your  career  when  you 
wish  you  could  cio  a 
replay?  You  can't  undo 
your  past  decisions,  but 
before  you  make  anotlier 
big  one  you  might  try 


improving  yoiar  sidlls  as  a 
decision -maker.  Check 
out  Project  Challenge,  a 
new  piece  of  software 
from  Thinking  Tools  Inc. 
in  Monterey,  Calif 

Project  Challenge  is  an 
agent-based  simulation.  In 
that  regard,  it's  like  the 
simulations  used  to  ana- 
lyze traffic  patterns  or 


audio  CD  sales  (see  main 
story).  What  makes  this 
one  different  is  that  it 
allows  you  to  play  the  role 
of  an  agent.  You  sit  at 
your  desk,  the  phone 
rings,  people  visit,  mail 
arrives.  You  can  request 
more  money,  change  staff, 
build  morale  with  parties, 
or  eavesdrop  in  the  com- 


pany lounge.  You  succeed 
if  you  get  your  project 
done  on  time  and  under 
budget,  but  the  game  is 
different  every  time  you 
play 

Unlike  most  agent- 
based  simulations,  which 
have  hundreds,  thousands, 
sometimes  even  millions, 
of  agents  running  around 


"We  can  say  to  managements:  We 
ran  this  50  times,  and  [when  disaster 
strikes]  it  won't  be  exactly  like  any  of 
them,  but  this  is  what  it  looked  like 
comparing  alternative  A  to  alterna- 
tive B,"  says  James  Janiak,  a  senior 
manager  at  Comdisco. 

Agent-based  models  have  a  few 
ingredients  in  common.  One  ingre- 
dient, of  course,  is  agents,  usualK-  a 
large  population  of  them.  A  traffic 
model  built  for  Dallas  can  handle  10 


million  drivers. 

The  second  ingredient  is  a  set  of 
rules  that  determine  how  these 
agents  behave  when  they  encounter 
one  another. 

A  third  ingredient  present  in 
almost  all  agent- based  models  is  an 
element  of  chance.  The  probability 
that  this  particular  driver  on  the  west 
side  of  Albuquerque  will  take 
Alameda  Boulevard  to  work  may  be 
blown  in  advance,  but  whether  he  in 


fact  does  is  determined  only  when 
the  program  is  run.  The  software 
rolls  an  electronic  pair  of  dice  for 
each  driver.  In  the  language  of 
model  builders,  this  is  called  the 
Monte  Carlo  method. 

Scientists  at  the  Los  Alamos,  N.M. 
lab  pioneered  Monte  Carlo  methods 
to  describe  the  motion  of  atomic 
particles  in  an  exploding  A-bomb. 
The  behavior  of  any  given  alpha  par- 
ticle is  a  matter  of  chance.  But  the 
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Thinking  Toois'  John  Hiles 
and  his  Project  Challenge 
"We're  actors,  we're  part 
of  the  drama." 


inside  the  computer, 
Project  Challenge  is  limit- 
ed to  12  agents.  But  it  is 
rich  in  having  10,000  sep- 
arately programmed 
objects  (such  as  product 
lines  and  performance  lev- 
els of  each  person  on  the 
project)  and  can  make 
15,000  updates  of  the 
model  per  second. 

This  computer  game 
comes  with  a  steep 
price — Si, 500  per  copy. 
Who  pays  that  kind  of 
money!'  Comdisco,  the 
computer  lessor,  uses  it  to 
teach  consultants  project 
management.  The 
Pentagon  uses  it  to  teach 
project  management  solu- 
tions to  students  at  the 
National  Defense 
University. 

Thinking  Tools  is  the 
four-year-old  creation  of 
John  Hiles,  who  has  been 
fascinated  by  the  idea  of 


simulating  real  life  inside  a 
computer  ever  since  he 
studied  computer  science 
at  U.C.  Irvine  25  years 
ago.  A  long  career  in 
more  practical  forms 
of  programming — at 
Amdahl,  Mead's 
Lexis/Nexis  and  Digital 
Research — diverted  him 
from  this  dream.  In  1992, 
when  Maxis  bought  up  a 
programming- tools  firm 
that  Hiles  owned,  the 
dream  revived.  Maxis 
publishes  the  SimCity 
computer  game,  in  which 
players  use  a  computer  to 
simulate  the  evolution  of 
a  cit)'. 

Alihh,  there  it  was, 
Hiles'  first  love.  But 
Maxis  didn't  think  the 
time  was  right  for  apply- 
ing simulation  games  to 
business  strategy.  So  Hiles 
broke  off,  talcing  several 
programmers  with  him  to 
start  Thinking  Tools. 
Besides  Project  Challenge, 
published  in  a  joint  ven- 
ture with  a  computer  ser- 
vice subsidiary  of  MCi, 


Thinking  Tools  does  cus- 
tom computer  models 
using  agents.  Among  its 
clients:  the  U.S.  Army, 
Xerox,  Andersen  Consult- 
ing and  Pacific  Telesis. 

Thinking  Tools  lost 
$590,000  on  revenue  of 
$1.3  million  in  1995.  But 
don't  write  it  off,  says 
Hiles.  This  industry  is  still 
in  its  infancy.  Say  this: 
Hiles,  a  tall,  erudite  50- 
year-old,  has  some  true 
believers.  Esther  Dyson  of 
the  wired  set  and 
Frederick  Gluck,  vice 
chairman  of  Bechtel 
International,  sit  on  its 
board.  Robert  Barada,  a 
strategic  planner  at  Pacific 
Telesis,  says  that  "adaptive 
agents  are  orders  of  mag- 
nitude better"  than  con- 
ventional simulations. 

"In  [government]  poli- 
cy [making],  as  in  busi- 
ness, there's  a  tendency  to 
take  a  cleaver  and  whack 
at  a  problem  instead  of 
really  understanding  it, 
finding  the  leverage  points 
and  applying  just  the  right 


amount  of  pressure," 
explains  Hiles. 

A  leverage  point,  in 
Hiles'  world,  is  a  trigger 
that  can  create  a  powerfiil 
effect  with  a  small  amount 
of  expended  energy.  He 
draws  an  analogy  to  the 
rudders  on  giant  oil 
tankers:  These  rudders  are 
nudged,  not  shoved,  in 
the  direction  that  the 
helmsman  wants  to  turn 
them;  that  sets  off  a  reac- 
tion in  which  the  heavy 
lifting  is  done  by  the 
ocean. 

Hiles  continues:  "The 
world  of  business  has  lots 
of  agents.  It's  beyond  our 
power  of  imagination.  A 
simulation  lets  us  practice. 
Coupled  with  computer 
game  interfaces,  you  have 
a  program  that  is  akin  to 
film  and  drama  in  that  the 
lights  go  down  and  the 
suspension  of  disbelief 
takes  place.  Instead  of 
being  observers,  we're 
actors,  we're  part  of  the 
drama." 


behavior  of  a  quadrillion  of  them  is 
not  a  matter  of  chance.  (Nor  is  it 
chance  that  the  mountains  of  New 
Mexico  are  now  full  of  model- 
builders.)  It's  unpredictable  whether 
an  individual  will  take  a  lefi:  turn  off 
a  certain  street,  yet  it  may  be  pre- 
dictable that  there  will  be  a  lineup  of 
cars  at  a  certain  intersection. 

The  agents,  electronic  blips  in  a 
computer's  memory,  are  pro- 
grammed to  do  a  task.  Usually  they 


strive  to  maximize  some  payoff,  be  it 
virtual  profits,  social  rewards  from 
their  peers,  or,  in  Darwinian  fashion, 
the  number  of  their  offspring.  They 
are  put  in  a  soup  of  other  agents 
who  are  trying  to  maximize  the  same 
or  different  payoffs  and  set  in  an 
environment  which  also  reacts  to 
what  happens  on  the  screen. 

These  virtual  people  are  distant 
cousins  to  the  computer  agents  we 
find  on  the  Internet,  hunting  down 


a  cheap  airfare  for  you  or  looking 
for  the  answer  to  a  query.  The 
Internet  agents,  however,  work  one 
at  a  time.  The  virtual  ones  react  with 
hundreds  or  thousands  of  other 
agents.  With  each  cycle  of  the  pro- 
gram, the  amassed  agents  have  their 
positions  redefined — "position" 
here  meaning  something  like  net 
worth  or  number  of  record  albums 
purchased.  This  feature  allows  for 
the  fact  that  if  a  low-income  agent 
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COMPUHRS/IIOMMttNmQNS 


Wall  Street  in  silicon 

Classical  economics  says  stock  markets  should 
behave  rationally,  with  prices  at  any  given  instant 
reflecting  dividend  or  earnings  expectations.  But  two 
chaos  theorists,  W.  Brian  Arthur  of  the  Santa  Fe 
Institute  and  John  Holland  of  the  University  of 
Michigan,  show  how  human-like  trading  habits  could 
give  rise  to  a  market  with  wild  swings. 


The  successful  traders 
wind  up  with  more 
money  to  trade  with. 
The  unsuccessful  ones 
change  their  behavior, 
constantly  searching 
for  a  rule  that  will 
make  them  richer. 


The  Arthur-Holland  program 
has  100  agents  who  can  buy 
or  sell  a  single  stock  or  a 
bond.  Each  marches  to  his 
own  rules— some  trading  on 
fundamentals,  some  on  tech- 
nical analysis. 


BUY  stock  and  SELUonds^SeiTj 
interest  rates  go  below  5%  \ 


SELL  when  stock  goes 
down  20% 


\,  BUY  when  stock  goes 
up  20% 

BUY  stock  and  SELL  bonds  when 
interest  rates  go  below  5% 

sIll  when  stock  goes 
down  20% 


!      BUY  when  stock  goes 

!   up2J%  

BUY  stock  and  SELL  bonds  when 
interest  rates  go  below  5% 

SELL  when  stock  goes  ^ 
down  20%  II 


purchases  a  new  album  he  probably 
won't  be  able  to  afford  another  one 
for  a  while. 

Inside  a  computer  running  an 
agent-based  model,  time  moves  at 
warp  speed.  Twent}^-five  years  of 
urban  development,  determined  by 
300  cycles  of  the  model,  might  be 
compressed  into  five  minutes  of 
computing  time. 

Joshua  Epstein  and  Robert  Axtell 
of  the  Brookings  Institution  are 
using  an  agent-based  model  as  a  lab- 
oratory to  study  economic  behavior. 
Their  program  has  agents  represent- 
ed as  red  dots  randomlv  scattered 


What  emerges  from  this  primordial  soup  of  virtual  traders?  At  times, 
some  seemingly  irrational  pricing— what  is  known  to  market  theorists 
as  a  pricing  bubble  (or  crater).  The  model  is  revealing,  albeit  not  yet 
refined  enough  that  a  speculator  could  use  it  to  beat  the  market. 


across  a  computer  screen. 

In  a  t)^pical  Epstein/Axtell  sce- 
nario, 1,000  agents  compete  with 
one  another  for  scarce  resources, 
trade  goods  with  one  another, 
reproduce  and  die  out.  What  does 
this  sort  of  exercise  accomplish?  It 
offers  some  intriguing  insights  into 
the  hidden  forces  that  drive  eco- 
nomic change. 

Now  here's  something  for  the 
social  engineers  to  ponder:  Vary  the 
parameters  as  you  might  in  this 
model,  you  never  get  a  uniform  dis- 
tribution of  wealth  among  the 
population. 

While  conceding  that  this  mythi- 
cal world  is  only  a  dim  reflection  of 
the  real  one,  Epstein  and  Axtell 
argue  that  it  coulci  nonetheless  offer 


lessons  to  policymakers.  "It  may  be 
that  the  characteristics  of  the 
human  condition  don't  allow  us  to 
create  uniform  wealth.  That's  why 
all  of  history's  attempts  to  do  so 
have  ended  so  tragically,"  says 
Epstein. 

Will  these  simulations  make  busi- 
ness absolutely  predictable.^  Or 
enable  governments  to  set  policy  so 
as  to  avoid  undesirable  unforeseen 
consequences.^  Of  course  not.  But 
they  certainly  can  make  business 
planning  more  efficient  and  govern- 
ment policy  less  self-defeating. 
"Only  an  idiot  manages  his  business 
by  spreadsheet,"  says  consultant 
Schrage.  "But  only  an  idiot  ignores 
insights  you  get  from  a  spreadsheet 
or  a  simulation."  WM 
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If  gnats  had  wheels, 
we'd  make  the  bearings. 


The  Timken  Company  and  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 


TIMKEN 


WORLDWIDE  LEADER  IN  BEARINGS  AMD  STEEL 


TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  330-471  -3820. 


special  advertising^  section 


The  Birth  of  a  New  Direction  in  Health  Care. 

The  Industrialist  &  the  Physician. 
Could  anything  be  more  surprising 
than  what  they  built  together? 


Henry  J.  Kaiser,  one  of  the  world's  great 
industrialists,  wanted  the  world  to 
remember  him.  But  not  for  his  massive  pro- 
jects like  the  Hoover  Dam,  or  the  elegant  cars 
he  manufactured,  or  the  roads  and  aqueducts 
he  cut  through  mountains  and  deserts. 

What  Kaiser  wanted  the  world  to 
remember  him  for  was  that  he  made  a  differ- 
ence in  the  well-being  of  people.  And  making 
that  difference  would  have  been  impossible 
without  an  unexpected  partner. 

Dr.  Sidney  Garfield  was  a  doctor  who 
practiced  medicine  in  remote  construction  sites 
where  there  were  no  other  sources  of  medical 
care.  In  the  California  desert,  he  buih  a  small 

hospital  to  administer 
health  care  to  over 
5,000  workers  on  an 
aqueduct.  And  since 
he  knew  they  might 
be  reluctant  to  spend 
their  hard-earned 

He  built  dams,  roads, 
aqueducts  &  ships.  But 
wliat  Henry  J.  Kaiser 
was  nwsl  proud  of  was 
Kaiser  Pennanente. 


Dr  Sidney  Garfield  and  Industrialist 
Henry  J.  Kaiser  helped  build  California.  But  f\ 
they  had  to  build  a  unique  HMO. 


dollars  on  health  care,  he  created  one  of  the  fii 
modem  pre-paid  health  plans  and  charged  wo] 
ers  a  dime  a  day  for  coverage. 

This  concept  captured  the  imaginatio 
of  Henry  J.  Kaiser  (who  had  built  the  dam  tH 
fed  the  aqueduct).  And  in  it,  he  saw  an  invej 
tive  way  to  keep  his  own  workers  healthy 

When  World  War  II  broke  out, 
Henry  J.  Kaiser  set  out  to  build  warships  ir| 
a  shipyard  near  San  Francisco  and  asked  D 
Garfield  to  provide  health  care.  Turning  out 
ships  in  one  third  the  normal  time  was  wor 
so  arduous  that  workers  suffered  more  thar 
13,000  fractures  a  year.  Garfield's  new  syste 
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By  charging  workers  a  clime  a  day,  Dr  Sidney  Garfield 
f  a  pioneer  in  peifecting  the  concept  of  pre-paid  health  care. 

health  care  delivery  worked  so  well  that  when  the  war 
s  over  10,000  people  stayed  on  the  plan. 

Kaiser  Permanente  was  born. 

From  its  inception,  the  goal  of  Kaiser  Permanente 
IS  to  promote  health,  not  merely  to  treat  sickness.  What 
;  Garfield  envisioned  was  "a  health  plan,  not  a  sick  plan." 
[nonprofit  institution  that  focused  on  caring  for  its  mem- 
s,  not  profit. 

But  like  many  start-ups,  the  vision  of  the  founders 
n  clashed.  The  doctors,  who  were  trained  to  take  respon- 
ility,  battled  with  Kaiser  over  who  would  make 
isions.  The  two  sides  came  to  a  resolution  that 
ated  a  unique  partnership:  The  physicians  would 
iain  in  charge  of  medical  care  and  the  businessmen 
would  oversee  the  plan  itself. 

Nearly  fifty  years  and  over 
7.7  million  members  later,  that 


accord  is  still  the  backbone  of 
Kaiser  Permanente  today. 

With  the  burgeoning  growth 
of  for-profit  HMOs,  for  many 
companies  it  seems  as  if  the  bottom 
line  has  become  more  important 
than  medical  attention.  However, 
Kaiser  Permanente's  perspective  as 
a  nonprofit  organization  is  that  the 
doctor  should  always  have  the  final 
decision  in  patient  care.  And  as 
CEO  Dr.  David  Lawrence  relates, 
Kaiser  Permanente  does  something 
few  other  HMOs  can:  "When  we 
make  what  other  HMOs  would  call 
profits,  we  don't  give  that  money 
to  shareholders.  We  invest  in  the 
community  in  the  form  of  better 
health  services." 

Perhaps  that's  why  Kaiser 
Permanente  has  become  the  best- 
known  health  care  organization  in 
the  world.  Because  an  industrialist 
and  a  physician  both  agreed  that 
business  should  never  interfere  with 
a  person's  health. 


"Entrepreneurs  and  visionaries  are  what 
made  this  state  great.  And  California's  story  of 
innovation  and  leadership  is  just  beginning'.' 

-  Governor  Pete  Wilson. 


"At  Kaiser  Permanente,  we  measure 
.success  by  the  health  of  our  members. 
Now  ill  17  states  with  over  7.7  million 
members,  we  re  committed  to  improving 
the  health  of  comnmnities'.' 

-CEO  Dr.  David  Lawrence. 


Self-Made  in  California 

celebrates  California  entre- 
preneurs and  companies 
whose  vision  and  daring  have 
shaped  the  20th  Century. 
Watch  for  this  special  presentation  air- 
ing on  CNBC  cable  network  the  first 
Sunday  of  each  month  at  4:30  pm  EST, 
1:30  pm  PST. 


TECHNOLOGY 


INSIGHTS 


Biotech  evergi*eens 


BYMICHAaGIANTUBCA 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


Invest  in  a  bio  tech  company  with  one  good 
drug,  and  you  have  a  single,  risky  bet.  Invest 
in  a  company  with  a  good  method  for  finding 
drugs,  and  you  have  a  potentially  endless 
series  of  bets.  A  single  Food  &  Drug  Adminis- 
tration rejection  does  not  sink  the  company. 

In  my  last  column  (Mar.  10),  I  highlighted 
three  companies  that  have  developed  valuable 
methods  for  discovering  new  drugs.  Here  are 
three  more: 

■  Agouron  Pharmaceutical.  This  La  JoUa, 
Calif,  company  won  FDA  approval  on  Mar.  14 
for  Viracept,  a  protease  inhibitor  that  attacks 
the  AIDS  virus.  Viracept  seems  destined  to  be 
a  successfiil  first  product,  but  Agouron  is  not 
a  one-product  company.  Its  method  of  dis- 
covery is  the  intensive  use  of  X-ray  crystallog- 
raphy and  computers  to  determine  protein 
structure.  The  AIDS  virus'  protease,  an 
enzyme  that  the  virus  requires  to  mature  and 
reproduce,  is  a  protein.  By  doping  out  the 
three-dimensional  structure  of  the  viral  pro- 
tease, Agouron  was  able  to  engineer  a  drug 
that  would  thwart  that  protein.  Other  drug 
companies  can  do  X-ray  crystallography,  but 
Agouron  has  made  it  a  centerpiece  of  its 
research  effort.  A  research  partner  in  Viracept 
is  Japan  Tobacco,  which  contributed  more 
than  $50  million  to  the  drug's  development. 

One  drug  eliminates  fever 
and  coughing  in  ferrets. 
Someday  it  might  relieve 
flu  symptoms  in  people. 

AIDS  isn't  the  only  virus  that  can  be  attacked 
with  enzyme  inhibitors.  Agouron's  scientists 
have  homed  in  on  a  protein  that  cold  viruses 
need  in  order  to  reproduce.  They  have  suc- 
ceeded in  formulating  a  drug  that  inhibits  this 
protein.  FDA  approvals  are  difficult  to  forecast, 
but  the  cold  drug  should  go  into  clinical  trials 
in  1998  and  might  be  marketed  as  early  as 
1999.  It  would  initially  be  a  prescription  drug 
for  patients  with  respiratory  conditions,  for 
v.'hom  a  cold  is  a  real  hazard, 
a  Gilead  Sciences.  This  Foster  City,  Calif  firm 
specializes  in  small -molecule  drugs.  This 
approach  has  yielded  a  promising  drug  called 
Vistide  that  attacks  the  virus  that  causes  retini- 


tis in  AIDS  patients.  Alas,  Vistide  arrived  on  the 
market  last  June,  just  as  other  drug  companies 
were  launching  powerful  drugs  that  attack  the 
AIDS  virus  itself  Thus,  sales  of  Vistide  have 
been  a  bit  disappointing,  and  Gilead  lost  $22 
million  on  revenues  of  $33  million  last  year. 
(Its  cash  position  is  $296  million.) 

There  is  more  to  Gilead  Sciences  than  this 
one  product.  Its  researchers  have  turned  up 
an  experimental  drug  for  influenza.  The  new 
flu  drug  impersonates  a  sugar  molecule  and  is 
custom-fitted  with  a  molecular  structure  that 
enables  it  to  be  administered  orally,  as  a  pill. 
The  drug  quickly  eliminates  the  flu  symptoms 
of  fever  and  coughing  in  ferrets — animals  that 
are  known  to  suffer,  as  we  do,  from  the  flu. 
The  drug  has  been  under  development  for 
years,  but  is  still  several  steps  from  commer- 
cial reality.  The  company  has  a  number  of 
other  drugs  in  the  pipeline.  Gilead  shares, 
which  traded  as  high  as  34  in  February,  have 
sunk  to  a  recent  29. 

■  Myriad  Genetics.  1  remarked  on  this  Salt 
Lake  City  firm  even  before  it  went  public 
fFORBES,  Oct.  9,  1995).  It  has  a  very  intrigu- 
ing method  for  doing  drug  research  that 
would  be  difficult  for  any  competitor  to 
duplicate.  It  has  a  database  of  the  medical  his- 
tories and  family  trees  of  a  number  of 
Mormon  families  in  Utah. 

From  this  fount  of  information,  and  from 
contributed  tissue  samples,  the  company  has 
essentially  created  a  machine  for  the  discovery 
of  genes  associated  with  familial  predisposition 
to  certain  diseases.  Its  two  most  visible  discov- 
eries are  genes  associated  with  breast  cancer. 
Myriad  is  marketing  diagnostic  tests  to  assay 
for  the  presence  of  these  genes. 

The  company  has  identified  genes  associat- 
ed with  other  cancers,  including  ovarian 
cancer  and  melanoma.  It  recently  announced 
the  discovery  of  a  gene  associated  with  the 
particular  type  of  hypertension  that  is  aggra- 
vated by  salt.  Low-salt  diets  may  not  be  neces- 
sary for  everyone  who  has  high  blood  pres- 
sure— and  a  simple  test  might  tell  who  is 
susceptible  to  salt. 

If  we  hope  to  combat  familial  diseases,  we 
must  first  understand  how  they  work.  Identi- 
fying the  gene' linked  with  these  diseases  is  an 
essential  first  step.  Myriad  Genetics  is  in  posi- 
tion to  lead  in  the  development  of  treatments 
and  cures,  and  not  merely  diagnostic  tools.  Its 
strategic  partners  include  Novartis  (the 
recently  merged  Ciba  Geig)'  and  Sandoz), 
Bayer  and  Eli  Lilly. 

My  firm  will  continue  to  accumulate  stock 
in  each  of  these  three  companies.  Agouron  is 
a  buy  on  any  dip  to  75,  or  lower,  Gilead  at  28 
and  Myriad  at  32.  H 
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How  Many  People  Are  Working  For  You 
To  Find  People  To  Work  For  You? 


In  today's  business  world, 
companies  like  yours  know  they 
have  to  concentrate  on  their  core 
competency  to  be  competitive. 
That's  where  MRI  comes  in. 
We're  your  search  and  recruitment 
outsourcing  partner. 

Management  Recruiters 
International,  Inc.,  is  an  exteasion 
of  your  human  resoiu^ces  recruiting 
function.  \our  Management 
Recruiters  or  Sales  Consultants 


office  will  put  together  a  project 
team  of  professionals  who  do 
what  they  do  best  so  you  can  do 
what  you  do  best. 

You  know  how  to  market 
your  product;  we  know  how  to 
find  the  sales  talent  to  implement 
your  marketing  plan. 

You've  developed  successful 
production  processes;  we've 
develoj)efl  the  systems  to  staff  them. 

You  have  the  technology  to 


propel  your  business  into  the 
next  century;  we  have  access  to 
the  people  you  need  at  the  helm. 

Whether  you  need  one  person 
to  fill  a  key  slot  on  your  management 
team  or  dozens  of  professionals 
to  staff  an  entire  division,  MRI 
can  assemble  the  resources  to  get 
the  job  done. 

For  the  complete  list  of  our 
offices  and  industry  specialists, 
call  800-875-4000. 


Sales  Consultants 

Management 
Recruiters 

CompuSearch 

OfliceMatesS 


Intelligent  Staffing  Solutions. 


Hospitals  are  drowning  in  paperwork. 

Which  is  why  HBO  &  Co.  is  on  a  growth  streak. 

Rx:  software 


By  Kambiz  Foroohar 

You  THOUciHr  HOSPITALS  were  all 
about  scalpels  and  intravenous  solu- 
tions? Surprise:  Forty  percent  of  the 
cost  of  running  a  hospital  involves 
storing,  collecting  and  moving  infor- 
mation, according  to  Booz,  Allen  & 
Hamilton  research.  Therein  lies  an 
explosive  growth  industry,  led  by 
Atlanta-based  hbo  &  Co. 

For  all  the  importance  of  high 
technology  to  modern  medicine, 
doctors  can  be  rather  unenlightened 
about  information  technology. 
Rather  than  type  into  a  handheld 
computer,  they  will  scrawl  their  notes 
with  a  ballpoint  pen,  with  the  result 
that  a  weeklong  hospital  stay  can  pro- 
duce 100  pieces  of  paper. 

"We  can't  afford  the  luxury  of 
doing  that  anymore,"  says  Douglas 
Ballan,  a  family  practitioner  at 
Edison,  N.J.'s  ji-K  Medical  Center. 
Ballan's  solution:  software.  IFK  uses 
HBO  software  to  track  the  pharmacy, 
the  lab  and  patients'  treatments. 

The  name  of  the  game,  says 
Charles  McCall,  president  and  chief 
executive  of  hho,  is  data  consolida- 
tion. Ideally,  a  doctor's  decision  to 
give  a  patient  250mg  of  vancomycin 
would  simultaneously  be  incorporat- 
ed into  an  order  visible  at  the 
patient's  bedside,  an  inventory  report 
at  the  pharmacy  and  a  billing  record 
in  the  accounts  receivable  depart- 
ment. The  information  might  also  be 
entered  into  a  database  tliat  could  be 
mined  someday  to  tip  off  drug  com- 
panies to  adverse  reactions. 

And  the  way  to  consolidate  data- 
bases, McCall  has  decided,  is  to  con- 
solidate software  companies.  Six  years 
ago  McCall,  now  52,  left  the  top  job 
at  CompuServe  to  run  HBO,  then  a 
struggling  vendor  of  hospital  infor- 
mation systems.  Ever  since,  he  has 
been  on  an  acquisition  spree,  spend- 
ing $L3  billion  to  scoop  .'p  1,2  com- 
panies that  sell  software  to  doctors 


HBO&Co.'s  Charles 
McCall  and  JFK 
Medical  Center's 
Dr.  Douglas  Ballan 
Please!  No  more 
scribbled 
prescriptions. 


Digitizing  the  doctors 


Company 

Recent 
price 

Market  cap 
($mil) 

Sales 
($mil) 

Net  income 
($mil) 

Total  price/ 
sales* 

HBO  &  Co 

54/ 

$4,956 

$797 

$74.0 

6.1 

Shared  Medical  Systems 

5VA 

1,203 

767 

47.0 

1.6 

Medic  Computer  System 

M% 

848 

192 

24.0 

4.4 

IDX  Systems 

29 

607 

158 

15.0 

3.9 

Cerner  Corp 

14 

460 

189 

8.3 

2.6 

'Market  capitalization  plus  debt  divided  by  sales. 

Sources:  Value  Line:  company  data. 

If  physicians  and  hospitals  buy  more  software, 
these  firms  will  profit. 
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Well  deliver  your 


package 


ASAP.  Unless, 

of  course, 

that's  too  soon. 


What  does  "urgent"  mean  to  you?  Does  it  mean  just 
getting  there  the  next  day?  Or  does  it  mean  getting 
there  on  the  next  fUght?  At  UPS  we  understand  that 
different  people  have  different  definitions  of  the  word 
"urgent."  Which  is  why  we  have  an  array  of  express 
deUvery  options.  All  guaranteed.*  Across  the  U.S.  And 
with  UPS,  you  only  pay  for  the  distance  your  package 
actually  travels.  We  even  provide  immediate  tracking 
and  delivery  confirmation.  So  give  us  a  call 
at  1-800-PICK-UPS  or  access  us  on  the 
Internet  at  www.ups.com.  We'll  get  right  on  it. 


ups 


MOVING  at  the  SPEED  of  BUSINESS. 


Guaranteed  overnight  delivery 
by  3:00  P.M.  A  new  service  for 
your  demanding  deadlines. 


Guaranteed  overnight  delivery 
by  10:30  A.M.  For  your 
very  demanding  deadlines. 


Guaranteed  overnight  delivery 

by  8:00  A.M.  For  your 
extremely  demanding  deadlines. 


•safT^e  Oay^ 

For  the  fastest  possible  delivery 
we'll  put  your  package  on  the 

next  flight  out.  For  your 
downright  ridiculous  deadlines. 


MPUTERS/COMMUNICATIONS 


and  hospitals.  By  doing  so  he  tripled 
his  client  base  to  2,800  hospitals.  At 
least  1,500  hospitals  use  hbo's  phar- 
macy, radiology  and  lab  software, 
1,400  use  its  tinanciaJ  software,  1,300 
use  its  clinical  documentation  soft- 
ware and  900  its  decision-support 
software. 

Now  HBO's  salesmen  are  busy 
cross-selling:  getting,  say,  a  financial 
software  customer  to  buy  the  phar- 
macy software,  and  so  on.  In  essence, 
McCall  is  doing  in  hospital  sofi:ware 
what  the  Post  Cereal  Co.  did  decades 
ago  in  metamorphosing  into  General 
Foods.  Put  several  product  lines  in 
one  company  and  you  get  leverage 
on  the  grocery  shelf. 

Acquisitions  don't  come  cheap  in  a 
growth  industry.  Thus,  when  McCall 
last  year  bought  CyCare,  a  provider 
of  software  to  20,000  physicians,  he 
paid  $276  million,  60  times  earnings. 
No  harm  to  HBO's  debt-free  balance 
sheet,  however.  MCall  paid  for 
CyCare  and  most  of  hbo's  acquisi- 
tions with  hbo's  own  inflated  stock. 

McCall  hasn't  disappomted  his  fans 
on  Wall  Street.  At  a  recent  54/^,  HBO 
shares  are  up  2,600%  since  McCall's 
first  day  on  the  job,  and  trade  at  a 
lofty  50  times  trailing  earnings.  If  this 
seems  rich — and  it  is — the  growth 
(until  now  at  least)  seems  to  justify  it. 
hbo's  revenues  were  up  31%,  to  $797 
million,  last  year,  and  its  net  was  $74 
million,  up  from  a  1995  loss  of  $18 
million. 

There's  room  for  more  consolida- 
tion in  an  industry  that  has  four  other 
large  companies  (see  table,  p.  114)  and 
at  least  100  small  players.  The  ulti- 
mate goal,  says  Satish  Tyagi,  an  ana- 
lyst at  Jefferies  &  Co.,  is  a  grand  uni- 
fied database  that  puts  each  patient's 
medical  history  in  a  central  location 
that  can  be  accessed  within  a  local  or 
a  wide  area  net^vork  or,  if  a  doctor  is 
consulting  on  a  case  from  his  offices 
off-premises,  by  telephone  link.  In 
July  1995  McCall  came  a  step  closer 
to  that  ideal  when  he  bought  Pega- 
sus, an  Israeli  firm  that  has  developed 
a  handheld  computer  that  doctors 
can  use  to  log  a  patient's  symptoms. 

"With  electronic  medical  records 
we  can  standardize  medical  proce- 
dure," says  McCall.  'Tt  means  treat- 
ing medicine  as  a  science  and  not  as 
an  art."  tm 


As  a  new  cellular  phone  technology  catches  on 
in  the  U.S.,  Ericsson  sticks  stubbornly 
to  an  older  system.  Why? 

TDMAor 


By  Nikhil  Hutheesing 

When  rivals  brandish  a  new  tech- 
nology before  an  industry  leader,  the 
leader  can  either  adopt  the  idea  and 
risk  loss  of  its  customer  base,  or  reject 
the  idea  and  risk  obsolescence.  LM 
Ericsson,  the  world's  dominant 
maker  of  wireless  equipment,  had  to 
make  such  a  choice  for  its  U.S. 
market  in  wireless  telecommunica- 
tions gear.  It  chose  rejection  and  the 
risk  of  becoming  a  dinosaur. 

There  are  two  basic  ways  to  go 
digital  in  wireless.  Ericsson's  way, 
already  in  place  in  cellular  systems  in 
Europe,  has  its  roots  in  technology 
that  developed  30  years  ago.  The 
newer,   rival   method  promises 
better  efficiencies  but  is  not  as  well 
tested.  Besides,  Ericsson  has  made 
a  huge  R&D  investment  in  the  older 
technology  and  would  be  playing 
catch-up  if  it  switched  methods  now. 

The  Ericsson  technology  is  known 
as  time  division  multiple  access,  or 
TDMA.  It  digitizes  voice  and  com- 
presses it  so  that  up  to  eight  conver- 
sations can  be  crammed  onto  a  single 
radio  frequency.  TDMA  boils  down 
each  conversation  into  bursts 
assigned  to  particular  slivers  of  time, 
then  reassembles  the  pieces  at  the 
receiving  end. 

The  TDMA  digital  technology,  as 
well  as  Ericsson's  older  analog  tech- 
nologies, has  served  the  company 
well.  Since  1990  its  sales  have  more 
than  doubled,  to  $18  billion  for 
1996.  Almost  all  of  the  growth  has 
come  from  its  mobile  telephone 
equipment  business:  switches  and 
base  stations  for  the  cellular  phone 
carriers,  plus  handsets  for  the  users. 
It  now  has  40%  of  the  world  market 
in  cellular  equipment  and  30%  of 
the  U.S.  market,  says  Neil  Barton, 
an  analyst  with  Merrill  Lynch  in 
London. 


Much  of  that  came  out  of  the  hide 
of  Motorola,  which  as  recently  as 
1995  had  a  22%  share  of  the  world 
market. 

Along  the  way  Ericsson  has  played 
rough.  Ericsson  is  accused  of  winning 
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contracts  for  telecommunications 
equipment  witli  bribes  in  Greece, 
Iran,  Italy,  Zimbabwe  and  other 
countries.  Ericsson's  reply:  All  the 
accusations  ultimately  stem  from  one 
disgruntled  Middle  Eastern  business- 
man who  failed  in  an  effort  to  help 
Ericsson  land  some  financing,  and 
I  who  ended  up  in  a  payment  dispute 
with  the  company.  Still,  several  cases 
against  Ericsson  are  proceeding:  The 
Malaysian  government,  according  to 


just  as  vicious.  Here,  the  competition 
says  Ericsson's  tdma  technology  is 
passe.  The  future,  they  say,  belongs  to 
a  newer  technology:  code  division 
multiple  access,  or  CDMA,  which 
squeezes  more  conversations  into  a 
given  slice  of  the  radio  spectrum.  San 
Diego-based  Qualcomm,  which  in- 
troduced CDMA,  says  it's  more  than 
twice  as  efficient  as  an  Ericsson  tdma 
system. 

Motorola,  Northern  Telecom  and 


From  left,  Ericsson's 
chief  executive, 
Lars  Ramqvist; 
executive  vice 
president,  Anders 
Torstensson; 
U.S.  operations 
chief,  Bo  Hedfors 
"If  a  customer 
wants  CDMA 
equipment,  we 
will  deny  that 
request." 


the  Financial  Times,  is  investigating 
whether  Ericsson  bypassed  legal  pro- 
cedures for  selling  telecommuni- 
cations equipment  to  Telekom 
Malaysia. 

In  the  U.S.  the  fight  is  cleaner  but 


Lucent,  among  others,  have  licensed 
Qualcomm's  CDMA  technology  for 
use  in  the  base  stations  and  switches 
they  manufacture.  These  companies 
in  turn  are  boosting  demand  by  help- 
ing the  cellular  carriers  finance  the 


equipment  they  need  to  make  the 
transition  to  CDM\.  Sprint,  Ameritech 
and  other  carriers  are  paying  off  these 
vendor  loans,  which  already  exceed 
$6  billion,  out  of  their  cellular  fees. 

PCS  PrimeCo,  a  conglomeration 
including  Bell  Atlantic,  Nynex,  U  S 
West  and  AirTouch,  launched  Qual- 
comm's digital  system  in  15  cities 
around  the  U.S.  in  November. 

But  Ericsson  has  in  its  corner  the 
biggest  U.S.  cellular  phone  company 
of  all,  AT&T.  The  long  distance  giant 
has  already  spent  hundreds  of  mil- 
lions of  dollars  on  Ericsson  equip- 
ment and  will  probably  spend  anoth- 
er $1  billion  by  year-end  2000. 
That's  not  peanuts,  says  Lars 
Ramqvist,  Ericsson's  chief  executive, 
adding  that  the  U.S.  is  the  only 
market  in  the  world  where  TDMA 
faces  a  serious  threat  from  CDMA. 

Key  question:  Will  CDMA  really 
provide  the  twentyfold  compression 
its  proponents  claim  without  degra- 
dation of  sound  quality.''  That  won't 
be  known  until  the  airwaves  are  filled 
with  CDMA  calls.  Ericsson  says  Qual- 
comm's numbers  are  inflated— that 
CDMA  can  transmit  voice  just  six  to 
ten  times  as  densely  as  analog.  That's 
roughly  equivalent  to  what  Ericsson's 
TDMA  can  do. 

As  for  data  transmission,  not  yet  a 
large  part  of  the  cellular  business  but 
potentially  a  very  important  one, 
Ericsson  claims  superiority  for  TDMA. 
Alan  Haase,  Ericsson's  director  of 
product  marketing,  boasts  that  his 
equipment  can  transmit  data  and 
video  at  64,000  bits  per  second  over 
the  air.  CDMA  today  transmits  data  at 
just  14,400  bits  per  second. 

A  Qualcomm  spokesman  retorts 
that  the  tdma  technology  Haase 
cites  is  still  experimental — and  that 
CDMA  engineers  are  also  working  on 
a  64,000-bit-per-second  system. 

Bo  Hedfors,  the  president  of 
Ericsson's  U.S.  subsidiary,  says:  "If  a 
customer  wants  CDMA  equipment,  we 
will  deny  that  request."  A  mistake? 
Not  if  TDMA  can  gain  a  market  share 
advantage  over  CDMA,  much  as  IBM 
did  in  its  war  against  Apple.  However, 
once  the  IBM  format  gained  a  slight 
edge  in  the  marketplace,  it  all  but 
exterminated  the  rival.  It  didn't  mat- 
ter that  for  years  Apple  had  the  tech- 
nically superior  operating  system.  Ml 
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THE  FUHDS 

Not  taking  stock 

When  the  market  turns  really  sour,  . 

will  fund  investors  sit  tight  the  way 

the  advice-givers  tell  them  to?  Don't  bet  on  it. 


By  Thomas  Easton 

These  days  it  takes  more  courage  to 
be  out  of  the  market  than  in  it. 
Steven  Leuthold,  59,  is  a  fund  man- 
ager with  a  perspective  forged  in  a 
different  era.  He  had  been  a  broker 
only  one  year  before  the  more  than 
26%  plunge  of  1962.  Not  many 
remember  President  John  F.  Kennedy 
slugging  it  out  with  the  U.S.  steel 
industry,  let  alone  the  ensuing  panic, 
but  Leuthold  can't  forget  the  nurse 
who  passed  out  in  his  office  when  she 
heard  how  much  her  portfolio  had 
declined. 

A  previous  decade  of  good  returns 
didn't  keep  the  troops  from  panick- 
ing in  the  crash  of  1973-74. 
Leuthold  recalls  trying  in  1974  to 
convince  Sundstrand  Corp.  to  retain 
equities  in  its  pension  plan.  In  vain. 
The  Illinois-based  defense  contractor 
dumped  its  entire  portfolio  within 
5%  of  the  market  bottom  and  made 
the  fund  whole  through  a  special 


charge  to  earnings. 

By  the  time  the  market  started  to 
recover,  the  average  baby  boomer 
was  so  sick  of  stocks  that  he  didn't 
get  back  into  the  market  for  anoth- 
er ten  years  or  so.  Mutual  funds? 
They  were  dubbed  "mutt  funds." 
Most  ordinary  people  decided  to 
put  their  money  into  real  estate. 
Now  there  was  something  that 
always  went  up. 

Watching  a  batde  scene  in  a  movie 
or  reading  a  graphic  account  of 
combat  can  be  quite  exhilarating,  but 
neither  will  prepare  you  for  the  actual 
experience.  Same  with  a  stock  market 
crash.  Even  worse  than  a  crash  (in 
some  ways)  is  slow,  grinding  dullness 
in  the  market,  with  brief  rallies  soon 
canceled  out. 

The  market  came  back  in  the 
1970s,  of  course.  In  1977  Leuthold 
racked  up  a  50%  gain  in  the  first  half 
of  the  year  as  portfolio  manager  of 
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Source:  The  Leuthold  Group. 


Fund  sharehold- 
ers bailed  out  du^ 
ing  the  crash  of 
Oct.  19, 1987.  The 
price  received 
was  as  of  the 
trading  close, 
when  the  market 
bottomed.  Stocks 
recovered  before 
the  courage  of 
the  crowd.  Net 
purchases  picked 
up  after  the  ba^ 
gains  were  gone. 


Fund  manager  Steven  Leuthold 
Sitting  out  the  big  one. 


the  Pilot  Fund  (which  has  since  been 
merged  out  of  existence).  Put  out 
numbers  like  that  these  days  and  the 
postman  appears  at  your  doorstep 
with  sacks  of  cash.  Back  then,  it  trig- 
gered redemptions. 

"People  figured  that  because  the 
fijnd  was  up  they'd  at  least  get  part  of 
their  original  money  back  if  they  got 
out  right  away,"  he  says. 

Are  things  different  this  time.'  "I 
don't  think  people  have  changed  one 
bit,"  replies  Leuthold.  "When  they 
see  their  assets — their  retirement  in 
Florida — all  go  down  the  drain, 
they'll  get  out." 

A  distillation  of  Leuthold's  evi- 
dence can  be  seen  in  the  accompany- 
ing chart.  The  conventional  wisdom 
is  that  ordinary  investors  are  smart 
enough  to  buy  on  dips.  The  fact  is: 
When  the  market  falls,  people  sell 
stock  hands. 

During  the  1960s  and  1970s  it 
could  take  as  much  as  ten  days — and 
a  mound  of  paperwork — to  get  out 
of  a  fund,  but  people  did  it  anyway. 
Now  Fidelity  will  switch  your  401(k) 
out  of  the  Magellan  Fund  with  a 
phone  call.  What  happens  if  hundreds 
of  thousands  of  investors  all  try  to  get 
out  at  the  same  time? 

The  most  powerful  argument  in 
favor  of  stocks  is  their  long-term 
returns.  Keynes  disposed  of  that 
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argument  long  ago  with  his  famous 
remark:  "In  the  long  run,  we'll  all  be 
dead."  People  who  see  half  their  life 
savings  evaporate  within  a  matter 
of  weeks  or  months  aren't  going  to 
be  in  the  mood  to  wait  five  years  to 
get  even. 

Assume,  says  Leuthold,  that  an 
individual  has  been  putting  $2,500  a 
quarter  in  an  s&P  500  index  fund 
since  January  1992,  when  the  most 
recent  leg  of  the  bull  market  acceler- 
ated. That  portfolio  today  is  worth 
$84,000,  60%  over  cost.  The  owner 
feels  pretty  smug.  Suddenly  there's  a 
25%  correction.  The  total  gain,  after 
six  long  years  of  diligent  investment, 
is  now  a  mere  19%,  less  than  a  savings 
account  would  have  offered.  When 
something  like  that  happens,  the 
investor  isn't  going  to  want  to 
entrust  the  rest  of  his  fiature  to  com- 
mon stocks. 

But  for  now,  "we  are  in  the  manic 
phase  of  a  bull  market,"  Leuthold 
says.  Only  three  periods  come  close 
to  showing  similar  valuations — 1929, 
1972  and  1987. 

"When  the  decline  comes,  it  is  not 
going  to  be  gentle,  and  it  is  not 
going  to  be  slow,"  he  insists.  Bring- 
ing stocks  back  to  a  historical  median 
return  of  10%  per  year  would  require 
a  32%  drop  in  the  market. 

Leuthold  is  paying  a  price  for  his 
clearly  premature  pessimism.  Two 


years  ago  he  opened  the  Leuthold 
Asset  Allocation  Fund,  which  has,  not 
surprisingly,  turned  in  a  wimpish  per- 
formance (9%  a  year,  to  the  market's 
28%).  But  Leuthold  isn't  caving  in. 
Only  30%  of  his  funci  is  in  equities, 
and  half  of  that  is  in  real  estate  invest- 
ment trusts.  His  justification:  If  the 
market  goes  down  25%,  yield-heavy 
REITs  should  drop  only  about  15%. 
The  next-largest  chunk  is  in  life  insur- 
ers and  natural  gas  companies,  hardly 
zoomy  areas. 

About  55%  of  the  portfolio  is  in 
long-term  Treasurys  and  zero 
coupon  bonds.  Another  bear  market 
bet.  If  a  slowing  economy  drops  rates 
from  their  current  level  of  7.25%  to 
6.25%,  for  example,  the  20-year  zero 
coupon  bonds  should  generate  a  29% 
gain  over  the  next  12  months.  If  he's 
wrong  and  rates  make  an  equally 
plausible  move  in  the  other  direction, 
to  8.5%,  the  loss  for  the  zeros  would 
be  about  15% — about  half  the  poten- 
tial gain. 

Leuthold  is  sitting  on  a  cash  posi- 
tion of  15%.  There's  a  good  chance 
he'll  spend  the  cash  within  a  year  or 
two  on  bonds.  But  not  junk  bonds — 
too  expensive,  given  the  risks.  When 
will  he  be  buying  stocks  again.'  When 
mutual  fiind  cash  flows  turn  negative 
and  magazines  start  running  cover 
stories  saying  that  equity  investing 
is  dead.  H 


Buy  high, 
sell  low 


If  you  like  blueberries  at 
$3  a  pint,  presumably  you 
are  a  very  heavy  buyer 
when  they  go  to  $2.  What 
about  stocks.'  There,  if  you 
act  like  most  investors, 
your  buying  psychology 
may  work  in  reverse. 

A  recent  Louis  Harris 
and  Associates  survey  of 
1,016  mutual  fimd  holders 
for  Liberty  Financial  sug- 
gested how  brittle  Wall 
Street's  current  enthusi- 
asm may  be.  One  question 
asked  investors  if  they 
would  turn  defensive  fol- 
lowing a  decline.  Some 
11%  said  they  would  begin 
selling  if  the  market  fell 
10%,  and  42%  said  they 


might  start  selling  out  if 
the  market  dropped  25%. 
Only  a  fift;h  of  the  respon- 
dents said  they  would 
become  buyers  following  a 
20%  decline. 

Given  their  low  toler- 
ance for  pain,  how  ner- 
vous are  these  investors.' 
Not  very.  Almost  80%  said 
they  just  don't  believe  a 
30%  decline  will  happen  in 
the  next  10  years.  A  stun- 
ning 75%  predicted  the 
the  next  decade  will  pro- 
vide returns  equal  to  or 
better  than  the  remarkable 
results  of  the  past  decade. 

A  painful  lesson  bodes, 
says  money  manager 
Steven  Leuthold.  -T.E.  H 
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Twice  the  Potential. 


Two  outstanding  brand  names  under  one  roof. 
Dunkin'  Donuts/Baskjn  Robbins  Combination 
stores  offer  potential  unequalled  in  the  entire 
Food  Service  industry.  We  are  offering  territory 
development  opportunities  in  selected  markets 
to  candidates  with  a  commitment  to  customer 
satisfaction,  proven  P&L  Management  expertise 
and  net  assets  of  $400,000  ($200,000  liquid). 
Call  1-800-777-9983  now  for  more  informa- 


0^ 


.^.Baskin  DUNKIN' 
/)  Robbins.  DONUTS 


14  Pacella  Park  Drive 
Randolph,  MA  02368 


island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  tlie  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  fommlities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  mnway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway 

For  more  information, 
calll-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


American  Century  Investments 
PO.  Box  419200 
Kansas  City,  MO  64141-6200 
www.  amcricancentury.  com 


#1  International  Small  Cap  Fund 


By  Upper  Analytical  Services 


Average  Annual  Total  Returns  As  of  12/31/96 


Twentieth  Century 
International  Discovery 


31.0% 

1-Year 


17.4%  \ 

Life  of  Fund 
(4/1/94) 


Any  Questions? 

1-800-345-2021 


American 

CENTURYsm 

•  and  #1  Old  of  9  for  life 
erformance  assuming 

or  Ic.  man  origmalcost.  Inkrmtioml  nwestmmts  are  subject  to  special  risks  such  as  currency  fluctuation  or  economic  mstabtlity.  Minimum  investment  amount  is  $10,000  and  there 
.s  .  two  percent  redemption  fee.  For  more  complete  information  including  charges,  expenses  and  minimums,  write  or  call  for  an  information  kit  and  prospectus.  Please  read  the 
prospectus  carefully  before  mvesi.ng.  Or  Wsit  our  web  site.  ©  1997  American  Century  Services  Corporation,  American  Century  Investment  Services,  Inc.  FBS 
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THE  FORBES/BARBA  WALL  STBEET  REVIEW 


BY  ERIC  S.  HARDY 


It's  easy  to  lose  historical  perspective 
on  dividends  with  the  market  selling 
at  a  near  record  low  yield.  But  the 
sharp  market  decline  on  Mar.  13  is  a 
reminder  that  dividends  matter — 
especially  during  bear  markets.  Of  the 
11%  average  annual  gain  in  equities 
over  the  last  70  years,  dividends 
accounted  for  5%  of  that  return  while 
capital  gains  kicked  in  the  other  6%. 

Lindner  Funds  President  Eric 
Ryback,  who  manages  Lindner  Divi- 
dend Fund,  is  anticipating  a  declining 
stock  market  for  the  rest  of  1997,  so 
he  looks  for  stocks  that  have  healthy 
yields.  Among  Ryback's  holdings  are 
Ethyl  (yield,  5.6%),  which  supplies 
chemical  additives  to  the  oil  industry, 
and  John  Nuveen  (yield,  2.9%), 
which  distributes  single-state  munic- 
ipal bond  hinds  and  packages  munic- 
ipal bonds  into  trusts. 


Special  focus 


Forbes  rates  47  high-yield  bond  fiinds 
for  both  up  and  down  market  perfor- 
mance; a  precious  few  of  those  offer  the 
best  of  both  worlds.  The  five  junk  bond 
fijnds  hsted  below  are  rated  B  or  better 
in  periods  of  both  declining  and  rising 
interest  rates.  Unlike  Treasury  bonds, 
whose  prices  are  determined  almost 
entirely  by  interest  rate  fluctuations, 
prices  for  junk  bonds  are  affected  also  by 
changes  in  the  issuer's  real  and  perceived 
credit  quality. 


Good  junk 


Fund 

3-yr 
return' 

Costs' 

AIM  High  Yield  Fund-A 

9.8% 

$0.96 

Fidelity  Advisor  High  Yield-A 

10.2 

1.15 

MainStay-High  Yield  Corp  Bond-A  11.7 

1.00 

Merrill  Lynch  Corp-High  Income-D 

8.7 

0.76 

Putnam  High  Yield  Trust-A 

8.4 

0.96 

'Annualized  for  the  period  ending  2/28/97.  ^Per  $100. 
Sources:  Forbes:  Upper  Analytical  Services. 


The  overall  market 


4400 
4000 
3600 
3200 
2800 


The  Barra  All-US  price  index  as  of  3/14/97 

Market  value:  $8,840.4  billion 
P/E:  20.4 

P'E  minus  negative  EPS:  18.7 
Price/book:  3.0 
Yield:  1.7% 


12-month  closeup 
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Closeup  on  the  markets 


Index  or  Investment 

Barra  All-US  index 

S&P/Barra  Growth  Index - 

S&P/Barra  Value  Index 

Dow  Jones  industrials 

S&P  500 

NYSE 

Nasdaq 

PSE  Tech  100 

EAFE" 

CRB  futures  index"^^ 
Gold°  (Comex  spot) 
Yen-^  (per  $US) 
Oil*^^  (W  Texas  intermediate) 


0.2% 

0.0 

0.6 

0.8 

0.3 

0.5 
-1.2 
-0.7 
-0.7 

1.9 
-3.3 

2.8 

4.8 


2-week  change 
I 


%  change  from 
1  year  ago      5-year  high 


19.3% 
26.9 
20.4 
24.2 
23.7 
21.6 
17.6 
22.2 
2.1 
-0.5 
-11.0 
16.6 
-3.7 


-2.7% 

-3.3 

-2.4 

^2.1 

-2.8 

-2.3 

-6.9 

-5.5 

-5.0 

-5.7  ' 
-15.1 
-0.8 

-24.3  i 


The  best  and  worst  performing  stocks 


2-week 

1997 

2-week 

1997  f 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

BHC  Financial 

32 

60% 

$2.13 

Employee  Solutions 

6'/4 

-74% 

$0.73 

Coventry 

11  % 

56 

0.36 

Unison  Software 

6  1/2 

-61 

0.64  j 

National  Media 

9  3/8 

36 

0.64 

Premlsys  Communications 

8'/8 

-45 

0.87 

Allwaste 

81/4 

35 

0.32 

CellPro 

eVa 

-42 

-0.97 

Pan  Am 

10^/4 

35 

NA 

SystemSoft 

9'/8 

-39 

0.54  1 

The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Oilfield  services 

9.9% 

7.8% 

Precious  metals 

-7.1% 

5.0% 

Air  transport 

9.5 

13.7 

Telecommunications 

-5.3 

1.7 

Retail 

4.9 

12.8 

Beverages 

-4.1 

11.0 

Consumer  durables 

4.1 

14.8 

Automotive 

-3.1 

-5.2 

Health  care 

3.3 

12.6 

Forest  products 

-2.6 

-1.7 

Note:  Data  for  period  ending  3/14/97,  The  Barra  All-US  price  index  consists  of  all  publicly  traded  common  U.S.  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  "Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  grovifth  and  have  predicted  above-average  earnings 
growth.  -'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  =  50  (adjusted),  12/31/82.  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  'Index  of  21 
commodity  futures.  ^Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FIXED  INCOME  REVIEW 


Treasury  yield  curve 


7.0% 


6.5 


6.0 


5.5 


Recent 


5.0 


3  months 


Maturity  (years) 


30-year  rate  minus  1-year  rate 
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Basis  points 


Yield  versus  inflation 
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Inflation' 


■88         '89        '90  '91 
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Spread  over  Treasurys 

Total  returns 

Security' 

Basis  points' 

Security" 

1  year 

3  years'  | 

I-  AAcorporates 

32 

AAA  corporates 

5.5% 

7.0%  » 

AAA  industrials 

18 

Ginnie  Maes 

7.0 

7.2 

Ginnie  Maes 

67 

Junk  corporates- 

12.6 

9.6 

Junk  corporates^ 

316 

Municipals' 

5.5 

6.1 

Municipals" 

-116 

Treasury  bonds 

4.4 

5.9 

BY  ERIC  S.  HARDY 


First  ('hicago  nbd  chief  economist 
James  Annable  doesn't  hold  out 
much  hope  for  a  decHne  in  interest 
rates  in  1997 — indeed  he's  forecast- 
ing a  slight  increase.  "Even  at  3%  real 
growth  [in  GDp],  the  U.S.  has  the 
strongest  economy  among  large, 
industrialized  nations,"  he  says. 
Investors  who  agree  may  mitigate 
market  risk  by  choosing  bonds  with 
relatively  short  maturities.  They're 
less  volatile. 

A  report  by  the  Vanguard  Group 
points  out  that  a  2%  increase  in  inter- 
est rates  results  in  an  18%  price 
decline  for  a  20-year  Treasury  bond 
yielding  7.5%,  but  only  a  4%  decline 
for  a  2M-year  bond.  Unless  you  want 
to  take  your  chances  on  lower  rates 
or  wish  to  tie  your  money  up  until 
2017,  the  flatness  of  the  yield  curve 
(see  top  £iraph,  left)  clearly  favors 
short  maturities:  The  20-year  bond 
yields  7%  while  the  2M-year  bond 
offers  6.2%. 

Higher  returns  are  possible  with 
junk  bonds.  The  Merrill  Lynch 
master  index  of  high-yield  bonds 
(s8c?  credit  rating  no  higher  than 
BB)  is  up  an  annualized  16%  since 
the  start  of  1997.  Confidence  in  this 
market  may  have  been  shaken  by  the 
well-publicized  default  (by  Ronald 
Perelman)  in  Marvel  holding  compa- 
ny bonds.  But  Martin  Fridson,  Mer- 
rill Lynch  high-yield  specialist,  notes: 
"Comic  books  and  baseball  trading 
cards  are  hardly  a  significant  part  of 
the  U.S.  economy — or  of  the  credit 
quality  of  the  whole  high-yield 
market."  The  best  hedge  is  to  diver- 
sify via  a  fijnd:  see  page  121  for  junk 
fijnds  that  Forbes  rates  above  average 
in  both  up  and  down  markets. 

The  average  annual  return  on  a  six- 
month  CD  is  4.77%.  Robert  K. 
Heady,  publisher  of  Bank  Rate  Mon- 
itor, notes  that  Saft-a  National  Bank  of 
New'  York  (800-223-2311)  pays 
5.93%  on  a  six-month  CD  (minimum 
deposit:  $10,000  by  mail,  $2,500  in 
person).  Added  risk?  None.  "One 
bank's  FDic  insurance  [limit: 
$100,000  per  customer]  is  as  good  as 
any  other  bank's,"  he  says. 


Note:  IVIost^  information  provid.::  ,  ,       _  jgn  2/28/97.  'A  basis  point  is  equal  to  one-hundredth  of  a  percentage  point.  '  Yield  on  10-year 

Treasurys.  The  trailing  12-moni,'.  incv'^st  in  lt,e  overall  Consumer  Price  Index.  'Composite  maturities.  "^Source:  Credit  Suisse  First  Boston.  'Spread  between  long  maturity 
municipal  bonds  and  30-year  U.S.  Treasury  bonds.  'Source:  Lehman  Brothers.  'Annualized. 
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STREETWALKER 


Bottoms  up 

Here's  a  cheaper  way  to  play 
Coca-Cola:  Buy  Panamerican 
Beverages  (pb).  Listed  on  the  otsf 
at  a  recent  56M,  it  trades  at  24  times 
1996  earnings,  a  little  more  tlian 
half  Coca-Cola's  p/e. 

Mexico  City-based  Panamerican 
is  Coca-Cola's  largest  (xntra! 
American  bottler,  distributing  to 
700,000  outlets.  It  dominates 
Colombia,  Costa  Rica,  southwest 
Mexico  and  the  Sao  Paulo  region 
of  Brazil.  Sales  were  almost  $2 
billion  last  year,  an  increase  of  23% 
over  1995. 

Panamerican  has  a  solid  balance 
sheet — $250  million  in  cash — and 
has  shown  20%  annual  earnings 
growth  for  20  years.  The  company 
has  never  posted  a  loss,  even  in  the 
Brazilian  and  Mexican  recessions  of 
the  1980s  and  1990s.  Panamerican 
plans  to  acquire  bottlers  in  Central 

Radio  Daze 

Industry 
consolida- 
tion, advertising 
and  strength  in 
selling  program- 
ming have  driven 
stocks  of  U.S.  radio 
operators  like  Clear 
Channel  and  Jacor 
Communications 
to  historic  highs  of 
16  times  operating 
cash  flow.  The  rising  tide  has  also 
lifteci  Mexico's  Grupo  Radio 
Centro,  an  ADR  trading  on  the  NYSE 
at  a  recent  9K,  up  34%  this  year.  The 
shares  have  outperformed  the  Mexi- 
can stock  market  average  by  more 
than  20%. 

At  an  operating  cash  flow  multi- 
ple of  almost  13,  the  stock  is  over- 
valued. Mexico  remains  in  a  reces  - 
sion. Same-store  sales  in  the  nation's 
capital  are  down  18%  since  1994 — 
and  advertising  dollars  are  scarce. 
Three  of  GRC's  biggest  retail  adver- 
tisers— Cifra,  Gigante  and  Comer- 
ci — are  cutting  ad  budgets  by  5%  to 
10%  this  year.  GRC  slashed  expenses 
last  year  by  33%  to  offset  a  33%  rev- 
enue decline  in  1995,  and  acquired 
a  competing  station  to  boost  rev- 


and  South  America.  Scott  Weiss,  an 
analyst  at  D.A.  Campbell  Co.  in 
Los  Angeles,  says:  "Great 
economies  of  scale  [will]  be 
reached  in  the  next  few  years  in 
Brazil  and  Central  America 
through  franchise  consolidation." 
Projected  revenues  are  $2.3  billion 
for  this  year;  earnings  should  rise 
from  $2.20  in  1996  to  $3.14  in 
1998.  -Julie  Androshick 


enues  to  $47  miflion  for  1996.  Its 
market  capitalization  is 

almost  $200  mil- 
lion, but  last  year 
I   GRC  generated 
1   just  $15  million 
1    in  cash  flow, 
I    roughly  5% 

below  the  indus- 
try average.  It's 
not  expected  to  do 
much  better  this  year. 
GRC  is  fighting  for 
advertising  dollars  with  Televisa, 
Mexico's  dominant  television  sta- 
tion, which  has  a  70% 
market  share.  Televisa 
offers  packages  that 
require  taking  ad  space 
on  their  radio  station 
if  you  buy  television 
space. 

Unlike  most  U.S. 
radio  stations,  GRC  has 
saturated  its  urban 
markets  and  has  limit- 
ed growth  possibilities. 
The  problem:  The 
company  hasn't  been 
able  to  export  its  pro- 
gramming as  planned. 
It  seems  mariachi 
music  in  Mexico  City 


is  not  the  same  as  mariachi  in 
Guadalajara,  Monterey,  Los  Angeles 
or  Miami.  All  are  markets  GRC  tried 
to  enter  in  the  last  uwo  years  and 
tailed  because  locals  wanted  their 
own  style  of  music. 

GRC  gets  30%  of  revenues  from  a 
news  program  that  depends  on  the 
popularity  of  one  individual.  One 
analyst  says  the  stock  is  worth  $6.  If 
you  want  to  short  it,  the  shares  are 
borrowable.  -J  .A. 


Beauty  line 


CCA  Industries  is  a  mass- 
merchandise  cosmetics  and 
beaut}'  aids  company  with  an 
unprett)'  stock  price:  Nasdaq-listed 
shares  (CCAM)  trade  at  21^,  with  a 
p/e  of  6.7. 

Buy;  there's  beauty  beneath  the 
surface.  ccA,  based  in  East  Ruther- 
ford, N.J.,  got  into  trouble  in  1995 
overspending  on  advertising  prod- 
ucts that  flopped.  It  lost  $1.5 
million  on  sales  of  $36  million 
that  year,  down  from  $47  million 
in  1994. 

Last  year  ccA  began  a  new  ad 
campaign  in  which  it  pitched  several 
of  its  products  in  one  television 
spot.  Sales  increased  to  $40  million 
for  fiscal  1996,  and  net  income  was 
$1.1  million.  The  company  has  no 
debt.  Gross  profit  margins  are  65%. 

CCA  has  three  promising  new 
products  coming  out  this  year: 
Bikini  Zone,  an  analgesic  cream 
that  soothes  skin  after  shaving; 
Shape  'A  Soap,  a  moldable  soap  for 
children;  and  Young  'N  Lovely,  a 
nail  polish  for  little 
i  girls  that  comes  off 
1  with  soap  and 
I  water.  ccA  could 
I  do  $50  million  in 
revenues  this 
year — $10  miflion 
on  Bikini  Zone 
alone — boosting 
earnings  to  38 
cents  a  share  from 
14  cents  last  year. 
Allen  Ginsberg, 
partner  in  New- 
York's   Ginsberg  & 
Garipoli  Securities, 
says:  "[cca]  wfll 
get  a  bump  from 
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the  new  products."  Three  years  ago 
CCA  earned  35  cents  a  share,  and 
the  stock  traded  at  91^.  Buy  it. 

-J.A. 

Shared  pain.^ 

Investors  are  bullish  on 
Malvern,  Pa. -based  Shared 
Medical  Systems  (smed),  a  health 
care  information  provider  trading 
recently  at  55%,  or  24  times  estimat- 
ed 1997  earnings.  Bulls  think 
Shared's  new  Windows-based  soft- 
ware, Novius,  designed  to  collect 
vast  amounts  of  information  from 
far-flung  hospital  departments,  will 
be  a  hit. 

Pie  in  the  sky.  Novius  still  has  lots 
of  kinks  that  need  to  be  worked 
out,  and  it's  not  the  only  game  in 
town.  HBOC's  (see  story,  p.  114) 
Pathways  2000  does  the  same  thing 
and  has  been  operating  for  18 
months. 

Late  last  year  one  of  Novius'  first 
customers,  the  Morton  Plant  Mease 
Health  Care  center  in  Clearwater, 
Fla.,  canceled  its  order.  It  seems  a 
test  version  of  Novius  supplied  nec- 
essary information  in  25  seconds 
when  the  hospital  contract  called 
for  a  response  time  of  2  seconds. 
Medical  personnel  familiar  with 
Novius  are  skeptical  of  the  system's 
ability  to  handle  a  large  number  of 
transactions. 

The  Nasdaq-ti^aded  company  also 
faces  competition  from  former 
employees.  Eclipsys  Corp.  was  start- 
ed in  January  by  Harvey  Wilson, 
who  cofounded  Shared  Medical  in 
1969.  Eclipsys'  clinical  information 
system,  BICS,  has  more  than  80  soft- 
ware applications  and  has  performed 
well  processing  large  amounts  of 
clinical  information  in  a  few  sec- 
onds. Several  other  Shared  execu- 
tives have  recendy  jumped  ship  to 
join  Eclipsys. 

Shared's  latest  acquisition,  Anieri- 
can  Healthware  Systems,  may  make 
up  for  any  shortfall  in  earnings 
caused  by  the  Novius  problems,  but 
the  price  was  high — around  $70 
million — for  a  company  that  has 
only  21  customers  and  $11  million 
in  sales.  Shared  Medical  stock 
should  trade  in  the  high  30s;  shares 
can  be  borrowed.  -J. A.  H 
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Is  the 
new  SIMPLE  Plan 
light  for  you? 


T.  Rowe  Price  can 
help  you  find  out. 

If  you  own  a  business 
with  100  or  fewer 
employees  and  are  in 
the  market  for  a  retire- 
ment plan,  you  should 
carefully  consider  this 
new  option. 

The  SIMPLE  IRA  is  a 
new  retirement  plan 
designed  specifically  for 
small  businesses.  It's 
like  a  401  (k)  in  that 
both  you  and  your  .^BMMBhiiiiiwiMM^^ 
employees  contribute  to  the  plan.  The  difference  is  that 
the  SIMPLE  IRA  is  much  easier  to  set  up  and  less  expen- 
sive to  maintain.  Plus,  your  contributions  to  the  plan  are 
generally  tax-deductible  as  a  business  expense,  and  there 
are  no  IRS  filings  required. 

Get  all  the  answers  you  need.  For  additional  informa- 
tion about  the  new  SIMPLE  IRA,  call  T.  Rowe  Price  today. 
We'll  send  you  our  free  Retirement  Solutions  guide  along 
with  our  new  SIMPLE  IRA  kit. 


Options  for 
small-business  owners 

Our  free  guide 
will  help  you 
compare  your 
retirement 
plan  options 
so  you  can 
choose  the 
one  that's 
best  for  you 
and  your 
business. 


For  a  free  kit, 
call  our  retirement  representatives  today 

1-800-831-1409 

httpj  Iwwv/.trowepiice.com 


Invest  With  Confidence 

TRoweftice 


T.  Rowe  Price  Investment  Services,  Inc.,  Distributor 


SIMPI(B493'; 


fter  One  Night  At  The  Sherry-Netherland, 
You'll  Never  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry 'Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 


HAND-PAINTEO 
ITALIAN  RENAISSANCE 
PANELED  ELEVATORS 


w  men  IS  naraiy  surprising,     f,^'^  \  f''f  '\    p  ^ 
because  there's  nothing  like  The  "^^^^^/^f  '  r 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble -columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 
The  suites  and  rooms  are 
another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
crystal  chandeliers. 
,     We  even  have  a  library. 
/  Ask  for  a  book  or  a  movie. 

It  will  be  in  your  room  in 
minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F. A.O.  Schwarz  —  and 


HARRY  CIPRIANI'S 
RESTAURANT 
>  SERVES  YOU  IN 
.    '    THEIR  DINING  ROOM 
■    OR  IN  YOUR  SUITE 


ROMAN-GRECO  VASE 

IN  ONE  OF  OUR  SUITES    j  ust  a  shott  Walk  to 
Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group 
of  exceptionally 
diffident  people  who  ^ 
live  there. 

It's  their  place  in  town 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 


EVEN  OUR  CLOCK  !3  A  DESIGNATED  LANDMARK 


C7/e  SH€RRV-M€TH€RIAMD 

Your  Place  In  Town 


CAPITAL  MARKHS 


Bonds  foir  6-yeair-olds 


BY  MARILYN  COHEN 


Marilyn  Cohen 
IS  president  of 
Envision  Capital 
Management,  Inc., 
a  Los  Angeles-based 
fixed-income 
money  manager. 
envision@ix.  netcom  .com 


Pick  up  any  financial  publication  and  you 
are  blasted  with  pitches  for  stock  investing. 
Even  Forbes,  generally  skeptical  of  conven- 
tional wisdom,  buys  the  pitch.  Look  at  Dyan 
Machan's  recent  article  about  investments  for 
fi.inding  the  college  education  of  her  6-year- 
old  twin  boys  (Forbes,  Feb.  10).  Not  one  of 
the  market  mavens  interviewed  mentioned  the 
word  "bond."  Even  if  you  own  plenty  of 
stocks,  I  think  bonds  have  a  place  in  your 
portfolio.  Intieed,  I  can  think  of  several  that 
make  excellent  vehicles  for  fluiding  Machan's 
kids'  education. 

Why  bonds?  Because  they  pay  a  steady 
return  while  the  return  from  stocks — it  may 
be  spectacular  over  the  very  long  term — can 
be  low  or  even  negative  for  considerable 
periods  of  time.  Stocks  went  sideways  for  16 
years,  between  1966  and  1982,  often  hitting 
the  1000  level  on  the  Dow  industrials  but 
never  penetrating  it — and  often  dropping 
way  below  it.  What  happeneci  to  college 
funds  invested  in  stocks  in  the  late  1960s  for 
kids  expected  to  enter  college  in  the  late 
1970s>  Don't  ask. 

Here  are  some  bonds  that  are  especially 
attractive  for  accumulating  a  nest  egg, 
whether  for  college  tuition  or  some  other 
long-term  project: 

In  1982  Exxon  Shipping  and  General 
Motors  Acceptance  Corp.  issued  bonds 
with  the  peculiar  feature  that  all  of  their 
interest  is  payable — and  taxable — only  when 
you  sell  or  redeem  the  bonds.  These  are 
zero  coupon  bonds.  Generally  speaking, 
corporate  zeros  issued  after  1969  are  taxed 
month  by  month  on  the  accrued  interest. 
These  two  slipped  through  a  loophole  that 
has  since  been  closed.  The  Internal  Revenue 
Service  was  kind  enough  to  grandfather 
the  bonds. 

Yields?  Not  bad.  The  Exxon  bonds 
(renamed  Seariver  Maritime)  were  recently 
trading  at  32.52,  or  $325.20  per  $1,000  of 
face  value,  for  a  yield  of  7.4%  to  maturity  on 
Sept.  1,  2012.  Carrying  an  Exxon  Corp.  guar- 
antee, they  are  rated  AAA.  The  A-rated  GMACs 
come  in  two  tranches,  one  due  Dec.  1,  2012 
and  one  due  June  15,  2015.  These  both  yield 
7.65%  or  so. 

There  are  $250  million  (market  value)  of 
the  Exxon  zeros  floating  around  now,  and 


$785  million  between  the  two  GMAC  issues. 
These  are  large,  liquid  issues  that  can  be  pur- 
chased from  almost  any  brokerage  firm. 

Why  are  these  bonds  so  terrific  for  college 
savings?  Because  you  can  hold  them  in  your 
own  name,  pay  no  tax  on  the  interest,  then 
give  them  to  your  youngster  when  he  or  she 
matriculates.  Your  strategy  should  consider 
gift  tax. 

You  get  two  tax  benefits.  One  is  deferral, 
not  generally  available  on  other  bonds 
paying  good  yields.  (Series  EE  U.S.  Savings 
Bonds  are  tax-deferred  but  pay  crummy 
interest.)  The  other  tax  benefit  is  that  the 
interest  gets  kicked  into  the  youngster's  tax 
return  where,  so  long  as  there's  not  too 
much,  it  will  be  taxed  at  15%.  That's  a  lot 

Hold  the  bonds  in  your 
name,  pay  no  tax  on 
the  interest,  then 
gift  them  to  Junior 
when  he  matriculates. 


lower  tax  than  you  would  have  had  to  pay 
on  the  interest. 

Consider  the  alternative.  If  you  buy  a 
coupon  bond  for  the  baby,  only  the  first 
$1,300  a  year  of  the  interest  is  taxed  at 
kiddie  rates;  until  the  child  reaches  age  14, 
the  balance  goes  on  your  return.  Another 
problem:  In  order  to  get  even  this  $1,300 
freebie,  you  have  to  forfeit  control  of  the 
money.  When  Heather  turns  18,  she  can 
legally  spend  the  whole  wad  on  one  whim  of 
the  moment. 

A  7.4%  tax-deferred  on  a  triple-A  bond  is 
terrific.  It  may  not  match  what  stocks  can 
return  when  they  are  in  the  mood,  but,  unlike 
the  return  on  stocks,  the  yield  on  diese  bonds 
is  bankable. 

Assuming  the  tax  rate  at  the  other  end  is 
15%,  buying  these  bonds  is  equivalent  to  get- 
ting 6.3%  on  a  muni.  And  you  can't  get  any- 
thing like  6.3%  on  a  top-rated  muni  these 
days.  Munis  paying  substantially  more  than 
5.75%  may  be  issued  by  financially  dubious 
outfits  like  Orange  County. 

The  GMAC  and  Exxon  issues  were  popular  in 
the  1980s  before  stocks  became  the  cure  for 
everyone's  financial  ills.  Buy  them  now.  It's 
the  straw-hats-in-winter  principle.  Hi 
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muRCi  a  invcoimEnivi 


THE  CONTRARIAN 


Keep  your  seat  belts  fastened 


BY  DAVID  DREMIIN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


My  Mar.  22,  1987  column  entitled 
"Doomsday  machine"  warned  that  the  inter- 
action of  program  trading  and  portfolio  insur- 
ance could  cause  a  crash.  Six  months  later  the 
most  severe  and  abrupt  crash  in  our  history 
took  place.  Could  it  happen  again? 

The  conventional  wisdom  is  that  it  could 
not.  The  chief  culprits  of  the  1987  debacle 
have  all  but  been  tamed.  Program  trading  has 
been  put  on  a  short  leash,  while  portfolio 
insurance  has  almost  disappeared.  Circuit 
breakers  were  put  into  place  after  the  crash  to 
prevent  such  a  single-day  free  fall. 

But  don't  get  complacent.  The  sec  recent- 
ly approved  a  loosening  of  the  circuit  break- 
ers. Now  we  will  have  just  a  half-hour  trad- 
ing halt  if  the  Dow  Jones  industrial  average 
falls  350  points,  and  an  hour  halt  if  the  drop 
for  the  day  is  550  points.  Trading  in  index 
futures  on  paper-thin  margins,  primarily  the 
S&P  500,  is  bigger  than  ever.  I'm  not  against 
such  trading  per  se;  1  actively  use  index 
futures  to  park  cash  temporarily  for  the 
Kemper-Dreman  High  Return  fiind.  But 
here's  the  hitch. 

This  belief  by  institutional 
investors  that  they  can  hedge 
their  positions  by  selling  index 
futures  . . .  has  me  worried. 


Index  futures  give  the  illusion  of  enor- 
mous liquidity.  In  theory  they  allow  nervous 
mutual  funds  and  other  institutional 
investors  to  reduce  their  equity  exposure 
rapidly.  I  call  this  an  illusion  because  if  lots 
of  people  try  to  get  out  all  at  once,  the 
activity  would  drive  both  ftitures  and  stock 
prices  sharply  lower,  over  a  period  that  could 
extend  for  days — or  even  weeks.  Many  insti- 
tutional investors  seem  to  believe  there  will 
always  be  a  buyer  near  the  last  trade  for  a 
futures  contract.  Nothing  could  be  ftirther 
from  the  truth.  When  the  selling  began  in 
earnest  in  1987,  not  only  did  the  market 
collapse,  but  futures  went  to  a  10%  discount 
to  the  stock  market  itself 

As  the  market  dropped,  it  dragged  the 
futures  down,  which  in  turn  dragged  the  mar- 
ket down  further. 


This  belief  by  institutional  investors  that 
they  can  hedge  their  positions  by  selling 
index  ftitures  in  concert  if  the  stock  market 
drops  has  me  worried.  If  only  one  or  two  of 
the  giants  sold  ftitures  to  hedge  their  stock 
holdings,  they  might  drop  the  market  a 
hundred  points  or  two,  and  it  wouldn't 
be  calamitous.  But  the  doors  just  aren't 
wide  enough  to  accommodate  a  general 
stampede. 

Unfortunately,  no  uptick  rule  exists  in 
index  ftitures,  which  means  brokerage  firms 
and  other  large  flitures  traders  can  short  bil- 
lions of  dollars  of  stock  equivalents  in  a  pan- 
icky market,  accelerating  the  price  downturn, 
buying  in  later  at  much  lower  prices. 
According  to  the  Brady  Commission  and 
other  reports,  this  happened  in  1987  with 
devastating  effect. 

Indexing  has  another  potentially  danger- 
ous imphcation.  As  the  cover  story  in  this 
issue  points  out  (see  p.  90).,  index  funds  are 
not  Treasury  bonds.  There  are  hundreds  of 
billions  of  dollars  invested  in  index  funds.  A 
good  part  of  these  assets  flowed  in  during 
the  past  few  years  from  novice  investors  who 
believe  markets  can  go  only  one  way.  If  a 
rout  such  as  1  have  described  occurs,  a  panic 
by  frightened  index  fund  holders  could  add 
to  the  turmoil. 

Having  said  all  of  this,  I  must  add  that  1 
am  not  predicting  that  a  panic  will  happen — 
only  that  it  could  happen. 

So,  what  do  1  advise?  Not  a  general  bailing 
out.  An  investor  who  in  early  1995  thought 
this  scenario  was  possible,  and  got  out  of  the 
market,  would  have  seen  valuations  rise  over 
80%.  Just  to  break  even  today  he  would  need 
a  crash  almost  five  times  as  bad  as  1987's. 

The  point  of  this  column  is  simply  to 
remind  investors  of  what  they  may  have  for- 
gotten during  the  almost  unbelievable  last  6^ 
years:  Stocks  can  drop  sharply  even  if  they 
recover  later  on.  The  best  way  to  prepare 
yourself  for  this  is  to  make  sure  you  hold 
stocks  you  really  feel  comfortable  with  and 
avoid  stocks  that  you  might  buy  just  for  a  fast 
ride.  That,  and  don't  put  every  dime  you 
have  in  the  market.  A  little  cash  can  not  only 
cushion  a  market  drop,  it  can  come  in  mighty 
handy  during  a  panic. 

I'm  not  saying  don't  fly.  I'm  just  advising 
you  to  keep  your  seat  belts  loosely  fastened  at 
all  times.  H 
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MUNIY  &  INVfcSIMtNIS 


WALL  STREET  IRREGUUIR 


When  does  "discount'' 
mean  "buy''? 


BY  MARK  HULBERT 


Mark  Hulbert 
is  editor  of  the 
Alexandria,  Va. -based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


With  all  their  drawbacks — high  expense 
ratios,  unpredictable  discounts — it  is  tougli  to 
make  money  in  closed-end  investment  compa- 
nies. Only  one  of  the  handful  of  closed-end 
fund  letters  tracked  by  the  Hulbert  Financial 
Dijjest  has  beaten  the  market. 

The  honorable  exception  is  Closed-End 
Fund  Dijjest,  edited  by  Patrick  Winton. 

Winton  publishes  three  model  portfolios 
focusing  on  the  stock  and  bond  markets.  All 
three  have  outperformed  their  benchmarks 
over  the  last  five  years.  The  balanced  portfolio 
did  only  marginally  better  than  a  comparable 
buy-and-hold  portfolio,  but  Winton's  global 
growth  portfolio  beat  the  benchmark  Europe 
Australia  and  Far  East  index  in  total  return, 
12.1%  to  8.5%.  His  taxable  bond  portfolio 
beat  the  Shearson  Lehman  Treasury  index, 
8.9%  to  6.9%. 

Winton,  29,  is  a  former  Smith  Barney 
stockbroker,  where  he  developed  his  interest 
in  closed-end  funds.  He  has  been  editing  the 
Santa  Barbara-based  letter  for  the  last  three  of 
its  ten  years.  Like  all  aficionados  of  closed- 
ends,  he  pays  a  lot  of  attention  to  a  ftmd's 
discount  or  premium.  For  those  of  you  who 
aren't  familiar  with  the  genre,  closed-end 
fiinds  trade  not  on  their  net  asset  value  but 
on  what  other  investors  are  willing  to  pay  for 
the  shares — just  like  a  regular  stock. 

Winton  doesn't  just  buy  the  fiinds  with  the 
fattest  discounts  from  net  asset  value.  He 
asks:  How  does  the  discount  compare  to  the 
fund's  historical  discount.^  How  does  the  dis- 
count compare  to  the  average  discount  of 
similar  closed-end  funds? 

Thus,  some  funds  with  small  discounts  are 
rated  more  highly  than  other  funds  with  large 
discounts.  For  example,  Winton  currently 
rates  Source  Capital  a  buy  and  Liberty  All- 
Star  Growth  a  hold,  despite  the  tact  that  the 
latter  currently  trades  at  a  discount  twice  that 
of  the  former  (8.8%  versus  3.9%). 

Sharing  the  credit  for  this  letter's  success  is 
Frank  Capiello,  chairman  of  the  money  man- 
agement firm  Closed-End  Fund  Advisors, 
which  formerly  owned  the  letter  and  used  it 
as  a  marketing  tool.  Capiello  remains  a  share- 
holder of  the  company  that  publishes  it. 


Which  closed-ends  does  the  letter  like  now? 
Winton's  most  recent  recommendation  for 
his  balanced  portfolio  is  John  Hancock  Bank 
&  Thrift::  recent  price  on  the  NYSE,  32,  a  13% 
discount  to  net  asset  value.  Winton  expects 
declining  interest  rates  and  a  stable  economy, 
great  for  the  financial  sector. 

For  his  global  growth  portfolio  Winton 
picks  Scudder  New  Europe  Fund  (15). 
Winton  argues  that  Europe's  deep-seated  eco- 
nomic problems  are  so  well  known  they  are 
amply  reflected  in  the  depressed  prices  of 
European  stocks  and  in  the  wide  discounts  of 
closed-end  European  fiinds.  Thus,  any 
improvement  in  corporate  profitabilit)' — 
which  Winton  anticipates — should  translate 
quickly  into  capital  gains.  Scudder  New 
Europe  trades  at  a  fat  18%  discount. 

For  fixed  income,  Winton  picks  Latin 
American  Dollar  (15).  The  fijnd  enables  indi- 
vidual investors  to  invest  in  the  dollar-denom- 
inated Brady  bonds  of  Latin  American  coun- 
tries. It  currently  sports  a  10%  yield  and 
trades  at  an  8%  discount. 

Several  other  closed-end  hands  represent 
sizable  equit)'  bets  in  Winton's  portfolios: 
H&Q  Life  Science  (14,  14%  discount);  GT 
Global  Eastern  Europe  (15,  15%  discount); 
Global  Health  Sciences  (16,  16%  discount). 
In  the  fixed-income  arena  he  is  heavy  in 

If  you  think  interest  rates 
are  headed  down,  buy  John 
Hancock  Bank  &  Thrift. 


Hyperion  Total  Return  (10,  6%  discount)  and 
MPS  Charter  Income  (9,  8%  discount). 

Remember  this  about  closed-ends:  If  you 
pick  right,  you  can  get  a  nice  return,  profiting 
both  from  appreciation  in  the  fund's  holdings 
and  from  a  narrowing  of  the  discount.  But 
Winton's  good  showing  owes  much  to  the 
fact  that  he  has  stayed  fially  invested  through 
this  bull  market.  During  a  bear  market  you 
could  witness  a  simultaneous  widening  of  dis- 
counts and  collapsing  of  portfolio  values. 
Approaches  such  as  Winton's  are  thus  appro- 
priate only  for  the  long-term  investor  rather 
than  the  short-term  trader.  HI 
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►►FflST  FORWARD: 


Smart  Growth  Strategies 

Ifor  Companies  on  the  Move 


APRIL  9  ~  11,  1997 
THE  RITZ-CflRLTON  HOTEL 
CLEVELAND,  OHIO 


In  flSSOCIflTIONWITH: 

THE  STATE  OF  0  H  I  01 


Sponsored  by: 


KeyCorp 


WHAT   YOU    LL  LEfl 


The  F  fl  c  u  l 


Plus  Keynote  Presentations  F 


SOFTimRE 


American 
Airlines' 


OHicia)  Airline  of  FopsEb  Conferences 


For  more  information: 

Participation  is  limited  to  Chairmen, 
Presidents  and  CEOs  of  emerging  and 
middle  market  companies  with  revenu 
up  to  $350  million. 


 ■ 


Short-  and  Long-Term  Strategies 

For  How  Companies  Can  Get  On, 
ND  Stay  on  the  Fast-Growth  Track 


low  to  preserve  your  company's  entrepreneurial  edge 

trategies  for  financing  growth  while  maintaining  positive 
jiations  with  shareholders  and  shareholder  activists 

isks  and  rewards  of  going  global 

lOw  to  protect  intellectual  property  when  working  with  for- 
ign  partners  and  governments 

low  government  can  help  you  expand  into  overseas  markets 

ow  to  safeguard  your  personal  wealth  while  providing  for 
le  future 

hings  to  consider  when  developing  a  succession  strategy 


►  How  to  leverage  workforce  diversity  for  heightened  perfor- 
mance in  niche  markets 

►  Best  practices  employed  by  "people  companies" 

►  Incentive  systems  that  attract  talented  and  skilled  labor 

►  Risks  and  rewards  of  high-value  outsourcing 

►  How  do  fast-growth  companies  manage  their  corporate  image 

►  How  real  are  the  prospects  for  electronic  commerce 

►  When  is  it  too  late  for  you  to  make  a  move  on-line 

►  How  to  maximize  the  data  resources  your  company  has 
compiled 


!vi  Alon,  Chairman,  President,  and  CEO,  NetManage,  Inc. 
Jary  Eichhorn,  CEO,  Open  Market,  Inc. 

mdrew  J.  Filipowski,  Founder,  President,  and  CEO, 

lATINUM  technology,  inc. 

ilphonse  Fletcher,  Jr.,  Chairman,  President,  and  CEO, 
letcher  Asset  Management 

Charles  P.  Holt,  Vice  President,  Xerox  Corporation 

'obert  L.  Johnson,  Chairman  and  CEO,  BET  Holdings,  Inc. 


k  Jonathan  J.  Ledecky,  Chairman  and  CEO,  U.S.  Office 
Products  Company 

►  James  E.  MacDougald,  CEO,  ABR  Information  Services,  Inc. 

►  Robert  H.  McNabb,  Senior  Vice  President  and  General 
Manager,  Business  Solutions,  Kelly  Services,  Inc. 

►  Robert  L.  Richmond,  CEO,  Active  Voice 

►  Ben  Yankowltz,  Partner,  Heenan  Blaikie 


Dne:  212-206-5521 
Fax:  212-206-5158 
nail:  PresForum@forbes.com 


Visit  our  Website  at 
www.forbes.com/conf/ 

Capitalist  Tool' 


Limited  sponsorship  opportunities  are  available. 
For  Sponsorship  information  call  Debra  J. 
Grady  at  212-620-1874. 
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STOCK  TRENDS 


The  outdated  Dow  Jones 


BY  R.S.  SALOMON  JR^ 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


What  no  Dow  Jones  &  Co.  (dj)  and  the 
Dow  Jones  industrial  average  (Djl)  have  in 
common?  They  both  were  created  by  the 
same  individual  over  a  hundred  years  ago  and 
represented  impressive  achievements  for  close 
to  a  century.  Viewed  from  the  current  vantage 
point,  however,  they  both  look  outdated  and 
very  much  in  need  of  change. 

Dow  Jones'  proud  ownership  of  the  Wall 
Street  Journal  und  Barron's  phcca  it  at  the 
heart  of  the  financial  world.  Yet  its  stock  has 
sat  out  the  greatest  bull  market  in  history.  The 
stock  sold  at  56  in  1987.  Had  it  achieved  an 
average  equity  market  return  from  that  point 
it  would  now  be  over  150  as  compared  with 
its  present  price  of  44.  How  can  booming 
financial  markets  not  accrue  to  the  benefit  of 
such  an  organization?  In  electronic  informa- 
tion, the  growth  part  of  the  business,  Reuters 
and  Bloomberg  have  left  Dj's  Telerate  sub- 
sidiary in  the  dust. 

Five  years  ago,  in  a  cover  story  (Feb.  3, 
1992),  Forbes  boldly  reported  that  the  parent 
company  was  poorly  managed  and  had  made 
mistake  after  mistake.  It  has  taken  a  while, 
but  dissatisfaction  with  management  from 
within  the  controlling  Bancroft  family  has 
finally  surfaced.  The  family  owns  just  32%  of 
the  outstanding  stock,  but  because  there  are 
two  classes  of  stock,  the  family  controls  70% 
of  the  vote.  The  poor  performance  of  the 
stock  has  attracted  aggressive  institutional 
shareholders  who  smell  blood.  However,  most 
of  the  family  seem  to  have  rallied  behind  the 
present  management. 

Management  has  responded  rather  feebly.  It 
says  it  will  .spend  an  additional  $650  million 
to  revitalize  Telerate.  In  addition,  it  has  pro- 
posed changes  to  the  board  to  bring  in  more 
outside  influences.  My  guess  is  that  the  com- 
pany will  move  slowly  rather  than  quickly  to 
correct  its  problems.  This  falls  far  short  of 
what  it  should  do:  get  out  of  electronic  pub- 
lishing and  concentrate  on  the  print  publica- 
tions it  does  so  well. 

I  would  sell  the  stock  after  its  recent  run- 
up. It  will  be  time  to  get  in  again  only  when 
tlie  company  does  away  with  its  super  voting 
shares  that  protect  the  control  position  of  the 
Bancroft  family.  I  suspect  that  will  happen 
about  the  same  time  that  hell  freezes  over. 

If  Dow  Jones  &  Co.  has  fallen  behind  the 


times,  its  namesake  industrial  index  is  a  posi- 
tive anachronism.  Long  ago,  before  comput- 
ers, it  made  sense  for  the  DJI  to  be  a  price - 
weighted  average  with  just  a  small  number  of 
stocks  (originally  1 1  and  now  30).  Today  this 
antiquated  approach  is  creating  some  really 
peculiar  distortions. 

Most  market  averages  are  passive,  with 
turnover  rates  in  the  area  of  3%  to  4%  per 
year,  and  this  mostly  to  replace  stocks  that 
have  disappeared  through  mergers.  But 
because  of  the  Djl's  antiquated  price-weight- 
ing, changes  in  the  Dji  occur  most  fret]uently 
as  a  result  of  stock  splits,  and  this  year  is  turn- 
ing out  to  be  a  dandy  with  splits  as  well  as 
four  substitutions.  The  substitutions  account 
for  just  8.5%  of  the  index.  More  important, 
six  Dil  components  have  recently  announced 
stock  splits  that  will  take  effect  this  spring — 
Boeing,  Du  Pont,  Exxon,  GE,  IBM  and  Philip 
Morris.  Since  the  DJI  is  price-weighted,  the 
devisor  will  have  to  be  reduced  to  account  for 
these  companies'  new  lower  stock  prices.  This 
will  cause  the  combined  weighting  of  the  six 
split  stocks  to  decline  dramatically,  from 
31.3%  currently  to  17.6%. 

So,  from  accounting  for  nearly  one-third  of 
the  index's  value,  these  stocks  will  decline  to 

My  guess  is  that  Dow  Jones  &  Co. 
will  move  slowly  rather  than 
quickly  to  correct  its  problems. 


about  one-sixth.  The  other  indexes  will  not  be 
affected  by  these  splits. 

To  illustrate  another  absurdit\'  of  the  price- 
weighteci  Dil,  consider  this:  In  the  last  three 
years  the  six  stocks  now  splitting  have  risen  in 
price  117%  and  have,  as  a  result,  lifted  the  Dji 
1,013  points.  If  these  same  stocks  were  to 
decline  by  59%,  the  exact  amount  by  which 
they  had  previously  risen,  they  would  remove 
only  730  njl  points.  What  nonsense. 

Now  that  the  computer  has  finally  replaced 
the  abacus,  consideration  should  be  given  to 
bringing  the  DJI  into  the  new  millennium  by 
redefining  it  from  a  price-weighted  index  to 
an  equal -weighted  one.  This  would  eliminate 
all  of  the  peculiarities  previously  discussed.  My 
guess  is  that  this  change  is  as  unlikely  to  occur 
as  the  one  eliminating  the  super  voting  shares 
held  by  the  Bancroft  family.  H 
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GABELLI  GROWTH  FUND 


Gabelli  Growth  Fund  is  a  no-load,  diversified 
fund  tfiat  pursues  capital  appreciation  by 
investing  in  stocks  ttiat  have  favorable,  yet 
undervalued,  prospects  for  earnings  growth. 

We  employ  'bottom-up'  research,  concentrating 
on  company-specific  criteria  such  as  earnings 
trends  and  market  capitalization  ratios  as  a 
basis  for  stock  selection. 


The  Fund  invests  predominantly 
in  companies  believed  to 
have  above-average  or 
expanding  market  shares 
and  profit  margins. 


Howard  F.  Ward,  CFA 

Portfolio  Manager 


W-           Average  Annual  Returns  as  of  12/31/96 

1  Year 

i  +19.4% 

3  Year 

+15.3% 

5  Year 

+12.2% 

Life  of  Fund* 

+16.3% 

For  a  prospectus  and  other  information,  call: 

1-800-GABELLI 

1-800-422-3554  Fax:  (914)921-5118  info@gabelli.com  http://www.gabelli.com 


The  returns  shown  above  are  historical  and  reflect  changes  in 
share  price,  reinvested  dividends  and  capital  gains  and  are  net  of 
expenses.  Investment  returns  and  the  principal  value  of  an  invest- 
ment will  fluctuate.  Past  performance  does  not  guarantee  future 
results.  When  shares  are  redeemed  they  may  be  worth  more  or  less 
than  their  original  cost.  The  prospectus  contains  more  complete 
information,  including  fees  and  expenses.  Please  read  it  carefully 
before  you  invest  or  send  money.  'From  inception  on  April  10,  1987. 

Complete  and  mail  this  coupon  to:  Gabelli  Growth 
Gabelli  &  Company,  Inc.,  One  Corporate  Center, 
Rye,  New  York  10580-1435  or  Fax  (914)  921-5118 


GABELLI  FUNDS 

Creating  Opportunities  T/}rough  Research 

Please  send  more  information  and  a  prospectus  to; 
Name  


Address. 


City_ 


.State. 


.Zip. 


Telephone. 
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Is  the  market  sick 
of  high  tech.^ 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  Yorl<  and  author 
of  Silent  Investor, 
Silent  Loser. 


The  great  soda  water  purveyor  is  snapping 
at  the  heels  of  GE  for  the  number  one  spot  on 
the  s&P  500  index.  Coke's  market  capitaUza- 
tion,  north  of  $150  billion,  rests  comfortably 
above  Exxon,  and  within  a  $20  billion  shoot- 
ing range  of  GE. 

Along  with  Coke,  uvo  other  great  market- 
ing companies,  Philip  Morris  and  P&G,  make 
the  top  ten  of  the  s&P  500.  Coke,  Philip 
Morris  and  P&G  sponsor  soap  operas,  racing 
cars  and  prime-time  sports.  The  high-tech 
companies  in  the  top  ten — Intel,  Microsoft 
and  Pfizer — spend  billions  on  R&D,  a  rising 
percentage  of  their  gross  revenues. 

What  all  these  companies  share  is  a  high 
return  on  equity.  You  gotta  love  high-return- 
on-equity  operators  if  their  reinvestment  rate 
sticks  comparably  high.  Alas,  with  the  high 
techs  it  doesn't  always  stick  there.  The  list  of 
high-tech  casualties  over  the  past  decade  start- 
ed with  IBM  and  progressed  on  to  Xerox, 
Apple  Computer,  Polaroid  and  Digital  Equip- 
ment. Now,  Cisco,  Motorola  and  Oracle  head 
the  "watch"  list. 

The  return  on  equity  for  good 
cement  operators,  like 
Medusa,  ranges  above  40%. 

Not  that  you  can't  flame  out  on  low-tech 
plays.  PepsiCo  and  McDonald's  come  to 
mind,  and  Coca-Cola  and  Philip  Morris  had  a 
few  hiccups.  Nevertheless,  compare  the  charts 
of  the  high-tech  leaders  and  the  low- tech 
leaders.  The  low-tech  charts  are  quite  benign; 
those  of  the  high  techs  look  like  roller-coaster 
-  rides  or  45 -degree  ski  chutes. 

I  love  low-technology  plays — provided  they 
sport  high  returns  on  equit)'  and  low  valua- 
tions. Wliich  brings  me  to  some  really  low- 
tech  stuff— cement.  The  return  on  equity  for 
good  cement  operators,  like  Medusa,  ranges 
abo\  c  40%.  The  clearing  price  for  new  cement 
capacir,'  still  remains  much  above  present  real- 
izations. Medusa  sells  at  11  times  forward 
12-morjrh  projections. 

Then  there  are  cigars,  real  low-tech  stuff. 
Warren  Buffert's  addiction  to  Cherry  Coke 


led  him  to  one  of  his  best  investments.  My 
addiction  is  cigars,  ciating  to  my  days  as  an  air- 
bgrne  infantry  lieutenant  in  the  Korean  War. 
Buffett  was  quaffing  Cokes  for  decades  before 
he  bought  the  stock.  Same  here. 

The  premium-cigar  sector  fired  up  three 
years  ago  afi;er  Ci^ar  Aficionado  magazine 
was  born.  Hollywood  celebs,  like 
Schwarzenegger  and  Danny  DeVito,  came 
out  of  the  cigar  closet  and  touched  a  yuppie 
me-too  chord. 

Are  cigars  a  habit,  like  Coca-Cola,  or  a  fad.' 
Smart  money  on  Wall  Street  is  convinced  the 
yuppies'  cigar  smoldng  is  a  fad.  That  makes 
me  like  the  stocks.  Here's  my  take: 

Yuppies  are  smoking,  but  don't  get  carried 
away.  Two  of  my  three  sons,  Ivor  and  Jason, 
like  cigars,  but  neither  consumes  more  than 
one  a  week.  There  are  90  million  adult  men  in 
the  U.S.,  but  only  1.5  million  do  much  cigar 
chomping.  Dominican  Republic  premium 
cigars,  a  market  dominated  by  Consolidated 
Cigar  and  General  Cigar,  don't  have  much  of 
a  market  abroad. 

So  this  is  not  Coca-Cola.  But  neither  is  it  a 
passing  fancy.  I  sniff  the  truth  somewhere  in 
between.  The  industry  experiences  a  couple 
of  boom  years  and  then  simmers  down.  It 
becomes  more  difficult  to  ask  $12  for  a 
vintage  smoke.  Gross  margins  top  out,  but 
profitability  remains  comfortable.  The  college 
kids  experimenting  with  cigars  today  still 
smoke  one  or  two  a  week  as  Generation-X 
graduates. 

If  the  cigar  industry  has  four  to  eight  vin- 
tage quarters  ahead  of  it,  I  prefer  the  Cull- 
mans — ^who  manage  and  control  General 
Cigar — to  Ronald  Perelman,  who  controls  but 
doesn't  run  Consolidated  Cigar. 

The  Cullmans  are  a  century-old  tobacco 
family  devoted  to  its  calling.  Perelman  took 
Consolidated  public  to  cash  in,  and  he  has 
more  stock  that  he's  going  to  unload.  The 
Cullmans,  by  contrast,  invested  their 
IPO  proceeds  in  an  acquisition  that  gives 
them  brand  extension  in  premiums,  namely 
Hoyo  de  Monterey,  Punch  and  El  Rey 
Del  Mundo. 

As  I  watched  the  closing  tape  one  day 
recently,  Culbro,  General  Cigar's  parent, 
forged  ahead  seven  points,  and  Coca-Cola  and 
Philip  Morris  ticked  buoyandy.  Intel,  the  same 
day,  dropped  five  points.  I'm  wondering:  Is 
the  market  tiring  of  the  roller-coaster  ride  in 
technolog}'.'  Watch  Philip  Morris  and  Coca- 
Cola  and  see. 

ASC  and  Martin  Sosnoff  own  shares  in  Con- 
solidated Cigar,  Culbro  and  Mafco  (holding 
company  for  Consolidated  Cigar),  as  well  as  in 
Intel,  Microsoft:  and  Medusa.  H 
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We  don't  mean  to  encourage 
procrastination,  but  you  really  can 
fund  vour  IRA  at  the  last  minute. 


Fideliiy 


IRA  investing  at  its  most  convenient. 

So  you've  been  putting  off  contributing  to  your  Individual 
Retirement  Account  until  the  last  minute.  Guess  what,  it  is  the 
last  minute.  But  Fidelity  makes  it  easy  to  make  your  IRA 
contribution.  You  can  visit  any  of  our  over  80  Investor  Centers, 
open  late  for  your  convenience.  Or  you  can  reach  us  by  phone 
or  via  our  Web  site,  24  hours  a  day.' 

More  choice  of  mutual  funds. 

Even  investing  at  the  last  minute,  you'll  still  have  the  full  range 
of  investment  options  you  expect  from  Fidelity.  For  instance, 
through  Fidelity's  FundsNetwork,'  we  can  offer  you  Fidelity  funds 
and  thousands  of  funds  from  other  fund  families.  You  can  also 
choose  stocks,  bonds  and  other  securities  for  your  IRA. 

The  IRA  deadhne  is  April  15. 

It's  true,  Fidelity  works  harder  to  help  you  meet  the  IRA 
contribution  deadline.  But  the  reality  is,  April  15  is  your  last 
day  to  get  that  tax  advantage.  So  call  right  away,  or  visit  a 
Fidelity  Investor  Center  or  our  Web  site,  where  you  can  request  an 
IRA  application.  After  all,  haven't  you  waited  long  enough? 


Inuestments' 


www.fidelity.com 

1-800-544-3069 

TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

"or  more  complete  information  on  any  fund  available  through  Fidelity,  including  charges  and  expenses,  call  for  a  free 
)rospectus.  Read  it  carefully  before  you  invest. 

rhe  deadline  to  make  a  1996  IRA  contribution  is  April  15,  1997.  Please  call  for  more  information  on  how  to  open  a  Fidelity  IRA 
ind  make  a  1996  contribution  by  the  deadline. 

-or  more  information  on  the  FundsNetwork  program,  call  for  a  FundsNetwork  Performance  Directory. 

■idelity  Brokerage  Services,  Inc.,  Member  NYSE,  SIPC.  Fidelity  Distributors  Corporation  4b/27339.001 
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It's  a  small, 
small  woirld 


Palaces  that  fit  in  a  closet,  complete 

with  running  water  and  hand-blown  chandeliers. 


By  Doris  Athineos 

136 


When  Carole  K\ye  throws  a  dinner 
party,  it's  perfect.  No  one  tracks 
muddy  sneakers  across  tlie  Aubusson 
rug  or  drops  the  Delftware.  No 
tights.  The  monogrammed  sterhng 
silver  doesn't  disappear  when  the 
guests  leave. 

Her  secret.^  No  guests  over  6 
inches  tall.  "The  magic  of  miniatures 
is  that  you  create  a  perfect  world," 
enthuses  Kaye  as  she  peeks  in  on  her 
subjects.  "You  play  God.  It's  a  won- 
derfiil  feeling." 

Carole  Kaye  is  married  to  Barry 
Kaye,  founder  of  Wealth  Creation 
Centers  and  author  of  Live  Rich.  The 
couple  own  an  inch-to-the  foot  repli- 
ca of  Hampton  Court  Palace,  built 
with  75,000  individual  bricks  sur- 
rounded   by    a    topiary  garden. 
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ABOVE: 

Museum  owner  and 
curator  Carole  Kaye 
cradles  a  Louis  XV 
rolltop  desk  worth 
$50,000 
"You  play  God. 
It's  a  wonderful 
feeling." 

LEFT: 

Kaye  peers  in  on  her 
inch-to-the-foot 
replica  of  Hampton 
Court  Palace 
The  Vatican 
and  Buckingham 
Palace  are  under 
construction. 


Fontainebleau  and  the  Doges'  Palace 
are  also  in  their  inch-size  real  estate 
portfolio.  The  Vatican,  Buckingham 
Palace  and  Brighton  Pavilion  are 
under  construction. 

The  Kayes  commission  artists  like 
the  British  duo  Kevin  Mulvany  and 
Susan  Rogers.  "We  have  to  be  selec- 
tive and  only  reproduce  the  most 
interesting  parts,"  says  Mulvany. 
"Otherwise  Fontainebleau  on  a  scale 
of  one-twelfth  would  cover  a  tennis 
court." 

The  French  palace  is  closer  to  the 
size  of  a  large  refrigerator.  Still,  their 
collection  isn't  small  enough  for  the 
Kayes  to  stuff  into  their  Century  City 
condo.  About  three  years  ago  they 
opened  a  museum  on  Wilshire  Boule- 
vard across  from  the  Los  Angeles 


Count)'  Museum 
of  Art.  There 
could  be  a  num- 
ber of  tax  advan- 
tages to  running 
it  as  a  nonprofit, 
but  the  Kayes  say 
they  operate  the 
museum  as  a 
business. 

About  300 
people  a  day 
visit  the  Carole 
and  Barry  Kaye 
Museum  of  Min- 
iatures to  take  in 
the  Venetian  palaces,  Chinese  temples 
and  an  arts  and  crafts  bungalow  with 
Greene  &  Greene  fiarniture.  There  is 
a  Gaudiesque  roundhouse  with  loopy 
art  nouveau  fiuniiture  and  the  Doges' 
Palace  with  handblown  Venetian  glass 
chandeliers  and  gold  candelabra. 

This  stuff  doesn't  come  cheap. 
Carole  Kaye  says  she  spent  $100,000 
alone  on  a  thumb-size  gold  train 
pulling  a  cargo  of  rubies,  sapphires, 
emeralds  and  diamonds.  A  rolltop 
desk  made  by  Maine  craftsman  Harry 
Smith  cost  $50,000.  It  took  six 
months  to  make  and  incorporates  38 
different  woods  (see  photo,  above). 

One  shoebox-size  interior  shows  a 
1940s  diner,  complete  with  bills 
impaled  on  a  nail  next  to  the  cash 
register.  The  piece  was  made  by 
Hank  Kupjack,  the  big  kahuna  of  the 
miniature  field. 

The  devil  is  in  the  details.  Tiny 
clocks  work  and  little  locks  turn. 
Chandeliers  cast  a  warm  glow.  A 
four-piece  porcelain  tea  set  fits  on  a 
dime.  A  plug-and-glow  toaster  is 
barely  an  inch  high.  Mini  tubes  of 
real  toothpaste  wait  to  be  squeezed. 
Pop  the  cork  on  pen-cap-size  wine 
bottles  filled  with  Montrachet. 

How  do  you  prevent  kids  from 
toiiching?  "The  adults  are  worse," 
laughs  Kaye.  "I  catch  them  feeling 
the  straw  on  the  roof  and  reaching 
into  the  dioramas."  It's  tempting. 
When  no  one  was  looking,  a  visitor 
ran  her  fingers  across  the  bricks  to 
make  sure  they  weren't  painted  on. 

The  Kayes  didn't  invent  the  hobby. 
As  far  back  as  the  16th  century 
scaled-down  houses  were  used  to 
teach  girls  the  womanly  art  of  house- 
keeping, according  to  Flora  Gill 


Jacobs,  director  of  the  Dolls'  House 
&  Toy  Museum  in  Washington,  D.C. 
Sometimes  the  gentry  used  mini 
model  homes  to  show  off  their  pos- 
sessions. Queen  Mary,  wife  of  King 
George  V,  was  given  a  house  in  1924, 
now  on  display  at  Windsor  Castle.  It 
has  running  water  and  a  wine  cellar. 

Miniatures  are  now  a  $ir2-mil- 
lion-a-year  business,  according  to  the 
Miniatures  Industry  Association  of 
America.  The  Kayes'  collection,  con- 
sidered the  best  in  the  country,  is 
insured  for  $25  million.  Two  maga- 
zines. Miniature  Collector  and  Nut- 
shell News,  give  collectors  the  skinny 
on  where  to  find  quarter-inch  grand 
pianos  and  how  to  build  a  loo. 

England  attracts  the  most  fanatic 
followers,  and  both  Christie's  and 
Sotheby's  in  London  hammer  down 
finger-length  secretaries  and  reca- 
miers.  Twenty  years  ago  Christie's 
knocked  down  a  pint-size  palace 
stuffed  with  Roman  glass  and 
Baroque  furniture  for  $261,265.  In 
December  1994  a  61 -inch  town 
house  went  for  $46,761. 

If  you  prefer  to  make  it  yourself, 
the  International  Guild  of  Miniature 
Artisans  (800-71 1 -IGMA)  teaches 
how  to  \\'ield  a  15 -inch  drill  press  and 
a  3-inch  circular  saw.  If  you'd  rather 
not  go  cross-eyed,  Carole  Kaye's 
museum  gift  shop.  Petite  Elite,  is 
stuffed  with  handmade  fine  fiirniture. 
Try  $6,000  for  a  bronze  ormolu  mar- 
quetry chest,  or  $15,000  for  a 
chateau  with  nothing  in  it.  But 
there's  also  a  carving  knife  for  $10, 
an  electric  toaster  for  $39  and  Chip- 
pendale chairs  for  $69.95. 

Museums  don't  brag  about  their 
miniature  collections.  But  at  the  Art 
Institute  of  Chicago  visitors  skip 
Picasso  for  a  peek  at  Napoleon's 
bathroom  and  boudoir.  Here  you  can 
see  a  Jacobean  reception  room  with 
tiny  copies  of  Van  Dyck  portraits  and 
a  modern  San  Francisco  penthouse 
circa  1940  with  a  real  postage-stamp- 
sizc  painting  by  Fernand  Leger  com- 
missioned by  Mrs.  James  Ward 
Thorne,  daughter-in-law  of  the 
founder  of  Montgomery  Ward. 

Other  mini  meccas:  the  Toy  & 
Miniature  Museum  in  Kansas  City, 
Mo.,  the  Washington  Dolls'  House 
&  Toy  Museum  and  the  Baltimore 
Museum  of  Art.  Hi 
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Bringing  i*eligion 
to  the  boairdroom 


BY  SUSAN  LEE 


Susan  Lee  is  a  senior 
editor  at  Forbes. 
E-mail  her  at 
slee@forbes.com 


A  RABBI,  especially  one  who  holds  a  chair  in 
Midrash  at  the  Jewish  Theological  Seminary, 
is  liardly  a  person  you'd  expect  to  see  in  a  cor- 
porate boardroom.  Yet  there  he  is.  Rabbi 
Burton  L.  Visotzky.  On  this  night  he's  leading 
a  monthly  study  group  on  the  Bible,  attended 
by  about  20  supremos  from  the  Manhattan 
business  community  who,  heads  modestly 
bowed,  are  reading  Exodus  1:1-22.  Kings  and 
queens  these  people  may  be  in  their  factories 
and  offices,  but  this  evening  they  are  acolytes. 

The  modest)'  doesn't  last  long.  A  lively  and 
opinionated  discussion  heats  up.  Visotzky 
looks  at  the  ceiling  and  then  silences  the  cap- 
tains of  industry  and  finance  with  a  few  words 
of  Hebrew  translation.  Heads  quietly  bow 
over  the  text  again. 

The  experience  was,  for  me,  totally  impres- 
sive. The  high  and  mighty  in  such  awe  of  a 


short,  neat  man  with  a  standard  black  beard 
and  heavy  glasses.^  I  had  to  learn  more  about 
this  rabbi. 

We  meet  again  in  a  more  normal  setting. 
His  small  office  at  the  New  York  Cit)'  semi- 
nary is  filled  with  books  and  family  photos, 
fiarnished  with  a  bitsy  desk  and  creaky, 
ancient  chairs. 

Visotzky  tells  me  he  had  the  idea  for  a  study 
group  ten  years  ago.  He  started  with  writers. 
He  hoped  that  listening  to  creative  types 
would  help  him  learn  to  do  a  better  job  of 
interpreting  the  Hebrew  scriptures  in  terms 
relevant  to  daily  life — the  hallowed  process 
called  Midrash,  which  is  centuries,  even 
millennia  old. 

This  writers'  group  began  with  Genesis, 
which,  read  as  narrative,  is  a  story  of  decep- 
tion, murder  and  incest.  "It  came  as  a  shock," 
Visotzky  says.  "It  was  like  a  soap  opera." 

A  soap  opera.^  1  ask.  The  rabbi  reviews  the 
plot  of  Genesis  12T0-20.  God  tells  Abraham 
to  go  to  Egypt  to  escape  famine  in  Canaan. 
Abraham  tells  Sarah  that  since  she  is  a  beauti- 
flil  woman,  the  Eg}'ptians  will  murder  him 
and  take  her,  so  she  must  pretend  to  be  his 
sister.  This  ploy,  he  says,  will  not  only  save  his 
life  but  also  allow  him  to  turn  a  profit  on  her 
sale.  Less  delicately  put,  Abraham  becomes 
Sarah's  pimp. 
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Sarah  is  taken  as  a  concubine  to  Pharaoh's 
house,  and  Abraham  reaps  sheep,  cattle,  don- 
keys, camels  and  slaves.  Now  the  action  really 
turns  nast)'.  God  punishes  Pharaoh  for  adul- 
tery by  sending  a  plague.  To  rid  himself  of  the 
scourge,  Pharaoh  returns  Sarah  to  her  hus- 
band and  exiles  them.  Payoff  time  again  for 
Abraham — Pharaoh  pays  him  hush  money. 

"As  a  boy,"  says  Visotzky,  "I  was  trained,  as 
I  suppose  Christians  are,  to  think  of  Abraham 
and  Sarah  as  heroes.  But  when  I  read  the 
story,  I  found  deeply  flawed  characters  who 
did  morally  distressing  things." 

So  did  his  study  group.  "We  wondered 
how  Abraham  could  put  his  wife  in  such  a 
moral  dilemma  without  even  consulting  her," 
he  says. 

In  trying  to  deal  with  this  ethical  puzzle, 
Rabbi  Visotzky  came  to  realize  that  the  Old 
Testament  was  loaded  with  similar  situations 
that  could  spark  discussions  and  bring  the 
ancient  work  to  life  for  modern  people. 

"Genesis  is  full  of  moral  dilemmas.  Dis- 
cussing them  with  people  who  have  different 
points  of  view — lawyers,  businesspeople — 
teaches  you  to  think  about  ethics  and  perhaps 
to  grow  in  sophistication."  Visotzky  pauses. 
"Once  you  do  that,  one  hopes  that  you  can 
take  the  next  step  and  apply  the  ethical 
lessons."  The  very  spirit  of  Midrash. 

Five  years  ago,  in  search  of  different  views, 
Visotzk\'  started  a  study  group  with  business- 
people.  "Dining  the  discussion  of  Abraham 
and  Sarah  in  Eg}'pt,  as  I  started  my  traditional 
hand-wringing  about  the  ethical  dilemma,  one 
of  the  lawyers  said,  'Wait  a  minute.  Let's  look 
at  the  whole  chapter.  In  tlie  beginning  God 
talces  Abraham,  who  is  nodiing  but  a  poor 
shepherd,  and  tells  him  He  is  going  to  make 
him  head  of  a  gi'eat  nation.  Moralit)'  aside  " 

I  open  my  mouth.  Visotzky  smiles.  He 
knew  that  I  would  ask  a  question  at  this  point. 
"Morality  aside I  squeak. 

Visotzky  has  set  me  up.  He  continues,  "Yes, 
the  law)'er  said,  'Moralit\'  aside,  you  may  not 
like  it,  but  by  the  end  of  the  chapter — let's 
face  it — Abraham  is  talldng  one -on-one  with 
the  head  of  state  and  he's  earned  startup 
costs.'  " 

Visotzky  laughs  and  I  hoot,  as  I  am  meant 
to  do.  Startup  costs! 

But  Visotzky  turns  serious.  Outrageous  as 
the  lawyer  sounded,  he  may  have  been  onto 
something.  Onto  what.^  "This  is  what  it 
means  to  be  a  small  and  embattled  people 
who  are  going  to  survive  at  any  cost," 
Visotzky  says.  "The  only  thing  that  matters  is 
the  bottom  line." 

God  condoning  wife-selling.''  Accepting 
survival  at  any  cost.''  This  is  exactly  the  kind 


Rabbi  Burton  L.  \^sotzlcy  shows 
businesspeople  how  to  confront 
ethical  dilemmas  in  the  Old 
Testament— and  in  their  daily  lives. 

of  provocative  reading  of  the  Bible  that 
made  the  recent  PBS  series  on  Genesis  (for 
which  Visotzky  was  a  consultant)  such  inter- 
esting television.  I  mean,  it  sounded  like  a 
snooze:  half-a-dozen  people  sitting  around, 
talking  about  the  Bible  for  an  hour — ten 
hours  in  the  series.  The  series,  however,  gal- 
vanized well  over  a  million  people  to  sign  up 
for  a  Bible  study  group.  The  media  may 
ignore  it,  but  there  is  a  religious  revival  in 
the  U.S. 

"There  is  a  terrible  taboo  in  this  country," 
he  says.  "You  would  sooner  tell  somebody 
your  annual  salary  than  talk  to  them  about 
God.  But  in  the  privacy  of  their  homes  or  in  a 
study  group,  people  are  unbelievably  hungry 
to  talk  about  God.  People  want  .  .  .  need 
some  spiritual  aspect  to  their  life." 

But  turning  a  profit  twice  on  your  wife.' 

Visotzky  smiles  again:  "My  job  as  a  rabbi  is 
to  get  people  to  open  the  book  and  start 
reading.  The  Bible  will  take  care  of  itself. 
That's  why  it  has  been  a  bestseller  for  3,000 
years." 

The  devil  makes  me  ask:  "But  isn't  it  now 
fashionable  to  be  in  a  Bible  study  group.''" 

Visotzky  doesn't  miss  a  beat.  "If  I  have  a 
choice  of  what  would  be  chic  this  year,  let  it 
be  Bible  study."  H 


Forbes  ■  April  7,  1997 


139 


Fbrbes 


Classifiedl 


Receive  Value  Line 
for  only  $^$55 

An  Introductory  subscription  to  The  Value  Line  Investment  Survey 

brings  you  the  2000-pagc  Investors  Reference  Library — Value  Line's  most  recent 
FJatlngs  and  Reports  on  1 700  stocks  and  tlie  practical  guide  How  to  Inuesl  in  Common 
Slocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
:^?S:$55.  Available  only  once  every  three  years  to  any  household,  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author,  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Oui  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Mate  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription.  Your  subscription  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

Ext.  2903  Dept.  91 6M07  American  Expres.5,  MasterCard  or  Visa,  24  hours  a  day,  7  days 
a  week,  II  you  are  not  completely  salislied  return  all  materials  in  good  condSion  within  30 
V  days  from  the  start  ol  your  tnal  subscription  tor  a  lull  refund  of  your  fee.  Allow  4  weeks 
\^      for  delivery,  NY  residents  add  sales  tax.  Foreign  rates  upon  request, 

\The  Value  Line  Investment  Survey®^ 

PO  Box  3988  New  York, 
NY  10008-3988^ 


BUSINESS  OPPORIUNITIES 


(1) 

CO  — 

a>o 
So 

too. 
CO  o 

M  C 

30 

Oui 

<n  O 


EXECUTIVE 


CONSULTING 

/  Substantial  Income 
/  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
/  Financing  available 
/  Work  part  or  tull-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-660-0330 
Mon-Fri,  9am  -  5:30  pm,  CST 


Confidential  Banking 


tor  your  Wealth  Management  we  offer: 
•Protection  from  Lawsuits 
•Brol<erage  Sen/ices 
•Reduce  Income  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


VEII1IIRECAFI1AI 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVI,  Cayman 


'Private  Investors 
*QiiaUrs>  Business  plans 
'Workouts 
•Incorporations  (all  50  states) 

Heller  Capital  1-800-619-3087 

HTTP;//www.hellercap.com 
Offices  in  FL.,  MA.,  CA.,  U.K. 


Tnists.  Bank  &  Securines  Accts, 
Credit  C^rd$ 


Visa/MC/Amex 

(800)  551-9105 

http  7/w\vw.  sky  surf .com/ucs 


G,, 


""Pin 


Franchise 

your  business! 

For  the  expert  help  you  need  call 
1-800-FRANCHISE 
(1-800-372-6244) 

^rancorp' , 


Hospital 
Robberies 

Our  proprietary  system  of  reviewing 
hospital  bills  for  overcharges  has  created 
a  highly  lucrative  niche  business  for  the 
past  1 1  years.  With  studies  revealing  that 
97%  of  all  hospital  bills  contain  mistakes, 
patients  and  their  insurers  gladly  pay  us 
fifty  cents  of  every  dollar  we  recover  in 
refunds.  This  business  works  with  all 
kinds  of  insurance.  We're  now  training 
entrepreneurs  in  other  cities  to  dupUcate 
our  success.  Very  substantial  income  po- 
tential. Home-based  okay  -  part  or  full- 
time  $10,000  investment  required.  Call 
for  more  information  including  free 
literature  &  video  tape:  (800)700-7089. 


■mmm 


INCORPORATE  IN  DELAWARE 


Spedotsts  in  setting  up  Delowoie  Coporations.  General,  Aircrott. 
Boot  &  Shell  Cocporations,  Coll  or  wiite  tot  our  fflff  KIT 
(D^Miare        Wt  pnvUe  conMtttU 

%isrry;  qiaStysenktfero 
Lid  Jjti  r»flf«»oifc  rati. 

351 1  Silverside  Rd,  /105-FB  •  Wilmington,  DE  US*  19810 
302-477-980O  •  80O-32K0RP  •  FAX  302-477-9811 
E-moil:  corp@delieg.coni  •  latermt:  hltp://delreg.com 


Unlversitv  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in:  Business  Admin.  Public  Admi 
Health  Care  Admin,  Human  Resources. 
Finance,  International  Business,  Tech  Mgrr 
Law,  Paralegal,  Psychology  Call  lor  brcxhu 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  St -F,  Santa  Ana.  CA  92705 
http://v™/w.scups.edu 
Email:  enroll@scups.edu  


MBA  BY  Distance  Learnin 

Maior  Britisfi  university  oflers  accredited  MBA, 
Bachelor's  or  GMAT  needed  Ctiosen  by  Econom 
Intelligence  Unit  as  one  of  world's  best  MBA  prograrr 

HERIOT-WAn  UNIVERSITY  ;  (800)  MBA-07( 
North  American  Distnbutor  I  Ask  tor  ext. 
6921  Stockton  Ai/e.  Suite  C,  El  Cernto.  CA  9453C 
For  immediate  FaxBack  literature:  from  yoi 
fax  machine's  phone,  call  (510)  486-8900. 


COLLEGE  DEGREI 

BACHB-OR'S  •  master's  •  DOCTORA 

For  Work.  Life  and  Academic  Expenenc 

Earn  your  ciegree  throug 
convenient  home  stucty 

(800)  423-3244  ex.  18 
Fax:  (310)  471-6456 

send  detailed  resume  (or  fsf £  EVtLuti 

Pacific  Western  Universil 

1210Auahi  Street,  Dept,249,  Honolulu,  HI  96814-492: 


It  keeps 
more  than  ■ 
memories 
alive 


THE  AMERICAN  HEART 
ASSCriATlON 
MEMORIAL  PRCERAM. 

1-800-242-8721 


Ameiican  Heart  Association 

This  spoce  provided  as  a  public  service 


Forbes  -reach  the  affluent- 

CAPITALIST  ?€iOL® 

1 


brbes 


a 

Ikili'lWIIIMIIIIHIIIi'lll 


r 


$350,000++  Potential 
AnnuaUy  FROM  HOME 

K  aiid  more  possible  annuaDy  from  one-tinie 
,jp  of  less  than  $10K.  $75K  polenual  1st  few 
ths.  One  year  old.  global  company, 
-through  product  and  profit  structure.  Work 
wherever  you  have  phone.  fa.\.  No  in\  ciilon. 
Uing  expenence  required.  No  nicctinL's,  not 
,1.  CaU  now— 1-800-432-0018  x2776^U.i  24 
2  minute  message. 


EXECUTIVE  GIFTS 


ack  pain? 


Bnsed  on  the  Alexander 
inique,  PosturEvolutlon  Is  not 
iimply  a  seating  device,  it's 

ong-term  approach 
to  back  care. 

'Ill  seat  support  guides  you 

into  sitting  properly. 
\nd  good  posture  can  lead 
I  immediate  comfort  and  to 

lasting  relief. 


800  892  0363 


VESTMENT  GEMSTONES 
JARANTEED  EIQUIDITY!! 
We  buy  &  sell  Diamond.s 
and  all  Precious  (icmstones. 
rec  wholesale  catalo(»  sinet  l%71 
Member:  Jewelers  Htmrtl  of 
Trade  &  Chamber  of  Commerce. 

HOLSE  OF  ONYX 
Main  .St.,  Greenville,  KV  42345 
Ofl-844-.M00  or  FAX  502-,1JS-%05 


Classified 


Begin  part  time  and  keep  your  present  job! 


35+  Hot  Businesses  you  can  run 
at  home  with  a  computer 

Now  you  can  set  up  and  run  your  own  computer 
services  business  right  in  your  home. 
Only  CBSI  gives  you  everything  you  need: 

computer  equipment,  software,  step-by-step 
training — vou  do  not  need  to  own  or  know  how 
to  use  a  computer. 

Why  work  for  someone  else? 

Enjoy  personal  and  financial  freedom 
with  CBSI  experts  behind  you! 

Get  FREE  cassette  tapes  and  information  kit. 

Call:  1-800-343-8014,  Ext.  5014  ^« 


If 


BOOMIHOeS/PUBllSHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subjects  considered: 
Fiction,  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD.  LONDON  SW7  300,  ENGLAND 


SWISS  ALPS 


The  "Hikers  Paradise."  Moderate 
optional  length  DAY  hiking  on  skyline 
trails.  Basing  1  week  at  12  charming 
3-4  star  mountain  inns.  Our  20th  year. 
Free  color  brochure,  (330)  867-3771. 
ALPINE  ADVENTURETRAILS  TOURS,  INC. 

783  Cliff  side  Dr.  218,  AKRON  OH  44313 


Send  for  a 

FREE 
CATALOG 

'■  business  books  for  sole 


Write  to: 

Free  Business  Catalog 
U.S  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


by  the  U.S.  Government! 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


AMnchtsive  fractional  oimership  of 
Learjet"  and  Omllenger'-  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


1 


BUSINESS 

JetSolutimis 

The  ExEci'Tiv'E  Aviation  Affillate  of 

AmerlcanAirllnes' 


FINE  ART 


DALI 

Codect  Rare,  Authenti 
Limited  Edltrons 
from  $  2S00 
CALL  FOR  CATALOG 

1-800-999-DALI 

or (310)  798-1360 


SILVERSTATE  FINE  ART 


EXECUIIVE  GIFTS 


TShip  &  Ya€ht\ 
\reproductjons  \ 

\    Built  By  ^Mast^r  Craftsmen  \ 


Limited  Edition  &  Custom  Yachts 

SEACRAFT  ™ 


7850  E.  EmsRd.  mS.  Sconsil3le  AZ  85260 
Fax  (602)  998-2314 
{Call  (800)  356-1987  For  Our  Catalog  i 


Pfttty  Drevtng  Experience 

is  available  year  round  at  -^^  ■  ■  ■  ,  Las  Vegas, 

and  Walt  Disney  Worlr-  urses  to 

choose  from  with  r:ij'  .  '9.99. 

For  more  information  anc  a  tret  DiO'.nure,  call: 

IBOOBiPBTtY 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINOA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


WW  w.torDes.com 


site  Directory 

FOitliES  ADVERTISERS  on  the 

addre^es  listed  befow. 


American  Century  Investments 

www.americancentury.com 

Coopers  &  Lybrand  L.L.P. 

www.colybrand.com 

1 

Oracle 

www.oracle.com/ 

Americcin  Express  Financial  Direct 

www.americanexpress.com/direct 

Fidelity  Investments 

www.fidelity.com 

PLATINUM  technology,  inc. 

www.platinum.com 

ARAMARK 

www.aramark.com 

Cabelli  &  Company 

www.gabelli.com 

The  Regent  Beverly  Wilshir 

www.rihi.com 

Bayer  Corporation 

www.bayeru5.com 

CMC  Truck 

www.gmc.com/jimmy 

Saab  USA 

www.saabusa.com 

Cadillac  Motor  Division 

www.cadillac.com 

Honda 

www.hionda.com 

The  Southern  Company  H 

www.southernco.com 

State  of  California 

commerce.ca.gov 

Hyatt  Hotels  and  Resorts 

www.fiyatt.com 

St.  Paul  Companies,  inc. 

www.stpaul.com 

Charles  Schwab  &  Co.,  inc. 

www.schwab.com 

Jaguar  Cars 

www.jaguarcars.com/us 

T.  Rowe  Price 

www.troweprice.com 

Chrysler  Car 

www.cfiryslercar.com 

J. P.  Morgan  &  Co. 

www.jpmorgan.com 

Toyota  in  America 

www.  toyota  usa.com 

CIGNA 

www.cigna.com 

Kingston  Technology 

www.  kingston.com 

Toyota  Motor  Sales 

www.toyota.com 

The  CIT  Croup 

www.citgroup.com 

Lincoln  Town  Car 

www.lincolnvefiicles.com 

United  Parcel  Service 

www.up5.com 

Cincinnati  Financial 

www.cinfin.com 

Management  Recruiters  International 

www.mrinet.com 

Westin 

www.westin.com 

Continental  Airlines,  Inc. 

www.flycontinental.com 

Novartis 

www.novartis.com 

mm. 


The  other  is  information.  Because  no  bank  moves  a  single  dime  without  it.  And  helping 
clients  manage  information-T^not  just  process  it— is  what  Unisys  does  best.  That's  why 
Unisys  is  the  choice  of  the  world's  most  intensive  users^f  information. 
Call  for  details  and  learn  what  clients  like  Union  Bank  of  Switzerland  learned.  When  it  takes 
information  to  run  your  business,  jt.takes  Unisys  to  h^lp  you  run  it  better. 


One  of  them  is  mo 

ban 


UNISYS 

When  information  is  everytl 

http://www.unisys.com  or 
1-800-874-8647,  ext.  222^, 


EDITED  DY  DERO  A.  SAUNDERS 


"The  more  things  change..." 


70  years  ago  in  FoRfiES 

(From  thi-  issri  (M  Apr.  1,  1927) 


If  Forbes  ads  can  sell  cars,  reasoned 
cruiser-maker  ACF,  why  not  yachts? 


"General  business  conditions  in 
Detroit  continue  to  show  an  encour- 
aging tendenc)'  to  betterment,  though 
from  ail  employment  standpoint  they 
are  still  behind  last  year.  There  are 
close  to  50,000  fewer  operatives  now 
employed  than  a  year  ago,  but  more 
men  are  steadily  being  taken  on  at  the 
rate  of  close  to  2,750  a  week." 

"In  the  writer's  opinion,  Florida 
has  reached  the  tail  end  of  her  dis- 
turbances. There  may  be  a  few  more 
episodes  such  as  the  run  on  several 
banks  in  West  Palm  Beach,  and  a  few 
more  real  estate  developments  may 
go  the  way  of  Boca  Raton.  But 
the  worst  unquestionably  is  over." 

-B.C.  Forbes 

60  years  ago 

(From  the  issue  of  Apr.  1,  1937) 
"If  every  seat  in  every  movie  theater 
in  the  United  States  were  occupied 
at  the  same  time,  there  wouki  be 
10,440,632  persons  in  the  audi- 
ences." -Film  Daily  Tear  Book 

"Late  in  JMarch,  revenue  passenger 
number  500,000  stepped  aboard  the 
streamlined  Hiawatha  train,  spot- 
lighting the  payoff  on  one  of  the 
most  profitable  modernization 
moves  in  railroad  history.  Since  May 
1935,  when  the  Chicago, 
Milwaukee,  St.  Paul  &  Pacific  put 


the  steam -powered  train  in  service 
between  Chicago  and  Minneapolis, 
the  twin  Hiawatha  units  have  aver- 
aged 758  paying  passengers  a  day. 
Gross  revenues  have  been  $3.62  a 
train-mile,  out-of-pocket  operating 
expenses  $1.13  a  train-mile,  which 
leaves  $2.49  a  train-mile,  or  roundly 
a  total  of  a  million  dollars." 

50  years  ago 

(From  the  issue  of  Apr.  1,  1947) 
"Industrial  production  has  been  ris- 
ing slowly  but  steadily  in  East  Coast 
states  for  the  last  ten  months.  Factory 
output  has  increased  approximately 
18%  since  tiie  end  of  tiie  coal  strike 
last  May.  With  production  zooming 
in  nearly  all  lines  of  merchandise, 
retail  sales  for  the  year  to  date  in  this 
area  are  14%  above  last  year." 

"Borrowing  from  the  sports  page. 
Midwest  executives  have  hit  upon  an 
exciting  and  practical  idea  to  combat 
current  production  difficulties  and 
disturbed  morale  in  their  factory 
towns.  It's  baseball — with  sex  appeal, 
in  the  form  of  a  sensational  new  All- 
American  Girls  Baseball  League  (the 
'Belles,'  'Peaches,'  'Daisies,'  etc.), 
locally  organized,  owned  and  run  on 
a  nonprofit  basis,  with  turnstile  sur- 
plus going  to  local  recreation." 


Racine,  Wis.  factory  manager  with  two 
of  his  Racine  "Belles"  softball  team. 


25  years  ago 

(From  the  issue  of  Apr.  1,  1972) 
"After  nine  years  in  the  red,  Kat\' 
Industries'  Missouri-Kansas-Texas 
Railroad  has  turned  a  profit.  Behind  it 
was  the  cost-cutting,  strict-budget- 
control  management  style  of  M-K-T's 
new  chairman,  Reginald  Whitman, 
witii  this  railroad  only  a  }'ear  and  a 
half  Whitman's  aim:  to  break  even 
while  continuing  to  rebuild  the  road." 


"For  people  who  want  to  advance 
their  education  and  their  job  potential 
but  can't  find  the  time  and  money  to 
return  to  school,  the  College 
Entrance  Examination  Board  has  for 
the  last  five  years  been  running  a 
College-Level  Examination  Program. 
Marks  made  on  clep  exams  are 
accepted  for  credit  at  over  1,000  col- 
leges and  universities." 


10  years  ago 

(From  the  issue  of  Apr.  6,  1987) 


Samuel  Adams  brewer  James  Koch. 


"James  Koch  quit  a  $250,000-a-year 
management  consulting  career  to 
make  Samuel  Adams  beer,  which  costs 
a  dollar  a  case  more  than  premium 
import  Heineken.  Koch  is  a  sixth-gen- 
eration brewer:  'My  family  was  brew- 
ing beer  when  Eberhard  Anheuser 
was  selling  soap,'  he  says.  His  recipe 
literally  came  from  his  great-great- 
grandfather, who  in  St.  Louis  in  the 
1870s  made  an  amber,  thick,  spicy^ 
beer  called  Louis  Koch  Lager.  Sure 
that  he  had  something  special  in  that 
old  recipe,  Koch  took  personal  savings 
of  $100,000,  plus  $300,000  from 
friends,  and  in  1984  lined  up  a 
Pittsburgh  brewery  with  excess  capac- 
ity' to  brew  Samuel  Adams,  sold  main- 
ly in  New  England,  Pittsburgh, 
Washington  and  Philadelphia." 

"Washington  budgetmakers  will 
weep  if  they  look  at  Hong  Kong's 
books.  Last  year  the  Crown  Colony 
recorded  a  surplus  of  3  billion 
Hong  Kong  dollars  ($385  milHon 
U.S.).  Economic  growth  of  9%, 
powered  by  a  15%  rise  in  exports 
(double  the  projected  rate),  pro- 
duced an  unexpected  tax  bonanza 
and  the  surplus.  The  government 
responded  by  cutting  personal  and 
corporate  tax  rates  by  0.5%  to 
16.5%  and  18%,  respectively."  M 
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THOUGHTS  OK  THE  BUSINESS  Of  LIFE 

thoughts@forbes.com  a    '         ,   .  r 


I  have  just  spent  a  week  at 
a  southern  resort  patronized 
mainly  by  retired  businessmejt 
and,  for  short  visits,  vnen 
still  active  in  business. 
Not  one  of  the  retired  men 
appeared  to  be  enjoying 
life.  They  impressed  one  as 
being  painfully  bored.  They 
entered  into  nothing  with 
keen,  eager  zest.  They  seemed 
to  find  life  aimless,  joy- 
less, useless.  On  the  other 
hand,  those  still  in  the 
thick  of  battle  obviously 
enjoyed  immensely  their 
brief  period  of  playtime. 
They  threw  themselves  into 
recreation  with  vim,  vigor, 
enthusiasm.  They  were  ob- 
viously as  happy  as  school- 
boys out  for  recess. 

-B.C.  Forbes 


A  Text .  .  . 

And  be  not  conformed 
to  this  world:  but  be 
ye  transformed  by  the 
renewing  of  your 
mind,  that  ye  may 
prove  what  is  that 
good,  and  acceptable, 
and  perfect,  will  of 
God. 

-Romans  12:2 


Sent  in  by  Harold  J.  Mintern, 
Pinellar  Park,  Fla. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


And  Joseph  made  it  a  law 
over  the  land  of  Egypt 
unto  this  day,  that 
Pharaoh  should  have 
the  fifth  part. 
-Genesis  48:26 

The  Eiffel  Tower 
is  the  Empire  State 
Building  after  taxes. 

-Anonymous 

There  is  hardly  an  American 
citizen  above  the  poverty 
level  whose  tax  conscience 
is  so  clear  that  he  isn't 
scared  of  being  audited. 
-Anonymous  IRS  agent 

Of  all  debts,  men  are 
least  willing  to  pay 
taxes.  What  a  satire  is 
this  on  government! 

-R.\LPH  Waldo  Emerson 


There  is  no  art  which  one 
government  sooner  learns 
from  another  than  that  of 
draining  money  from  the 
pockets  of  the  people. 
-Adam  Smith 

Next  to  being  shot  at  and 
missed,  nothing  is  quite  so 
satisfying  as  an  income 
tax  reftind. 
-F.J.  Raymond 


The  "Thoughts"  three-volume  boxed  set  and  indi- 
vidual volumes  are  now  out-of-print.  They  will  be 
replaced  by  a  new,  deluxe  one-volume  edition,  with 
more  than  12,000  quotes,  which  will  be  ready  this 
spring.  Details  on  price  and  availability  will  follow. 

The  "Thoughts"  Screen  Saver  Collection  for  your  PC 
(Windows  3W'  diskette),  with  more  than  2,000  quotes,  is 
now  available  for  only  $19.95,  plus  $3.00  for  shipping 
and  handling  (add  sales  tax  where  applicable).  To  order, 
please  call  our  toll-free  number,  1-800-876-6556. 


Civil  servants  and  priests, 
soldiers  and  ballet  dancers, 
schoolmasters  and  police 
constables,  Greek  museums 
and  Gothic  temples,  civil 
list  and  services  list — 
the  common  seed  within 
which  all  these  fabulous 
beings  slumber  in  embryo 
is  taxation. 
-Karl  Marx 

From  a  tax  point  of  view 
you're  better  off  raising 
horses  or  cattle  thaii 
children. 

-Representative  P.\t  Schroeder 

In  constitutional  states 
liberty  is  compensation  for 
heavy  taxation;  in  despotic 
states  the  equivalent  of 
liberty  is  light  taxes. 

-MONTESQUIELT 

In  levying  taxes  and  shearing 
sheep  it  is  well  to  stop 
when  you  get  down  to  the  skin. 
-Austin  O'Malley 

The  taxpayer — that's  someone 
who  works  for  the  federal 
government  but  doesn't  have 
to  take  a  civil  service 
examination. 
-Ronald  Reagan 

We  don't  pay  taxes.  Only 
little  people  pay  taxes. 

-Leona  Helmsley 

For  taxpayers  who  must  deal 
with  the  IRS,  it's  often 
a  David  versus  Goliath  fight 
that  leaves  David  the  tax- 
payer without  a  shngshot. 
-Representative  Nancy  L.  Johnson 

I  can't  make  a  damn  thing 
out  of  this  tax  problem. 

-Warren  G.  Harding 
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[m  8  am-S  p'm  EST,  In  Canada,  call  1 800  465-3299  (I0#  45294).  zmHz  denotes  internal  clock  speed  of  the 
microprocessor  only:  other  factors  also  affect  applicsion  performance.  3GB  :r billion  bytes.  *May  be  preloaded, 
included  on  a  CD  or  available  to  order  on  a  CO.  Diskettejand  hard  copy  documentation  available  at  extra 
charge.  SModel  EEPERF.  Estimated  IBM  authorized  retailer  price.  Actual  prices  may  vary.  Other  models  range  up 
to  $2,999.  IBIifl.  ThinkPad,  TrackPoint  III  and  Solutions  for  a  small  planet  are  trademacia  of  International 


DentiUm*  ^"^'"^^^  Machines  Corporation.  Lotus  and  SmartSuite  are  registered  trademari<s  of  Lotus  Development  Corp. 
It.  o  c  .  s  >  o  .    The  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corp.  ©1997  IBM  Corp. 


For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 


You  could  also 
have  a  ThinlcPad. 


No  reason  to  let  a  little  thing  lil 
money  stand  between  you  andi 
ThinkPad.  Because  now,  for  lei 
than  $2,000,  you  ean  have  one 
your  own— with  Pentium®  processl 
power,  integrated  TrackPoint  I 
award-winning  design  and  th 
unmatched  ThinkPad  "feel."  Jt 
call  I  800  426-7255;  ext.  .5011,  f 
more  details  and  to  find  out  whe 
you  can  buy  one.  Or  come  vi 
us  at  w  w  w.pc. ibm.com/thinkpa 
A  better  place  to  thir 


ThmlcPad 


Thinl<: 


1 


1. 1  i.i.t  1 1 » 

'  r  f.  I,  f.  f  I  I  I 
p  »  (  f.  (  t  : 
•  •  '  f. :  (  t  - 


ilunkhui  M)',\l) 
l2()MHzr  pmci-ssor,  8MB  nwmon.  1.Q8GB' 
hard  disk,  11.3-inch  screen,  TrackPoint  IB, 
4\  CD-ROM.  Lotus  SmartSuile.'  $L899f 


Solutions  for  a  small  planet 


Go  ahead  and  he  intolerant.  The  next  time 
someone  brings  you  the  same  old  mass  media 
solution  to  your  marketing  problem,  close 
your  mind.  Shut  the  door.  Isn't  it  obvious,  by 
now,  that  there  are  a  lot  of 
new  alternatives  and  oppor- 
tunities available.^  And  if  the 
people  you're  relying  on  for 
advice  don't  get  it  .  .  .  well, 
they  just  don't  get  it. 


Are 


The  horizon  of  emerging 
media  is  so  expansive,  and 
the  possibilities  so  abundant, 
it's  difficult  to  narrow  your 
focus  on  the  most  obvious 
opportunities.  Unless,  of 
course,  you're  in  business- 
to-business  marketing,  where 
the  opportunities  are  obvious. 


Business-to-business 
marketing  is  the  sure  bet  of 
electronic  commerce.  Analysts 
predict  that  business-to-business 
Internet  commerce  will  grow 
from  a  $500  million  to  a 
$67  billion  industry  in  just  the 
next  three  years.  It  will  happen, 
because  it's  one  of  the  only  sectors  where 
businesses  can  actually  use  new  technologies  to 
do  marketing,  right  now. 

Over  half  the  domestic  population  of  the  Net 
are  "techxecutives,"  business  decision-makers  who 
spend,  on  average,  21  hours  a  week  in  li'ont  of  a 
computer  screen.  The  networked  computers  and  big 
bandwidth  connections  are  already  in  place,  and 
transaction  security  is  not  a  hang-up,  because  most 
bills  are  settied  by  monthly  accounts. 


YOU 

open 

to  some 

really 


Our  intense,  20-year  focus  on  busincss- 
to-business  marketing  enabled  us  to  be  one  of 
the  first  to  incorporate  electronic  commerce 
solutions  into  integrated  marketing  commu- 
nications programs.  That's 
why,  as  far  back  as  1994, 
digital  guru  George  Gilder 
said,  "In  general  advertising 
is  going  to  change  completely. 
I  think  Hensley  Segal 
Rentschler  is  already  there." 
It's  also  why,  a  year  later, 
Advei'tisinjj  A/jc  named 
Hensley  Segal  Rentschler 
the  "Business  Marketing 
Agency  of  the  Year"  for 
"foresight  and  innovation  in 
the  new  media  revolution." 


NARROW  MINDED 


thinkin^i 


And  still,  we're  not 
propellerheads .  We're  ad 
agency  people  who,  as  savvy 
strategists,  forced  ourselves 
early  on  to  understand  how 
to  add  electronic  commerce 
to  our  pallet  of  advertising, 
direct  mail,  public  relations 
and  sales  promotion  in  order 
to  provide  maximum  support  for  our  clients. 
And  we're  available  immediately  to  paint  from 
that  pallet  for  you. 

Call  us  narrow-mincied.  Call  us  focused. 
But  whatever  you  do,  call  us  so  that  we  can 
open  your  mind  to  the  undiscovered,  growth- 
filled  potential  in  your  marketing  program. 

Hensley  Segal  Rentschler 

NICHE     MARKETING  COMMUNICATIONS 


Voice:     513.671.381 1  Fax:     5 1 3.  f>7 1  .S 1 63 


Net:  sci>al<§lisr.c(}))t 


■w-vi'ic.  Iisr.  cum 


I 


Announcing  Vision  Suite',"  the  first  software  designed  to  replicate  your  AS/400'  data  to  mu 

1        tiple  sites  in  real  time.  With  Vision  Suite,  you  have  instantaneous  information  availat 

wherever  you  need  it,  for  up-to-the-second  data  and  high  systems  availability  Yol 


Business 
Partner 


can  also  use  it  for  workload  balancing  and  unlimited  horizontal  growth,  linking  up  to  10,00 


In  nature, 
perfect  replication 
is  extremely  rare. 

In  business  today, 
it's  essential. 


In  fact,  Vision  Suite  Inas  already  been  up  and  running  at  complex  sites  in  Fortune  500  companies 
nd  the  globe.  Most  important,  it's  from  the  world  leader  in  data  replication  and  propagation, 
M  premier  business  partner.  To  learn  more  about  how  perfect  replication  can  help  your 
less,  call  Philip  Marlowe  at  (800)  683-4667  or  e-mail  at  info@visionsolutions.com. 


VIS 


SOLUTIONS 


®1997  Vision  Solutions,  Inc.  Vision  Suite  is  a  trademark  of  Vision  Solutions,  Inc  All  other  trademarks  are  the  properties  of  their  respective  owners. 


AMD  chips  help  carry  half 
of  all  cellular  phone  calls  in 
Europe.  Chips  that  help  make 
international  communication  — 
of  voice  and  data  —  faster, 
simpler  and  clearer  Telephone 
networks,  however,  are  just  one 
way  AMD  helps  you  stay  con- 
nected globally  Today,  our  chips 
help  carry  80%  of  all  Internet 
traffic.  So  whether  by  voice-mail 
or  e-mail,  AMD  helps  keep 
your  ever-changing  schedule 
on-schedule.  Visit  our  website 
or  call  1-800-222-9323. 


1^ 


AMD  Flash  Memory  chips 
consume  very  little  power  yet  deliver 
the  rugged  performance 
today's  cell  phones  demand. 


AMD^ 


www.amd.com 


LOOKING  SHARP  IN  THE  OFFICE: 


Whv  work  out?  A  wraparound  Tummy  Tucker  keeps  you  looking 
fit  even  when  vou  aren't.  Lau^jh  at  your  coworkers  as  they  stupidly  trudge  off  to  the  gym. 


Take  years  off  your  looks  with  miraculous  Hair-hi-A-Can.  Soon 
you'll  he  joining  others  in  telling  side-splitting  "haldy" jokes.  And  look  sharp  doing  it! 


Use  Microprint  one.  The  versatile  paper  that  works  like  a  jewel  in  faxes,  copiers  and 
printers.  And  because  your  documents  look  good,  you'll  look  good.  Isn't  that  what  it's  all  about? 


-^^^  GeoryJa  Pac'tfic  Papen 

IVIierc^wint 

Any  machine.., One  Paper. 


one 


Available  at  Staple^ 
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Is  Intellectual  Capital  the  New  Wealth  or  the  Latest  Consulting  Wank? 


Counting  What  Counts  Everyone  knows  that  in  the 
O  I  information  age  the  smartest  companies  win.  But 
can  intangibles  such  as  imagination  and  inventiveness  ever 
be  legitimate  ledger  entries?  ASAP  looks  at  both  sides  of 
this  vexing  question. 


O  A  The  Old  Rules  No  Longer  Apply  Traditional 

accounting  may  be  the  last  refuge  of  those  who 
relieve  that  things  are  assets  and  ideas  are  expendable. 
No  wonder  the  usefulness  of  financial  reports  has 
become  questionable.  By  Baruch  Lev 


O      Major  Boo-Boo  Information  does  not 
O  O  behave  like  any  hard  asset  you  know.  If  you  think 
50,  you'll  get  everything  wrong  about  IC.  By  Rich  Willis 

Q  Q  SEC  Loves  Intellectual  Capital  Uncertainty  about 
O  O  the  true  value  of  technology  companies  causes 
volatility,  and  volatility  worries  the  Securities  and 
Exchange  Commission.  Solution?  Use  information  that 
'makes  financial  statements  increasingly  relevant. 
An  interview  with  SEC  Commissioner  Steven  Wallman 

A  (\         Metrics  for  a  New  Age  An  entry-by-entry 
ir\/ proposal  for  a  novel  way  to  bring  your  financial 
'eports  up  to  the  warp  speed  of  today's  brain-driven 
economy.  By  Michael  S.  Malone 
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You're  a  Fool  If  You  Buy  Into  This  Clowns  and 
bubbleheads  are  those  who  promote  this  new  fad. 


The  only  people  more  clueless  about  business  are  those 
in  business  who  will  buy  this  baloney.  By  John  Rutledge 

A  C  We're  Microsoft,  We  Don't  Need  IC  The  CFO  of 

the  smartest  800-pound  gorilla  on  Earth  is  doing 
just  fine,  thank  you,  without  any  touchy-feely  new 
accounting  system.  By  Mike  Brown 


>l'liil'lil«M 


A  Q  Business  Wins,  Organization  Kills  All  you  navel- 
gazers  out  there,  listen  up!  Business  is  what  you  do, 
and  an  organization  is  how  you  do  it.  Use  chips 
and  the  intranet  to  learn  about  your  customers, 
not  yourselves.  By  Stan  Davis 

("  O  It  Comes  Down  to  Two  Things  For  the  reigning 

queen  of  the  cyberscene,  intellectual  capital  means 
using  the  Internet  to  meet  your  customer  one-on-one.  Oh, 
yes,  and  hire  the  best  people  possible  despite  all  the 
temptations  not  to.  An  interview  with  Esther  Dyson 

r*  A  Get  Real:  One  Metric  Matters  "Speed-to-market"  is 
O  w  the  hot  new  measurement  to  rank  innovative  com- 
panies. Wrong!  "Mean-time-to-payback"  is  what  customers 
use  to  size  you  up.  By  Michael  Schrage 


/'  O  Get  Smart  The  good  news  about  the  bad  news  that 
w  O  only  the  brainy  will  survive:  All  sorts  of  cool 
tools — simulation  software,  intranets,  push  applications — 
exist  to  raise  your  company's  IQ.  By  Lee  Patterson 
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C  IC  Equals  Power  Sure,  the  stone  ax,  the  steam 
\JsJ  engine,  and  the  computer  have  given  certain  tribes 
a  competitive  edge.  But  the  raincoat?  Who  but  a  sardonic 
Brit  could  understand  its  significance?  By  James  Burke 

■7/\  Here  Come  the  Consultants  If  you  missed  your 
/  \J  chance  to  buy  into  reengineering  and  total  quality, 
don't  despair:  Now  you  can  shell  out  big  bucks  for  some- 
one in  J.  Lobb  lace-ups  to  tell  you  that  knowledge  counts. 
By  Michelle  Jeffers 

"T^  A  Way  Too  Short  History  of  Fads  You  don't  have 

/  Am  to  look  back  very  far 
to  realize  there's  never  been  a 
shortage  of  new  and  expensive 
ways  to  tell  corporations  what 
they  already  know. 
By  Michael  S.  Malone 
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^/^The  Big  Crash  of 
/  O  Convergence  In  the 

future,  many  of  us  believe, 
books,  television,  telephony, 
interactive  software,  and  just 
about  everything  else  will 
merge  into  one  rich  digital 
broth.  The  technological  prob- 
lems can  be  solved.  But  who 
will  own  all  those  zeros  and 
ones?  By  Ray  Kurzweil 

Q/\Who  Owns  Thought? 

Ov  Making  an  exact  copy 
of  a  car  costs  a  lot,  which  is 
why  we  have  car  companies. 
Copying  software  is  easy, 
though,  which  is  why  we  have  a  plague  of  lawyers. 
By  Tom  Bethell 

Q  Q  The  "Homebrew"  Letter  Once  upon  a  time,  a  kid 
O  O  named  Gates  realized  he  was  making  about  $2  per 
hour  because  some  people  didn't  want  to  pay  for  software. 
In  this  cranky  1976  missive,  we  hear  the  birth  of  a  billionaire. 

OA  Singapore  Sting  Want  $10,000  worth  of  software 
Onr  for  $15?  Just  drop  in  on  one  of  the  hundreds 
of  piracy  ba/aars  in  Asia.  Our  correspondent  did  in 
Singapore,  along  with  the  cops.  By  Richard  Rapaport 


Whether  in  football  or  business  that  can  mean  dropping 
the  ball  in  a  big  way.  By  Bill  Walsh 

f\  ^  The  Value  Chain:  Online  Advertisers  Must  j 

Beware  Electronic  publications  are  far  different 
from  words  on  paper.  Those  with  an  ad  pitch  must  create 
new  business  models  or  risk  falling  behind  in  these 
quickly  changing  times.  By  William  Davidow 

fy  A  The  Unknown  Entrepreneur:  The  Frog  and  the 
/tm^  Scorpion  Just  when  the  mighty  Mo  brings  in  the 
white  hats  to  beat  back  the  black  hats,  the  good  guys  go 

bad  on  him.  Will  an  IPO  come 
to  the  rescue?  By  Mo  Schumpeter 

"T  The  Terminal  Investor: 
Am  /  Picking  the  Best  Stock- 
Quote  Service  It's  good  to  be 
able  to  take  your  portfolio's  pulse 
whenever  you  want.  It's  even 
better  when  your  computer  tells 
your  pager  when  a  stock  is  drop- 
ping. By  Michael  Gianturco 


O  f  \  ^^^^^  Keeps  Its  Promise 

y\3  "Today,  I  await  the  death 
of  television,  telephony,  VCRs, 
and  analog  cameras  with  utter 
confidence  as  Moore's  law 
unfolds."  Rupert  Murdoch,  Ted 
Turner,  John  Malone,  are  you 
listening?  By  George  Gilder 


96 


The  Big  Picture:  Their 
Own  Worst  Enemies  If 

the  digerati  are  going  to  protect 
their  freedoms,  they  need  to  stop 
thinking  that  cyberspace  is  some 
thing  completely  new  and  different.  By  Virginia  I.  Postrel 

Q  Q  Mores:  Buttoning  Up  the  Business  Software 

programmers  pride  themselves  on  being  the  best  ! 
and  the  brightest.  So  why  must  they  dress  like  dumb  and 
dumber?  By  Owen  Edwards 

/\  /\  The  Peters  Principles:  Thrashed  by  the  Real 
I  v/  \J  World  Startups  are  a  bitch,  communication  always 
sucks,  and  other  hard  truths  about  the  business  of  trying  to 
create  a  business  from  His  Excellency.  By  Tom  Peters 
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Our  Customers  Feel  Free,  to  pursue  interests  that  go  beyond 

computer  data  backup.  They  realize  it  can  take  less  than  a  second  for  a  drive  crash,  virus 
or  voltage  spike  to  destroy  their  most  valued  computer  component  —  information. 
But  they  also  know  their  priceless  data  is  backed  up  by  Exabyte. 

In  fact,  more  than  one  million  Exabyte  tape  storage  devices  are  hard  at  work  right  now 
—  onboard  the  space  shuttle  and  under  the  sea,  and  in  homes  and  offices  like  yours. 
Exabyte  is  the  largest  company  dedicated  solely  to  the  design  and  production  of  tape 
storage  systems  —  with  capacities  ranging  from  680  megabytes  to  3.2  terabytes. 

Today,  Exabyte  tape  drives  and  automated  tape  libraries  remain  the  first  choice  of  the 
world's  leading  computer  manufacturers  and  resellers,  i 

For  more  information  visit  our  web  site  at:  http;//www.exabyte.com 

Exabyte.  Since  1985,  helping  you  make  the  best  of  backup. 

©1997  Exabyte  Corporation.  Exabyte  is  a  trademark  of  Exabyte  Corporation  Exabyte  Corporation,  1685  38th  Street,  Boulder,  Colorado  80301  USA. 


don't  just  make  better  software.  We  make  better  companies. 


o  that  by  giving  you  a  better  return  on  information.  A  better  return  on  information 


s  meeting  customers'  needs  faster.  It  means  making  the  most  of  changes  m  the 


;tplace.  It  means  increased  revenues,  profits  and  growth  opportunities. 


ter  return  on  information  means  different  things  to  different 


anies.  But  it  always  means  a  better  company.  And, 


SAP  has  helped  nearly  7,000  companies  in 


intries  become  just  that. To  find  out  what 


er  return  on  information  can 


you,  visit  us  at  http:// 


sap.com  or  call 


D-283- 
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Return  (hi  liijorDialiou! 


1*^     Sir  Isaac  Newton 
took  known  facts, 
^HHV  formed  a  theory  to 
explain  them,  deduced 
consequences,  compared 
results  with  other  data,  and 
created  a  means  for  explanation 
and  prediction. 

Nearly  rendered 
unconscious  by  a  large,  falling 
apple,  Newton  awakened  to 
the  realization  that  he  had 
just  discovered  gravity.  This 
seemingly  insignificant  event 
led  him  to  provide  humankind 


HOW  CAN  A  BLOW  TO  THE  HEAD  HELP 
YOU  SEE  MORE  CLEARLY? 


AT  ACXIOM,   WE   KNOW  THAT  WHEN   THE   RIGHT  DATA 
IS   DELIVERED,    KNOWLEDGE   FOLLOWS  QUICKLY. 


with  a  bold  new  concept  of 
the  universe. 

At  Acxiom,  we've  built  a 
multi-national  company  on  the 
powerful  premise  that  valid  data 
in  the  right  hands  at  the  right 
time  can  have  a  powerful  effect 
on  your  world. 

Through  Acxiom's  integration, 
management,  and  split-second 
delivery  of  data  to  companies 
across  America,  we  are  helping 


our  customers  turn  information 
into  profits  and  providing  data 
warehousing  and  business 
decision  support  for  the  most 
complex  marketing  challenges. 

As  the  leading  provider 
of  data  and  information 
services,  Acxiom  can  help 
you  enhance  your  universe  and 
explore  it  better. 

Build  on  your  knowledge 
with  Acxiom.  It's  how  you  know. 


AQCIOM 

HOW  YOU  KNOW 

1-888-3ACXI0M  •  WWW:  http://www.acxiom.com 


Privacy  assured 
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WHY  THE  CAP  GAINS  TAX  SHOULD  BE  ZERO 

KARIiGAARD 


E 


Imagine  the  life  of  a  technology  entrepreneur. 

The  sacrifice  is  huge,  the  big  payoff  rare, 
and  public  cheers  a  prelude  to  envy  and  scorn. 


IMAGINE  THE  LIFE  of  a  technology  entrepreneur.  Glamorous? 
. . .  Four  guys  get  together,  tip  a  few  glasses.  Talk  grows  loud, 
grievances  spill  over,  bosses  are  slandered  . . .  and  soon  every- 
one is  hunched  over  the  table  and  your  best  buddy  puts  a 
pen  to  napkin  and  begins  sketching  curves  shaped  like  a 
hockey  stick...  an  F-16  taking  off...  up,  up  and  to  the  right. 
The  very  next  morning  your  best  buddy — what  a  guy!  a 
dependable  dude! — has  reproduced  the  same  idea  on  his  Excel 
spreadsheet,  lots  of  numbers,  rows  of  numbers,  each  ballooning 
as  they  travel  rightward  along  the  page.  Next  thing  you 
know,  you  have  mortgaged  your  houses  and  buttered 
up  an  angel  or  two.  The  proceeds  fetch  ten  computers, 
three  employees,  and  2,800  square  feet  in  the  Mountain 
View  marshes.  You  are  off  to  the  races,  American  style, 
praise  the  Lord!  And 
damn  Microsoft! 
Then  what? 
Scenario  1  Well,  most 
i  startups  fail;  you  knew 
that  going  in.  What  you 
didn't  know  was  that 
i  your  screaming  matches  in  the  parking  lot  with  your  best  buddy 
[  would  spill  over  into  a  fistfight...fl /zsf/ii^/jf.'...But,  hey,  it 
j  wasn't  you  who  hired  the  Stud  Muffin  Sales  God  who  turned  out 
i  to  be  a  drunk  and  a  liar!  (. . .  No — my  contribution  was  the  Slam- 
;  Dunk  Next- Andreessen  Software  Ace  with  carpal  tunnel... )  Soon, 
the  whole  caboodle  runs  out  of  cash,  and  the  next  thing  you  know 
you  are  driving  a  U-Haul  containing  all  your  belongings  from 
your  driveway  in  Menlo  Park . . .  not  a  bad  street,  either ...  to  a 
cheap  apartment  house  in  south  Redwood  City. 

Scenario  2  Or  you're  successful,  to  a  point.  The  first  trade  show 
is  a  whopping  success,  the  trade  press  hails  it,  buzz  is  sky-high, 
i  Soon  everybody  from  the  landlord  to  the  lawyer  is  begging  you  — 
pleading  with  you!  —  to  let  them  discount  their  services  for  stock. 
A  man  from  Kleiner  Perkins  emerges  from  his  Monday  partners' 

meeting  long  enough  to  call  you  with  the  good  news  What 

a  day  that  was!  Six  million  dollars  for  23  percent  of  the  com- 
pany, Series  A,  a  buck-fifty  a  share.  That  makes  me  worth... 
whooo!  ...a  house  in  Woodside . . .  Castilleja  School  for  Caitlin 
...an  Acura  NSX  maybe,  hot  screaming  red  ...a  ballsy  statement, 
[like  Larry  himself ...  and  how  about  that  Larry! ...  the  babes! 
\  the  clothes!  the  jets!  ...no  moral  judgment  here,  but...  oh  man, 
what  money  can  do,  the  absolute  ...freedom,  okay?...  let's  be 

honest  about  it ...  a  boat,  128  feet  Hey,  stop  thinking  this  way: 

don't  jinx  it ...  no  talk  of  no-hitters  in  the  fourth  inning. . . .  Besides, 


back  at  work  you  simply  must  deal  with  . . .  this  annoyance.  ...I 
don't  get  it...  customers  are  buying,  everybody  loves  us,  we  are  hot 
. . .  revenues  are  doubling  every  month  . . .  doubling . . .  but . . .  cash  is 
pouring  out  of  here! — just  gushing  out! — how  the  hell? 
I  must  talk  with  the  CFO  tomorrow  first  thing...  or  Kleiner  will 

be  all  over  us  

...  But  cash  continues  to  pour  out,  and  in  five  months  you 
are  placing  a  call  to  your  man  at  Kleiner  and  he's  not  promising 
...anything!  He's  giving  you...  phone  numbers,  for  crissakes 
...  of  potential  customers  and  potential  partners  and 
telling  you . . .  ordering  you,  like  a  dog.. .  to  call  them  up 
and,  what  were  his  words?  —  "Make  something  happen!" 

And  on  it  goes,  your  dream.  But  it's  a  dream  that  is 
tipping,  tipping  ...  tipping  into  a  nightmare.  You  make 

things  happen,  you  really 
do,  that's  your  job!  But 
it's  not  enough,  it  never 
is,  and  you  lie  awake 
night  after  sweaty  night 
wondering  how  it  is  that 
you  can  grow  so  fast,  yet 
bleed  cash — pour  it,  gush  it — till  it's  gone.  Finally  the  man  from 
Kleiner  comes  to  the  rescue... but  what  a  rescue!  Twenty 
million  dollars.  Series  B,  at  two-fifty  a  share....  Two-fifty?  What 
the  hell  is  that? — it  should  have  been  seven  or  eight,  half  the  IPO 
price ...  IPO...  the  NSX...  Woodside  ...don't  jinx  it...  spoiled 
no-hitters . . .  I've  already  jinxed  it! . . .  "make  something  happen!" 

...  Series  B ...  Two-fifty  Kleiner  owns  my  sorry  a-- !!! 

— Well,  you  got  that  right,  anyway.  Four  months  later  your 
same  sorry  a--  bounces  on  the  sidewalk,  only  33%  vested. 

Scenario  3  You  become  Bill  Gates,  and  suddenly  everyone 
hates  your  guts.  The  computer  industry.  The  Justice  Department. 
The  press,  even  the  trade  rags  —  even  Ziff!  —  pile  on  at  every 
chance.  Lampooned,  ridiculed,  psychoanalyzed  to  death . . .  The 
New  Yorker  hints  at  autism. . . .  Yet,  you  are  the  top  entrepreneur 
in  the  world,  a  hero  to  kids  everywhere,  big  in  Asia.  You  have 
worked  like  a  mule  for  21  years  and  made  millionaires  of  3,000 
employees.  You  have  given  wads  of  cash  to  four  universities 

and  backed  biotechs  hunting  for  the  cancer  cure  Even  so, 

a  mountebank  named  Paul  Saffo  builds  a  career  telling  crowds 
you  don't  give  . . .  enough  —  not  enough  . . .  never  enough! 

Does  America  want  more  entrepreneurs?  If  we  are  serious, 
let's  reduce  their  costs,  raise  their  rewards,  get  off  their  backs. 
The  capital  gains  rate  for  these  heroes  should  not  be  28%,  or 
even  20%.  It  should  be  zero.  — ►  Comment  to  editor@forbesasap.com. 
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Introduces  the  Virtues 
of  the  Virtual  Fah 


TSMC  introduces  the  virtual  fab.  It's  the  perfect  solution  for  fabless  chip 
designers.  And  because  we  offer  the  industry's  most  advanced  technology'  and 
most  cost  effective  manufacturing  service,  it  even  makes  sense  as  a  prime  source 
for  those  with  their  own  fab  facilities.  •  The  virtual  fab  gives  customers  complete 
and  immediate  information  on  products  throughout  every  stage  of  TSMC's 
advanced  manufacturing  operation.  From  order  entry,  technical  support, 
production  status,  engineering  and  reliability  data,  to  shipping  status.  With 
information  instantly  at  your  fingertips,  the  virtual  fab  achieves  significantly 
shorter  delivery  times  and  service  without  precedent  in  the  industry. 
•  Customers  may  now  enjoy  all  the  real-time  conveniences  of  an  in-house 
fab  with  the  added  advantage  of  conserving  capital.  •  As  always,  we  prize  and 
protect  intellectual  property.  With  TSMC  as  a  partner  and  assurance  of  access  to 
leading  edge  technology,  customers  are  better  able  to  focus  on  design.  •  TSMC. 
Forging  a  future  in  the  mformation  age,  where  possibilities  are  virtually  endless. 


TSMC,  121  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  R  O  C,  •  Ph:  886-35-780221,  Fax;  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawmskylaan  1145,  1077  XX,  Amsterdam,  The  Netherlands  •  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  95110  •  Ph;  408-437-8762,  Fax:  408-441-7713 
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"What  is  the 
next  great 
scarcity?  Ask 
any  venture 
capitalist  and 
they'll  tell 
you  the 
ability  to 
recruit 
human  talent 
is  the  real 
bottleneck." 


Beyond  Bandwidth 

I  think  the  bandwidth  scarcity 
question  represents  a  strategic 
inflection  point  (as  Andy 
Grove  puts  it)  in  the  emerging 
Internet-enabled  economy. 
This  is  the  year  that  bound- 
aries between  Internet, 
intranet,  and  extranet  become 
blurred.  "Push"  (effectively 
publish-and-subscribe  rules) 
has  already  emerged  as  the 
prevailing  metaphor  that  will 
shape  the  desktop  by  year's 
end.  That  appears  to  be  a 
foregone  conclusion.  If 
Qualcomm  and  Gilder 
["Telecosm  and  Beyond: 
Over  the  Paradigm  Cliff," 
February  24]  are  right,  1998 
and  beyond  will  represent  the 
year  bandwidth  scarcity  col- 
lapses, and  "fat"  real-time, 
distributed  applications 
become  viable  —  thin  (Java) 
and  fat  (Windows  NT). 

If  you  play  that  to  the  next 
level,  then  what  is  the  next 
great  scarcity?  Try  human  tal- 
ent. Ask  any  venture  capitalist 
to  look  down  the  horizon 
at  the  key  issues  facing  new 
companies  and  they'll  tell  you 
the  ability  to  recruit  human 
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talent  is  the  real  bottleneck. 
Fully  actualized  by  the  power 
of  distributed  systems  (on 
a  bandwidth-rich  global 
Internet),  a  new  economy 
sparked  by  the  rise  of  service 
bureaus  is  not  so  far-fetched. 
In  my  book,  that's  a  killer 
app  of  the  Internet. 
MARK  S.  SIGAL 
mark@cafenet.net 

Thanks,  Texture  Tom 

Wow!  I  recently  made  a  three- 
hour  trip  in  the  back  seat  of  a 
coworker's  car  and  pondered 
the  efficiency  of  our  six-hour 
roundtrip  to  attend  a  three- 
hour  meeting  that  might  have 
one  hour  of  information.  I  was 
somewhat 
annoyed  that 
some  high  tech 
alternative  was 
not  available  at 
my  Fortune  50 
employer,  but  at 
the  same  time,  I 
oddly  relished 
this  "wasted" 
time.  I  opened 
my  newly  arrived 
issue  of  Forbes 
ASAP  and  began  to  read. 
The  time  allowed  me  the  rare 
pleasure  of  reading  the  issue 
cover  to  cover.  I  reached  Tom 
Peters's  essay  ["For  the  Feel  of 
Friction,"  February  24]  and 
eagerly  dove  in. 

Eureka!  In  a  flash  I  sud- 
denly gained  insight  regarding 
my  undiagnosed  malady.  I 
now  understand  why  I  covet  a 
laptop  and  new  software  and 
a  faster  modem,  but  also 
retreat  to  'oookstores  for  good 
pens  and  paper  documents. 
I  am  a  textureholic!  A  tactile 
junkie  with  a  bad  habit  of 
wanting  to  luxuriously  indulge 
myself  in  pondering  things 
bigger  than  my  latest  email. 
I  believe  I  can  balance  the 
ying  and  the  yang  of  modern 
life  with  this  understanding. 
Thanks,  Tom. 

P.S.  Want  to  share  that  Prozac? 

JOHN  P  KEMP 

75463.2 1 1 5@compuserve.com 

Just  when  I  thought  the  world 
had  gone  to  hell,  Tom  Peters 


admits  that  he  is  human 
like  the  rest  of  us.  Welcome 
back,  Tom. 

RICHARD  L.  BARKSDALE 
barksdale@earthlink.net 

Petered  Out 

At  last!  A  subject  on  which 
Tom  Peters  and  I  agree — and 
so  maniacally.  Mr.  Peters  says, 
"I  JUST  DON'T  KNOW."  He 
refers,  of  course,  to  the  all- 
pervasive  presence  of  micro- 
processors in  our  daily  lives, 
with  a  resulting  loss  of  "fric- 
tion and  texture."  Mr.  Peters 
says  he  will  devote  himself  in 
the  next  year  to  thinking  "one 
helluva  lot  about  texture."  In 
doing  so,  he  will  presumably 
get  the  chance 
to  reconnect 
with  those  little 
things  in  life  that 
provide  the  tex- 
ture and  friction 
he  so  obviously 
is  missing.  Then 
again,  flying  "to 
Madrid  for  the 
sole  (s-o-l-e) 
purpose  of  visit- 
ing one  paint- 
ing" to  find  that  texture  and 
friction  may  be  a  bit  out  of 
the  mainstream  for  the  aver- 
age Forbes  ASAP  reader. 

Mr.  Peters  is  absolutely 
right:  Bravery  and  a  sense  of 
humor  are  required  to  survive 
in  today's  world,  whether  you 
are  a  seven-figure  executive,  a 
$10-per-hour  line  worker  or 
an  overpaid  prophet  of  what's 
what  in  the  world  of  business. 
So  LIGHTEN  UP.  There  are 
lots  of  people  out  there  expe- 
riencing the  texture  and  fric- 
tion every  minute  of  every 
day  of  their  lives.  With  a 
sense  of  humor  and 
bravery,  too. 

Thanks,  Tom,  for  confirm- 
ing what  a  lot  of  us  already 
thought  all  along.  You  just 
don't  know. 
DAVE  HAJEK 
hajekd@cadmus.com 

I  can't  imagine  why  a  good 
magazine  like  Forbes  ASAP 
would  publish  an  article  as 
stupid  and  profane  as  Tom 


Peters's.  Can  there  be  readers 
who  enjoy  such  drivel? 
ROBERT  G.  CHALKER 
Vero  Beach,  Florida 

Yes,  Virginia... 

Just  read  Virginia  Postrel's 
Forbes  ASAP  column  ["The 
Future:  Caught  in  a  Cross 
Fire,"  February  24].  Very 
insightful.  A  harbinger  of 
changes  to  come.  Good  work. 
I  look  forward  to  the  next. 
ART  HUTCHINSON 
hutchinson@ncri.com 

Plane  Game 

If  you  need  to  travel  frequently, 
can  justify  the  expense,  and 
can  afford  to  own  and  operate 
a  personal  (corporate  or 
other)  jet,  by  all  means  get 
one  ["The  Essential  Capitalist 
Tool,"  February  24].  But  if 
you  run  a  public  company, 
you  should  always  be  able  to 
justify  its  use  fully  for  busi- 
ness purposes.  Stockholders 
should  be  kept  firmly  in 
mind,  not  personal  egos  or 
irrelevant  convenience. 
DICK  KUGLER 
ios@iosystems.com 

Knock  Off  the  Knockoff 

What  a  snooze!  If  I  wanted 
People  and  Lifestyles  of  the 
Rich  and  Famous,  I'd  rather 
have  the  original  than  Forbes 
ASAP's  voyeuristic  knockoff 
["The  End  of  Out  of  Touch," 
February  24].  Thanks  for  join- 
ing the  cyberhype  bandwagon. 
B.  RULON-MILLER 
Radl3@bigbird.Secapl.Com 
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YOUNG  TURKS  AT  THE  GATE 

WALSH 


DURING  A  Monday  night  football  game  late  in  the 
V  '96-97  season,  one  of  ABC's  broadcast  crew,  probably 
I  Dan  Dierdorf,  made  a  telling  observation.  On  the  field, 
I  a  team  fighting  for  a  place  in  the  play-offs  was  being 
pushed  around  by  a  team  that  had  been  eliminated  from 
contention  several  weeks  before.  Dierdorf  pointed  out  that  such 
end-of-season  games,  where  one  team  has  everything  to  gain 
and  the  other  has  nothing  to  lose,  were  often  especially  unpre- 
dictable. The  reason  for  this  is  that  the  team  with  a  chance 
to  make  it  into  postseason  play  will  tend  to  play  con- 
servatively—  determined  not  to  lose — while  the  team 
that's  already  out  of  the  race  will  relax,  have  a  good 
time,  and  use  imagination  and  innovation  to  play 
spoiler.  The  result  is  that  the  team  that's  far  better  may 
end  up  losing  the  game  and 
its  shot  at  the  Super  Bowl. 

In  my  experience,  this 
fateful  combination  of  front- 
runner  caution  and  under- 
dog daring  is  one  of  the 
most  dangerous  situations  in 

football,  at  least  if  you're  the  coach  of  the  team  with  everything 
to  lose.  It's  also  a  perfect  metaphor  for  the  business  world.  A  suc- 
cessful organization,  no  matter  how  vigorous,  can  easily  develop 
a  creeping  timidity  in  order  to  hold  on  to  its  top  spot.  It  becomes 
vulnerable  to  new  competitors  whose  philosophy  is  "What  the 
hell,  we  have  nowhere  to  go  but  up." 

These  days,  when  brains  have  an  odds-on  chance  of  winning 
over  brawn,  competition  is  relentless.  A  company  that  dominates 
a  given  market  no  longer  has  to  worry  about  one  or  two  hungry 
young  companies  making  a  run  at  it,  but  a  swarm.  Many  of  these 
companies  will  fail,  of  course,  but  it  takes  only  one  or  two  to 
break  through  to  upset  the  status  quo  in  a  major  way.  For  every  10 
startups  in  a  given  business,  one  may  well  become  a  major  com- 
petitor. Just  because  the  failure  rate  of  new  companies  is  high, 
depending  on  a  young  startup  to  fail  can  be  a  fatal  mistake. 

Competition  can  come  from,  anywhere;  friends  can  become 
foes,  or  suppliers  can  become  contenders  for  the  territory  of  for- 
mer clients.  I  recently  gave  a  speech  to  a  company  that  used  to 
supply  parts  to  computer  companies,  then  decided  they  could 
buy  parts  from  other  suppliers  and  make  their  own  computers. 
They're  currently  eating  their  old  friends.  Similarly,  former 
employees  can  become  minor  competitors  who  can  turn  into 
major  competitors  while  their  former  employer  is  looking  the 
other  way. 
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"The  fateful  combination  of  front-runner 
caution  and  underdog  daring  is  a  dangerous 
situation  in  business." 


when  upstarts  begin  making  inroads,  the  reaction  on  the  part 
of  a  dominant  company  is  often  to  pull  up  the  drawbridge  and 
stick  to  the  old  ways.  Leaders  have  to  be  geared  for  change  and 
be  prepared  to  put  it  into  effect  long  before  lost  business  shows 
up  on  the  P&L.  A  top  manager  shouldn't  depend  on  his  or  her 
lieutenants  to  clearly  sense  danger.  People  around  key  policy- 
makers may  not  feel  that  they're  in  the  gun  sight  and,  there- 
fore, simply  won't  be  as  sensitive  to  the  perils  of  dynamic  new 
competition.  Sometimes,  too,  those  lieutenants  may  like  the  sta- 
tus quo  just  fine,  since  they're  part  of  it. 

In  football,  assistant  coaches  of  established  teams 
often  don't  respect  new  or  rebuilding  teams  because 
the  odds  are  these  upstarts  won't  be  much  of  a  threat. 
The  Carolina  Panthers  were  well  on  the  way  to  the  play- 
offs this  past  season  before 
most  of  the  league's  assistant 
coaches  understood  they'd 
become,  in  just  two  years,  a 
major  contender.  I  knewl 
young  coaches  who  looked 
at  reality  through  the  re- 
fracting lens  of  common  wisdom:  "Sure,  the  Panthers  beat  us, 
but  we  made  400  yards  against  them — we'll  win  the  rematch." 

Dealing  with  young  competition  requires  a  determined  act 
of  rejuvenation.  There's  nothing  wrong  with  sticking  to  certain 
proven  methods,  but  a  preoccupation  with  defense  is  not  a  win 
ning  strategy.  If  only  1  out  of  10  kamikazes  gets  through,  you're 
still  in  big  trouble.  It  takes  a  well-controlled  ego  to  learn  new 
ideas  from  a  pushy  young  company.  Your  staff  may  want  to  reas- 
sure you  of  your  strengths,  but  leadership  requires  paying  atten- 
tion to  those  places  where  new  competitors  are  superior. 

Sometimes  you  can  absorb  this  superiority  by  buying  young 
upstarts,  or  by  hiring  away  talent  (ethically,  of  course,  and  very 
carefully).  And  you  have  to  understand  that  one  of  the  great 
advantages  of  a  young  company  is  a  refreshing  disdain  of  rigid 
roles — roles  that  have  not-hing  to  do  with  winning  and  losing. 
In  recent  years,  I  was  approached  by  a  major  NFL  franchise  to 
join  them  in  a  top  managerial  job.  I  was  tempted,  until  I  looked 
at  their  press  guide  and  saw  photographs  of  four  executives,  with 
impressive  titles  and  wood-lined  offices,  whom  I'd  never  heard 
of.  The  thought  of  dealing  with  these  people  was  daunting. 
They've  probably  been  around  for  years,  ownership  is  beholden 
to  them,  and  they  wouldn't  surrender  territory  easily.  A  fear  ol 
change  was  clearly  evident.  It  was  obvious  to  me  that  this  top- 
heavy  organization  was  fresh  meat  for  hungry  Panthers.  ■ 
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WILLIAM 

ONLINE  ADVERTISERS  MUST  BEWARE 

DAVIDOW 


P^EOPLE  ALWAYS  USE  new  technologies  to  implement  the  par- 
m  adigms  of  the  past.  One  of  the  first  applications  of  the 
"  steam  engine  was  to  pump  water  onto  waterwheels 
instead  of  providing  power  directly.  After  the  invention  of 
electricity,  people  first  used  large  electric  motors  to  replace 
steam  engines.  But  the  real  productivity  increases  occurred  only 
when  they  realized  that  the  proper  way  to  use  electric  power  was 
to  employ  numerous  small  motors  to  do  specific  jobs. 

Recently,  I  spoke  to  several  publishers  who  told  me  with 
great  authority  that  they  must  have  advertising  to 
support  their  online  content.  What  they  failed  to  real- 
ize was  that  the  online  world  could  lead  to  a  new  and 
quite  different  way  of  operating  advertising  and  pub- 
lishing businesses. 

To  date,  the  business 
model  for  most  commercial 
publications,  be  they  news- 
papers or  magazines,  has 
been  to  bind  the  content 
(the  media)  and  the  adver- 
tising (the  message)  tightly 

together.  Annoying  as  it  may  be  to  track  articles  as  they  wind 
their  way  around  ads,  or  to  have  subscription  cards  constantly 
falling  out  of  magazines,  you  can't  get  one  without  the  other. 

Publications,  especially  newspapers,  also  are  bound  tightly 
to  geography.  While  most  people  want  local  news,  they  also  want 
to  know  what  is  going  on  in  the  nation  and  the  world.  Most 
local  papers,  however,  cannot  afford  to  gather  national  and  inter- 
national news.  They  buy  that  content  from  other  sources.  Like- 
wise, most  providers  of  national  and  international  content 
do  not  have  enough  market  share  in  regional  markets  to 
furnish  the  local  news.  As  a  result,  the  two  are  frequently  pack- 
aged together. 

Online  publishing,  however,  could  turn  all  this  on  its  head, 
creating  a  number  of  interesting  new  business  paradigms.  Large 
content  providers  will  no  longer  have  to  depend  on  local  news- 
papers to  deliver  their  product  into  local  markets.  A  consumer 
in  San  Francisco  with  an  Internet  connection  could  get  inter- 
national news  from  the  Herald  Tribune,  national  news  from  the 
New  York  Times,  California  news  from  the  Los  Angeles  Times, 
and  local  news  from  the  San  Francisco  Chronicle. 

Strong  news  services  could  also  serve  broad  markets.  The 
New  York  Times,  for  example,  could  finance  its  content-provid- 
ing business  without  advertising  if  it  managed  to  sell  electronic 
subscriptions  to  10  million  online  readers  at  $2  per  month.  Using 


such  services  consumers  could  create  customized  newspapers  by 
selecting  the  news  feeds  of  greatest  interest  to  them.  They  could 
also  customize  magazines  in  the  same  way. 

Obviously,  advertising  in  this  environment  becomes  less 
important.  In  addition,  search  engines  such  as  Infoseek,  Yahoo!, 
and  Excite  make  it  possible  for  consumers  to  access  the  Web  site 
and  get  the  in-depth  information  they  want  without  reading  tons 
of  advertising  along  the  way. 

In  the  online  environment,  consumers  see  a  lot  of  advertis- 
ing. But  only  what  they  choose.  When  an  ad  serves  a  con- 
sumer's need  for  information,  such  as  when  purchasing 
a  new  car  or  a  new  brand  of  perfume,  it  becomes  con- 
tent. Already,  advertisers  have  found  it  easy  and  eco- 
nomical to  set  up  their  own  Web  sites  and  get  national 

distribution  for  their  mes- 


"Efforts  to  make  electronic  media 
mimic  traditional  media  will  fail,  producing 
ridiculous  business  models." 


sages.  These  sites  are  not 
devoid  of  content:  Starbucks 
provides  a  vast  amount  ot 
information  about  choosing 
and  brewing  coffee,  just  as 
Amazon.com  offers  lots  of 
information  about  books.  This  content,  however,  is  closely  tied 
to  selling  something — a  book  or  a  pound  of  French  roast. 

Chances  are,  then,  that  advertising  in  the  online  world  will 
serve  a  different  function  than  it  does  in  current  publications. 
In  many  instances  it  will  be  intimately  tied  to  the  sales  process. 
Consumers  will  search  out  advertising  sites  when  they  want  to 
gather  information  about  products  and  services.  They  will  pur- 
chase directly  over  the  network. 

The  disconnect  between  seeing  a  picture  of,  say,  a  watch  and 
then  finding  a  store  where  it  is  sold  disappears  when  you  can 
order  online.  The  Web  site  of  1-800-FLOWERS  (www.  1  SOOflow- 
ers.com)  is  successful  because  it  provides  consumers  with  a  bet- 
ter way  of  ordering  flowers  than  by  calling  a  florist.  Online,  they 
can  see  pictures  of  the  arrangements — something  not  possi- 
ble when  ordering  flowers  by  telephone. 

In  the  future,  content  providers  might  not  need  advertisers 
to  subsidize  their  offerings,  and  businesses  may  prefer  to  pub- 
lish their  advertising  on  their  own  Web  sites.  Therefore,  efforts 
to  make  electronic  media  mimic  traditional  media  will  proba- 
bly fail.  After  all,  new  technologies  have  always  proved  most 
effective  when  coupled  with  new  business  models  that  take 
advantage  of  their  unique  capabilities.  Failure  to  realize  this  will! 
produce  business  models  as  ridiculous  as  using  steam  engines 
to  drive  waterwheels. 
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PeopleSoft's  workflow- enabled  applications  route 
!  right  information  to  the  right  people  at  the  right 
le  in  the  right  form.  That  can  not  only  improve  the 
oductivity  of  your  organization,  but  can  also 
ilitate  business  process  redesign,  reduce  paperwork, 
i  automate  administrative  tasks.  How's  that  for 
rking  hard? 

PeopleSoft's  workflow  is  open,  so  it  can  integrate 
h  a  variety  of  third-party  products.  You  can  use 
ail  for  notifications,  and  electronic  forms  for  turn- 
around approvals.  Or  use  internet  forms  and 
tractive  voice  response  systems  to  communicate 
h  PeopleSoft  applications. 


And,  unlike  some  solutions.  PeopleSoft's  are 
flexible  enough  for  you  to  define  your  own  processes 
and  procedures.  In  other  words,  PeopleSoft  adapts  to 
the  way  you  work,  not  the  other  way  around. 

No  wonder  1350  organizations  worldwide  have 
chosen  PeopleSoft.  For  more  information  on  how 
PeopleSoft's  workflow  solutions  can  help  your  organiza- 
tion, call  800-947-7753  and  ask  for  our  workflow  white 
paper.  Or  visit  us  at  workflow.peoplesoft.com.  You'll 
discover  we  have  the  technology,  the 
people,  and  the  commitment  it  takes 
to  help  you  increase  your  productivity. 
Without  increasing  your  workload. 


jiterprise  business  applications  for  finance,  materials  management,  distribution,  manufacturing,  and  human  resources. 

i 

¥  PeopleSoft.  Inc.  PeopleSoft  and  the  PcopIeSolt  logo  are  registered  trademarks  of  PeopleSoft,  Inc. 


MO 


THE  FROG  AND  THE  SCORPION 

SCHUMPETER 


BOY,  DO  I  REGRET  THE  DAY  I  took  On  a  Strategic  investor, 
traded  one  headache  for  50  new  ones.  Let's  catch  up. 
To  stop  my  venture  capital  buddy,  Vinnie,  from  steahng 
my  company,  I  brought  on  an  ad  agency,  Hungadunger 
&  Hungadunger,  at  $2.50  a  share  in  a  joint  sales-and- 
marketing  venture. 

H&H  was  so  good,  we  had  no  need  to  create  a  sales  force 
or  even  mount  much  of  a  marketing  effort.  WebProfiler  went 
from  $200K  a  month  in  service  revenues  to  $1  million  a  month. 
We  were  beating  our  most  optimistic  business  plans. 
Funny  thing,  H&H  stock  went  from  $50  to  $66  after  they 
announced  their  investment  in  us.  Board  meetings  were 
fun  again.  Vinnie  and  I  made  up,  and  he  was  a  real 
contributor  to  our  growth,  whipping  through  his 
Rolodex,  delivering  more 
VPs  than  I  even  knew 
existed  in  the  Valley. 

Still,  it  took  a  lot  of  cash 
to  keep  WebProfiler  growing 
rapidly.  Turns  out  our  receiv- 
ables were  growing  too:  No 
one  likes  to  pay  for  advertising  services  within  90  days,  let  alone 
60  days.  Bunch  of  deadbeats  in  corporate  America.  I  guess  the 
ad  industry  just  doesn't  command  much  respect. 

I  figured  we  had  about  four  months  of  cash  left.  Then  we 
would  desperately  need  money — this  time  because  we  were 
too  successful.  Funny  world  we  live  in,  damned  if  you  do,  damned 
if  you  don't.  I  didn't  want  to  repeat  the  past,  when  we  almost  lost 
control  of  the  company  for  the  sake  of  $200K.  So  I  scheduled  a 
board  meeting  and  prepared  the  necessary  presentation  and 
paperwork  for  a  new  round  of  financing  at  $5  per  share. 
Then  the  bomb  dropped. 

We  were  graced  at  the  meeting  by  Mr.  Hungadunger  him- 
self (I'm  not  sure  which  one).  Not  two  minutes  into  my  pre- 
sentation, he  coldly  mentioned  that  H&H  had  prepared  a  formal 
offer  to  buy  all  the  outstanding  shares  of  WebProfiler  for  $3 
per  share.  Then  he  got  up  and  left. 

The  board  meeting  quickly  ended  in  silence.  I  reached  Vinnie 
in  his  car  half  an  hour  later  and  between  screams  asked  him  what 
the  heck  was  going  on.  He  babbled  incoherently  about  some  fable 
about  a  scorpion  riding  on  the  back  of  a  frog  across  a  river.  I 
had  no  idea  what  he  was  talking  about.  I  searched  the  Web  for 
frog-and-scorpion  stories,  but  found  none.  Luckily  my  son 
handed  me  his  book  on  fables,  so  I  looked  it  up. 

Simply  put,  H&H  had  the  capability  of  stinging  and  killing 


"After  much  soul-searching,  I  finally  figured 
out  there  was  only  one  thing  that  could  shake 
off  the  scorpion -GO  PUBLIC!" 


us.  while  H&H  only  owned  a  small  piece  of  the  company,  its 
sales  force  generated  most  of  our  revenues  in  our  so-called  sales- 
and-marketing  joint  venture.  What  H&H  was  really  saying  was, 
sell  us  the  company  on  the  cheap  or  we  will  no  longer  be  a  strate- 
gic partner — which  meant  no  more  WebProfiler. 

When  I  got  ahold  of  Vinnie  the  next  day,  I  insisted  we  fight 
H&H's  offer.  As  a  member  of  the  board,  he  had  a  fiduciary 
responsibility  to  all  shareholders,  I  said.  But  Vinnie  caved.  He 
told  me  he  would  vote  to  sell.  I  hung  up,  called  the  company'? 
counsel  who,  I'll  remind  you,  had  a  bunch  of  his  own 
WebProfiler  options.  He  said  it  would  be  tough  to  fight 
without  the  other  investors  on  our  side.  He  also  told 
me  to  reread  the  section  on  liquidation  preference. 
Apparently,  preferred  shareholders  get  to  double-dip. 

During  the  liquidation  ot 
the  company,  they  get  their 
money  back  first.  Then  they 
split  the  rest  on  a  pro  rata 
basis  with  us  lowly  common- 
stock  holders.  I  quickly  saw 
that  Vinnie  and  his  group 
would  get  $3.75  for  each  preferred  share.  We  would  get  $1.86. 

Now  mind  you,  I  was  looking  at  some  serious  wealth  creation 
but  not  nearly  what  this  company  was  wort'n.  I  was  scorpi 
meat.  But  I  did  have  another  miracle  up  my  sleeve.  I  tocn 
clue  from  the  fable:  If  the  scorpion  stings  the  frog,  they  both  sink 
to  the  river  bottom.  They  are  inseparable. 

The  only  way  I  could  stop  H&H  from  their  underhanded  dea 
was  to  embarrass  them  into  staying  as  our  strategic  partner.  Sinct 
my  VCs  wimped  out  and  wouldn't  commit  any  new  capital  for 
WebProfiler,  I  also  needed  to  line  up  lots  of  money  quickly  ot 
else  I  would  fall  into  H&H's  cheap  clutches. 

After  much  soul-searching,  I  finally  figured  out  there  was  onh 
one  thing  to  do — what  every  self-respecting,  not-quite-ready 
for-prime-time  technology  growth  company  should  do  —  GC 
PUBLIC!  The  scrutiny  of  an  SEC  filing  would  be  enough  to  con 
vince  H&H  to  drop  their  offer  and  to  encourage  the  initial  pub 
lie  offering.  H&H's  stock  was  already  up  30%  on  no  other  new; 
but  our  sales-and-marketing  deal.  We  were  the  little  engine  thai 
could,  driving  them  straight  up  the  mountain.  There  was  no  wa\ 
they  could  back  out  of  the  venture  once  it  was  listed  in  a  prospec- 
tus. Goodbye  scorpion,  hello  unsuspecting  public!  ■ 

The  unknown  entrepreneur,  "Mo  Schumpeter,"  is  a  former  investment  banker  whi 
knows  all  the  tricks.  Not  wanting  to  lose  his  seat  at  the  table,  he  chooses  to  keel 
his  real  identity  a  secret. 
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♦  manage  your  whole  portfolio  with  a  few  clicks  ♦  all  this  for  $29.95  per  stock  trade. 


OPEN  YOUR  ACCOUNT  NOW 

FOR  COMPLIMENTARY 
SOFTWARE  AND  A  SPECIAL 
BONUS  WORTH  OVER  $140. 

1-800-e. Schwab 

ext.  104 

www.schwab.com 


CharlesSchwab 


©1  997  Charlis  Schwab  6r  Co.,  Inc.  All  rights  reserved.  Meiiil'er  SIPC /NYSE.  [4/9  ij.  $29. 9y  per  trjji 

The  Way  It  Should  Be. 

up  to  1,000  shares.  .0,3  per  share  ihereafler.  $5J)00  aecotint  minimum.  A  S.5  monthly  fee  may  apply  if  2 
commissionahle  trails  aren't  made  in  previous  12  months.  Person-to-person  service  exceeding  limitations  may 
also  incur  $5  fee.  Software  shippuhi  ,ind  handling  Jee  of  $6.9  \  not  applicable  for  branch  account  openings. 
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MICHAEL 

PICKING  THE  BEST  STOCK-QUOTE  SERVICE 

GIANTUteO 


P PROFESSIONAL  STOCK  TRADERS  and  scrious  investors  do  not 
B  flinch  at  fees  for  stock-quote  services  ranging  from  $175 
"  a  month  to  more  than  $1,000  a  month.  Why  do  they  pay 
such  exalted  prices?  After  all,  stock  quotes  are  just  chicken 
feed  to  most  investors.  Casual  customers  of  any  major  bank 
or  brokerage  are  offered  real-time  quotes  at  no  extra  charge. 
Internet  browsers  can  easily  turn  up  real-time  quote  services 
charging  as  little  as  $28  a  month,  and  one-shot  and  delayed 
quotes  are  plentiful  on  the  Net  for  free. 

So  why  do  professionals 
still  insist  on  paying  for 
stock  quotes?  Three  rea- 
sons: timeliness,  reliability 
and  context. 

•  Timeliness:  The  instant  a 

stock  is  sold  and  bought, 
the  exact  price  at  which 
the  stock  is  transferred  be- 
comes a  nugget  of  privi- 
leged information  that 
belongs  to  the  stock  ex- 
change. A  fresh  stock  quote 
can  be  sold  by  the  exchange 
to  brokerages  and  informa- 
tion services  at  a  high  pre- 
mium. But  over  the  next 
few  minutes,  the  value  of  a 
quote  decays  sharply. 

After  1 5  minutes,  a  stock 
quote  has  become  such  old 
news  that  the  stock  ex- 
change lets  it  pass  into  the  public  domain.  It  can  then  be  dis- 
tributed for  free,  without  paying  a  fee  to  the  stock  exchange. 
Streams  of  delayed  quotes  are  thus  made  available  free  on  cable 
television  ticker  crawls  and  from  various  Internet  sources  via 
your  computer. 

Timeliness  is  also  affected  by  the  method  of  retrieval,  which 
can  be  active  or  passive.  Active  is  best.  This  means  you  get 
price  quotes  either  continuously  or  anytime  you  want  one.  If 
you  must  passively  sit  and  watch  a  ticker  crawl  by  on  the  TV  or 
computer  screen  until  your  particular  stock  glides  past,  you 
are  not  getting  timely  quotes,  even  if  the  ticker  is  reporting 
ticks  without  the  usual  15-minute  lag.  The  best  type  of  quote 
service,  then,  is  one  that  reports  quotes  to  your  computer 
continuously,  the  instant  each  trade  is  concluded,  with  no  15- 


Heartbeat  of  the  Market  Keep  your  eye  on  the  red  line.  Like  a  cardiogram, 
it  is  the  very  heartbeat  of  the  market.  The  thinner  the  line,  the  more  fren- 
zied the  trading.  By  watching  for  the  thinnest  lines,  which  signal  price  peaks 
and  valleys,  investors  know  when  to  react  quickly  to  the  market  (just  like  doc- 
tors react  quickly  when  the  cardiogram  changes).  This  is  one  of  many  sophis- 
ticated analytical  tools  available  through  the  software  program  Structure. 


or  20-minute  delay,  on  as  many  stocks  as  you  choose  to  track. 

•  Reliability:  Quote  sources  that  never  fail  to  retrieve  quotes,  rain 
or  shine,  are  worth  more  to  stock  and  bond  traders  than  quote 
sources  that  are  intermittent  or  sometimes  difficult  to  access.  The 
Internet  is  a  superb  investment  research  resource.  But  what  if  you 
happen  to  be  trapped  in  an  option  on  triple  witching  day  and  you 
dial  in  for  a  quick  quote,  only  to  find  your  provider's  server  is 
clogged?  You'll  feel  strongly  compelled  to  find  some  other  solution. 

This  is  why  the  professionals  and  frequent  traders  tend  to 

favor  more  expensive  ser- 
vices  than  those  on  the 
Internet.  The  traditional, 
nearly  bulletproof  quote 
delivery  system  is  a  leased 
phone  line  that  conveys 
nothing  but  quotes.  Satel- 
lite links,  FM  radio  side- 
bands, TV  cable  feeds,  and 
dial-up  phone  links  are 
also  favored. 

The  high  cost  of  quotes 
for  serious  stock  and  com- 
modity traders  arises  in 
large  measure  from  the 
specialized  communication 
networks  that  must  be  used 
to  support  their  delivery. 
The  Internet  will  change 
this  picture  one  day,  per- 
haps soon.  But  it  hasn't 
happened  yet.  At  this  point 
the  Net  offers  alternatives  to  direct  dial-up  quote  services  that 
deliver  data  via  modem.  But  direct  dial-up  links  are  shorter  and 
therefore  quicker. 

•  Context:  Instant  quotes  are  essential  to  frequent  traders,  but 
what  matters  most  to  serious  investors  and  traders  alike  is  con- 
text. A  stock  quote  in  isolation  is  just  a  number  in  the  air. 

A  quote  must  be  compared  with  your  estimate  of  the  under- 
lying or  "true"  value  of  the  stock.  It  must  also  be  compared  with 
earlier  prices,  with  the  prices  of  similar  stocks,  and  with  the 
price  goals  set  by  your  own  projections  of  future  value.  In 
short,  a  price  quote  must  fit  into  the  context  of  historical 
and  surrounding  data,  as  well  as  projected  values  —  past,  present, 
and  future.  You  can  try  to  do  all  this  in  your  head,  and  skillful 
traders  and  investors  have  done  so  for  years.  But  if  there  is  no 
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^  I A  MTI I  P^ft  room  in  your  brain  at  the  moment  for 
UlAll  I  UKVV  a  20-year  database  of  10,000  stocks  and 
companies,  use  your  computer. 

A  computer  can  immediately  place  a  fresh  quote  into  a  con- 
text that  helps  you  compare  the  most  recent  stock  price  to  an 
intelligent  estimate  of  the  stock's  true  value.  Suddenly,  the  incom- 
ing stock  quote  has  enormous  value.  It  can  tell  you  in  an  instant 
whether  to  buy  or  sell.  If  we  set  aside  the  cost  of  specialized  net- 
works, it  is  context  that  accounts  for  the  remaining  differences 
in  the  prices  of  quote  services. 

THE  BASICS 

The  typical  free  or  low-cost  quote  services  give  you  "snap- 
shot" quotes.  You  key  a  stock  ticker  or  a  short  list  of  stock  tick- 
ers into  your  computer.  The  Web  site  or 
direct  modem  access  service  retrieves  the 
quotes  you  want  and  downloads  them  to 
your  screen. 

A  good  example  of  this  type  of  service 
for  tech  stocks  is  Silicon  Investor  site's 
Quotewatch  (techstocks.com).  It  delivers  free, 
delayed  quotes  on  five  stocks  at  a  pop 
(see  "Resources"  for  more  information). 
For  free,  delayed  snapshot  quotes  on  both 
stocks  and  mutual  funds,  try  StockMaster 
(stockmaster.com),  which  also  reports  quotes 
on  a  selection  of  "top"  stocks  and  funds — that  is,  those  most 
frequently  requested. 

Many  investors  are  completely  content  with  this  basic,  min- 
imal service.  It  is,  however,  a  small  subset  of  the  total  service 
available,  often  from  these  same  suppliers  at  a  higher  cost. 

The  more  helpful  advanced  snapshot  quote  services,  such 
as  Lombard,  will  update  your  stock  portfolio.  You  can  see  price 
changes  relative  to  your  purchase  prices  and  relative  to  yester- 
day's closing  prices.  A  portfolio  presentation  helps  you  begin 
to  put  quotes  in  context.  It  enables  you  to  compare  current  quotes 
with  past  quotes,  and  to  expand  the  quoted  price  to  reflect  the 
current  value  of  your  own  position  in  the  stock. 

Of  course,  better  than  delayed  quotes  are  those  quotes  that 
change  in  real  time.  Thankfully,  the  price  of  these  real-time  stock 
quotes  has  come  down  wonderfully  in  the  past  year  or  so,  with 
some  offered  for  free  from  mass  media  outlets  such  as  CNBC 
television.  Real-time,  snapshot  quotes  are  also  available  via  free 
software  provided  by  major  banks  such  as  Citibank.  Other  ser- 
vices such  as  RealTime  Quotes  and  PC  Quote  go  for  less  than 
$30  a  month. 

NEW      AND  IMPROVED 

At  the  advanced  end  of  the  quote-service  spectrum  is  a 
new  package  from  NAVA  Development  in  Lewiston,  New  York. 
Its  stock-charting  program,  called  Structure,  can  be  used  either 
as  an  end-of-day  review  for  slow  traders  and  investors,  or  in  real 
time  for  professionals  and  commodity  or  option  traders.  In  real 
time  it  accumulates  and  displays  stock  or  commodity  quotes 
from  Data  Broadcasting  Corporation  or  Standard  &  Poor's  Com- 
Stock  services.  These  quotes  might  be  delivered  by  FM  sideband, 
satellite,  or  cable.  For  traders  and  investors  who  want  to  use  their 


home  computers  during  the  day  as  a  stock  market  alarm,  this 
is  the  ultimate  program.  Investors  simply  draw  lines  on  the  screen 
indicating  levels  below  or  above  which  they  intend  to  buy  or  sell, 
and  then  leave  for  work  or  for  the  golf  course. 

If  the  stock  drops  through  the  threshold  level  during  the  trad- 
ing day,  the  computer  will  let  the  investor  know  via  a  portable 
beeper.  The  investor  can  then  call  the  broker  and  make  the  trade. 
The  computer  watches  the  market  all  day — and  never  blinks. 
The  investor  is  free  to  do  other  things.  As  an  alternative,  portable 
pocket  stock-quote  receivers  are  available  from  Data  Broad- 
casting. They  don't,  however,  have  the  decision-making  power 
of  a  desktop  computer. 

Most  novice  computerized  investors,  however,  will  probably 
not  need  these  more  advanced  services.  Generally,  they  should 
begin  by  using  one  of  the  Internet  services 
to  get  a  feel  for  what  is  available  at  no  charge. 
Then  they  should  graduate  to  a  modem  ser- 
vice, and  then  to  a  low-cost  continuous  ser- 
vice such  as  those  provided  via  FM  radio 
modem.  Data  Broadcasting  is  a  good  choice 
because  it  has  been  around  a  long  time  and 
its  data  format  is  compatible  with  lots  of  dif- 
ferent analytical  software  packages. 

For  a  serious  private  investor,  $30  per 
month  is  probably  a  realistic  price  to  pay 
for  quotes.  If  you  are  a  pro,  or  if  you  are 
invested  in  fast-moving  financial  instruments  such  as  com- 
modities, futures,  options,  or  currencies,  then  consider  a  top- 
dollar  leased  line  service  from  Standard  &  Poor's  Comstock  or 
Data  Transmission  Network,  which  can  help  you  buy  and  sell 
with  the  best  of  them.  ■ 

Michael  Gianturco  is  the  author  of  How  to  Buy  Technology  Stocks 
(Little,  Brown,  1996). 


RESOURCES 


 FREE  

Quotewatch 

408-243-8638 
(www.techstocks.com). 
Free,  delayed  quotes  via 
the  Internet. 


StockMaster 

Contact  thru  Internet 
(www.stockmaster.com). 
Free,  delayed  quotes 
via  the  Internet. 


Lombard 

800-LOMBARD 
(www.lombard.com). 
Unlimited  real-time  quotes 
are  free  via  Internet  and 
direct  dial  with  an  account 
($2,000  minimum). 

UNDER  $30 

E-Trade 

800-786  2575 
(www.etrade.com). 
Real  time  quotes  via 
the  Internet  are  $30*. 

Direct-dial  and 
modem  services  are 

an  additional 
27  cents  a  minute. 


NAVA  Development 

800-532-0041 
(www.navadevelopment.com; 
80/index.html). 
End-of-the-day  updates 
are  $29  (futures)  and 
$19  (stocks). 

UNDER  S75 

Paragon  Software 

(InterQuote)  800-311-1516 

(www.interquote.com). 
Tick-by-tick  streaming  quotes 
for  $69.95  via  the  Internet. 


PC  Quote 

800-225-5657 
(www.pcquote.com). 
Real-time,  one-time  quotes  for 
$24.95.  Tick-by-tick 
streaming  quotes  for  S75. 

UNDER  $400 

S&P  ComStock 

800-431-5019 
(spcomstock.com). 
Internet  prices  start  at  $175. 
Enhanced  service,  which 
includes  "time  and  sales" 
figures,  is  $225:  cable 
is  S230;  and  leased 
line  is  $410. 


Data  Broadcasting 
Corporation 

800-833-1228 
(www.dbc.com). 
FM  sideband,  cable,  and 
satellite  quotes  are  about 
$220  each.  Unlimited  real- 
time quotes  via  the  Internet 
are  $29.95.  Pocket  FM 
receiver  service  is  $110. 


Data  Transmission  Network 
(DIN) 

800-475-4755 
(www.dtn.com). 
Real-time  commodity  quotes 
via  satellite  for  $11 8. 


RealTime  Quotes 

800-888-7166 
(www.rtquotes.com). 
Real-time  quotes  via  the 
Internet  for  $35  for  five  hours 
or  $200  unlimited  access. 
Direct  dial  $30  a  month 
for  100  minutes;  $350 
via  private  modem 
for  12,000  minutes. 


'Prices  are  per  month.  Most  do  not 
include  exchange  fees. 


If  your  stock  drops,  a  computer  can  let 
you  ktiow  via  a  portable  beeper 
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Cars  drive  themselves  thanks 
to  collision  avoidance  systems 
and  global  positioning. 


m 

m 

1 


Imiovation  powers  the  future.  That's  why  TI  continues  to  redefine 
the  future  of  digital  signal  processing  solutions.  Think  about  this:  a  sirigle  chip  that 
can  support  15  modems  at  once.  Speeds  access  to  the  Internet  by  120  tinies.  And 
gives  you  the  power  to  cut  your  time  to  market  iii  half. 

Leading-edge  innovation.  Expect  it  from  the  company  that  invented 
the  integrated  circuit  and  is  leading  the  DSP  industry  for  the  15th  year. 
TI.  The  power  to  invent  the  future  —  today. 


For  more  information  about  TI  DSP  Solutions, 
contact  us  at  http://vvww.  ti.com 


fi8-22r.r, 
O  M)>)7TI 


Texas 
Instruments 


Invented  transistor  fifty  years  ago.  Made  modern  electronics  possible  (TVs,  radios,  computers, 
cell  phones,  foot  massagers,  etc.).  New  Bell  Labs  innovation:  56  Kbps  modem  chip  set  from  our 
Microelectronics  Group.  Can  make  Internet  access  twice 
as  fast  over  regular  phone  lines.  (Think  jet-powered 
surfing  on  Net.)  Seven  of  top  ten  modem  makers 
already  use  our  chips.  (Expect  other  three  to  call 
any  moment.)  To  learn  more,  check  our  Web  site. 


Lucent  Technologies 

Be"  Labs  InnovatJons 


600  Mountain  Avenue 
Murray  HiiJ.NJ  07974 -0636 
^trp.// www.  Jucent.com 
1-888. 4-Lucem 


We  make  the  things  that  make  communications  work 


©1997  Lucent  Technologies 


Counting 
What  Counts 

When  the  rules  of  business 
are  changing  rapidly,  what  should  we  value? 


Last  YEAR  an  American  outfit,  only  15  years  old, 
soared  to  the  top  of  the  world's  market  cap  league. 
Can  you  name  the  outfit?  Hint:  By  March  1997, 
global  investors  had  bid  it  up  to  $239  billion,  far 
past  such  perennial  champions  as  General  Electric 
($170  billion)  and  Nippon  Tele- 
graph and  Telephone  ($57  billion). 

The  answer  is  Wintel.  ^^^'Ilk 

Wintel?  Okay,  it's  a  trick.  Wintel  ^^^f!! 
is  not  a  real  company  but  an 
amalgam  grafting  Microsoft's  . 
Windows  software  onto  Intel,  the  \ 
chip  giant.  All  wordplay  aside,  '* 
Microsoft  is  worth  $119  billion—  I  ^'j) 

of  which  Bill  Gates  owns  23%—       -0 . 
and  Intel,  $120  billion.  M' 

Another  stunning  fact:  The  AN  fNTRO 
asset  value  of  Wintel  is  only  $34  billion  ($21  bil- 
lion for  Intel,  $13  bilUon  for  Microsoft).  More  than 
$200  billion  of  Wintel's  market  value,  therefore, 
must  owe  to ...  intangibles.  But  what  intangibles? 
Brand?  Possession  of  an  industry  standard?  Smart 
people?  Great  CEOs? 
.  Yes,  yes,  yes,  and  yes. 

Now  comes  a  late-'90s  rage,  a  bold  attempt  to 
link  all  those  "yeses"  into  something  measurable, 
something  consultants  are  now  calling  intellec- 
tual capital,  or  IC.  Consultants  are  gung-ho  about 
it,  too,  and  the  numbers  tell  you  why.  Dataquest 
predicts  that  over  the  next  decade,  the  IC  consult- 


ing business  will  grow  to  $4  billion  a  year. 

IC  has  always, been  a  decisive  factor.  About 
30,000  years  ago,  the  Cro-Magnon  race  developed 
a  lunar  calendar.  Soon  they  correlated  it  to  the 
migratory  patterns  of  elk  and  red  deer.  Hungry  for 
meat,  the  Cro-Magnon  knew  just 
what  to  do:  Wait  at  a  river  crossing 
on  certain  days,  spear  in  hand. 
■      '         Meantime,  the  rival  Neanderthals 
continued  along  in  the  old-fash- 
''^^■~^\.         ioned  way,  unwisely  scattering  men 
nV  ,^  and  resources  in  search  of  random 

/,  x;;;;^  encounters.  They  died  searching. 

^     -  IC  made  the  difference.  It  always 

has.  So  why  the  big  fuss  now? 
Credit  a  clumsy  phrase  called 
D  U  C Tl  0  N  "de-verticalization."  It  means  the 
old  advantages  of  muscle  and  scale  are  giving  way 
to  smarts,  connectivity,  and  speed.  These  days,  just 
figuring  out  which  horizontal  layers  in  the  supply 
chain  are  best  for  you  is  job  one.  But  here  is  the 
catch.  The  best  layers  are  reserved  for  the  smartest. 
Microsoft  and  Intel  eat  better  than  do  Texas  PC 
makers,  who  have  it  cushier  than  Korean  DRAM 
factories,  who  live  grander  than  Malaysian  board 
stuffers . . .  and  so  on  down  the  value  layers. 

Smarts  means  intellectual  capital.  And  so  IC  sud- 
denly is  very  hot.  Controversial,  too:  Is  it  even 
measurable?  Can  you  use  it  to  create  wealth?  Or 
is  IC  just  the  latest  management  wank?  Read  on.  \ 


lluslration  by  Don  Arday 
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New  Microsoft  Team  Manager  97 

Is  the  kind  of  manager  you'd  be 

if  you  had  an 

additional  16  megabytes 
of  memory. 


Missing  Status  Reports 


ID 


£3- 


▼  Tasks  that  Need  Attention 


Tasks  with  Deadlines 
V  Taf- 


Ta: 
Mis 


Mo 


12 


14 


18 


Deadline 


Ov 


Task  Name 


^  lJ  Finish  first  quarter  projections 
^  LJ  Prepare  presentation  for  Fi  §■ 


i-J  Revise  current  client  datab 


Q-l 


Hanagei  box  ait  -  MiciosofI  Exchange 


Cc    Ifl^Lefiehan  Don  Hal  JohnZwiia 


Subject  fr  cam  MaMgw  box  ail 


SendL 


▼  Peifoniiaiice  Goals 


Barb 

Erie 

Lilly 

Michelle 

Rich 

Jane 


1 

Become  mote  seJ-dii 

2 
3 

Improve  woikiiig  rela 
Take  more  iniiahve 

4 

[Type  here  to  add  a 

To  motivate  your  team  and  keep  them  in  synch  requires  having 
a  mind  for  details.  A  mind  that  can  recall  the  status  of  many 
tasks  at  once.  A  mind  that  can  keep  track  of  the  abilities 
and  workload  of  team  members.  A  mind  that  can  remember 
the  past  performance  of  everyone  in  the  group  for  meaningful 
evaluations.  In  other  words,  a  mind  that  has  Microsoft  Team 
iv.;i  helping  it.  Team  Manager  makes  it  easy  to  keep  any 

team  working  together  by  automatically  consolidating  and 


Where  do  you  want  to  go  today?' 


tracking  work  by  team  members.  The  whole  group  can  use  it 
to  get  an  accurate  picture  of  team  progress,  what  deadlines 
are  looming  and  what  tasks  need  doing.  And  because  Team 
Manager  is  part  of  the  Microsoft  Office  family  of  applications, 
your  team  will  feel  comfortable  using  it  right  from  the  start. 
Check  it  out  for  yourself  at  vvww.microsott.com/teammanager/. 
You'll  see  how  Team  Manager  can  help  you  organize,  motivate, 
track,  evaluate,  schedule  — you  know. ..manage. 


www.microsoft.com/teammanager/ 


©1996  Microsoft  Corporation.  All  rights  reserved.  Microsoft  and  Where  do  you  want  to  go  today?  are  registered  trademarks  of  Microsoft  Corporation. 


The  Old  Rules 
No  Longer  Apply 

Accounting  needs  new  standards  for  capitalizing  intangibles. 


How  IRONIC  THAT  ACCOUNTING  is  the  last  vestige  of  those  who 
beheve  that  things  are  assets  and  that  ideas  are  expendable. 

The  profession  should  know  better.  In  recent  decades  the  use- 
fulness of  financial  reports  of  public  companies  has  steadily 
declined,  despite  their  increased  gloss  and  girth.  One  indica- 
tor: In  the  1960s  and  1970s,  about  25%  of  the  differences  in  stock 
price  changes  could  be  attributed  to  differences  in  reported  earn- 
ings. But  by  the  1980s  and  early  1990s,  this  figure  had  dropped 
to  less  than  10%. 

That's  a  lot  of  lost  relevance.  Everybody  in  this  economy  ought 
to  be  concerned.  Reliable  financial  reporting  guides  capital  to  the 
most  promising  investments.  But  bad  or  outdated  information 
can  lead  to  an  inefficient  allocation.  This  leads  to  volatile  mar- 
kets and  investors  who  demand  higher-risk  pre- 
miums to  cover  the  increased  uncertainty.  That's 
why,  for  capital  markets  to  function  best,  financial  statements 
need  to  be  as  informative  as  possible. 

Conventional  accounting  performs  poorly  with  internally  gen- 
erated intangibles  such  as  R&D,  brands,  and  employee  talent — 
the  very  items  considered  the  engines  of  modern  economic 
growth.  Example:  Today's  generally  accepted  accounting  princi- 
ples call  for  the  immediate  expensing  of  R&D  costs.  But,  unlike 
rent  and  interest  payments,  intangibles  often  produce  rich  future 
rewards.  Why  else  would  firms  invest  so  heavily  in  them?  Expens- 
ing them  now  produces  serious  distortions  in  reported  earn- 
ings and  detracts  from  the  relevance  of  financial  reports. 

Many  defend  immediate  expensing  because  it  is  conservative 
(i.e.,  a  practice  that  leads  to  the  reporting  of  lower  profits). 
But,  in  fact,  it  is  biased  and  inaccurate.  Expensing  is  only  con- 
servative when  outlays  on  intangible  investments  exceed  their 
revenues,  which  usually  occurs  early  in  a  company's  life.  Later 
on,  as  investment  in  intangibles  subsides  while  revenues  from 
intangibles  increase,  reported  profitability  is  often  overstated. 

This  is  not  a  situation  conducive  to  the  vitality  of  capital  mar- 
kets. Something  has  to  change. 

To  regain  its  relevance,  traditional  accounting  needs  to  develop 
new  standards  for  the  capitalization  and  subsequent  amortizing 
of  intangible  investments.  They  should  be  treated  similarly  to 
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investment  in  physical  assets.  Any  intangible  investment  that  can 
be  associated  with  identifiable  and  measurable  benefits  is  a  wor- 
thy capitalization  candidate. 

Most  R&D  projects,  products  under  development,  and  cus- 
tomer (franchise)  acquisition  costs  meet  these  criteria — their 
benefits  are  often  both  identifiable  and  measurable.  By  com- 
parison, certain  employee  development  costs  do  not — attribu- 
tion of  specific  benefits  to  these  programs  remains  difficult. 

In  practice,  as  the  capitalized  investments  in  intangibles  reach 
the  marketing  stage,  they  should  be  amortized  according  to  the 
expected  duration  of  their  benefits.  Projects  that  fail  the  market 
test  will  be  written  off  as  an  extraordinary  charge  to  earnings 
or  capital.  Such  an  approach  will  not  only  improve  the  rele- 
vance of  financial  reports  by  restoring  revenue- 
cost  matching  but  will  also  help  managers  evalu- 
ate and  control  their  investment  in  intellectual  capital. 

All  of  this  may  seem  self-evident.  It  has  instead  been  a  sub- 
ject of  considerable  contention.  Proposals  to  capitalize  intangible 
assets  have  generally  been  opposed  by  managers,  financial  ana- 
lysts, and  accountants  for  the  following  reasons:  (1)  intangibles 
are  too  uncertain  (risky)  to  be  considered  assets;  (2)  amortiza- 
tion of  the  capitalized  values  is  subjective  and  could  be  misused 
to  manipulate  financial  reports;  (3)  the  costs  of  intangibles  (the 
basis  of  capitalization)  bear  no  relationship  to  their  real  value  in 
light  of  future  benefits;  and  (4)  failure  of  intangible  projects  pre- 
sented on  balance  sheets  as  assets  may  expose  managers  and 
auditors  to  frivolous  shareholder  litigation. 

These  concerns  are  overstated.  Let's  look  at  them  individually. 

1.  Managers'  and  analysts'  objections  notwithstanding,  in- 
vestors already  act  as  if  they  capitalize  intangibles.  Research 
has  shown  that  R&D  and  certain  customer  acquisition  outlays 
are  positively  associated  with  stock  price  changes  (returns).  This 
indicates  that,  on  average,  investors  consider  them  valuable  assets 
promising  future  benefits,  rather  than  expenses. 

2.  While  investors  largely  adjust  for  the  expensing  of  intan- 
gibles, they  also  appear  to  substantially  discount  the  value  of 
intellectual  capital.  This  apparent  undervaluation  may  be  related 
to  the  lack  of  available  information  concerning  the  nature  and 
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I  Aff  prospects  of  intangible  investments.  If  so,  managers' 
LV  W  internal  information,  conveyed  to  capital  markets  by 
the  capitalization  and  amortization  of  intangibles,  may  boost 
investor  confidence  and  add  to  shareholder  value. 

3.  Ahhough  the  cost  of  intangibles  generally  differs  from  their 
real  value  (which  is  also  true  of  tangible  assets),  research  from 
recent  acquisitions  of  in-process  R&D  and  technology  shows  that 
there  is  a  high  correlation  between  prices  paid  for  such  intan- 
gibles and  the  cumulative  R&D  cost  of  the  acquired  enterprises. 
While  not  identical,  capitalized  values  may  provide  reasonable 
proxies  for  fair  market  values  of  intangibles. 

4.  Regarding  the  fraud,  manipulation,  and  shareholder  law- 
suits that  allegedly  will  follow  the  capitalization  of  intangibles, 
let's  review  the  only  industry  that  is  exempted  from  the  univer- 
sal R&D  expensing  requirement — software.  Since  1985,  most  soft- 


ware producers  have  capitalized  a  portion  of  their  R&D  and  prod- 
uct development  costs  in  a  manner  similar  to  that  proposed 
above.  While  no  small  number  of  shareholder  lawsuits  and  SEC 
actions  have- been  aimed  at  software  companies,  they  generally 
allege  improper  accounting  practices,  such  as  fraudulent  revenue 
recognition  (front  loading)  and  understatement  of  expenses  and 
provisions.  A  litigation  avalanche  alleging  fraudulent  capitaliza- 
tion of  software  development  costs  simply  has  not  emerged. 

All  of  this  would  seem  to  make  a  strong  case  for  treating  most 
intangibles  the  same  as  hard  assets — and  for  the  systematic  and 
universal  measurement  of  intellectual  capital.  But  old  traditions 
die  hard.  For  now,  the  forces  of  the  status  quo  still  reign. 

Baruch  Lev  is  the  Philip  Bardes  Professor  of  Accounting  and  Finance  at  New  Vbri 
University's  Stern  School  of  Business.  Professor  Lev  writes  frequently  on  the  subject^ 
of  financial  reporting  and  intangible  assets,  blev@stern.nyu.edu 


Major  Boo-Boo 

'  Managers  err  when  they 
treat  information  lil<e  a  hard  asset. 


First  of  all,  intellectual  capital  is  a  lousy  term.  The  intan- 
gible asset  of  information  and  knowledge  is  unlike  any  form  of 
capital.  Or  any  other  physical  asset.  Consider  these: 

1.  The  value  of  information  changes  with  time.  Most  com- 
monly, it  decreases.  But  not  always.  The  value  of  knowing  about 
the  inner  workings  of  the  Internet  is  much  higher  now  than  it 
was  five  years  ago.  It  hardly  ever  fluctuates  around  an  equilib- 
rium price,  as  in  the  case  of  a  piece  of  real  estate  or  a  commodity. 

2.  Value  is  in  the  eye  of  the  beholder.  Some  will  pay  a 
premium  for  a  brand  they  like.  Others  won't. 

3.  The  value  of  information  can  be  negative. 
Misinformation  subtracts  value  from  the  valuable.  In  1948  when 
the  Chicago  Tribune  published  the  famous  headline  "Dewey 
Defeats  Truman,"  the  newspaper  severely  damaged  its  credibil- 
ity. Negative  value  has  no  equivalent  in  the  worlds  of  objects  or 
capital.  The  price  of  an  object  never  goes  below  zero. 

4.  Information's  value  is  relationship  dependent.  Alan 
Greenspan  can  make  an  obscure  reference  to  the  stock  market, 
and  securities  prices  change  instantly  and  globally.  The  value 
of  an  American  businesspersoii's  fluency  in  Mandarin  fluctuates 
with  the  Chinese  economy. 

5.  Information's  value  is  dependent  on  others'  knowledge 
of  similar  information.  Sometimes  information  is  more  valu- 
able when  no  one  else  knows  it,  such  as  knowing  where  to  drill 
for  oil.  Other  times  information  is  more  valuable  when  many 
others  know  it,  too;  for  instance,  knowing  Spanish  is  more  valu- 
able than  knowing  Swahili,  and  Windows  more  than  OS/2. 

6.  The  value  of  information  is  unrelated  to  its  cost.  The 
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ultimate  determinant  of  value  is  the  market,  which  is  mutable 
and  enigmatic.  The  best  ideas  are  often  the  cheapest. 

How  do  you  use  these  principles  in  your  business?  Start  by 
managing  according  to  the  natural  laws  of  information: 

1.  Any  behavior  that  treats  information  as  a  scarce 
resource  should  be  scrutinized.  Examples  include  hoarding 
it,  limiting  its  access,  and  trying  to  obtain  all  the  information 
about  a  topic — focus  on  efficiency  instead. 

2.  Actions  that  ignore  the  skills  of  individual  employees 
squander  valuable  untapped  assets.  Too  often 
you  think  of  an  employee  as  a  job  description  first 

and  as  a  unique  person  second.  You  must  reverse  that. 

3.  Consider  having  a  companywide  intranet,  in  which  every 
employee  builds  his  or  her  own  Web  site.  Each  employee 
could  post  relevant  personal  information  such  as  job  responsi- 
bilities, project  descriptions  and  status,  skills  attained,  links  tc 
team  members,  department  objectives,  etc.  Communicating  this 
type  of  information  leads  to  the  better  use  of  each  employee's 
specialized  skills,  builds  better  relationships  within  the  organi- 
zation, and  adapts  easily  to  an  ever-changing  environment. 

4.  Focus  less  on  the  tools  of  the  information  age  and  more 
on  information  itself.  To  reap  the  benefits  of  informatior 
literacy,  get  good  at  gathering,  organizing  and  presenting  infor- 
mation, building  and  strengthening  relationships,  adapting  tc 
change,  and,  oh  yes,  creating,  learning  and  thinking.  I 

Rich  Willis  is  founder  and  president  of  Willis  Marketing  Associates,  which  applie: 
information  age  principles  to  business.  He  holds  a  mechanical  engineering  degree 
from  Duke  University.  richwillis@'aol.com 
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^We'll  Help  You 
Get  It. 


Your  idea  for  an  electronic  product  has  the  potential  to  revolutionize  business.  The 
next  pager,  cellphone,  computer,  appliance  is  a  masterpiece  in  your  mind's  eye.  But 
unfortunately,  you're  not  sure  you  can  make  it  a  reality.  Complexities  are  mounting. 
Costs  are  soaring. There's  no  time  to  redesign.  And  your  team  should  have  had  it  out 
the  door  yesterday. 

Feeling  a  little  perplexed?  Relax.  With  Cadence  in  the  picture,  you'll  untangle  all  your 
electronic  product  development  challenges.  With  our  comprehensive  services  and 
design  software,  you'll  bring  products  to  life  faster  than  you  ever  thought  possible. 

Bottom  line — when  you  partner  with  Cadence,  you'll  spend  less  time  scratching 
your  head  over  complex  design  implementation,  and  more  time  reaping  the  rewards 
of  great  electronic  product  designs. 

So,  if  you  feel  like  you're  simply  painting  over  the  problem,  come  visit  Cadence  at 
http://ww-w.cadence.com  or  call  1.800.746.6223  for  a  sound  perspective. 


Your 


COMPLEX 


ELECTRONIC 


PRODUCT. 


Get  it  DESIGNED. 


Get  it  TO  WORK. 


Get  it  TO  MARKET. 


cadence 


©1997  Cadence  Design  Systems,  Inc  555  River  Oaks  Parkway,  San  Jose  CA  951 34  The  Cadence  logo  is  a  trademark  of  Cadence  Design  Systems,  Inc  Corporate  Marketing  1/97 


SEC  Loves  IC 

Commissioner  Steven  Wallman  sees 
a  future  for  IC  reporting. 


Tall,  broad-shouldered,  and  absolutely  bald,  Steven  Wallman  looks 
like  an  ex-Olympic  butterfly  swimmer  Editor  Rich  Karlgaard  talked 
to  Wallman  about  IC  disclosure  at  his  SEC  office  in  Washington. 

ASAP:  Why  do  you  advocate  the  reporting  of  intangibles?  The 
capital  markets  already  build  it  into  their  assumptions. 
Wallman:  They  absolutely  do.  You  could  argue  that  we  don't  need 
financial  statements  at  all,  because  without  them  you'd  still  find 
a  way.  But,  in  fact,  financial  statements  do  end  up  being  the  thing 
that  keeps  the  discussion  of  information  and  exposure  of  infor- 
mation honest.  Financial  statements  provide  that  kind  of  integrity 
check.  If  we  start  to  get  further  afield  so  that  the  financial  state- 
ments become  less  and  less  useful  and  are  measuring  ^B^H 
less  and  less  of  what  it  is  that  is  truly  valuable  in  a  ^BBIH 
company,  then  we  start  to  eliminate  the  ability  of  that  score- 
board—  that  integrity  check — to  be  as  useful  as  it  has  been. 
Because  of  this  uncertainty,  in  the  knowledge  sector  you  see 
tremendous  volatility. 

A:  Why  is  that  bad?  Tech  stocks  have  always  been  volatile.  That 
hasn't  stopped  people  from  investing  in  them. 
W:  Clearly  what  volatility  does  is  increase  perceived  risks.  The 
investor  demands  a  higher  return.  If  you  demand  a  higher 
return,  you  increase  the  cost  of  capital.  It  creates  an  increased 
cost  of  capital  for  that  whole  sector.  The  question  is.  Can  you 
reduce  that  cost  of  capital  by  reducing  the  volatility,  by  reduc- 
ing the  perceived  risk,  by  allowing  companies  to  provide  better 
disclosures  that  will — -when  you  go  through  this  whole  cycle — 
reduce  their  cost  of  raising  capital?  That's  critical.  If  you  can 
reduce  the  cost  of  capital,  you  can  have  more  jobs,  you  can 
pay  better,  you  can  have  more  customers,  with  products  that 
you  sell  at  a  lower  cost. 

A:  Where  would  you  like  your  agency  to  start? 
W:  I  think  the  appropriate  next  step  is  more  research.  Then  sup- 
plemental disclosure  that  makes  it  clear  that  this  is  different  from 
a  disclosure  that  relates  to  $100  coming  in  through  the  door.  We 
are  already  at  the  point  where  certain  measures  are  reasonably 
credible  enough  so  they  can  be  disclosed  today,  which  will  be 
quite  helpful  and  useful  in  showing  drivers  of  value.  But  I  don't 
think  that  is  the  same  kind  of  thing  that  you  would  expect  nec- 
essarily to  be  on  a  balance  sheet. 
A:  What  are  some  examples  of  your  new  measures? 
W:  One  clear  driver  of  wealth  production  in  a  company  is  cus- 
tomer satisfaction.  People  have  found  that  if  you  have  higher  lev- 
els of  customer  satisfaction,  you  have  higher  retention  level,  you 
can  also  charge  more,  and  you've  got  more  loyalty.  Lots  of  things 


flow  through  high  levels  of  customer  satisfaction.  Firms  like  J.  D. 
Power  and  others  are  capable  of  measuring  that  in  surveys. 
A:  Yes,  but  their  measurements  are  relative,  not  absolute. 
W:  Well,  it's  both.  Next,  they  would  have  to  come  up  with  cred- 
ible measures  of  customer  satisfaction,  at  least  within  certain 
industry  sectors.  You  want  absolute  customer  satisfaction  and 
you  also  want  relative  satisfaction,  so  that  you  have  a  competitive 
understanding  of  how  it  plays  out.  Both  of  those  can  be  obtained. 
J.  D.  Power  can  do  industrywide  surveys,  and  they  can  do  rela- 
tive and  absolute  levels. 
A:  What  else  would  you  like  to  see? 

W:  Employee  satisfaction  measures  are  also  starting  to  come 
^^^^H  to  the  fore.  People  are  starting  to  feel  reasonably 
^^^^H  comfortable  with  a  number  of  those.  These  can  be 
anything  from  very  objective,  simple  measures,  like  how  many 
days  of  absenteeism  are  there,  to  measures  that  relate  to  more 
psychologically  gratifying  issues  of  how  happy  people  are  at  work 
and  things  like  that. 

A:  Happiness  tests?  Who  would  conduct  such  surveys — third 
parties  like  J.  D.  Power,  or. ..perish  the  thought! ...would  the 
government  get  involved? 

W:  Not  the  government,  for  a  couple  of  reasons.  The  government 
is  not  necessarily  the  greatest  at  coming  up  with  new  innova- 
tions with  regard  to  measures  of  this  type.  The  government,  I 
think,  has  a  valid  role  to  play  in  standard-setting,  enforcing 
appropriate  disclosures,  eliminating  externalities,  ensuring 
antifraud,  and  things  of  that  nature.  You  don't  want  somebody 
saying  I.  D.  Power  is  not  grading  right.  We're  quite  good  at  that 
kind  of  thing.  We're  not  very  good  at  coming  up  with  the  mea- 
sures, designing  new  tests,  and  implementing  them  ourselves. 
A:  Do  you  foresee  a  day  when  we  can  apply  hard  numbers  to 
intangible  assets? 

W:  Yeah,  sure.  I  think  that  Baruch  Lev  is  working  on  it.  What 
you'll  see  over  the  next  two,  three,  four  years  is  the  development 
of  new  methods,  new  theories,  new  constructs,  where  some  will 
gain  currency  and  some  won't.  The  ones  that  gain  currency  even- 
tually will  find  their  way  into  exposure. 

A:  Steve,  I  worry  about  false  assumptions.  Take  R&D.  Everyone 
in  the  intellectual  capital  movement  assumes  it  is  a  good  thing. 
But  Harvard's  Michael  Jensen  claims  it  ain't  so.  He  says  most  big 
companies  get  negative  return  from  R&D.  They  squander  it. 
W:  I  am  not  actually  convinced  by  Professor  Jensen's  work  and 
the  results  that  he  had.  For  every  example  it's  easy  to  come  up 
with  a  counterexample  where  R&D  has  paid  off  wonderfully.  But 
leaving  aside  that  debate,  what  we  are  talking  about  here  is  ^41 
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New  Metrics 
for  a  New  Age 

Two  experts  want  this  in  your  next  annual  report. 


When  Leif  Edvinsson  and  I  set  out  to  write  a  book  called 
Intellectual  Capital,  we  knew  our  efforts  would  only  add  to  the 
skepticism  about  IC  unless  we  actually  devised  a  usable  report, 
metrics  and  all.  The  good  news  was  that  Leif,  as  the  only  person 
in  the  world  who  had  created  an  IC  report  (for  his  employer,  the 
Swedish  financial  services  firm  Skandia), 
knew  better  than  anyone  the  path  we 
needed  to  take.  So  in  mid- 1996  we  set  out  to  construct  our  stan- 
dard IC  reporting  model,  applicable  to  any  company. 

Is  our  model  complete?  No.  For  one  thing,  it  fails  to  capture 
many  of  the  characteristics  that  make  companies  a  success,  includ- 
ing employee  morale,  dynamic  and  forward-thinking  leadership, 
and  an  environment  that  supports  innovation  and  creativity.  Nor 
is  it  a  replacement  for  traditional  bookkeeping,  but  rather  it  is  a 
predecessor,  a  predictive  function  that  accounting — always  a 
descriptive  discipline — has  never  before  had. 

Do  we  believe  this  will  be  the  IC  reporting  model  adopted 


for  general  use  by  FASB  (Financial  Accounting  Standards  Board 
and  other  similar  standards  bodies?  Probably  not  exactly  in  iti 
current  form.  But  we  think  that  if  there  ever  is  a  formalized  IC 
reporting  program,  it  will  by  necessity  look  a  lot  like  this.  I 
will  contain  a  sizable  body  of  indicators,  linked  together  by  i 
navigation  tool,  and  will  work  as  a  predic 
tive  operation  on  the  front  end  of  the  tra 
ditional  accounting  model,  rather  than  replacing  it.  There  ha 
been  way  too  much  talk  about  intellectual  capital  measuremen 
in  recent  years  and  not  enough  time  spent  actually  doing  it.  Hen 
is  a  model  that  any  business  can  put  to  use  right  now. 

We  urge  you  to  give  it  a  try.  Doing  so  will  not  only  give  yo^ 
a  head  start  on  IC  measurement  over  your  competitors  but  wil 
also  give  you  an  unprecedented  understanding  of  your  compan] 
and  its  operations — and  that  alone  will  be  worth  the  time  and 
investment  required.  We  look  forward  to  hearing  from  you  abou 
your  attempts. 


1.  Total  assets  ($) 

2.  Total  assets/employee  ($) 

3.  Revenues/total  assets  (%) 

4.  Profits/total  assets  (%) 

5.  Revenues  resulting  from  new  business  operations  ($) 

6.  Profits  resulting  from  new  business  operations  ($) 

7.  Revenues/employee  ($) 

8.  Customer  time/employee  attendance  (%) 

9.  Profits/employee  ($) 

10.  Lost  business  revenues  compared  to  marl<et  average  (" 

11.  Revenues  from  new  customers/total  revenues  (%) 

12.  Market  value  ($) 

13.  Return  on  net  asset  value  (%) 

1 4.  Return  on  net  assets  resulting  from  new  business  operations  ( 

15.  Value  added/employee  ($) 

16.  Value  added/IT-employees  ($) 

17.  Investments  in  IT  ($) 
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1 .  Market  share  (%) 

2.  Number  of  customers  (#) 

3.  Annual  sales/customer  ($) 

4.  Customers  lost  (#) 

5.  Average  duration  of  customer  relationship  (#) 

6.  Average  customer  size  ($) 

7.  Customer  rating  (%) 

8.  Customer  visits  to  the  company  (#) 

9.  Days  visiting  customers  (#) 

10.  Customers/employee  (#) 

11.  Field  salespeople  (#) 

12.  Field  sales  management  (#) 

13.  Average  time  from  customer  contact  to  sales  response  ( 

14.  Sales  closed/sales  contacts  (%) 

1 5.  Satisfied  customer  index  (%) 

16.  IT  investment/salesperson  ($) 

17.  IT  investment/service  &  support  employee  ($) 


18.  Support  expense/customer  ($) 

19.  Service  expense/customer/year  ($) 

20.  Service  expense/customer/contact  ( 


Administrative  expense/total  revenues  (%) 
Cost  for  administrative  error/management  revenues  (%) 
Processing  time,  outpayments  (#) 
Contracts  filed  without  error  (#) 
Function  points/employee-month  (#) 
PCs/employee  (#) 
Laptops/employee  (#) 
Administrative  expense/employee  ($) 
IT  expense/employee  ($) 

10.  IT  expense/administrative  expense  (%) 

11.  Administrative  expense/gross  premium  (%) 

12.  IT  capacity  [CPU  &  DASDl  (#) 

13.  Change  in  IT  inventory  ($) 


14.  Corporate  quality  goal  (#) 

15.  Corporate  performance/quality  goal  (%) 

16.  Discontinued  IT  inventory/IT  inventory  (%) 

17.  Orphan  IT  inventory/IT  inventory  (%) 

18.  IT  capacity/employee  (#) 

19.  IT  performance/employee  (#) 


1.  Competence  development  expense/employee  ($) 

2.  Satisfied  employee  index  (#) 

3.  Marketing  expense/customer  ($) 

4.  Share  of  training  hours  (%) 

5.  Share  of  development  hours  (%) 

6.  Employee's  view  (empowerment  index)  (#) 

7.  R&D  expense/administrative  expense  (%) 

8.  Training  expense/employee  ($) 

9.  Training  expense/administrative  expense  (%) 

10.  Business  development  expense/administrative  expense  (%) 

11.  Share  of  employees  below  age  40  (%) 

12.  IT  development  expense/IT  expense  (%) 

13.  IT  expenses  on  training/IT  expense  (%) 

14.  R&D  resources/total  resources  (%) 

15.  Customer  base  (#) 

16.  Average  customer  age  (#) 

17.  Average  customer  education  (#) 

18.  Average  customer  income  ($) 

19.  Average  customer  duration  with  company  (months)  (#) 

20.  Training  investment/customer  ($) 


21.  Direct  communications  to  customer/year  (#) 

22.  Non-product-related  expense/customer/year  ($) 

23.  New  market  development  investment  (S) 

24.  Industry  development  investment  ($) 

25.  Value  of  EDI  system  ($) 

26.  Upgrades  to  EDI  system  ($) 

27.  Capacity  of  EDI  system  (#) 

28.  Ratio  of  new  products  (less  than  2  years  old)  to  full 
company  catalog  (%) 

29.  Ratio  of  new  products  (less  than  2  years  old)  to  product 
family  (%) 

30.  R&D  invested  in  basic  research  (%) 

31.  R&D  invested  in  product  design  (%) 

32.  R&D  invested  in  processes  (%) 

33.  investment  in  new  product  support  and  training  ($) 

34.  Average  age  of  company  patents  (#) 

35.  Patents  pending  (#) 

1.  Leadership  index  (#) 

2.  Motivation  index  (#) 

3.  Empowerment  index  (#) 

4.  Number  of  employees  (#) 

5.  Employee  turnover  (%) 

6.  Average  employee  years  of  service  with  company  (#) 

7.  Number  of  managers  (#) 

8.  Number  of  women  managers  (#) 

9.  Average  age  of  employees  (#) 


10.  Share  of  employees  less  than  40  years  (%) 

11.  Time  in  training  (days/year)  (#) 

12.  Number  of  directors  (#) 

13.  Number  of  women  directors  (#) 

14.  Number  of  full-time  or  permanent  employees  (#) 

15.  Average  age  of  full-time  or  permanent  employees  (#) 

16.  Average  years  with  company  of  full-time  or  permanent 
employees  (#) 

17.  Annual  turnover  of  full-time  permanent  employees  (#) 

18.  Per  capita  annual  cost  of  training,  communication,  and 
support  programs  for  full-time  permanent  employees  ($) 

19.  Full-time  or  permanent  employees  who  spend  less  than 
50%  of  work  hours  at  a  corporate  facility  (#) 

20.  Percentage  of  full-time  permanent  employees  (%) 

21.  Per  capita  annual  cost  of  training,  communication,  and 
support  programs  ($) 

22.  Number  of  full-time  temporary  employees  (#) 

23.  Average  years  with  company  of  full-time  temporary 
employees  (#) 

24.  Per  capita  annual  cost  of  training  and  support  programs 
for  full-time  temporary  employees  ($) 

25.  Number  of  part-time  employees  or  non-full-time 
contractors  (#),  average  duration  of  contract  (#) 

26.  Company  managers  with  advanced  degrees:  business 
(%),  science  and  engineering  (%),  liberal  arts  (%)  ■ 

Michael  S.  Malone  is  a  frequent  contributor  to  Forbes 
ASAP.  He  is  coauthor  0/ Intellectual  Capital  with  Leif 
Edvinsson.  msmalone@aol.com 


lAf  fl  1 1  f¥l  fl  fl  measuring.  Investors  know  this  and 

ffwCllllllOII  can  decide  whether  or  not  they  want  to 
provide  premiums  or  discounts  to  that  company's  stock,  given 
that  it  is  engaging  in  a  certain  kind  of  R&D  or  not.  Once  you 
give  shareholders  the  knowledge  [about]  what  it  is  that  the  com- 
pany is  doing,  and  they  decide  that  R&D  spending  by  a  company 
is  not  a  good  thing,  they  can  put  pressure  on  the  company  to 
come  up  with  some  other  way  of  doing  R&D,  or  give  it  back  to 
shareholders  and  let  shareholders  invest  in  small  startup  com- 
panies. That's  fine.  What  we're  talking  about  is  providing  that  kind 
of  information. 

A:  But  again,  why  bother?  The  markets  are  chugging  along  fine 
without  it  now. 

W:  There  are  people  who  say  that  right  now  you  can't  do  it  well 
enough,  so  therefore  it's  not  worth  trying.  That's  equivalent  to 
going  back  15  years  and  saying  right  now  we  don't  have  com- 
puters that  are  fast  enough  to  do  things.  Therefore,  don't  worry 
about  trying  to  come  up  with  software  or  trying  to  make  it 
better.  It's  silly.  We  can  see  a  vision  of  a  world  out  there  where 
we  can  measure  these  things  better. 

A:  What  does  the  Web  make  possible  in  terms  of  disclosure? 
W:  I  can  envision  something  in  the  future,  but  it  is  still  5  or  10 
years  away,  where  you'd  have  a  very  different  kind  of  financial 
reporting  system.  We  have  today  a  lot  of  disaggregated  infor- 
mation being  compiled  and  aggregated  by  accountants,  then  cate- 
gorized and  presented  in  a  financial  statement,  which,  as  you  say, 
the  analysts  then  take  and  spend  a  lot  of  time  disaggregating, 
trying  to  get  back  to  the  basics.  So  you  end  up  with  this  sort  of 
discounted  process.  Disaggregated  information  being  aggregated 
just  so  people  can  spend  all  their  time  trying  to  disaggregate  it 


again.  This  was  necessary  before  electronic  delivery.  But  if  you 
extend  this  out,  as  you  think  about  it  in  5  years  or  10  years — 
as  we  get  better  database  technology,  faster  and  more  powerful 
computers,  and  greater  bandwidth  to  disclose  information  through 
the  Internet  and  through  other  kinds  of  communication  net- 
works— then  you  are  in  a  position  where  you  can  imagine  not 
going  through  the  aggregation  process  at  all.  You  could  see  hav- 
ing the  auditor  function,  certifying  the  information  going  into 
a  database,  certifying  whether  cash  was  received  on  a  certain  day. 
But  after  that,  people  like  you  or  me  or  an  institution  would  then 
have  our  own  application  program  we  could  buy  off  the  shelf. 
Microsoft  would  sell  it. 

A:  To  do  what?  Create  our  own  financial  statement? 
W:  Exactly.  You  could  access  a  database  and  create  your  own 
kind  of  financial  statement.  Based  on  your  preferences  and  kinds 
of  things  you  look  for.  The  things  you  care  about  may  be  dif- 
ferent from  the  [profile]  I  create.  But  we'd  all  be  basically  work- 
ing off  the  same  database.  You  can  imagine  something  hke  that. 
A:  How  does  this  play  into  the  subject  of  intangibles? 
W:  You,  as  an  investor,  might  value  employee  satisfaction  or  cus- 
tomer satisfaction.  I  might  value  brand  integrity  and  patents. 
Another  person  might  value  the  financial  incentive  of  managers 
as  defined  by  the  number  of  options  they  hold  and  the  strike 
price.  I  might  value  some  intangibles  more  highly  than  you  might, 
or  less  highly,  or  not  at  all.  But  at  least  I  would  have  access  to 
it,  and  be  able  to  place  it  into  my  own  grid  and  assign  some 
multiple  that  made  sense  to  me.  ■ 

Steven  Walhnan,  an  SEC  commissioner  since  1994,  directed  a  major  symposium  on  the 
accounting  of  intangible  assets  last  April.  Prior  to  his  SEC  appointment,  Walhnan  served  as 
a  partner  at  Covington  and  Burling's  Washington  taw  office,  commissionerwallman@sec.gov 
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You're  a  Fool  If 
You  Buy  Into  This 

At  best,  useless.  At  worst,  "stakeholder"  meddling. 


"You've  got  to  be  kidding!"  I  told  the  voice  on  the  phone. 
She  had  called  me  at  dinnertime  to  tell  me  she  would  cut  off  my 
credit  line  if  I  didn't  make  a  payment  the  next  day.  "Do  you  know 
how  rich  I  am?  I  may  not  have  any  money,  but  I  am. ..an  intellec- 
tual capital  millionaire!  I  have  a  doctorate  in  economics  and  a 
Phi  Beta  Kappa  key.  My  wife  studied  psychopharmacology,  plays 
the  flute,  and  speaks  French.  And  on  my  family  balance  sheet  my 
five  children  have  already  capitalized  one  Ph.D.,  two  and  a  half 
bachelor's  degrees,  three  prep  school  degrees,  and  two  fancy  East 
Coast  private-grade-school  honor-roll  certificates.  We  have 
books  all  over  the  house  and  our  own  Web  site,  sophist.com.  We 
recycle  everything.  We  value  diversity.  My  chil- 
dren have  studied  Latin,  for  crissake.  And  with 
all  this  intellectual  capital,  you  want  to  cut  off  my  credit  card?" 

"With  all  that  intellectual  capital,  maybe  next  time  you  can 
figure  out  how  to  pay  your  bills,"  she  said,  and  hung  up.  Bitch! 

This  argument,  or  some  variant  of  it,  is  the  mantra  of  knowl- 
;dge  workers,  knowledge  consultants,  chief  knowledge  officers, 
md  New  Age  knowledge  accountants  who  have  figured  out  there 
ire  big  bucks  to  be  made  in  intellectual  capital — or  simply  IC  to 
:hose  in  the  know.  Like  professors  everywhere,  they  argue  it  is 
ime  for  society  to  recognize  the  value  of  people  who  are  smart 
•ather  than  those  who  create  profits,  both  at  cocktail  parties  and 
m  a  company's  financial  statements.  And  they  want  every  com- 
pany in  America  to  have  an  IC  strategy,  which  they  will  help  you 
:reate  and  implement. 

After  reading  the  academic  papers  in  the  field,  I  have  for- 
nalized  a  strategy  that  I  can  recommend  without  reservation:  If 
^ou  meet  people  who  have  the  word  knowledge  anywhere  on  their 
msiness  card,  don't  give  them  any  money!  Just  walk  quickly 
ind  quietly  away.  At  best,  IC  will  bore  you  to  death.  At  worst, 
C  is  a  potential  Trojan  horse  for  those  who  want  stakeholders, 
lot  shareholders,  to  control  our  companies,  and  social  agen- 
las,  not  performance,  to  drive  business  decisions.  Early  signs 
hat  the  IC  mavens  have  captured  the  attention  of  officials  at  both 
he  SEC  and  FASB  (Financial  Accounting  Standards  Board)  mean 
t  is  time  to  drive  a  stake  through  the  heart  of  this  movement 
low,  before  any  real  damage  is  done. 


The  most  troubling  idea  of  the  IC  generation  is  to  tinker  with 
financial  statements,  so  companies  full  of  smart  people  who  don't 
make  profits  look  more  attractive  to  investors.  Some  want  to 
include  the  capitalized  value  of  workers'  ideas  on  the  balance 
sheet.  Some  want  to  include  cultural  factors,  such  as  the  gender 
composition  of  the  workforce,  as  if  it  is  somehow  a  driver  of  the 
profitability  of  a  company.  And  some  want  to  use  measurements 
of  intellectual  capital  to  influence  the  credit  markets  or  public 
policy.  Anyone  who  has  ever  attended  a  Mensa  meeting  can 
see  the  fallacy  of  this  idea.  There  is  a  big  difference  between 
smart  and  effective,  and  I'll  take  an  effective  person  over  a  smart 
one  any  day. 

The  leading  advocate  of  balance  sheet 
diddling  is  Leif  Edvinsson,  director  of  intellectual  capital  for 
Skandia,  a  large  Swedish  financial  services  and  insurance  com- 
pany. (Yes,  the  same  Sweden  that  brought  us  the  welfare  state, 
Volvos,  and  socialized  medicine.)  He  and  his  colleagues  at  Skan- 
dia built  a  model  that  at  last  count  had  164  different  variables, 
not  including  subcategories,  to  explain  and  measure  intellectual 
capital.  It  must  have  been  a  long  night  when  they  thought  all 
those  things  up,  because  toward  the  end  they  had  to  use  "share 
of  employees  under  age  40  (%),""number  of  women  managers," 
and  "average  age  of  employees"  to  pad  the  list.  I  can't  even  imag- 
ine what  they  had  in  mind  with  those  ideas. 

Monkeying  with  financial  statements,  for  almost  any  rea- 
son, is  a  terrible  idea.  Investors  have  500  years  of  practice  inter- 
preting financial  statements  while  learning  to  understand,  pro- 
ject, get  comfortable  with,  and  value  our  more  than  $60  trillion 
in  total  assets.  In  doing  so,  they  have  developed  methods  to  adjust 
for  many  of  the  anomalies  (for  example,  amortization  of  good- 
will, which  can  only  be  defined  by  describing  what  it  is  not)  that 
emerge  from  our  archaic  double-entry  bookkeeping  practices 
from  time  to  time.  Scrambling  the  financial  data  we  use  to  make 
such  judgments  would  render  these  methods  less  useful.  It  also 
would  throw  up  a  cloud  of  uncertainty  large  enough  to  make 
owning  assets  more  risky,  and  therefore  less  valuable.  Giving  peo- 
ple more  information  is  fine:  They  can  make  their  own  judg- 
ments. Tinkering  with  the  balance  sheet  is  not  a  good  idea. 


BY  JOHN  RUTLEDGE 


holography  by  Max  Aguilera-Hellweg 
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n||4i|^^|»^  Although  intellectual  capital  is  important 

wMmw  (who  would  doubt  that  people  who  know 
how  to  do  things  are  more  successful  than  people  who  don't?), 
it  should  be  left  off  the  balance  sheet.  Balance  sheets  are  for  stujf, 
the  stuff  that  George  Carlin  talks  about,  not  people  or  ideas. 
People  aren't  assets  because  you  can't  own  them,  at  least  not 
in  this  country  (I'm  neglecting  alimony  here);  you  can  only  rent 
them.  Ideas  are  not  assets  because,  partly  due  to  the  fact  that 
the  people  who  generate  them  can't  be  owned,  you  can't  keep 
them  bottled  up  for  very  long.  (Except  for  the  secret  formula 
for  Coke,  that  is.)  If  you  want  to  measure  the  value  of  people 
and  their  ideas,  you  need  to  look  at  cash  flows,  not  assets.  Bal- 
ance sheets  measure  the  value  of  things  you  own;  cash  flows 
measure  the  value  of  things  you  rent.  Unless  we  return  to  con- 
ditions in  the  antebellum  South,  this  will  remain  true  no 
matter  how  many  computers  we  have  on  our  desktops  or  how 
fast  they  run. 

IC  evangelists  make  two  fundamental  claims.  They  claim  that 
knowledge  is  accelerating  at  such  an  incredible  rate  that  our 
brains  are  going  to  explode  if  we  are  not  careful.  (Stand  back, 
I'm  getting  smarter.)  And  they  claim  that  financial  measures  have 
become  useless  and  obsolete  because  the  value  of  intellectual 
capital  is  growing  so  fast  it  is  swamping  everything  in  deter- 
mining the  value  of  today's  companies.  Don't  believe  them  on 
either  count. 

Their  first  point  is  naive,  as  Daniel  Boorstin  details  in  his  fab- 
ulous books  The  Discoverers  and  The  Creators.  There  have  always 
been  very  smart  people  who  have  worked  hard  to  learn  as  much 
as  they  could  during  their  lifetimes;  knowledge  wasn't  invented 
in  our  lifetimes.  Although  I  have  never  met  my  personal  Dream 
Team,  I  am  confident  that  if  Leonardo,  Locke,  Newton,  Laplace, 
and  Jefferson  found  themselves  in  Silicon  Valley  today,  they  would 
get  along  just  fine. 

Nor  is  the  speed  at  which  information  flows  a  new  phenom- 
enon. Sir  Arthur  Conan  Doyle  wrote  about  five  daily  mail  deliv- 
eries in  greater  London  in  the  19th  century,  not  to  mention  the 
telegraph  and  Holmes's  real-time  messenger  boys,  who  were 
human  precursors  to  the  Internet.  Short  travel  distances  between 
cultural  hubs  (Florence,  Vienna,  Paris,  London)  and  competition 
among  royal  patrons  for  the  talents  of  creative  people  led  to  a 
great  deal  of  interaction  among  artists,  writers,  scientists,  and 
inventors  since  the  time  of  the  Renaissance.  And  the  idea  that 
intellectual  capital  has  value  is  not  new.  In  1839  the  French  Acad- 
emy of  Sciences  arranged  for  the  French  government  to  purchase 
Louis  Daguerre's  secret  process  for  fixing  an  image  on  a  plate  of 
silver,  or  daguerreotype,  in  exchange  for  a  lifetime  annuity  for 
the  inventor,  then  gave  the  idea  to  the  public  at  no  cost.  The  idea 
quickly  spread  across  Europe. 

The  second  point,  that  IC  is  becoming  so  valuable  that  it  ren- 
ders balance  sheets  obsolete  as  a  m.easure  of  a  company's  value, 
is  irrelevant.  Balance  sheets  were  never  intended  to  measure  the 
value  of  a  company,  and  they  are  not  used  for  that  purpose  by 
serious  investors.  At  best,  balance  sheet  measures  give  an  investor 
a  rough  idea  of  the  value  that  can  be  realized  by  killing  a  com- 
pany, breaking  it  up,  and  selling  it  in  pieces,  and  then  only  after 
careful  scrutiny,  't's  like  saying  the  value  of  a  human  being  is 
$2.89,  because  th.  ''s  all  the  component  chemicals  in  our  body 


would  fetch  in  the  marketplace.  The  value  of  a  business  as  a 
going  concern  is  determined  by  its  cash  flows  or  profits,  nol 
by  its  assets.  | 

That  something  is  afoot  in  the  capital  markets,  however,  h 
undeniable.  The  ratio  of  the  market  value  of  companies  to  tht 
market  value  of  their  physical  or  tangible  assets — which  car 
be  referred  to  as  Tobin's  Q-Ratio — has  increased  significantl) 
since  1981.  Some  portion  of  this  certainly  reflects  the  claims  o 
intellectual  capital  wonks  that  brainpower  is  replacing  prop- 
erty and  equipment  as  a  generator  of  income  and  wealth.  Thi; 
is  especially  true  of  the  high  technology  industries — known  a; 
bugs,  drugs,  and  plugs  among  venture  capital  types — that  havt 
sprouted  over  this  period. 

But  it  also  reflects  two  parallel  trends.  The  first  is  falling  infla- 
tion. Since  1981,  lower  inflation  and  lower  income  tax  rates  hav< 
caused  investors  to  radically  rebalance  their  portfolios,  shifting 
more  than  $8  trillion  of  wealth  from  tangible  assets  such  ai 
real  property  into  securities.  This  rebalancing  pushed  stocl 
and  bond  prices  higher — i.e.,  interest  rates  lower — than  the] 
had  been  in  the  preceding  decade,  relative  to  the  prices  of  tan 
gible  assets.  This  was  responsible  for  a  large  portion  of  thi 
Q-Ratio's  improvement. 

The  second  trend  is  toward  more-efficient  financial  markets 
by  which  I  mean  markets  that  allow  people  to  value,  buy,  am 
sell  income  streams  in  the  capital  markets.  Falling  inflation  erase* 
the  endless  income  streams — in  the  form  of  price  increases— 
the  world  had  learned  to  enjoy  spending,  and  created  a  sys 
tematic  shortage  of  future-dated  incomes  for  investors.  Investors 
in  turn,  bid  up  the  prices  of  income  streams,  from  bonds  to  equi 
ties,  especially  growing  ones  such  as  high  tech  firms.  It  is  thesi 
scarce,  growing  income  streams  that  form  the  basis  of  the  higl 
book  value  multiples  being  accorded  to  high  technology  com 
panies  in  the  stock  market.  In  principle,  the  book  value  of 
highly  dependable  income  stream  could  be  infinite  if  it  usei 
no  physical  capital  to  operate.  (You  could  create  such  a  compan 
by  selling  all  the  operating  assets  of  a  company  like  Coca-Col 
and  renting  them  back  to  run  the  business.)  Perhaps  ironicallij 
we  owe  the  ability  to  value  and  trade  unsecured  income  stream 
to  Michael  Milken  and  the  junk  bond  market  of  the  1980s. 

The  real  question  posed  by  intellectual  capital  is  not  one  c 
measurement  or  financial  reporting,  it  is  how  to  manage  th 
companies.  To  the  extent  that  today's  technology  companie 
derive  their  value  in  the  capital  markets  from  distant  incom 
streams  that  depend  on  a  continual  introduction  of  new  prod 
ucts  created  by  a  large  group  of  very  smart  people,  manager 
must  deal  with  a  serious  sustainability  question.  How  are  the 
going  to  hold  the  people  together  long  enough  to  accomplis 
their  objectives?  Since  they  can't  own  the  "assets" — the  peopl 
who  think  up  the  ideas  —  the  next  best  thing  is  to  have  the  pec 
pie  own  the  income  streams  created  by  their  own  efforts.  In  tech 
nology  companies,  broad  and  deep  employee  stock  ownershi, 
is  extremely  important. 

With  that  in  mind,  we  should  ask  ourselves  what  an  investc 
should  know  about  a  company's  IC  before  investing  in  the  coir 
pany.  At  the  top  of  my  list  would  be  information  about  the  long 
term  incentives  of  the  people  who  run  the  organization.  I'd  war 
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to  make  sure  that  more  than  half  their  total  pay  was  determined 
(both  up  and  down)  by  performance,  and  that  managers  were  at 
risk  in  the  company's  stock.  It  may  take  a  village  to  raise  a  child, 
but  it  takes  an  owner,  not  a  salaryman,  to  build  a  company. 
Why  worry  about  this  stuff  at  all?  Because  the  advocates  of 
(  IC  voodoo  are  working  hard  to  capture  the  ear  of  the  regula- 
(  tors  (read  "political  appointees")  who  control  the  country's 
I  security  markets.  And  they  are  having  a  lot  of  success  doing 

i  so,  as  indicated  in  recent  statements  made  by  SEC  officials, 
t  As  Michael  Malone,  one  of  the  IC  gurus,  recently  wrote,  IC  is 
jf  "not  merely  a  new  model  for  valuation,  but  a  new  arbiter  of 

ii  value. ...  Intellectual  capital  renders  a  nionil  jiidgnieut  on  what 
is  good  and  proper  behavior.  In  doing  so,  intellectual  capital 
establishes  a  whole  new  set  of  images  through  which  to  order  the 
world,  and  to  determine  what  behavior  will  be  valued  and 


rewarded  and  what  will  be  dismissed  and  punished."  Fright- 
ening words.  When  I  look  back  on  government  attempts  at 
behavior  modification  in  this  century,  where  a  small  group 
of  people  are  able  to  unilaterally  impose  their  values  on  other 
people,  I  see  very  bad  things.  Words  like  Malone's  are  very 
frightening. 

Sooner  or  later  a  consultant  is  going  to  knock  on  your  door 
and  offer  to  sell  you  a  seven-figure  (state-of-the-art)  project  to 
map  your  company's  intellectual  capital.  When  he  does,  sit  him 
down,  give  him  a  cup  of  coffee,  and  offer  him  a  job  on  the  load- 
ing dock.  It  may  not  be  too  late  for  him  to  learn  what  intellec- 
tual capital  is  really  all  about.  ■ 


John  Rutledge  is  chairman  of  Rutledge  &  Company,  a  merchant  banking  firm  in 
Greenwich,  Connecticut.  He  holds  a  Ph.D.  in  economics  and  is  a  columnist  for  Forbes 

magazine.  rutledgeco(s>aol.com 


We're  Microsoft, 
We  Don't  Need  IC 

America's  brainiest  company  is  fine  without  it,  says  CFO. 


Getting  back  to  basics  is  the  key  to  accountants'  surviving 
rapid  change  in  the  information  age. 

As  chief  financial  officer  of  one  of  the  world's  largest  knowledge- 
Ibased  corporations,  I  firmly  support  implementing  the  informa- 
tion age's  most  powerful  technologies  at  the  fastest  possible  rate. 
But,  despite  my  position,  I  believe  the  accounting  community  must 
"stick  to  the  basics"  on  increasingly  important  issues  such  as  meas- 
uring knowledge  and  valuing  intangible  assets. 

Accountants  are  not  analysts  and  shouldn't 
attempt  to  do  an  analyst's  work.  Instead,  they  should  rely  on  the 
accounting  fundamentals  that  have  served  the  business  com- 
munity well  for  many  decades.  Accountants  add  more  value  here 
than  if  they  attempt  to  capture  the  entire  flow  of  business  informa- 
:ion  in  an  overextended  "comprehensive  financial  reporting  model." 

At  Microsoft,  people  are  our  most  important  asset.  But  they 
uen't  recorded  on  our  balance  sheet.  They  don't  need  to  be. 
As  you  can  imagine,  employee  costs  figure  prominently  in  our 
"irofit-and-loss  statement.  Still,  because  we  so  often  reorganize 
3ur  product  groups  in  response  to  new  business  challenges,  only 
ligh  levels  of  summary  are  meaningful  in  longer-term  historical 
:ost  comparisons.  Yesterday's  head-count  costs  are  behind  us. 
A'e  learn  from  them  and  move  on.  Limiting  head  count  to  our 
ore  competencies  remains  a  basic  theme,  and  being  vigilant 
ibout  each  employee's  overhead  costs  is  key. 

Another  important  and  contentious  issue  for  the  high  tech 


business  community  is  the  widening  gap  between  book  and  mar- 
ket value.  Companies  with  substantial  intellectual  capital,  like 
Microsoft,  often  have  market  values  that  differ  widely  from  their 
cost-basis  balance  sheets.  Does  this  create  problems  for  investors 
and  management?  I  don't  see  much  evidence  of  it. 

Let  me  turn  it  around.  If  accountants  attempted  to  adjust  cost- 
basis  financial  statements  for  rapidly  changing  market  valua- 
tions, far  bigger  problems  would  arise.  We  would 
see  unnecessary  volatility  based  not  on  the  com- 
pany's recent  performance  but  on  the  market's  short-term  whims. 
That's  why  "back  to  basics"  is  always  better. 

Accounting  lies  ambiguously  between  reporting  on  what 
the  market  thinks  and  how  a  company  has  performed  financially. 
There  are  no  absolutes.  But  as  the  rate  of  change  in  the  infor- 
mation age  accelerates,  we  have  to  keep  our  internal  financial 
statements  simple  and  meaningful,  and  our  external  reporting 
documents  as  basic  as  generally  accepted  accounting  principles 
permit.  By  doing  this,  we  provide  our  managers  and  investors 
with  the  figures  they  need  to  make  informed  decisions  on  how 
best  to  allocate  scarce  resources.  So  far,  sticking  to  the  basics  in 
accounting  and  reporting  practices  has  served  Microsoft's  man- 
agement and  investors  extremely  well.  ■ 

Mike  Brown  is  the  chief  financial  officer  for  Microsoft  Corporation.  Before  joining 
Microsoft,  Brown  worked  as  an  accountant  at  the  firm  of  Deloilte  &  Touche  for  18 
years,  mikebro@microsoft.com 
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Your  time  is  as  valuable  as  your  money.  That's  why  OLDE  offers  professional  investment  advice  with  commission 
savings.  Most  discount  brokerage  firms  don't  provide  advice:  OLDE  does.  And  unlike  fuU-service/fuU-cost 
brokerage  firms,  OLDE  also  offers  significant  cost  savings.  This  rare  combination  of  advice  with  discount 
commissions  gives  OLDE  the  unique  ability  to  help  you  save  time  and  money  -  a  combination  no  other 


Luutiiuasiuiia  gives  yji^uxu  iiic  uiiii^uc  auiiii^  lu  iicip  ^uu  save  uiiic  ixnvi  iiiuiic^  —  a  Luiiiuiiidiiuii  iiu  uiiici 

major  national  brokerage  firih  provides. 

With  OLDE,  your  investment  needs  can  be  met  with  om  brokerage  firm.  You'll  receive  more  than 
advice  or  commission  savings  alone;  you'll  receive  both..  Whether  you  are  looking  to  save  for  a  new 


VALU£ 


help  with  an  extensive  selection  of  investment  choices  and  innovative  services  that  include: 
•  Stocks,  bonds,  mutual  funds 

Money  market  funds  ^ 
•  Investment  research 

•  No  annual  fee  IRAs 

•  Small  business  retirement  plans 

•  Tax-frpp  and  pnvprnmpnt  spniritips 


r  ^OLDE 

f   America's  Full  Service  Discount  Broker™ 

v„v>.  ,  Member  NYSE  &SIPC 


Debate  No.  2  Can  you  nurture  inte^ectual  capital?  Will  doing  so  produce  good  results. ..better 
products,  faster  reflexes,  happier  cu|tomers,|ifTi^  fatter  profits?  The  answer  is  a  very  qualified  yes. 
Yes. ..but  only  if  you  focus  on  ajew  things  and  only  if  you  direct  your  knowledge  outward. 

/   k  I  I. 


Illluslratlon  by  Don  Arday 
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Business  Wins. 
Organization  Kill 

Quit  navel-gazing. 
Use  technology  to  learn  about  your  customers. 


s 


Too  MANY  MANAGERS  CONFUSE  their  business  with  their  orga- 
nization. The  enterprise  you  work  for  is  both  a  business  and 
an  organization,  but  the  two  are  not  the  same  thing.  A  business 
is  what  you  do,  an  organization  is  how  you  do  it. 

This  distinction  is  important  because  it  estabUshes  a  cause- 
and-effect  relationship:  You  cannot  possibly  know  how  to  do  it 
until  you've  got  an  "it"  to  do.  The  business  comes  first  and  the 
organization  follows.  Therefore,  by  definition,  an  organization 
lags  behind  its  business. 

How  far  behind  does  it  lag?  Ideally,  you  want  it  to  follow  about 
a  nanosecond  behind.  That  would  be  a  real-time 
organization,  which  at  this  point  is  an  oxymoron. 
It  doesn't  exist  yet.  What  tends  to  happen  is  that  in  the  very 
beginning  of  a  business's  life  cycle  there  is  little  or  no  organi- 
zation. An  entrepreneur  wants  to  escape  organization.  Then,  as 
the  business  takes  off  and  grows  like  crazy,  the  organization  runs 
like  hell  to  catch  up:  "We've  got  to  hire  people,  put  in  systems 
and  controls  and  structure."  In  retrospect,  these  will  be  seen  as 
the  halcyon  days. 

At  the  far  end  of  a  life  cycle,  the  business  generally  has  slowed 
up  more  than  the  organization.  It  takes  awhile  (too  long)  for 
employees  to  get  the  message:  Stop  growing  your  organization; 
grow  your  business  instead.  You  don't  want  the  organization  tail 
wagging  the  business  dog.  That  is  a  bureaucracy,  an  inversion  of 
the  proper  relationship. 

A  couple  of  years  ago  a  wave  of  misplaced  organization 
growth  went  by  the  name  "learning  organization."  Today  another 
wave  is  being  called  "knowledge  management."  To  be  sure,  learn- 
ing and  knowledge  are  tremendously  important  to  business,  but 
you  can't  possibly  have  a  learning  organization  or  knowledge 
management  until  you  have  a  knowledge  business  or  a  learn- 
ing business. 

Our  misplaced  emphasis  is  growing  knowledge  bureaucracies 
in  our  companies.  We  are  coining  another  buzzword,  embracing  it 
as  the  next  hot  thing,  developing  all  kinds  of  concepts  about  it,  and 
letting  the  organizational  focus  take  off  so  damn  fast  that  it  leaves 
the  business  implications  in  the  dust.  This  is  a  sure  way  for  the 
concept  to  become  just  a  fad  and  blow  up  in  fairly  short  order. 
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This  doesn't  have  to  happen.  Instead,  first  grow  your  business 
into  a  knowledge  business.  Only  then  will  you  truly  be  able  to 
know  what  kind  of  knowledge  organization  you  need  to  run  that 
business.  Smart  products,  for  example,  have  been  doing  just  that 
and  are  worth  examining  more  closely. 

Today  more  computers  (microprocessors)  are  in  things  like 
door  locks  and  vending  machines  than  in  PCs.  Every  time  we 
check  into  a  hotel,  we  get  a  customized  door  lock.  The  next  gen- 
eration of  door  locks  will  be  interactive,  so  that  when  you  open 
the  door,  they'll  be  connected  to  systems  such  as  air  condition- 
ing, security,  and  lighting. 

As  for  vending  machines,  Coca-Cola  has 
800,000  of  them  in  Japan  alone,  and  every  one  of  those  vending 
machines  has  a  chip  in  it.  Ask  yourself.  What  might  a  vending 
machine  want  to  know?  Some  possibilities  include:  How  many 
cans  are  left?  How  many  times  is  a  button  pushed  for  something 
that's  out  of  stock?  What  time  of  day  are  purchases  highest  and 
lowest?  What  is  the  best  product  mix  per  machine  (not  per  geo- 
graphic market)?  Is  the  coin  real  or  counterfeit?  What  is  the  opti- 
mum internal  temperature  to  keep  the  drinks  properly  cold?  You 
don't  have  to  be  in  the  soft-drink  business  to  quickly  come  up 
with  a  number  of  very  direct  business  concerns  that  a  vending 
machine  might  want  to  know. 

Smart  products  in  general  might  want  to  know  an  enormous 
number  of  things.  Here  are  some  other  examples:  Is  it  aligned 
or  misaligned?  Available  or  busy?  Charged  or  discharged?  Clean 
or  dirty?  Current  or  expired?  Day  or  night?  Early  or  late?  Fast  or 
slow?  Firing  or  misfiring?  Fit,  misfit,  or  unfit?  Free  or  pay?  Fresh, 
stale,  or  spoiled?  Full  or  empty?  Hard  or  soft?  High  or  low? 
Hot  or  cold?  Important  or  unimportant?  Instantaneous  or  lag- 
ging? Light  or  dark?  Light  or  heavy?  Live  or  dead?  Locked  or 
unlocked?  Loud  or  quiet?  Matched  or  mismatched?  On  or  off? 
On  time  or  late?  Open  or  closed?  Present  or  absent?  Profitable 
or  not?  Pure  or  impure?  Pure  or  blended?  Ready  or  not  ready? 

You  get  the  point.  Spend  a  lot  of  time  asking  what  your  prod- 
uct wants  to  know,  why,  and  how  it  will  know  it. 

What  do  door  locks  and  vending  machines  have  in  common? 
First,  they  have  "crunching  power,"  tiny  microprocessors  to  log. 
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store,  and  process  information.  Second,  they  are 
I/O  W 19  electronically  connected.  Rather  than  freestand- 
ing, the  item  is  tied  into  a  larger  network  or  system.  These 
two  qualities  in  combination  are  at  the  heart  of  knowledge- 
driven  growth.  They  are  key  to  transforming  the  products  and 
services,  customers,  and  markets  of  every  business  into  a  knowl- 
edge-based company. 

The  more  embedded  "smarts" 
you  have  operating  in  every  part 
of  your  business,  the  better  off  you 
are.  Here  is  a  little  exercise.  Each 
time  you  encounter  a  smart  product, 
extract  the  attribute  that  is  at  work 
and  ask,  How  could  that  principle 
operate  in  my  business?  Build  your 
own  checklist. 

Here's  a  simple  example.  The 
largest-selling  weekly  magazine  in 
the  United  States  is  TV  Guide.  TV 
Guide  is  a  mature  product  whose 
only  hope  for  growth  in  the  future  is 
to  transform  itself  into  a  knowledge- 
based  TV  Guide.  What  characteris- 
tics would  this  have?  Models  that  are 
being  developed  and  sold  now  are 
electronically  connected,  with  new 
listings  updated  and  renewed  daily. 
This  means  they  are  upgradable.  Fea- 
tures on  next-generation  guides  simi- 
larly can  be  downloaded.  Later  ver- 
sions can  easily  include  memory,  so 
that  the  more  you  use  them,  the 
smarter  they  get.  In  time  they  will 
learn  your  viewing  habits.  Once  they 
do  that  (while  getting  better  all  the 
time),  they're  customized.  They  can 
be  interactive  and  screen  or  filter 
choices  for  you,  suggesting  programs 
you  are  most  likely  to  want  to  view. 
They  anticipate:  "There's  a  movie  on 
tonight  with  your  favorite  actress,  so 
I'll  tape  it  for  you." 

Extracting  the  attributes  that  I've 
mentioned  in  this  example,  knowl- 
edge-based products,  among  other 
things,  have  crunching  power,  are 
electronically  connected,  interac- 
tive, upgradable,  customized,  have 
memory,  can  learn,  filter,  and  anticipate.  Can  your  company's 
products  and  services  do  these  things?  What  is  an  interactive 
pair  of  socks,  a  customized  mortgage,  an  upgradable  car?  Some 
vehicles,  for  example,  can  upgrade  their  engines  and  transmis- 
sions by  using  software.  How  many  years  will  it  take  before 
upgradable  cars  supplant  the  annual  model  change  and  revo- 
lutionize the  economics  of  the  automotive  industry?  Probably 
not  more  than  a  decade. 

What  if  your  business  is  in  consumables  or  services?  You 


"Ask  yourself,  What 
might  a  vending  machine 
want  to  know?" 


can't  place  a  chip  on  a  cornflake,  a  soap  flake,  or  an  intangible. 
What  do  you  do?  You  think  of  your  value  chain  or  major 
business  processes  and  ask  what  it  is  these  pieces  want  to 
know  and  how  these  knowledge  attributes  apply  to  them. 
For  example,  the  farm  that  grows  the  grain,  the  factory  that 
makes  the  cornflakes,  the  supermarket  that  sells  them,  and  the 
consumer  who  eats  them  all  will  become  more  knowledge  inten- 
sive. They  all  will  take  on  the  attrib- 
utes I've  described.  Precision  farm- 
ing today  uses  software  on  the 
tractor  that  is  connected  to  the 
global  positioning  satellite  system. 
These  systems  are  so  sensitive  that 
they  can  tell  where  shadows  from 
trees  cause  lower  yields  and  can 
adjust  the  fertilizer  and  seed  mix  to 
take  this  into  account,  in  real  time, 
when  planting. 

When  every  part  of  your  business 
is  knowledge  based,  knowledge 
driven  and  knowledge  intensive, 
only  then  is  it  time  to  return  to 
your  organization  and  to  knowledge 
management.  Only  then  can  you 
truly  avoid  growing  a  knowledge 
bureaucracy. 

In  recent  years  we've  focused  on 
efficiency,  propping  up  the  declin- 
ing curve  of  mature  businesses^ 
when  we  should  be  using  all  oui 
smarts  and  great  ideas  to  get  ontc 
the  next  growth  curve.  At  this 
moment  we  need  revenue  growth 
more  than  cost  cutting.  The  more 
you  bring  the  knowledge  focus  tc 
your  products,  services,  customers 
and  markets,  the  more  this  very  sig- 
nificant concept  will  have  teeth  anc 
be  real. 

Results  are  outside;  inside  are 
only  costs.  Keep  your  knowledge 
focus  outside  on  the  marketplace 
not  inside  on  the  organization. 

Many  companies,  particularly 
large  ones,  have  a  happy  fictior 
called  an  "internal  customer."  Ther« 
is  no  such  thing.  The  only  customei 
is  outside,  in  the  marketplace.  Focu: 
your  energies  there.  I  leave  you  with  a  practical  challenge:  Fact 
year  for  the  next  five  years  cut  in  half  the  number  of  employ 
ees  in  your  company  who  have  no  direct  customer  contact.  Toe 
steep?  Try  cutting  it  by  a  third,  or  even  by  10%.  If  you  wan 
smart  organizations  running  on  knowledge  management,  thi; 
is  a  good  place  to  begin.  I 

Stan  Davis,  a  former  professor  at  Harvard  Business  School  and  Columbi 
University,  is  the  author  of  The  Monster  Under  the  Bed  and  Future  Perfect 
stanmdavis@aol.com 
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Ue'll  Mi  Sure 


Vou  DonT  Live 


to  See  the  Veor 


Accelerate  into  the  right  century  with 
BDM  and  make  sure  the  last  thing  you  see 
is  . . .  1900.  Our  SMART/2000+^^  solution 
prepares  you  for  the  millennium  starting 
now,  and  lets  you  conduct  business  as 
usual.  We  have  a  comprehensive  set  of 
options.  Choose  our  complete  end-to-end  solution  or  any  of 
our  phases  such  as  renovation  or  test  and  validation. 


2dx> 


Either  way,  you  have  the  assurance  of 
our  world-class  management  and  test 
expertise  guiding  your  progress  to 
Year  2000  . . .  and  beyond.  There's  no 
time  to  waste.  To  get  started  with 
SMART/2000+,  call  1-800-565-0162, 
e-mail  to  Year2000@bdm.com  or  visit  us  on  the  Web  at 
www.bdm.com.  We'll  make  sure  your  future  won't  be  ...  history. 
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The  Information  Technology  Company 


It  Comes  Down 
to  Two  Things 

Learn  the  Net. 
Be  a  fanatic  about  hiring  and  training  good  people. 


Celebrated  high  tech  priestess  Esther  Dyson  has  long  written  about 
intellectual  capital  and  intellectual  property.  Editor  Rich  Karlgaard 
sought  her  out  in  her  lower  Fifth  Avenue  digs  to  talk  about  it. 

ASAP:  Why  is  intellectual  capital  so  hard  to  pin  down? 
Dyson:  It's  like  impressionism.  You  can't  see  it  up  close.  You 
measure  it  by  what  it  does.  It's  like  a  lot  of  science  nowadays. 
A:  If  you  were  advising  a  large  company  today,  what  would  you 
tell  them  about  intellectual  capital? 

D:  One,  learn  the  Internet.  Everything  the  Internet  portends  is 
more  one-to-one  relations  with  customers.  What  does  the  con- 
sumer really  want?  He  wants  attention.  He 
doesn't  want  Net  advertising.  He  doesn't  want 
mass  content.  He  wants  the  company  to  pay  attention  lo  hini. 
The  best  example  is  Federal  Express.  I  don't  care  what  kind  of 
airplanes  FedEx  uses.  I  don't  care  that  they  have  this  great  brand 
name.  I  care  about  my  package,  number  9029852.  That's  the  real 
valuable  information  to  me.  It's  this  attention. 
A:  Are  big  companies  attuned  to  giving  one-to-one  attention? 
D:  Not  enough  of  them!  It  makes  companies  very  uncomfort- 
able because  they  aren't  used  to  getting  feedback.  It's  very  dis- 
turbing. You  hear  all  this  cocktail  party  chatter  and  suddenly  it's 
tangible.  It's  always  been  there,  but  you  couldn't  find  it  and  nei- 
ther could  your  customers.  Now  you  can  actually  go  see  what 
people  are  saying  about  those  things.  It's  kind  of  like  the  press, 
but  much  friendlier — and  much  rougher. 
A:  What  else  would  you  advise? 

D:  Invest  in  people.  People  leverage  whatever  value  you  have  cre- 
ated— whether  it  is  physical  or  knowledge.  Let's  face  it,  half  the 
people  are  below  average  in  the  world.  Not  every  company  is 
going  to  be  able  to  do  this  successfully.  You  just  have  to  be  a 
fanatic  about  hiring  good  people. 
A:  That's  a  great  Microsoft  competency. 

D:  Yes.  It's  hard.  You  might  have  to  swim  against  the  political  cur- 
rents. You  might  have  to  fight  everything  from  quotas  to  giving 
people  on  welfare  a  chance  to  work. 

A:  Of  course,  it  is  one  thing  to  hire  brilliant  people.  But  then  you 


must  get  them  marching  to  the  company  tune.  Bill  Gates  can. 
Various  Apple  CEOs  couldn't  and  can't.  What's  the  difference? 
D:  Leadership.  A  leader  has  to  align  individual  self-interest  with 
the  company's.  Take  Russia.  Nobody  in  Russia  feels  that  he  elected 
Yeltsin.  That's  a  big  part  of  the  problem. 
A:  Realistically,  not  every  CEO  is  an  effective  leader. 
D:  But  anyone  can  swing  toward  more  units  and  teams.  This  is 
what  you  really  want  to  create.  Now,  the  genius  of  creating  that 
kind  of  direct  involvement  which  has  some  base  in  reality  is  what 
makes  a  good  leader  of  a  company.  Whether  it's  "I  feel  that  my 
boss  cares  about  me  and  my  boss's  boss  cares  about  him,"  or 
whether  it's  "I'm  an  important  part  of  the  flow 
of  product  through  this  company,"  or  "I  have 
direct  contact  with  the  customers."  But  there  has  to  be  some  feel- 
ing on  the  part  of  each  worker  that  he  has  an  impact.  Workers 
are  not  stupid.  There  has  to  be  a  reality. 
A:  Sounds  like  ancient  principles,  not  a  new  invention. 
D:  A  lot  of  stuff  is  not  new  at  all.  What  is  changing  is  the  rela- 
tive importance  of  the  quality  part  versus  the  hunk  of  steel.  That's 
why  intellectual  capital  is  a  big  deal. 

A:  Another  intangible  is  corporate  culture.  How  did  you  weigh 
that  when  you  were  an  analyst  at  Oppenheimer? 
D:  I  would  weigh  it  hugely.  Any  good  analyst  asks  a  lot  of  ques- 
tions. Are  the  top  managers  smart  or  stupid?  Do  they  have  high 
turnovers?  Do  they  mistreat  their  salespeople?  Do  they  train 
their  employees?  Are  they  spending  on  creating  a  corporate  cul- 
ture that  people  want  to  stay  at,  or  are  they  milking  the  business? 
These  are  all  different  ways  of  saying  it.  How  much  attention  are 
they  paying  to  building  an  organization  of  people  for  the  future? 
Do  they  send  their  people  to  training  courses?  Do  they  have  a 
process  for  bringing  in  new  hires  and  integrating  them  into  the 
organization?  Those  are  the  kinds  of  things  I  look  for. 
A:  So  in  Silicon  Valley... 

D:  Not  just  Silicon  Valley.  In  the  oil  business,  how  good  are 
they  at  predicting  the  price  of  oil?  How  good  are  they  at  nego- 
tiating contracts?  Do  they  have  a  reputation  for  screwing  their 
partners?  You  asked  me  in  the  beginning.  How  do  you  ^56 
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Get  Real.  One 
Metric  Matters 

It's  called  "mean  time  to  customer  satisfaction." 


Think  that  speeding  innovations  to  market  asap  is  the  key  to 
competitiveness?  Not  so  fast,  bucko.  Most  technology  compa- 
nies are  rapidly  accelerating  down  the  wrong  side  of  the  inno- 
vation speedway. 

"Speed  to  market"  is  the  most  misleading  and  misunderstood 
management  metric  around.  Sure,  it's  true  that  companies  from 
Boeing  to  Chrysler  to  Intel  to  Microsoft  to  Netscape  to  Cisco  to 
HP  reap  competitive  advantage  by  slashing  months  from  prod- 
uct development  cycles.  But  that's  not  the  real  reason  why  they're 
innovation  leaders. 

The  innovation  metric  that  matters  most  in  today's  hyper- 
competitive  and  volatile  marketplace  mea- 
sures a  different  kind  of  speed.  This  metric 
cares  more  about  the  needs  of  customers  and  clients  than  the 
speed  of  the  innovator.  The  single  variable  customers  and  clients 
care  most  about  is  their  mean  time  to  payback.  That's  the  speed 
at  which  they  believe  they  will  get  a  payback  from  purchasing 
your  product  and/or  service. 

It  is  the  customer's  perceived  mean  time  to  payback — not  the 
innovator's  speed  to  market — that  effectively  determines  which 
innovations  will  dominate  their  markets.  The  faster  the  payback, 
the  better  the  chances  the  innovation  can  create  a  meaningful 
market  for  itself.  No  other  metric  is  more  important.  Indeed,  the 
business  history  of  the  digital  innovation  is  the  story  of  ever- 
accelerating  mean  times  to  payback  for  purchasers  of 
silicon  and  software. 

Dan  Bricklin — remember  VisiCalc?  —  strongly  believes  that. 
He  attributes  the  success  of  the  spreadsheet  that  launched  the 
PC  revolution  to  the  fact  that  financial  analysts — who  actually 
went  out  and  bought  Apple  lis  to  use  it — believed  the  system 
paid  for  itself  in  under  a  week.  The  number  crunchers  so  hated 
doing  their  spreadsheets  by  hand  that — even  when  they  factored 
in  the  price  of  a  VisiCalc/ Apple  II  and  the  time  required  to  learn 
them — the  rapid  mean  time  to  payback  virtually  guaranteed  the 
sale.  Mitchell  Kapor  paid  very  close  attention  to  that  lesson.  So 
did  Bill  Gates.  So  does  Jim  Barksdale.  Intel's  microprocessor  busi- 
ness model  honors  this  ideal. 


The  Polaroid  camera,  Federal  Express,  Xerox's  photocopier, 
Post-It  Notes,  cellular  phones,  Netscape's  Navigator,  Intuit's 
Quicken,  and  McDonald's  hamburgers  are  just  a  few  of  the  more 
obvious  examples  of  innovations  with  breathtakingly  swift  mean 
times  to  payback.  These  were  all  products  and  services  explic- 
itly designed  to  make  it  easy  for  customers  to  calculate  just  how 
quickly  they  would  pay  for  themselves.  Customers  don't  just  want 
to  buy  features  and  benefits;  they  want  to  buy  payback.  Their 
purchasing  priorities  hew  to  actress-novelist  Carrie  Fisher's  sage 
observation  that  "instant  gratification  takes  too  long." 

Viewing  innovation  through  this  prism  of  payback  is  a  trans- 
forming experience.  All  kinds  of  business 
behavior  and  market  opportunities  become 
more  transparent  and  understandable.  What's  the  easiest,  most 
obvious,  and  laziest  way  to  reduce  the  mean  time  to  payback? 
Cut  your  prices!  Why  do  "ease  of  use"  and  quality  interface  design 
become  important?  Because  products  and  services  provide  faster 
payback  if  they're  easier  to  use. 

Look  at  the  rise  of  leasing  versus  purchase  in  the  auto  busi- 
ness. Look  at  the  plethora  of  financing  schemes,  training  schemes, 
and  customer  support  services  now  bundled  into  innovative 
products.  We're  not  just  seeing  companies  position  and  package 
their  innovations  to  make  them  more  valuable;  we're  seeing  them 
position  and  package  their  innovations  to  make  them  more 
valuable /rtsfer.  Why  did  reengineering  take  off  as  a  consulting 
practice?  Because  it  promised  swift  mean  time  to  payback. 

The  mean-time-to-payback  perspective  also  helps  explain 
increasing  returns  due  to  "network  effects,"  a  theory  championed 
by  economists  like  Santa  Fe  Institute's  W.  Brian  Arthur.  The  mil- 
lionth telephone  owner  will  likely  have  a  far  faster  mean  time  to 
payback  than  the  750th.  Consider  the  Internet:  The  mean  time 
to  payback  for  the  next  browser — or  the  next  server — acceler- 
ates as  more  people  jack  into  the  Net.  This  idea  goes  a  long 
way  in  explaining  Netscape's,  Microsoft's,  and  PointCast's  Internet 
strategies.  For  a  significant  segment  of  the  population,  the  Inter- 
net's mean  time  to  payback  is  almost  instantaneous. 

Of  course,  the  challenge  is  to  recognize  that  customers  ^56 
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I^lf  C  Afl  manage  the  knowledge  aspect?  You  man- 

1/ Y  WVll   age  it  by  measuring  performance. 
A:  What  is  Microsoft's  greatest  intangible  asset? 
D:  It's  still  a  hot  place  to  work.  There's  some  financial  incen- 
tive. There's  also — you've  heard  it  again  and  again:  You  can  build 
a  great  product  and  nobody  is  going  to  use  it.  You  can  build  a 
great  product  and  have  it  marketed  by  Microsoft  and' it  will 
pay  for  the  world.  That's  a  huge  incentive  to  developers. 
A:  Plus,  we  both  know  Gates  is  obsessive  about  I.Q. 
D:  They  sure  don't  like  stupid  people!  But  they  also  select  for 
effectiveness.  They  have  their  choice  of  people  pretty  much,  and 
so  they  select  smart  people  who  do  things.  They  don't  give  them 
I.Q.  tests  and  hire  them.  It's  a  nec- 
essary but  not  sufficient  condition. 
A:  Intel's? 

D:  A  driven  culture  that  won't  relax. 
A:  What  are  your  views  on  copy- 
right? 

D:  I  don't  think  copyright  is  immoral.  I  think  it  is  very  moral. 

I  think  you  should  be  able  to  control  what  you  create. 

A:  Everybody  lumps  you  in  with  the  "information  wants  to  be 

free"  anarchy  crowd,  though. 

D:  Yeah,  I  know. 

A:  What  are  you,  then? 

D:  An  economist.  Supply  and  demand.  The  supply  is  getting  ever 
greater  because  the  costs  associated  with  content  creation  and 
distribution  are  going  down.  Therefore  the  price  of  content  is 
going  down.  It's  not  that,  morally,  it  should  be  free  just  because 
the  cost  is  going  down.  I  don't  think  potatoes  should  be  free 
either.  But  if  I'm  in  the  potato  business,  and  costs  are  coming 
down,  I've  got  to  think  about  creating  french  fries. 
A:  But  it  is  easier  to  steal  digital  content  than  potatoes.  And 
nobody  seems  to  feel  bad  about  it. 

D:  Yes,  and  that  is  something  we  need  to  consider,  just  the  way 
you  need  to  consider  shrinkage  in  retailing.  Shrinkage  [i.e.,  shop- 


'Intellectual  capital  is  like 
impressionism.  You  can't 
see  it  up  close/' 


lifting]  is  illegal  and  immoral,  too.  But  on  a  retail  line  it  is  fac- 
tored into  the  costs  of  doing  business.  I  have  to  decide,  How 
am  I  going  to  change  shrinkage?  Am  I  going  to  have  guards  in 
every  store?  Chain  the  goods  to  the  tables?  Yes,  it  is  a  moral  ques- 
tion on  the  one  hand,  but  it  is  also  a  business  question. 
A:  If  you  are  Bill  Gates,  what  do  you  do  with  China? 
D:  First  of  all,  you  try  and  persuade  the  Chinese  government 
to  give  you  a  whole  hunk  of  money  up  front.  If  I  were  Bill  Gates, 
I'd  ask  for  a  license  for  China.  That's  considered  a  joke,  but  why 
not?  I'd  let  the  Chinese  government  figure  out  how  to  deal  with  it. 
A:  How  would  that  work? 

D:  They'd  get  a  few  billion  dollars,  then  people  all  over  China 

would  start  using  Microsoft  prod- 
ucts, and  someday  it  would  be  a 
great  market  for  Microsoft.  In  the 
meantime,  you'd  get  rid  of  the  whole 
infrastructure  created  to  count 
copies  and  manage  licenses.  Eventu- 
ally what  would  happen  is,  there'd  be  lots  of  Chinese  people  say- 
ing, "We  need  support  for  these  products."  Then  Microsoft  would 
say,  "Well,  we  won't  license  if  you  don't  want  to  buy  our  prod- 
ucts." On  top  of  that,  there  would  probably  be  lots  of  viruses, 
and  people  would  say,  "Gee,  I  want  a  certified  copy  from 
Microsoft,  and  I'd  be  willing  to  pay  a  little  extra  for  it."  Who  knows? 
A:  Point  is,  you'd  have  a  contract  with  the  Chinese  government. 
D:  Yeah.  Just  have  a  contract,  and  relax.  Don't  get  all  moralistic 
about  it.  Look  at  how  much  money  you  are  going  to  make.  Don't 
look  at  how  many  Chinese  people  are  using  your  product  with- 
out purchasing  it.  Look  at  the  total  revenue.  Think  about  it  as 
a  business  change,  not  as  a  moral  issue.  To  the  mind  of  a 
Chinese  peasant  struggling  to  make  a  living,  some  of  these  laws 
just  don't  make  a  whole  lot  of  sense  anyway.  ■ 

Esther  Dyson  is  president  of  EDventure  Holdings,  which  sponsors  electronic  indus- 
try forums  and  pid^lishes  Release  1.0,  one  of  the  most  influential  newsletters  in  the 
high  tech  industry.  edyson<s>>edventure.com 
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55  have  internal  metrics  for  payback  that 
go  beyond  price.  Remember,  Computer 
Associates's  attempt  to  give  away  copies  of  its  personal  finance 
software  barely  nicked  Intuit's  domination  of  that  market.  Why? 
Because  if  it  takes  you  a  dozen  hours  to  figure  out  how  to  use 
the  software,  you  aren't  counting  on  a  swift  mean  time  to  pay- 
back. VCRs  didn't  offer  swift  mean  times  to  payback  as  a  record- 
ing device — remember  all  those  blinking  12:00s?  They  offered 
rapid  payback  as  a  tape-playing  device,  thanks  to  the  rise  of 
Blockbuster,  which  made  it  cheap  and  ea.sy  to  rent  movies. 

The  payback  challenge  doesn't  just  revolve  around  money 
and  time;  it  revolves  around  a  behavior  change,  too.  That's  why 
Visual  Basic  is  a  more  popular  language  than  C-n-.  That's  why 
a  complex  CAD  program  like  CATIA  can  command  a  premium 
investment  from  Chrysler  and  Boeing:  Cutting  the  mean  time 
to  payback  on  a  muitibillion-dollar  airplane  or  automobile  devel- 
opment offers  a  big  win.  Interesting  question:  Does  SAP's  success 
reinforce  or  contradict  this  mean-time-to-payback  hypothesis? 

Please  don't  confuse  the  mean-time-to-payback  metric  with 
the  hoary  Silicon  Valley  marketing  cliche  of  "early  adopters." 


Early  adopters  often  like  to  play  with  new  technologies  and  new 
ideas;  customers  concerned  with  mean  time  to  payback  are  the 
ones  who  can  give  you  insight  into  the  economics  of  innovation 
adoption.  Innovators  need  to  become  far  more  sensitive  to  what 
dimensions,  expectations,  and  ideals  go  into  their  customers' 
payback  calculations.  Then  they  must  design  their  products  and 
services  accordingly. 

The  innovation  issue  today  isn't.  How  do  I  make  my  inno- 
vation better,  more  valuable,  or  bring  it  to  market  faster?  It's, 
How  do  we  cut  our  customer's  mean  time  to  payback? 

Clearly,  customers  should  determine  the  rate  of  appropriate 
innovation — not  processes.  Indeed,  what  use  is  a  rate  of  inno- 
vation that  outstrips  your  customer's  desire  or  ability  to  assim- 
ilate it?  Many  of  Japan's  smartest  companies  now  wonder  if 
they're  paying  too  high  a  price  to  go  too  fast.  American  com- 
panies would  be  smart  to  slow  down  and  think  before  they  invest 
to  speed  up  and  innovate. 

Michael  Schrage,  a  research  associate  at  MIT's  Media  Lab,  frequently  writes  on  the 
impact  of  technology  on  business  relationships.  He  is  the  author  of  "No  More  Teams. 
schrage@media.  mit.edu 


56    fORBES  ASAP     April  7,  1997 


''Zenger 
Miller 
KEEPS  us 

MOVING 
FORWARD 

IN  THE  WAY  WE 
MANAGE,  THINK, 
AND  DELIVER 
OUR  PRODUCTS 
AND  SERVICES." 

-  Charles  Vaughan-Johnson 
President  &  CEO, 
The  Bank  of  Bermuda 


engerMiller 


Reputation  for  Results^ 

A  Times  Mirror 
u  Cnmpanv 


Progress.  Beyond  an  executive  vision,  moving  forward  requires 
the  commitment  of  your  entire  organization.  At  Zenger  Miller,  we 
provide  the  experience  you  need  to  mobilize  managers  and  team 
members  at  every  level  in  support  of  your  company's  strategic  goals. 

At  the  Bank  of  Bermuda,  the  first  step  towards  progress  involved 
addressing  the  Bank's  internal  goals.  Through  creative,  interactive  sessions, 
Zenger  Miller  assisted  the  Bank  in  breaking  down  divisional  barriers, 
broadening  the  level  of  awareness  about  managerial  issues,  and  bringing 
employees  together  to  solve  key  business  problems.  The  entire  organization 
is  now  better  prepared  to  manage  change,  increase  the  quality  of  products 
and  services,  and  fulfill  customer  expectations.  The  Bank  of  Bermuda 
also  gained  a  distinct  advantage  in  a  highly  competitive  recruitment 
market  by  offering  Zenger  Miller  training  courses  as  an  incentive  to 
potential  job  candidates. 

"We  value  their  willingness  to  fit  the  training  into  our  culture.  Zenger 
Miller  has  presented  meaningful  solutions  which  have  helped  us  mo\'e  our 
Bank  forw^ard." 

Learn  how  Zenger  Miller  can  help  you  achieve  equally  impressive 
results.  Please  call  us  at  1-800-566-0630  or  visit  us  on  the  World  Wide 
Web  at  www.zengermillerlibrary.com. 
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Short-  and  Long-Term  Strategies 
For  How  Companies  Can  Get  On, 
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How  to  preserve  your  company's  entrepreneurial  edge 

Strategies  for  financing  growth  while  maintaining  positive 
■elations  with  shareholders  and  shareholder  activists 

Risks  and  rewards  of  going  global 

How  to  protect  intellectual  property  when  working  with  for- 
eign partners  and  governments 

How  government  can  help  you  expand  into  overseas  markets 

How  to  safeguard  your  personal  wealth  while  providing  for 
he  future 
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►  How  to  leverage  workforce  diversity  for  heightened  perfor- 
mance in  niche  markets 

►  Best  practices  employed  by  "people  companies" 

►  Incentive  systems  that  attract  talented  and  skilled  labor 

►  Risks  and  rewards  of  high-value  outsourcing 

►  How  do  fast-growth  companies  manage  their  corporate  image 

►  How  real  are  the  prospects  for  electronic  commerce 

►  When  is  it  too  late  for  you  to  make  a  move  on-line 

►  How  to  maximize  the  data  resources  your  company  has 
compiled 
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"Only  Oracle  Applications  provide 
the  flexibility  we  need  to 
integrate  22  business  units  in 
120  locations  across  27  countries." 


Dr.  Keith  Turnbull,  Executive  Vice  President 


Alcoa 


Alcoa,  the  world's  largest  manufacturer  of  aluminum 
and  related  products,  operates  22  independent  business 
units  spanning  27  countries.  They  needed  applications 
that  each  business  unit  could  rapidly 
adapt  while  still  sharing  common 
business  process  and  data.  Alcoa 

chose  Oracle  Applications.  Projects 


Market 
Management 


Human 
Resources 


Oracle  Applications  automate  your  entire  enterpris 
with  over  30  integrated  software  modules  fo 
finance,  supply  chain  management,  manufacturing 
project  systems,  human  resources  anc 

Supply  Chain  , 

Management        ^       market  management. 


Manufacturing 


Rnance 


Do  your  business  application 
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Oracle  is  the  world's  fastest-grow- 
ing supplier  of  open  business  applica 
tions,  with  more  manufacturing  and  financial 
application  sites  running  than  anyone  else. 


provide  the  flexibility  yoi 
c  h     ^  '  need  to  manage  your  busmess 

If  not,  call  Oracle  at  1-800-633-105?^ 
ext.  10347  today.  Or  find  us  on  the  Web  ai 
http://www.oracIe.com/applications 


ORACLG 

Enabling  the  Information  Age  ^ 


Oracle 


Applications 


©1997  Oracle  Corporation.  Oroide  is  a  rcgistT^d  trademark,  and  Oracle  Applications  and  Enabling  the  Information  Age  are  trademarks  of  Oracle  Corporation.  All  rights  reserved. 

All  other  company  and  product  names  are  trademarks  of  their  respective  owners. 


Debate  No.  3  Many  are  the  products  and  services  now  promising  to  make  your  company 
smarter.  Can  it  be  true?  Are  any  worth  the  money?  Bear  in  mind,  we  are  not  talking  small  sums  when 
it  comes  to  major  consulting  engagements.  Figure  $2  million  for  the  full  kliowledge  works. 
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Get  Smart 

Tools  to  raise  your  company's  IQ. 


As  THE  NUMBER  OF  "LEARNING  ORGANIZATIONS"  continues  to 
rise,  so  does  the  demand  for  tools  that  boost  the  one  thing 
crucial  to  these  companies:  knowledge.  Below  are  some  resources 
to  help  your  company  get  smart. 

Simulation  software  lets  organizations  test  decisions  before 
putting  them  into  practice.  While  custom-designed  simulation 
programs  can  run  into  the  millions  of  dollars,  off-the-shelf  prod- 
ucts sell  for  about  $2,000.  Monterey,  California-based  Think- 
ing Tools  (thinkingtools.com)  offers  Project  Challenge  ($1,500), 
designed  to  improve  decision-making  skills  and 
train  players  in  how  to  manage  projects.  Jim 
Janiak,  senior  manager  of  methodology  and  systems  at  Comdisco, 
a  high  tech  equipment  leasing  firm,  is  a  fan.  Janiak  says  employ- 
ees are  often  very  good  technically  but  need  to  learn  how  to 
work  in  a  team  environment.  "With  instructor-based  training, 
employees  may  understand  it,  but  they  fail  to  apply  it.  Project 
Challenge  allows  a  person  to  experience  project  management 
in  the  privacy  of  their  own  PC,"  he  explains.  "Employees  experi- 
ment— first  with  how  fast  they  can  fail,  which  results  in  a  vir- 
tual firing.  But  by  that  time,  they're  hooked  and  they  under- 
stand what  not  to  do."  For  high-end  simulations  that  can  last 
from  a  couple  of  days  to  sometimes  weeks.  Mercer  Management 
Consulting  (mercermc.com)  and  Advanced  Competitive  Strate- 
gies custom-design  programs  costing  anywhere  from  $100,000 
to  $2  million. 

•  Push  applications  bring  content  to  the  desktop  without  an  active 
search  by  the  user.  PointCast's  (pointcast.com)  I-Server,  which  sells 
for  about  $1,000,  can  broadcast  company  news  through  an 
intranet  directly  to  employees'  screens.  Patrick  Flynn,  vice  pres- 
ident of  systems  development  for  Fruit  of  the  Loom,  says, 

Employees  get  busy  and  don't  want  to  check  the  corporate  Web 
site.  This  [PointCast]  puts  it  in  your  face.  It's  about  raising  the 
corporate  IQ  and  giving  people  access  to  information  as  close  to 
real  time  as  you  can."  A  similar  technology,  Wise  Wire  (wisewire.com), 
uses  neural  networking  to  learn  an  individual's  content  interest 
in  order  to  deliver  highly  personalized  information. 

•  Revenues  from  patent  licensing  and  litigation  are  expected  to 
reach  $100  billion  by  the  end  of  1997.  Companies  stand  to  lose 
out  on  millions  of  dollars  by  failing  to  recognize  the  value  of 
their  patent  portfolios.  Mountain  View,  California-based  Smart- 
Patents  (smartpatents.com)  has  developed  patent  analysis  software 
systems  that  allow  businesses  to  search,  organize,  and  analyze 
their  and  their  competitors'  patents.  Customized  databases  can 
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be  drawn  from  an  electronic  inventory  of  every  patent  issued 
since  1972.  "I  wanted  to  give  users  an  opportunity  to  see  imme- 
diately the  patent  image  and  text  while  their  level  of  interest  was 
high,"  explains  Gregory  van  Buskirk,  project  leader  at  Clorox 
Services  Company.  "Now,  rather  than  waiting  days  for  the  patent 
to  arrive — and  forgetting  in  the  meantime  why  they  ordered  it — 
users  will  be  able  to  see  and  search  on  the  actual  patent  text." 
Other  clients  include  AT&T,  Hewlett-Packard,  and  Silicon  Graph- 
ics. Prices  vary  anywhere  from  $200  to  millions  of  dollars, 
depending  on  the  size  and  complexity  of  the 
database  and  the  number  of  users. 

•  Data  warehousing,  data  marts,  and  data  mining  let  companies 
create  knowledge  out  of  data  by  combining  various  databases 
into  one  and  then  using  mining  tools  to  spot  trends  and  extract 
hard-to-get  data.  Data  marts,  which  serve  a  specific  department 
within  an  organization,  are  sometimes  pitched  as  a  way  to  lure 
organizations  into  full-data  warehouses.  They  are  often  much 
less  expensive,  costing  hundreds  of  thousands  of  dollars  com- 
pared to  millions  for  a  warehouse,  but  can  be  limited  in  terms 
of  scalability  and  accessibility.  Mike  Faracca,  director  of  IT  for 
Softbank  Services  Group,  is  using  Red  Brick  Systems  applications 
to  build  a  data  warehouse  a  "data  mart  at  a  time."  "We  can  do 
it  on  a  client-by-client  basis  or  a  department-level  basis,"  says 
Faracca.  "The  technology  also  gives  us  the  option  of  letting  our 
clients  benefit  by  allowing  them  access  [to  information  contained 
in  the  data  marts]  or  by  having  the  data  pushed  out  to  them." 

Vendors  include  Oracle  (oracle.com),  Sybase  (sybase.com), 
Informix  (informix.com).  Computer  Associates  (cai.com).  Red  Brick 
Systems  (redbrick.com),  Informatica  (informatica.com).  Platinum 
Technology  (platinum.com),  Sagent  (sagenttech.com),  SAS  Institute 
(sas.com),  and  Microsoft  (microsoft.com). 

•  Customer  relationship/sales  automation  software  lets  employees 
sound  as  if  they're  intimate  with  an  account  they  may  never  have 
dealt  with  before.  Salespeople  can  access  client  histories,  includ- 
ing complaints,  requests,  price  quotes,  purchases,  etc.  Clarify 
(clarify.com),  Vantive  (vantive.com).  Remedy  (remedy.com),  Scopus 
Technology  (scopus.com),  and  Siebel  Systems  (siebel.com)  all  offer 
such  products,  with  prices  ranging  from  a  few  thousand  dol- 
lars to  as  much  as  $50,000.  Chevron's  Information  Technology 
Company  uses  Vantive's  software  to  keep  everyone  apprised  of 
customer  profiles,  service  agreements,  and  key  related  data. 
"Employees  can  look  up  an  account  to  determine  critical  business 
hours  or  special  needs  of  particular  equipment,"  says  Ann  Dzuna, 
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manager  of  Chevron's  customer  liaison 
group.  "They  can  also  get  a  chronol- 
ogy of  events  that  were  taken  to  resolve  a  problem." 
•  Groupware,  running  on  intranets,  can  provide  platform- 
independent  knowledge  sharing.  Virtually  every  groupware 
maker  has  come  out  with  a  Web-based  version.  Lotus  Devel- 
opment's Domino  (lotus.com)  lets  Web  users  search  Notes  data- 
bases, view  contents,  and  create,  edit,  and  delete  documents.  Alan 
Baren,  groupware  and  Internet  strategist  for  Coopers  &  Lybrand, 
says,  "Domino  not  only  allows 


us  to  publish  internally  but 
also  enables  us  to  have  inter- 
active forms,  threaded  dis- 
cussions, and  even  personal 
Web  pages  for  all  16,000 
employees."  Using  Livelink 
by  Open  Text  (opentext.com), 
a  Web  browser,  and  a  pass- 
word, employees  anywhere  in 
the  world  can  access,  share, 
and  track  documents.  John 
Lines,  director  of  IT  at 
Conoco,  an  oil  and  gas  pro- 
ducer and  refiner,  says 
Conoco  plans  to  use  Livelink 
in  its  process  safety  manage- 
ment group.  Lines  says 
Livelink  will  "make  available 
all  the  documentation  for 
safety  and  operational  pro- 
cedures to  all  employees." 
•  Intranets:  By  the  year  2000  all  major  corporations  will  have 
intranets  up  and  running  with  most  employees  connected,  pre- 
dicts Waverly  Deutsch  of  Forrester  Research.  The  fastest-grow- 
ing technology  within  the  past  two  years,  intranets  leverage  a 
company's  intelligence  by  allowing  users  to  easily  create,  access, 
and  distribute  company  information.  Average  implementation 
costs  for  a  large  corporation  run  about  $1,500  per  user.  But  return 
on  investment  is  high,  often  more  than  1,000%,  according  to 
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International  Data  Corporation,  and  payback  time  can  be  within 
as  little  as  6  to  12  weeks.  Cadence  Design  Systems's  intranet 
application,  developed  by  Sage  Solutions  (s3gesolutions.com),  costs 
about  $1.5  million  and  had  a  return  on  investment  of  more  than 
1,700%.  "It  allows  a  sales  representative  in  a  remote  place  in  Asia 
to  tap  into  all  the  electronic  resources  that  support  the  Cadence 
sales  process,"  explains  Barry  Demak,  a  Cadence  sales  man- 
ager. "If  they're  trying  to  find  success  stories  within  that  region, 
they  can  do  so  with  one  simple  search." 

•  Training:  U.S.  companies 


The  Age  of  the  Network:  Organizing 
Principles  for  the  21s1  Century 

jessira  Lipnack  and  JeHrey  Stamps,  john  Wiley  &  Sons. 
1995,  $24.95 

The  Balanced  Scorecard: 
Translating  Strategy  into  Action 

Robert  Kaplan  and  David  Norton.  Harvard  Business 
School  Press.  1996.  $29,95 

The  nflh  Discipline: 
The  Art  &  Practice  of  the  Learning  Organization 

Peter  Senge.  Doubleday.  1990.  $32,50 

Futurework:  Putting  Knowledge 
to  Work  in  the  Knowledge  Economy 

Charles  Winslow  and  William  Bramer,  The  Free  Press. 
1994.  $29,95 

Heads,  You  Win! 
How  the  Best  Companies  Think 

Quinn  Spitzer  and  Ron  Evans.  Simon  &  Schuster, 
1997.  $23 

Intellectual  Capital: 
Cor«  Asset  for  the  Third  Millennium 

Annie  Brooking.  International  Thomson  Computer 
Press,  1996.  $24,95 

Intellectual  Capital:  Realizing 
Your  Company's  True  Value  by  Finding  Its 
Hidden  Brainpower 

Leif  Edvinsson  and  Michael  Malone.  HarperCollins, 
1997.  $25 


Intellectual  Capital: 
The  New  Wealth  of  Organizations 

Thomas  Stewart.  Doubleday.  1997.  $27 

Intelligent  EntefT>rise:  A  Knowledge-  and 
Service-Based  Paradigm  for  Industry 

James  Brian  Quinn.  The  Free  Press.  1992.  $35 

The  Knowledge-Creating  Company:  How  Japanese 
Companies  Create  the  Dynamics  of  Innovation 

Ikujiro  Nonaka  and  Hirolaka  Takeuchi, 
Oxford  University  Press.  1995.  $25 

leadership  and  the  Computer 

Mary  Boone.  Prima  Publishing.  1993.  $14,95 

The  New  Organizational  Weahh:  Managing  and 
Measuring  Knowledge-Based  Assets 

Karl  Eric  Svelby.  Berrett-Koehler  Publishers. 
1997.  $29,95 

Post-Capitalist  Society 

Peter  Dnjcker.  HaiperCollins.  1993.  $13 

Skandia  Intellectual  Capital  Supplement 

{a  free  pamphlet,  see  www,skandia,com/ 
sk3ndi3_group/fsk3ndi3_group,htm) 

The  Web  of  Inclusion:  Architecture  for 
BulMIng  Great  Organizations 

S3lty  Helgesen.  Doubleday.  1995.  $24,95 

Wellsprings  of  Knowledge 

Dorothy  Leonard-Bsrton.  Harvard  Business  School 
Press.  1995.  $29,95 


spent  $60  billion  on  training 
last  year,  according  to  Jack 
Gordon,  editor  of  Training 
magazine.  Gordon  believes 
computer-based  training,  one 
of  the  fastest-growing  seg- 
ments in  the  industry,  is  greatj 
for  delivering  stable  content 
to  large  numbers  of  dispersed 
people.  Brandon  Hall,  editor 
of  Multimedia  and  Internet 
Trainmg  Newsletter,  says  busi 
nesses  can  reduce  time  andl 
money  spent  by  50%  when 
they  use  multimedia  rather 
than  lecture-based  training. 
Hall  says  Storage  Technology 
cut  costs  from  $3.3  million  to 
$1.7  million  doing  just  that 
They  attribute  the  savings  to 
the  elimination  of  travel  and 
a  60%  reduction  in  training  time.  Lexus  dealerships  use  a  highly 
interactive  CD-ROM  program  developed  by  Marina  del  Rey. 
California-based  Internal  &  External  Communication  to 
train  their  staff.  "A  newly  hired  salesperson  could  be  a  formei 
real  estate  agent  or  yacht  broker,"  explains  K.  C.  Dellinger,  senioi 
sales  trainer  for  Lexus.  "With  this  system,  a  manager  can  leave 
trainees  in  a  room,  come  back  hours  later,  and  they'll  be  com 
pletely  trained."  I 


ORGANIZATIONS    &    ONLINE  RESOURCES 


American  Productivity  &  Quality  Center 

(www.3pqc.org)  Publishes  a  newsletter. 
"Knowledge  Management  in  Practice." 
Information  on  benchmarking,  knowledge 
management,  measurement,  customer  satisfaction, 
productivity,  and  quality. 

A  Business  Researcher's  Interests 

(www.brint.corn/OrgLrng.htrn)  A  searchyble  compila- 
tion of  schoiarly  papers,  articles,  books,  tools,  and 
related  topics  on  knowledge  management. 

The  Complete  Intranet  Resource 

(www,intrack,com)  Magazine  ai  iides,  case  studies, 
software  vendors,  white  papers,  etc.,  o.i  setting  up 
and  using  intram: 


Digital  Knowledge  An 

(www.dk3web.com) 


Offers  an  online  technology 
that  links  the  knowledge  needs  of  marketing 
professionals  with  the  intellectual  capital  of 
3C3demi3  3nd  industry  experts.  Supports  just-in-time 
learning  rather  th3n  just-in-csse  learning  by  deliver- 
ing filtered,  on-demand  information. 

Electric  Minds 

(www.minds.com/cgi-bin/maslink.cgi/ 
command?content-(-vcc*-fund) 
An  online  virtual  community  of  experts  and  coi- 
Ie3gues  discussing  knowledge  sh3ring. 

Knowledge  inc. 

(www.knowledgeinc.com) 
Site  of  an  executive  newsletter  covering  trends 
in  information  technology  snd  knowledge  strategy. 
Includes  insights,  articles,  related  links. 


and  conference  listings. 

The  MIT  Organizational  Learning  Network 

(learning.mit.edu) 
Papers,  case  studies,  and  related  articles  on 
organization3l  Ie3rning. 

Multimedia  and  Internet  Training  Newsletter 

(www.br3nd0n-hall.com) 
Includes  articles,  resource  lists,  ROI  studies,  devel- 
oper lists,  software  evaluations,  and  technologies  to 
watch  in  the  Web-based  training  industry. 


Sveiby  Knowledge  Management 

(www2.eis.net.3u/~karlerik/index.html) 
A  "site  devoted  to  creating  business  from 
knowledge" -a  collection  of  resources  on  me3suring 
int3ngible  assets. 


^4    FORBES  ASAP     April  7.1997 


IC  Equals 

Power 

Our  sardonic  Brit  makes  the  historical  "connection." 


'(STONE  AX  1,500,000  B.C.  More  than  a  million  years  ago... it 
jismpowers  those  good  at  hunting  and  the  decision-making 
!  processes  required  to  chase  animals.  Generates  a  command  hier- 
archy and  vests  power  in  those  at  its  summit  who  have  organi- 
sational skills.  Disfranchises  physically  weaker  males  and  all 
I  'emales.  Establishes  the  male-dominated  society 
md  bolsters  those  with  technological  abilities. 
The  stone  tool  is  the  first  of  history's  value-added  gizmos  to 
nodify  the  social  power  structure.  It  triggers  the  split-level  life 
ve  have  lived  ever  since:  a  community  divided  into  those  with 
cols  to  bring  change,  and  the  grunting  majority  who,  from  then 
)n,  wake  up  each  morning  to  find  things  have  changed.  Author- 
ty  now  comes  from  knowing  something  that  other  people  don't 
;now,  and  it  reaches  its  peak  with  the  cave-daubing  shaman 
vhose  mysterious,  tooled  calendar  bones  tell  him  (but  not  you) 
vhen  to  go  hunting  for  animals  that  migrate  past  your  patch 
•ach  year.  Power  is...  keeping  the  edge. 


BY  JAiyiES  B^URKf? 


WRITING  5,000  B.C.  Marks  on  clay  tablets  formalize  prop- 
erty ownership  in  the  hands  of  rulers  and  make  possible  the  pro- 
mulgation of  behavioral  rules  (laws)  to  maintain  the  position  of 
these  kings.  Provides  a  means  to  record  their  achievements  and 
introduces  the  concept  of  dynastic  tenure.  The  first  writing  takes 
the  form  of  inventories  that  say:  "This  stuff 
belongs  to  me  (but  not  you)."  Royal  property 
includes  the  new  walled  enclosure  where  everybody  lives — called 
a  "city"  and  populated  by  up  to  2,000  people  who  can  now  be 
marshaled  thanks  to  the  organizational  capability  that  comes 
with  writing  down  today's  communal  agenda.  But  mastery  of 
cuneiform  and  hieroglyphic  scripts  requires  years  of  study. 
This  useful  inconvenience  arrogates  exclusive  authority  to 
the  bureaucrat,  whose  prime  role  in  his  newly  invented  job  is 
to  keep  his  newly  invented  job.  City  hall,  where  records  are  kept, 
is  now  where  the  action  (or  rather,  inaction)  is.  Power  is... 
procedural  delay. 


lustrations  by  Michael  Witte 
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STIRRUP  1066  A.D.  Adaptation  of  the  camel-loading  harness  to  foot  restraints  anchors 
a  mounted  knight  in  the  saddle,  frees  his  weapon  arm  to  use  lance  as  well  as  sword,  and 
gives  England  to  the  Normans  at  the  Battle  of  Hastings,  where  Prankish  riders  mas- 
sacre Saxon  infantry.  This  new  trick  is  so  popular  that  land  is  expropriated  from  the 
Catholic  Church  to  breed  large  horses  (the  bigger,  the  more  impact).  Ranchers  running 
the  new  stables  become  known  as  dukes.  They  and  their  assistants  form  an  aristocracy, 
owing  exclusive  allegiance  to  the  king.  To  add  weight  to  the  new  tactic,  total  body 
armor  is  developed,  hiding  the  wearer  and  necessitating  heraldic  identity  symbols. 
Until  the  advent  of  firearms,  nothing  can  withstand  the  mounted  shock-troop 
aristocrat.  Membership  in  the  knightly  orders  is  kept  exclusive  by  limiting  entry 
only  to  those  possessing  horse,  weapons,  equipment,  and  support  staff  (but  not  you). 
Power  is. ..blue  blood. 


LATEEN  SAIL  AND  STERN  POST 
RUDDER  1150  The  lateen  sail 
arrives  in  western  Europe  in  the 


early  Middle  Ages.  The  rudder 
arrives  from  China  at  about 
the  same  time.  The  stern- 

\     post  rudder 
V..^    replaces  the 

]^      old  steering  oar  and  provides  an  efficient  way  to 
^  maneuver  a  ship  with  precision.  This  means 
that  instead  of  beaching  a  ship,  it  can  be  run 
f  alongside  a  jetty  for  greater  ease  of  loading  and 

unloading.  In  the  Middle  Ages  this  capability 
boosts  the  economic  position  of  the  Baltic 
Coast  shipowners  (but  not  you),  and  when 
they  form  the  Hanseatic  League  of  the  Baltic 
ports,  they  dominate  northern  European  trade 
for  centuries.  The  triangular  lateen  sail,  added 
to  the  stern  of  square-rigged  ships,  combines 
with  the  rudder  to  permit  ships  to  be  steered 
almost  into  the  wind.  This  ability  to  take  advantage 
of  virtually  any  weather  allows  Europeans  to  cross  the 
Atlantic  to  America.  Power  is...  tacking. 


PERSPECTIVE  1423  Original  10th-century  research  by  Arab 
scholar  Al  Hazen  into  why  the  sun  appears  larger  at  sunset  stimu- 
lates further  European  work  on  the  mechanism  of  visual  perception. 
Later  this  is  picked  up  by  a  student  at  the  University  of  Padua  who 
tells  his  friend  Brunelleschi,  a  Florentine  architect  who  introduces 
his  clients  to  a  new-look  blueprint.  Perspective  geometry  diminishes 
the  authority  of  the  Roman  Catholic  Church,  enables  the  first 
accurate  geographic  globes  to  be  drawn,  and  changes  the  course 
of  astronomy.  The  new  technique  for  drawing  distant  objects 
smaller  than  nearby  ones  introduces  realism  to  art,  so  the  old  con- 
vention of  "big  is  holy  and  small  is  human"  disappears  and,  with  it, 
a  key  element  in  Catholic  iconography.  It  permits  accurate  projec- 
tion of  the  globe  and  aids  long-distance  navigation.  It  also  gives 
astronomers  the  ability  to  measure  the  sky  (which  the  church 
has  said  is  unearthly  and  therefore  immeasurable).  This  makes  man  the  measure  of  all  things  and  kicks  off  the  Renaissance 
to  serve  academics  and  noble  patrons  of  the  arts  (but  not  you).  Power  is. ..pictures. 
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PRINTING  PRESS  1450  Removes  exclusive  power  from 
the  Catholic  Church.  Establishes  independence  of  Protestant 
hierarchy.  Encourages  breakdown  of  Christendom  and  makes 
possible  the  nation  state.  Consolidates  the  power  of  literate 
churchmen  and  traders.  Generates  a  middle  class.  Regularly 
updated  knowledge  favors  future-oriented  thinking.  Printing 
houses  are  the  first  example  of  full-scale  capitalism  in  action. 
Print  standardizes  data  considered  to  be  valuable.  Censors, 
therefore,  control  it  on  an  esoteric,  need-to-know  basis: 
i.e.,  those  in  the  organs  of  church  and  state  (but  not  you). 
Religious  and  political  authorities  (generally  one  and  the 
same)  are  served  by  a  new  print-qualified  individual  called 
an  "expert."  These  experts  correlate,  analyze,  and  update 
knowledge,  and  as  this  effort  proceeds,  influence  shifts  to 
those  with  access  to  these  new  forms  of  specialist  learning 
(now  called  science),  applied  with  the 
sanction  of  the  state  through  increas- 
ingly restrictive  printed  legislation. 
Power  is...gobbledygook. 


STEAM  ENGINE  1765  James  Watt's  machine  frees  manu- 
facturing from  the  seasonal  vagaries  of  waterpower  and  makes 
possible  continuous  production-line  output.  This  hands  the  Brits 
the  Industrial  Revolution  on  a  plate  and  triggers  the  technology-driven 

imperial  expansion  that  gives  West 
ern  nations  global  technologi- 


cal hegemony  for  more 
than  two  centuries.  The 
factory  takes  economic 
a     and  political  power  from 

landowners,  because  it 
^  moves  their  workers  away 
from  the  farm  to  the  city, 
where  unspeakable  living  condi- 
tions trigger  new  hygiene  laws  that,  in 
the  interest  of  public  health,  give  governments  the  right  of  entry  into  the  individual's  life 
and  behavior,  and  open  the  way  to  further  intrusion.  Emergence  of  the  new  factory 
proletariat  generates  a  left- right  ideological  split  and  gives  rise  to  mighty  political 
leaders  (but  not  you)  who  will  control  life  over  the  following  century. 
Power  is...  the  manifesto. 


RAINCOAT  1845  Mid- 19th-century  Scottish  cloth  dyer  Charles  Macintosh  discovers 
that  naphtha,  a  by-product  of  coal  tar  (itself  a  by-product  of  gaslight  manufacturing) 
dissolves  rubber.  When  Macintosh  spreads  dissolved  rubber  between  sheets  of 
cotton,  he  creates  the  first  rainproof  coat  (in  England  still  called  a  "macintosh"). 
The  Scotsman's  discovery  makes  him  a  fortune  when  the  army  orders  hundreds  of 
thousands  of  groundsheets  for  use  by  troops  fighting  the  Crimean  war.  During  the 
American  Civil  War,  a  German  officer  observes  the  efforts  of  the  Union  balloon 
corps  and  is  so  impressed  that  he  returns  to  Germany  and  builds  his  own  airships, 
naming  them  after  himself.  Zeppelins  devastate  London  in  World  War  I  when  they 
indulge  in  pinpoint  bombing  raids,  from  which  they  can  easily  escape  (but  not 
you).  They  do  this  in  all  kinds  of  weather,  because  the  gas  envelopes  they  ride  in 
are  made  of  macintosh  material.  Power  is...  keeping  your  powder  dry. 
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ARTIFICIAL  DYES  1859  Nineteenth 
century  discovery  of  aniline  dyes  makes 
the  German  chemical  industry  pre- 
eminent for  half  a  century.  When 
Heinrich  Caro  synthesizes  methylene 
blue,  he  makes  it  possible  for  Paul 
Ehrlich  to  stain  bacteria  and  for  medicine 
to  isolate  and  identify  color-sensitive 
microorganisms  and  then  to  develop  the 
technique  of  "magic  bullet"  drug  therapy. 
Disease  is  now  a  bug-specific  phenome- 
non. Thanks  to  bacteriology,  quacks  and 
botanists  no  longer  control  medicine 
and  the  knowledge  necessary  to  develop 
drugs.  Disease  is  now  visible  to  those 
with  a  microscope  (but  not  you).  Phar- 
maceutical research  becomes  the  new 
profit  generator  and  Germany  leads  the 
field  with  the  wonder  pill — aspirin.  Up 
to  now,  the  key  instrument  in  the  doc- 
tor's bag  had  been  his  or  her  bedside 
manner  (if  the  doctor  had  a  bad  one, 
the  patient  might  go  elsewhere).  But 
bacteriology  changed  the  role  of  the 
patient  from  that  of  client  in  charge  of 
his  or  her  own  diagnosis  and  cure  to 
that  of  smear  on  a  pathology  lab  slide. 
Power  is. ..a  stethoscope  and  Latin 
terminology. 


X-RAY  DIFFRACTION  1890  In  the  late 
19th  century  it  is  noticed  that  light  waves 
produce  interference  patterns.  Experiments 
to  see  if  X-rays  do  the  same  thing  involve 
using  graphite  crystals  to  bounce  X-rays 
off  When  diffracted  X-rays  bounce  off 
crystals  and  interact,  they  produce  differ- 
ent interference  patterns,  according  to 
which  crystals  are  used.  A  few  decades 
later  it  is  realized  that  this  technique 
enables  nondestructive  identification  of 
any  crystal.  In  the  1950s  the  diffraction 
pattern  of  one  type  of  protein  reveals  its 
molecules  to  have  a  double-helix  arrange- 
ment. This  discovery  of  DNA  radically 
changes  our  understanding  of  the  gene 
and  begins  a  quest  to  decipher  the 
genome,  the  genetic  plan  of  a  human.  It 
also  introduces  genetic  engineering  and 

the  opportunity  to  add  new 
■>-:;:         talents  to  organisms  for  use 
in  agriculture,  medicine,  fuel 
production,  etc.  Fortunes  are  made 
by  high-risk  entrepreneurs  and 
Ph.D.'s  (but  not  you).  Power  is... 
character-shaping. 


COMPUTERS  1944  During  World  War 
II,  the  ENIAC  computer  is  developed  to 
speed  up  the  process  of  calculating 
artillery  tables  and  eventually  to  handle 
astronomically  large  sums  involved  in 
modeling  hydrogen  bomb  explosions. 
When  the  Soviets  explode  their  first 
atom  bomb,  the  United  States  sets  up  a 
radar  defense  chain  that  links  comput- 
ing machines.  This  technique  turns  into 
the  first  airline  reservation  system.  By 
the  late  1960s  time  sharing  puts  the 
computer  at  the  service  of  business  and 
the  academic  community,  and  a  web  of 
computers  is  established  to  run  the 
country  in  case  of  nuclear  attack.  This 
assures  the  maintenance  of  government 
authority  under  catastrophic  circum- 
stances. Somewhere,  whatever  happens, 
there  will  always  be  a  decision-making 
center.  Nuclear  war  never  happens,  but 
the  Web  grows  and  changes,  and  by  the 
early  1990s  it  is  called  the  "information 
superhighway."  Today  the  full  effect  of 
the  Internet  is  still  to  be  guessed  at,  but 
one  thing  has  become  clear:  As  the  Net 
diffuses  authority  outward,  the  old  con- 
straints of  top-down  hierarchies,  central- 
ized authority,  behavioral  conformity, 
sovereignty,  privacy,  and  the  sanctity  of 
intellectual  property  rights  are  all  about 
to  be  questioned.  Power  is...  nowhere.  ■ 

James  Burke,  writer  and  host  of  the  PBS  documentar 
Connections,  is  producing  a  new  10-part  history  of  chang 
for  The  Learning  Channel. 
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TELECOMMUTING  & 


Dffl 


EXPOSITION    &  CONFERENCE 

Corporate  Solutions 
Through 
Remote  Access 

Virtual  Offices...  Remote  Business  Locations... 
Work-at-Home  Employees...  they're  all  part  of  a 
movement  that's  reshaping  the  American  work- 
place. By  the  year  2000,  this  shift  of  the  workforce 
wUl  be  55  million  workers  strong. 

^roductivity-enhancing  technology 

Telecommuting  &  Home  Office  Exposition  & 
Conference  offers  you  the  solutions,  strategies  and 
)roducts  to  make  this  monumental  shift  possible. 
fou'U  see: 

remote  access  technology 
networking  &  telecommunications  equipment 
,  internet  access  providers 
computer  hardware  &  software 
products  &  services  for  remote  offices 
financial,  legal,  insurance  & 
management  consulting  services 

\n  educational,  business-to- 
iDUsiness  environment 

f  you're  an  executive  or  network  manager  or  facilities 
lanager  charged  with  telecommuting  your  department,  or 

i  current  telecommuter  or  home  office  worker.  Telecommuting 

i:  Home  Office  Exposition  &  Conference  is  a  must-attend  event 
)r  you!  The  conference  provides  pragmatic  tips  on  costs  vs. 
enefits  of  telecommuting,  technology  trends,  human  resource 
sues,  and  more.  Corporate  case  studies  and  insights  from 

iiccessful  home-based  workers  round  out  the  program. 


October  15-17,  1997 
Moscone  Convention  Center 
Son  Francisco,  CA 


Telecommuting  &  Home  Office 
Exposition  j.  Conference 


onsored  by: 


NetwofkWorid 


PCWORLD  Forbes 


Mobile  Office  Vehicles 
Vendors'  ISDN  Association,  Inc. 


#1DC/L1NK  PCTOMPANY 


Steeicase 


MOBILE  OFFICE 


Send  more  information  on  Telecommuting 
&  Home  Office  Exposition  &  Conference! 

I  am  interested  in:    □  Attending    J  Exhibiting 


FAS 


Name 


Company  _ 
Address  


City/State/Zip_ 
Phone  


Fax  . 


email  

Mail  to:  MHA  Event  Management,  1400  Providence  Highway, 
P.O.  Box  9127,  Norwood,  MA  02062.  Or  Fax  to:  617-440-0357 
THIS  IS  NOT  A  REGISTRATION  FORM. 


■or  more  information,  call  800-3<^3-^rilOE 
>ee  THOE  on  the  WWW:  hffp://www.mha.eom/thoe/ 


Here  Come  the 

Consultants 

Corporate  America  soon  will  spend  billions  on  IC. 


Most  corporations  remain  unclear  on  the  concept  of  intel- 
lectual capital  and  how  to  make  the  most  of  the  internal  knowl- 
edge they  may  have.  But  fear  not.  Every  consultancy  worth  its 
J.  Lobb  lace-ups  has  bottled  the  idea  into  a  pricey  opportunity. 
Here's  how  the  "movement"  is  playing  at  a  consultancy  near  you: 

•  Ernst  &  Young,  the  granddaddy  of  the  movement,  has  been 
cosponsoring  its  Knowledge  Advantage  conference  for  three 
years.  It  brings  together  business  thinkers  on  the  subject  of, 
you  guessed  it,  business  thinking.  Price:  $1,150. 

Then  the  real  bucks  come  into  play.  A  tab 
of  $2  million  to  $3  million  is  typical  for  Ernst 
&  Young's  four-pronged  approach  to  mining  corporate  intel- 
lectual capital — prongs  known  at  the  consultancy  as  "culture, 
infrastructure,  knowledge  content,  and  stewardship." 

All  are  pieces  of  the  knowledge  management  puzzle,  explains 
Ernst  &  Young  senior  manager  Fran  O'Brien.  Simultaneously,  a 
team  from  E&Y  will  evaluate  whether  employees  are  sharing 
knowledge  (the  culture  prong)  and  if  need  be,  suggest  rewards 
to  get  them  to  do  so.  The  consultants  also  will  be  setting  up  an 
intranet  (infrastructure);  sifting  through  company  knowledge  to 
make  sure  it  is  useful  (content);  and  setting  up  procedures  and 
practices  to  keep  improving  the  sharing  effort  (stewardship). 
Completing  E&Y's  knowledge  adventure  can  take  18  months. 

•  Arthur  Andersen  Business  Consulting  teamed  up  with  the 
American  Productivity  &  Quality  Center,  a  nonprofit  research 
organization  identifying  the  best  practices  in  business.  Together 
they  sponsored  the  1995  Knowledge  Imperative  Symposium,  at 
which  53  speakers  spoke  about  knowledge  to  447  participants. 

Andersen  also  developed  the  trademarked  Knowledge  Man- 
agement Assessment  Tool,  a  24-question  survey  that  seeks  to 
discover  if  a  company's  employees  are  sharing  intellectual  cap- 
ital. For  the  $10,000  to  $50,000  fee  (depending  on  company  size), 
this  assessment  runs  two  weeks  and  includes  a  workshop,  with 
anyone  from  top  management  to  line  workers  participating. 

For  those  companies  hoarding  knowledge,  a  typical  full-blown 
knowledge  consultancy  costs  $1  million  to  $2  million  (for  a 
Forbes  500  company).  Like  E&Y's  program,  Andersen's  includes 
an  invading  team  of  experts  "  ho  whittle  away  at  a  company's 
nonsharing  environment.  They  establish  "best  practices" — the 
best  way  to  do  a  job.  They  link  computers  with  an  intranet. 


(Andersen  likes  to  call  a  company's  database  its  "knowledge  base,' 
says  partner  Tom  Elsenbrook).  As  a  wrap,  the  team  measures  the 
final  results  against  the  original  goal. 

Jerome  Adams,  chief  learning  officer  at  Shell  Oil,  is  a  fan  ol 
the  Andersen  program.  He  especially  likes  the  Andersen-buih 
intranet,  which  has  been  used  by  more  than  half  the  company's 
22,000  employees.  "We  are  committed  to  becoming  a  learning 
organization,"  Adams  says.  "We  believe  the  competitive  advan- 
tage rests  in  the  ability  of  employees  to  learn  faster." 

•  Gemini  Consulting,  a  former  reengineerin^ 
powerhouse,  offers  its  Applied  Knowledge 
Management  practice.  A  $1  billion  division  of  a  $9  billion  multi- 
national engineering  firm  paid  just  $250,000  for  a  recent  "engage- 
ment." Typically,  Gemini  comes  in  for  three  to  six  months  of  con- 
sulting. The  emphasis:  sharing  intellectual  capital  as  a  competitive 
weapon.  "We  talk  about  competing  through  competence,"  say 
Gemini's  Jim  Noble.  "And  competence  is  know-how."  Gemini': 
clientele  has  included  Mobil,  Cigna,  Imperial  Chemical  Indus 
tries,  and  Monsanto. 

•  Booz  Allen  &  Hamilton  is  selling  its  year-old  program  on  the  sue 
cess  of  its  own  internal  $5  million  effort,  which  links  the  knowl 
edge  of  its  8,000  employees  in  this  $1  billion  consultancy.  Client 
get  a  glimpse  of  the  BA&H  family  jewels — an  intranet  callec 
Knowledge  OnLine — to  get  an  idea  of  what  to  expect  from  thei 
own  knowledge  overhaul.  For  about  $20,000,  BA&H's  teams  helj 
managers  set  knowledge  priorities  in  brainstorming  sessions.  Thei 
it's  on  to  the  usual:  a  critique  of  knowledge  sharing,  installatioj 
of  an  intranet,  etc.  One  twist?  "We've  done  it  ourselves,"  says  Chuc 
Lucier,  BA&H's  own  chief  knowledge  officer. 

•  Arthur  D.  Little  and  its  subsidiary.  Innovation  Associates,  turn 
companies  into  learning  Organizations.  For  a  large  corporation 
that  turnaround  might  take  two  to  three  years  and  cost  as  mucl 
as  $10  million  in  fees.  Smaller  engagements  run  $300,000  U 
$400,000.  But,  oh,  what  you  get!  A  team  of  20  to  30  consultant 
is  on  hand,  plying  its  craft  in  several  divisions  or  department 
simultaneously.  The  team's  task:  to  help  workers  interact,  kee| 
them  from  blaming  each  other,  test  newfound  knowledge  witl 
experiments,  and,  of  course,  set  up  an  intranet.  "We're  creatin 
the  ability  of  an  organization  to  learn,"  says  Arun  Maira  of  Innq 
vation  Associates.  "We're  like  starter  motors."  I 
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Uninterruptible  power  solutions!  you  may  never  think 

about  power.  But  you  do  understand  downtime.  Destroying  productivity, 
eroding  consumer  confidence,  and  threatening  profit.  We  offer 
integrated  solutions  for  those  who  can't  afford  to  be  vulnerable.  In 
fact,  we  protect  the  power  for  nine  out  of  ten  of  the  world's  largest 
banks.  Not  with  just  a  lot  of  boxes  that  handle  surges  and  spikes. 
But  with  Strategic  Power  Management.™  Protection  that  keeps  you 
from  ever  being  out  of  data.  Out  of  control.  Or,  just  plain  s.o. 


761,  or +1-91 9-870-3403,  Fax:  +1-919-870-3411, 


i.com,  E-mail;  info@ 
;tro*  pov 


fo@exide.com 


POWERWARI 


1996  Exide  Electronics  Group,  Inc.  All  rights  reserved.  ®,™  —  a  trademark  of  Exide  Election 


€XIDE  ' 
ELECTRONIC^ 

Strategic  Power  Mariagement  * 


A  Way  Too  Short 

History  of  fiads 

Don't  outsource  your  common  sense.  Not  like  last  time... 


•  Total  Quality  Management  High  Hopes:  Systematically 
improving  the  quality  of  corporate  operations  toward  a  goal 
of  perfection  can  improve  competitiveness  and  improve  cus- 
tomer satisfaction  and  loyalty.  Busted  Dreams:  To  hell  with  prof- 
its! We're  going  to  make  these  damn  things  perfect. 

•  Computer-Integrated  Manufacturing  High  Hopes:  Imple- 
menting a  combination  of  computer  databases,  process  con- 
trol systems,  and  robotics  can  reduce  operating  costs,  improve 
quality,  and  make  possible  high-margin  mass  customization. 
Busted  Dreams:  No  way  to  measure  sue-  ^^^^^^^H^^H 
cess  except  by  the  money  youVe  invested.  ^^^^^^^^^^H 
But  at  least  you  can  be  entertained  as  you  go  broke  watching 
the  robots  destroy  your  products. 

•  Management  by  Objective/Theory  Z  High  Hopes:  Estab- 
lishing overall  goals  that  become  more  specific  as  they  are  imple- 
mented down  through  the  organization  allows  greater  employee 
independence  while  still  keeping  the  company  oriented  toward 
its  long-term  targets.  Busted  Dreams:  Make  the  objectives  too 
vague  and  they  are  meaningless,  too  specific  and  they  turn  into 
a  noose  for  employees  four  levels  below  you. 

•  The  Learning  Organization  High  Hopes:  In  the  rapidly  chang- 
ing modern  world,  successful  companies  will  be  those  that  can 
adapt  quickly  because  they  are  built  on  continuously  upgraded 
employee  skills  and  knowledge.  Busted  Dreams:  It  easily  turns 
into  a  training  and  MIS  sinkhole.  No  one  has  yet  figured  out 
quite  how  an  organization  "learns"  the  right  things. 

•  Reengineering  High  Hopes:  The  new  competitive  environ- 
ment not  only  demands  that  companies  revise  their  products 
and  services  but  that  they  also  rethink  their  organization  in  light 
of  advances  in  information-technology  telecommunications. 
Busted  Dreams:  In  the  hands  of  a  manager  without  imagination 
(that  is,  most  of  them),  this  becomes  mindless  downsizing,  a 
meat-ax  to  cut  away  not  only  the  fat  but  the  flesh  and  bone  of 
the  enterprise. 

•  Virtualization  High  Hopes:  New  ;  chnologies  make  possible 
companies  "without  walls"  that  have  a  ■  ;ew,  more  integrated  rela- 
tionship with  suppliers,  distributors,  filers,  customers,  and 
even  competitors.  Busted  Dreams:  Set  ■  •  employees  free  and 
they  may  never  come  back.  How  do  you  liold  together  a  com- 
pany scattered  over  the  landscape  wh  n  you  can  barely  main- 


tain it  with  everybody  in  one  building?  And  what  are  you  going 
to  tell  the  poor  bastards  who  still  must  go  to  the  office? 

•  Decentralization  High  Hopes:  Making  corporate  groups  and 
divisions  more  independent,  complete  with  their  own  infra 
structures,  makes  them  more  adaptive  and  competitive.  Busted 
Dreams:  Paradise  for  every  empire  builder  and  renegade  in 
the  organization. 

•  Flat  Organizations  High  Hopes:  New  information  processing 
technology  eliminates  the  need  for  the  middle  layers  of  cor 
■■[^■H^^HBI  porate  hierarchy  that  used  to  act  as  infor 
^^^^^^^^^^H  mation  filters  and  now  enhances  the  abil- 
ity of  senior  managers  to  handle  a  larger  span  of  control.  Busted 
Dreams:  Some  of  those  middle  managers  actually  did  things. 
Important  things.  And  if  senior  executives  couldn't  manage  10 
people,  how  are  they  going  to  manage  200? 

•  Critical  Path  Analysis  High  Hopes:  By  studying  how  a  com- 
pany brings  a  new  idea  to  market,  one  can  emphasize  those 
components  that  contribute  to  this  process  while  eliminating  or 
cutting  back  those  that  don't.  Busted  Dreams:  Life  isn't  that 
simple — even  though  you  will  be  paying  experts  to  force  you 
to  think  so. 

•  Sales  Force  Automation  High  Hopes:  Sales  is  the  last  pari 
of  the  company  not  revolutionized  by  information  technol 
ogy.  Giving  the  sales  force  access  to  large  files  of  product,  pre 
sentation,  and  competitive  information  enables  them  to  be  more 
productive.  Busted  Dreams:  No  matter  how  you  disguise  it,  sales- 
people know  a  hidden  control  system  when  they  see  one 
Wait  until  you  see  the  annual  cost  of  replacing  all  those  laptop; 
"accidentally"  dropped  off  car  roofs. 

•  Chaordic  Organizations  High  Hopes:  With  the  rapid  shifts 
currently  taking  place  in  commerce  and  society,  the  best  com- 
pany organization  is  one  that  is  essentially  chaotic  within  a  well- 
defined  structure  designed  to  use  that  energy.  Hence:  "chaos' 
and  "order."  Busted  Dreams:  lust  what  we  need,  companies  that 
are  even  more  unmanageable  and  out  of  control. 

•  Post-Capitalism/Co-Opetition  High  Hopes:  The  emerging 
global  economy  will  require  a  new  type  of  business  strategy,  one 
that  de-emphasizes  winner-takes-all  competition  for  new  co 
operative  ventures  that  reward  everyone  concerned.  Buste<\ 
Dreams:  Yeah,  sure.  You  go  first. 
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The  Sharpest  minds  in  the  computer 
industry  today  go  head-to-head  in  a  raucous 
game  of  ultimate  computer  trivia.  The  1997  Computer  Bowl, 
with  celebrity  host  Robert  Unch,  April  18th  at  the  Santa  Clara  (CA) 
Convention  Center  and  The  Computer  Museum,  Boston.  All 
proceeds  benefit  The  Computer  Museum's  educational  programs. 


Presented  by  Ziff-Davis. 
Underwritten  by  Intel  and  Bay  Networks. 
Sponsored  by  ACM,  Adaptec,  Coopers  & 
Lybrand,  Kleiner  Perkins  Caufield  &  Byers, 
Silicon  Valley  Bank,  Shiva,  Mathsoft, 
and  Stratus. 


Test  your  wits  now —  play  The  Computer  Bowl  online  at  Internet  Shopping  Network,  www.isn.com 
Sponsorship  and  seats  are  limited  Call  now,  4 1  5  323  1909,  browse  www  tern  org  or  e-mail,  allison@tcm  org,  for  ticket  or  sponsorship  information 
The  Computer  Bowl  contest  is  taped  for  broadcast  as  a  special  edition  of  PBS'  "Computer  Chronicles."  airing  the  W(?ek  of  June  3rd  Check  your  local  PBS  listings 


—  Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
'Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
fecdy  into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


The  Big  Crash 
of  Convergence 

Laws  and  morals  collide  when  all  content  becomes  bits. 


The  digitization  of  information  in  all  its  forms  will  probably  be 
known  as  the  most  fascinating  development  of  the  20th  century. 

— Dr  An  Wang 

Consider  the  bookbinder's  craft:  426  finely  printed  pages 
organized  into  16-page  signatures.  Each  is  sewn  together  with 
white  thread  and  glued  onto  a  gray  canvas  cord.  The  hard  linen- 
bound  covers,  stamped  with  silver  letters,  are  connected  to  the 
signature  block  by  delicately  glued  end  sheets. 

I  am  talking  about  George  Gilder's  book  Microcosm,  as 
embodied  in  a  technology  perfected  centuries  ago.  Somewhere 
Gilder's  intellectual  property  exists  as  a  stream  of  bits  on  a  Simon 
&  Schuster  hard  drive  (indeed,  portions  of 
Gilder's  next  book,  Telecosm,  are  on  the  Web). 
Yet  few  of  us  curl  up  in  bed  reading  the  latest  best-seller  on 
our  notebook  computers.  If  Johannes  Gutenberg's  1455  inven- 
tion is  still  the  best  way  to  read  Gilder,  are  we  really  headed  for 
the  convergence  of  books,  magazines,  recorded  music,  radio,  tele- 
phony, television,  movies,  interactive  software,  and  the  Web? 

And  if  so,  what  will  happen  to  the  diverse  business  models 
that  today  govern  the  creation  of  intellectual  capital,  from  Holly- 
wood to  Nashville  to  Madison  Avenue  to  Redmond?  Kids  today 
share  their  computer  games  as  email  attachments  with  a  few 
mouse  clicks.  What  happens  when  the  memory  and  bandwidth 
exist  to  share  any  artistic  creation  similarly,  from  books  to 
movies?  Will  anyone  buy  a  book?  (Why  would  you,  when  you 
can  go  to  your  virtual  library  and  in  a  few  seconds  "borrow"  any 
book  for  free?)  The  sharing  of  information  sounds  wonderful. 
That  is,  until  you  consider  that  much  of  the  knowledge  we  value 
won't  be  created  if  the  economic  incentive  for  its  development 
is  destroyed. 

Recently,  the  idea  of  convergence  has  come  under  attack. 
Watching  a  two-inch  QuickTime  movie  on  a  PC  screen  doesn't 
provide  the  same  quality  of  experience  as  watching  a  movie  in 
a  THX-equipped  theater.  Downloading  sounds  and  videos  from 
the  Web  seems  to  take  forever.  Reading  from  a  digital  screen  is 
slower  and  less  pleasant  than  from  the  printed  page.  And  these 
are  only  a  few  of  the  limitations. 

'holography  by  Max  Aguilera-Hellweg 


Yet  despite  these  shortcomings,  convergence  is  inevitable. 
To  add  some  perspective,  here  is  a  brief  description  of  the  seven 
distinct  stages  in  the  life  cycle  of  a  technology. 

Precursor.  In  this  stage,  the  prerequisites  of  a  technology  exist, 
and  dreamers  may  contemplate  these  elements  coming  together. 
We  do  not,  however,  regard  dreaming  to  be  the  same  as  invent- 
ing— even  if  the  dreams  are  written  down.  Leonardo  da  Vinci 
drew  convincing  pictures  of  airplanes  and  tanks,  but  he  is  not 
considered  to  have  invented  either  one. 

Invention.  The  next  brief  stage,  highly  celebrated  in  our 
culture,  is  similar  in  some  respects  to  the  process  of  birth  after 
an  extended  period  of  labor.  Here  the  inventor  (often  envisioned 
as  a  reclusive  iconoclast  who  disappears  into 
his  basement,  emerging  years  later  with  a  break- 
through) uses  his  curiosity,  scientific  skills,  determination,  and 
usually  a  measure  of  showmanship  to  combine  methods  in  a  new 
way  and  bring  a  new  technology  to  life. 

Development.  In  this  third  stage,  the  invention  is  protected 
and  supported  by  doting  guardians  (maybe  even  the  original 
inventor).  In  many  instances  this  stage  is  more  crucial  than 
invention  and  may  involve  additional  creation  that  can  have 
greater  significance.  Many  tinkerers  constructed  finely  hand- 
tuned  horseless  carriages,  but  it  was  Henry  Ford's  innovation 
of  mass  production  that  enabled  the  automobile  to  take  root 
and  flourish. 

Maturity.  Although  it  continues  to  evolve,  the  technology 
now  has  a  life  of  its  own  and  has  become  an  established  part 
of  the  community.  It  may  be  so  interwoven  in  the  fabric  of  life 
that  it  appears  to  many  observers  that  it  will  last  forever. 

Attack  of  the  pretenders.  An  interesting  drama  occurs  when 
an  upstart  innovation  threatens  to  eclipse  an  older  technology. 
Its  enthusiasts  prematurely  predict  victory.  While  providing  some 
distinct  benefits,  the  newer  technology  is  found,  on  reflection,  to 
be  missing  some  key  element  of  functionality  or  quality.  When 
it  fails  to  dislodge  the  established  order,  skeptics  proclaim  that 
the  original  technology  will  indeed  reign  forever. 

Obsolescence.  The  victory  for  the  older  technology  is  usually 
short-lived.  Soon,  another  new  technology  (or  one  of  the 
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pretenders  now  developed  further)  typi- 
Imlll  ^  W  wll  cally  succeeds  in  pushing  the  original  tech- 
nology to  the  sidelines.  The  old  technology  lives  out  its  senior 
years  in  gradual  decline.  Its  original  purpose  and  functionality 
are  now  subsumed  by  a  spry  competitor.  This  stage  may  com- 
pose 5%  to  10%  of  the  product's  life  cycle. 

Antiquity.  We  now  arrive  at  the  final  stage  (e.g.,  the  harpsi- 
chord, the  horse  and  buggy,  the  manual  typewriter,  and  recently 
die  vinyl  record). 

Where  are  we  now?  Books,  film,  and  the  other  largely  analog 
technologies,  soon  to  converge,  are  now  in  the  stage  ol  the  attack 
of  the  pretenders.  The  digital  upstarts  are  in  the  stage  of  devel- 
opment. Digital  books  have  obvious  benefits  in  terms  of  search- 
ing capabilities,  hypertext  links,  and  so  on,  but  today's  flat-panel 
screens  don't  compare  to  paper  and 
ink  in  a  variety  of  ways:  resolution, 
contrast,  lack  of  flicker,  viewing  angle, 
size,  weight,  cost,  and  battery  life,  not 
to  mention  installed  base  (millions  of 
paper  books  are  in  circulation,  less 
than  1%  of  which  are  available  in 
digital  form). 

Longer  term,  it's  a  different  story. 
Serious  students  of  Moore's  law 
of  semiconductors  (computing  speeds 
and  densities  double  every  18  months). 
Gilder's  law  of  the  telecosm  (total 
bandwidth  will  triple  every  year  for 
at  least  the  next  25  years),  and  their 
various  corollaries  will  note  that 
within  the  next  three  to  seven  years  the  limitations  of  the  dig- 
ital versions  of  intellectual  and  artistic  creations  will  be  over- 
come (depending  on  which  aspect  of  convergence  one  is  discuss- 
ing). Today  we  are  witnessing  the  move  toward  convergence, 
but  only  in  the  first  decade  of  the  21st  century  will  that  con- 
vergence become  a  reality.  Printed  books  really  will  go  the  way 
of  vinyl  records. 

By  the  way,  convergence  is  not  limited  to  books,  magazines, 
music,  and  movies  becoming  digital  objects.  It  also  means  that 
these  objects  will  merge  with  each  other  and  with  the  emerg- 
ing intelligence  of  the  digital  substrate  on  which  these  objects 
will  exist.  Keep  in  mind  that  your  average  personal  computer 
will  have  the  memory  capacity  and  processing  speed  of  the 
human  brain  (roughly  20  million  billion  calculations  per  second) 
by  the  year  2020.  That  doesn't  mean  that  personal  computers  will 
necessarily  be  as  smart  as  people  in  that  time  frame,  but  they 
will  have  sharply  focused  intelligence  in  many  realms.  Thus 
our  digital  creations  will  interact  with  us  in  many  new  intellec- 
tual and  emotional  ways. 

The  fact  that  converc;ence  will  take  a  few  more  years  gives 
us  some  time  to  address  the  critical  issue  of  protecting  these  new 
forms  of  intellectual  property.  Today  most  software  is  not  copy- 
protected (for  reasons  that  are  more  historical  and  cultural  than 
technical).  An  enormous  amount  of  underground  copying 
occurs,  which  is  hardly  surprising.  Expecting  children  not  to 
share  their  computer  software  is  like  leaving  hundred-dollar  bills 


^'Of  course,  unauthorized 
:  copying  is  not  limited  to 
children.  While  U  S. 
corporations  have  pretty 
good  records  of  respecting 
software  copyrights,  many 
nations-including  China, 
Russia,  El  Salvador,  Vietnam, 
and  Oman-are  known  as 
'one-diskette'  countries." 


in  a  schoolyard  along  with  the  message  "Please  don't  pick  these 
up,  they  belong  to  Michael  Eisner."  Of  course,  unauthorized  copy- 
ing is  not  limited  to  children.  Although  U.S.  corporations  have 
pretty  good  records  of  respecting  software  copyrights,  many 
nations,  including  China,  Russia,  El  Salvador,  Vietnam,  and 
Oman,  are  known  as  "one-diskette"  countries.  Microsoft  has  been 
playing  it  both  ways  —  supporting  a  hard  line  in  the  U.S.  gov- 
ernment dispute  with  China  on  protecting  intellectual  prop- 
erty while  signing  broad  licensing  deals  with  Chinese  govern- 
ment agencies. 

One  reason  the  software  industry  has  been  lenient  in  pro- 
tecting its  copyrights  is  the  recognition  that  unauthorized  copy- 
ing of  software  is  not  always  a  bad  thing.  While  news  reports  are 
filled  with  huge  dollar  figures  that  U.S.  software  companies  are 
"losing"  from  illegal  copying,  many 
of  these  unpaid  license  fees  are  illu- 
sory. Most  people  receiving  unau- 
thorized copies  would  not  have  pur- 
chased the  software  in  the  first  place. 
And  such  "distribution"  can  often 
strengthen  a  software  product  by  help- 
ing to  make  it  a  standard.  More  than 
two  decades  ago.  Bill  Gates  wrote 
strong  letters  to  early  computer  hob- 
byist magazines  (see  page  83)  con- 
demning computer  clubs'  habit  ol 
distributing  free  paper-tape  copies  ol 
the  Microsoft  Basic  interpreter.  While 
Gates  was  well  within  his  rights  tc 
complain,  this  practice  only  served 
to  establish  Microsoft  Basic  as  the  standard  high-level  language 
for  the  then-upstart  personal  computer  industry.  Gates  later  skill- 
fully exploited  this  development.  Today,  Darwin  P.  Singson,  a 
Dataquest  software  analyst,  says  Chinese  pirates  are  actually  help- 
ing Microsoft  by  creating  a  huge  installed  base  of  customers 
Recognizing  the  value  of  establishing  a  standard,  Netscape  ini- 
tially encouraged  the  free  distribution  of  its  product.  Although 
its  market  share  is  now  declining,  Netscape  quickly  became  anc 
remains  today  the  dominant  Internet  browser. 

But  it  is  not  just  computer  programming  that  will  be  repre 
sented  by  streams  of  ones  and  zeros.  The  lack  of  a  tradition  o 
copy  protection  in  the  software  industry  is  sending  shock  wave: 
through  other  industries  rapidly  sliding  into  the  great  digita 
convergence.  Indeed,  introduction  of  DAT  (digital  audio  tape 
technology  was  temporarily  delayed  by  a  frantic  sound-record 
ing  industry  until  a  technical  solution  was  found  to  preven 
the  unauthorized  copying  of  music  sound  tracks. 

And  that,  in  my  view,  is  how  we  will  come  to  deal  with  th< 
protection  of  copyrighted  material  in  the  age  of  convergence 
Only  a  small  number  of  business  models  are  currently  in  use 
The  music  industry  and  the  video  industry  give  you  a  physica 
object  (e.g.,  a  compact  disc  or  videotape)  to  access  the  intellec 
tual  property.  You  can  let  friends  access  the  information,  but  tc 
do  so  they  have  to  have  the  physical  object  in  their  possession 
A  similar  model  holds  for  books,  newspapers,  and  magazines 
Cable  companies  let  you  view  the  video  channels  that  they  dis. 
tribute,  but  you  have  to  be  in  your  home  or  other  designate* 
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location  to  do  so.  Hollywood  sells  you  one-time  viewing  rights 
to  its  intellectual  property  in  a  theater  that  you  have  to  physi- 
cally visit.  Broadcast  television  can  be  viewed  for  free  but  sub- 
jects you  to  advertising.  Although  the  software  industry  has  been 
hesitant  to  implement  copy-protection  technology  (and  its  early 
forms  were  indeed  cumbersome),  the  technology  exists  to  imple- 
ment all  of  these  models.  What's  more,  just  as  convergence  will 
result  in  new  forms  of  intellectual  and  artistic  creation  that  go 
beyond  those  created  today,  new  distribution  and  business  mod- 
els also  will  become  established.  If  I  access  a  recipe  book  for  a 
single  recipe  but  my  friend  uses  it  as  her  culinary  bible,  it  will 
be  possible  for  me  to  pay  for  a  few  minutes  of  access  while  my 
friend  buys  a  right  for  sustained  access.  Furthermore,  she  could 
choose  to  buy  that  sustained  right  for  use  on  a  single  computer 
or  on  any  computer  that  she  might  wish.  She  could 
buy  such  access  by  the  month  or  choose  a  permanent  right. 
A  plethora  of  finely  tuned  distribution  and  compensation 
models  will  emerge. 

When  Moses  introduced  the  concept  that  we  should  not  steal 
from  our  neighbors  (along  with  nine  other  commandments),  it 
was  in  an  age  when  stealing  something  deprived  the  original  pos- 
sessor of  what  was  stolen.  Yet  stealing  information  is  a  good  deal 
more  subtle.  After  all,  the  original  owner  of  information  still  has 
it — so  who  is  being  deprived?  Of  course,  the  creators  of  a  dig- 
ital object  have  been  deprived  of  royalties,  yet  they  remain  bliss- 
fully unaware  of  the  crime  against  them,  except  through  read- 
ing occasional  surveys  of  such  practices. 


It  is  obvious,  however,  that  the  basis  for  funding  development 
of  expensive  intellectual  creations  (remember  that  Hollywood 
movies  cost  tens  of  millions  of  dollars  to  create)  is  threatened  if 
we  destroy  compensation  models.  These  issues  were  recently 
debated  in  Geneva,  Switzerland,  where  dozens  of  nations  nego- 
tiated three  landmark  treaties  on  strengthening  copyright  pro- 
tections in  the  digital  age.  Gates's  view  is  that  the  current  copy- 
right laws  are  a  good  starting  point  but  need  refinement  in  the 
digital  age.  I  tend  to  agree,  with  the  caveat  that  existing  laws 
and  treaties  are  routinely  ignored  in  many  countries  outside  of 
the  United  States  and  Europe.  Technical  means  to  enforce  pro- 
tection are  emerging,  such  as  digital  watermarks  (i.e.,  informa- 
tion embedded  in  pictures,  sounds,  and  videos  that  cannot  be 
seen  or  heard  without  a  special  decoder,  such  as  DICE's  Argent 
and  ARIS  Technologies'  MusiCode)  and  encrypted  electronic 
envelopes  (i.e.,  secure  means  of  sending  data  objects  to  specific 
recipients,  such  as  IBM's  Cryptolope  containers).  Technical  means 
will  eventually  exist  to  implement  any  model  of  compensation 
that  we  can  imagine. 

Most  of  the  wealth  and  value  created  today  is  in  the  form  of 
information.  We  live  in  a  world  in  which  the  knowledge  con- 
tent of  products  and  services  is  rapidly  asymptoting  to  100%. 
What  we  need  most  is  a  social  compact  that  we  should  pay  for 
the  information  we  use.  Otherwise  there  will  be  no  useful  infor- 
mation to  buy  or  steal.  ■ 

Ray  Kurzweil,  founder  and  chief  leclmology  officer  of  Kurzweil  Applied  Intelligence, 
has  won  niinieroiis  technology  awards  including  nine  honorary  doctorates.  He  is  the 
author  of  The  Age  of  Intelligent  Machines.  ray(L''kur:wi'ih\lu.corn 
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Who  Owns 
Thought? 

Should  copyright  laws  be  loose  or  tight? 


I  don't  think  anyone  else  really  knows  where  we  are  headed. 
Peter  Huber  may  be  as  close  as  we  can  come  to  wisdom  on  the 
subject  right  now.  "Write  copyright  law  just  a  shade  too  strict, 
and  every  piece  of  hardware  on  the  Web  becomes  illegal,"  he  says. 
"Write  it  a  shade  too  lenient,  and  there's  nothing  left  to  copy- 
right at  all." 

As  far  as  I  know,  the  libertarian  writer  Lysander  Spooner  was 
the  first  to  use  the  phrase  intellectual  property,  which  appears  in 
his  work  in  the  1850s.  For  a  long  time  the  need  to  contain  intel- 
lectual property  within  a  physical  matrix  —  a  ^^^H^BBI 
book,  a  vinyl  record,  celluloid  film — ensured  that  ^^^^^^H 
the  system  worked  satisfactorily  enough  to  protect  inventors  and 
authors,  even  though  the  brunt  of  the  protection  was  borne  all 
along  by  the  physical  component.  The  physical  corpus  made 
copying  expensive.  But  this  has  now  changed.  As  a  result  of  the 
digital  revolution,  the  cost  of  making  additional  copies  of  intel- 
lectual goods  has  plummeted. 

What  took  the  scribe  in  a  monastery  a  year,  and  the  Xerox 
machine  an  hour,  can  now  be  copied  in  seconds.  And  when 
copies  multiply,  value  collapses. 

To  economists,  the  replication  of  high-value  goods  at  almost 
no  cost  is  close  to  a  contradiction  in  terms.  Most  things  through- 
out history  have  been  so  difficult  to  "copy"  that  this  alone  has 
preserved  their  value.  Patented  or  not,  a  Cadillac  is  difficult  to 
reproduce.  One  could  be  assembled  from  junkyards.  A  hundred 
would  require  capital  equipment  and  highly  paid  workers. 
Cheaper  to  buy  authentic  "copies"  from  the  nearest  showroom. 
They  would  run  better,  too. 

High-value  articles  that  can  be  inexpensively  replicated  are 
destined  to  become  low-value — unless  something  prevents  that 
fall.  This  is  the  great  paradox  of  the  information  age.  This  may 
be  the  predicament  of  Microsoft,  a  creation  of  intellectual  prop- 
erty and  human  capital.*  Free  or  very  inexpensive  copying  of  its 


I  goods  would  cause  its  capitalized  value  to  fall  as  swiftly  as  it  rose. 

What  the  current  fuss  about  intellectual  property  reflects  is 
the  information  content's  loss  of  its  old  physical  bodyguard  and 
its  need  for  a  new  protector,  especially  in  the  ethereal,  friction- 
free  world  of  cyberspace.  Software — "all  design  and  no  manu- 
facture," in  one  description — illustrates  these  developments.  The 
design  is  arduous,  the  copying  child's  play. 

In  the  early  years  of  Silicon  Valley,  high  tech  companies  often 
I  just  forged  ahead  as  fast  as  they  could,  without  bothering  much 
■■■■^^^^H  about  intellectual  property.  Lawyers  were  hired 
W^K^^^^^M  to  keep  companies  out  of  court,  not  get  them  into 
one.  Most  patents  were  not  upheld  in  litigation,  and  many  com- 
panies hadn't  even  filed  for  protection  in  the  first  place.  The  tech- 
nology was  moving  so  rapidly  that  it  was  difficult  to  catch  up 
with  an  item  that  had  already  reached  the  marketplace.  It  was 
almost  as  easy  to  produce  your  own  as  to  reverse-engineer  the 
earlier  product. 

Eventually,  however,  the  bodyguard  of  lawyers  entered  the 
picture  in  Silicon  Valley  and  elsewhere.  But  all  this  would  not 
have  happened  without  a  change  in  the  legal  climate.  Software 
was  brought  under  the  purview  of  the  Copyright  Act,  and  the 
legal  protection  of  semiconductors  was  enhanced.  President 
Jimmy  Carter's  attorney  general.  Griffin  Bell,  argued  that  the 
United  States  was  lagging  behind  the  rest  of  the  world  because 
weak  patent  protection  was  discouraging  our  inventors.  The  U.S. 

*As  we  enter  the  information  age,  the  elusive  thing  called  "capital"  has  been  expanded 
to  include  human  capital.  Like  intellectual  property  it  is  an  intangible — in  mind  rather 
than  matter.  Education  and  good  habits  are  regarded  as  the  human  capital  that  can 
yield  a  future  income  stream.  Human  capital  is  a  store  that  we  acquire  and  carry  in 
our  heads  rather  than  in  our  bank  accounts.  This  is  an  appropriate  expansion  of  "cap- 
ital" because  the  Latin  root  of  the  word,  capitalis,  means  "of  the  head."  By  implica- 
tion, the  old  idea  of  capital  was  incomplete  and  only  now  has  come  into  its  own. 
The  former  capital  was  tainted  by  its  association  with  a  particular  class:  capitalists. 
But  with  human  capital  we  can  all  become  capitalists  even  without  bank  accounts. 
I  Human  capital  democratizes  capital,  as  befits  a  democratic  age. 


Photography  by  Max  Aguilera-Hellweg 
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Where's  William?  Twenty-one  years  ago,  the  future  billionaire  Bill  Gates  wrote  a  blistering  letter  (see  right)  to  the  Homebrew  Computer 
Club — hippie-nerds  who  thought  software  should  be  free.  Gates  corrected  them  in  no  uncertain  terms:  "Most  of  you  steal  your  software." 


P/!^^ll/^H  C'^'^'^'^  °f  Appeals  for  the  Federal  Circuit  was 
l#w«ll  vll  created  in  1982  to  streamline  patent  appeals; 
judges  were  picked  for  their  pro-patent  views.  By  the  early  1990s 
the  Patent  Office  was  handing  out  patents  to  about  half  of  those 
who  filled  out  the  forms  (about  100,000  were  issued  in  1994), 
some  of  them  plainly  invalid.  This,  in  turn,  has  threatened  to 
restrict  invention.  The  high  cost  of  lawsuits  could  "spell  the  death 
of  the  industry's  small  players,  locking  up  the  computer  indus- 
try in  the  hands  of  giants  like  Microsoft,  Novell,  and  Lotus,"  as 
technology  writer  Simson  Garfinkel  has  said. 

Far  from  lagging  in  innovation,  meanwhile,  it  turned  out  that 
the  United  States  was  well  ahead  of  the  rest  of  the  world.  Could 
any  fact  be  more  obvious?  Not  to  Bruce  Lehman.  The  erstwhile 
assistant  secretary  of  commerce  and  commissioner  of  patents 
and  trademarks  is  under  pressure  to  tighten  copyright.  His  1995 
white  paper,  "Intellectual  Property  and  the  National  Information 
Infrastructure,"  would  make  it  a  copyright  violation  to  read  a 
document  onscreen  without  authorization.  "When  a  work  is 
placed  into  a  computer,  whether  on  a  disk,  diskette,  ROM,  or 
other  storage  device,  or  in  RAM,  for  more  than  a  very  brief 
period,  a  copy  is  made,"  Lehman  says.  Copyright  owners  want 
to  change  the  law  so  that  making  such  temporary  copies  of  mate- 
rial would  be  a  violation.  Online  providers  would  be  held  liable 
for  the  copyright  violations  of  their  subscribers. 

Copyright  owners  have  reason  to  worry.  With  the  informa- 


tion now  able  to  slip  around  the  Net  almost  without  friction, 
only  one  copy  has  to  "escape"  for  it  to  become  a  thousand. 

But  there's  a  problem  with  legal  changes  of  the  type  proposed 
by  Lehman.  They  represent  the  interests  of  current  market  lead- 
ers. Intellectual  property  law  is  supposed  to  encourage  creativ- 
ity, and  as  the  intellectual  property  expert  Jessica  Litman  writes, 
copyright  exemptions  or  lacunae  have  historically  been  the  great 
stimulus  to  rapid  investment  and  growth  in  new  media: 

"Radio  broadcasting  invaded  everyone's  living  rooms  before 
it  was  clear  whether  unauthorized  broadcasts  were  copyright 
infringement....  Videotape  rental  stores  sprang  up  across  the 
country  shielded  from  copyright  liability  by  the  first  sale 
doctrine." 

Conversely,  Sony  made  the  mistake  of  holding  its  intellectual 
property  too  closely,  choosing  not  to  license  Betamax  to  com- 
petitors. Matsushita  freely  licensed  its  technology,  and  several 
other  companies  soon  were  producing  the  VHS  system.  More 
recently,  Apple  Computer  also  kept  its  intellectual  property  on 
too  tight  a  rein.  No  clones,  it  said.  Look  where  it  got  them. 

In  the  realm  of  intellectual  goods,  the  lesson  seems  to  be 
the  one  taught  by  Ecclesiastes:  "Cast  thy  bread  upon  the  waters,, 
for  thou  shalt  find  it  after  many  days."  ■ 


Tom  Bethell  is  the  Washington  correspondent  for  the  American  Spectator  maga 
zine.  He  is  currently  writing  a  book  on  property,  both  intellectual  and  real,  from  which 
this  essay  is  excerpted. 
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Singapore 

Sting 

Our  man  witnesses  a  rare  Far  East  software  piracy  bust. 


Ominous-looking  armed  men  are  swarming  over  his  retail 
store,  but  for  a  man  whose  world  has  just  come  crashing  in 
on  him,  Chng  (pronounced  "Ching")  Teck  Bin  seems  unnat- 
urally composed.  Chng  is  the  proprietor  of  P&V  Computer  PTE, 
a  dingy  fifth-floor  electronics  store  nestled  among  tailor  shops 
and  beauty  parlors  in  the  Bukit  Timah  district  of  Singapore. 
Chng  stands  mutely  in  the  dim,  box-lined  corridor  outside  his 
shop  while  five  young  policemen  from  the  Intellectual  Prop- 
erty Rights  unit  of  the  Singapore  police 
chase  out  his  schoolboy  techie  customers 
and  begin  tearing  through  cabinets,  boxes,  and  files  that  till  the 
store.  The  leader  of  the  squad,  a  big  man  in  jeans  and  T-shirt, 
informs  Chng  that  his  shop  is  the  subject  of  a  warrant  for  soft- 
ware piracy. 

Acting  on  information  from  a  private  security  adviser,  the 
intellectual  property  cops  are  trying  to  find  and  confiscate  pirated 
versions  of  popular  personal  computer  software  programs. 
Throughout  Asia,  in  shops  such  as  this,  mass-produced  CD-ROMs 
filled  with  purloined  software  sell  for  a  fraction  of  the  legitimate 
market  price.  With  as  many  as  30  programs  crammed  onto  the 
644-megabyte  disks — including  such  hits  as  Adobe  Photoshop, 
After  Dark,  AutoCAD,  Claris  Works  4.0,  CorelDraw,  Netscape 
Navigator,  Windows  95,  Microsoft  Office,  Norton  Utilities,  and 
on  and  on,  the  total  legal  market  value  of  the  programs  on  one 
CD-ROM  can  reach  into  the  high  tens  of  thousands  of  dollars. 
But  because  small,  clandestine  operators  can  now  stamp  out  CDs 
easily  and  cheaply,  disks  can  be  produced  for  as  little  as  a  dol- 
lar and  sold  for  between  $7  and  $25,  depending  on  the  buyer's 
ability  to  bargain.  Costs  are  low,  needless  to  say,  because  pirates 


have  no  R&D  or  third-party  software  licensing  costs  to  cover. 
This  is,  after  all,  one  of  the  great  things  about  being  a  pirate. 

THE      FALL  GUY 

Mr.  Chng,  however,  is  not  a  pirate,  just  a  hapless  middleman. 
As  the  raid  progresses,  he  asks  if  he  can  use  his  telephone;  so 
far  he  has  been  cooperative,  even  obsequious,  and  the  cop  in 
charge  tells  him  to  go  ahead.  "I'm  going  to  call  the  owner," 
he  tells  the  detective  in  fractured  English. 
"He  asks  me  to  take  over  temporarily." 
"The  owners  of  the  shops  never  seem  to  be  around  for  the 
raids,"  a  voice  with  a  decidedly  American  accent  replies  sarcas- 
tically. It  belongs  to  Christopher  Austin,  a  young  attorney  cur- 
rently hunched  over  one  of  Chng's  ledgers.  Austin  is  working 
both  for  the  Business  Software  Alliance,  a  Washington-based 
trade  organization  that  deals  with  software  piracy,  and  for 
Microsoft.  Microsoft  is  clearly  the  biggest  loser  to  a  regionwide 
criminal  enterprise  that  sells  far  more  illegal  copies  of  its  pop- 
ular programs  in  Asia  than  Microsoft  itself. 

Austin  roves  Asia  tracking  down  software  pirates.  He  has 
become  famous  throughout  the  more  notorious  shopping  arcades 
of  Asia  as  the  man  most  likely  to  ruin  the  day  of  pirates  who  run 
the  illicit  but  wide-open  market  in  illegal  software.  Because  of 
the  work  of  Austin  and  others,  software  pirates  have  been  forced 
to  add  several  sophisticated  new  twists  to  their  nefarious  ways. 

Rather  than  keep  a  large  stock  of  CD-ROMs  on  hand  that 
authorities  can  confiscate,  for  instance,  shop  owners  will  page 
their  suppliers,  who  dispatch  runners  with  the  requested  disks. 
Foreign  customers  in  a  pirate  software  shop  can  now  expect  to 


Buyer  Be  Wired  An  undercover  operative  working  for  Microsoft  hides  a  microphone  and  tape  recorder  before  entering  a  legititnate 
CD-ROM  plant  to  try  making  a  deal  for  unlicensed  copies  of popular  software.  The  fabricators  took  the  bait  and  lost  a  Microsoft  contract. 


Photography  by  Nikolai  Joyce 
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Spinning  Gold  A  software  shop  proprietor,  Mr.  CImg  (left,  in  dress  shirt),  identifies  CDs  loaded  with  pirated  programs  during  a  raid  by 
Singapore's  Intellectual  Property  Rights  police.  CDs  selling  for  $15  way  contain  more  than  $10,000  worth  of  professionally  copied  software. 


0<4|MA^  hear  the  suspicious  question,  "Are  you  from 
wUlln  Microsoft?"  Such  changes  in  the  business  have 
made  Austin  a  figure  of  note  here,  a  man  with  the  task  of  trying 
to  convince  frugal  Asians  they  should  pay  full  freight  for  pro- 
grams readily  available  for  pennies  on  the  dollar. 

The  job  is  as  difficult  as  it  is  important.  Recent  Software 
Publishers  Association  and  Business  Software  Alliance  statis- 
tics show  that  Singapore,  with  an  estimated  53%  piracy  rate,  still 
has  a  long  way  to  go.  Yet  it  is  doing 
far  better  than  its  neighbors  Malaysia, 
with  a  piracy  rate  of  77%,  Thailand 
at  82%,  the  Philippines  at  91%,  China 
at  96%,  and  Indonesia  at  a  staggering 
98%  use  of  illegal  software. 

Even  with  the  lowest  piracy  rate  in 
Asia,  Singapore  has  become  a  pet 
project  of  the  pirate-hunters.  With  its 
squeaky-clean  reputation,  its  position  as  the  most  computer-lit- 
erate society  in  the  area,  and  a  growing  indigenous  software  indus- 
try, Singapore  is  a  key  battleground  in  the  struggle  for  the  hearts 
and  minds  of  Asian  technology  consumers  who  have  little  respect 
for  or  understanding  of  the  notion  of  intellectual  property. 

The  raid  on  Mr.  Chng's  shop  is  winding  down,  and  he  sits 
quietly  at  his  desk.  In  addition  to  the  scores  of  CD-ROM  com- 
pilations, other  telltale  signs  are  a  tip-off  he  is  in  the  software 
piracy  business.  Christopher  Austin  points  out  some  of  the  tricks 
of  the  pirates'  trade  as  he  goes  through  the  shop.  There  are,  for 
example,  the  boxes  of  empty  CD-ROM  "jewel  cases,"  mated  to  a 
CD-ROM  only  after  a  sale  is  made.  Then  there  is  the  carton  of 
hard-disk  drives  under  Chng's  desk  that  dealers  can  load  up  with 
pirated  software  and  install  on  a  personal  computer. 

"To  help  sell  hardware,  a  dealer  will  load  a  machine  with  thou- 
sands of  dollars  of  illegal  software,"  explains  Austin,  who  later 
points  out  that  Chng  was  not  accused  of  this  crime. 

Chng  takes  his  downturn  in  fortune  stoically,  but  complains 
about  being  singled  out.  "Everybody  does  it,"  he  says  plaintively. 
He  does  have  a  point.  In  the  hazy  world  of  intellectual  prop- 
erty law  throughout  Asia,  governments  have  maintained  a  fairly 
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'Xhng's  whispered  phone  call 
is  clearly  a  coded  message 
to  his  suppliers  that  a  raid  is 
under  way.  Several  other 
shops  have  hastily  closed/' 


ambiguous  position  on  piracy.  In  Singapore,  for  example,  while 
the  police  and  courts  will  cooperate  when  pressed,  the  soft- 
ware producer  must  invest  resources  to  privately  investigate 
piracy  before  the  government  will  get  involved. 

According  to  Ng  Kim  Neo,  senior  director  of  the  Trade  Pol- 
icy Division  for  the  Singapore  Trade  Development  Board,  the  offi- 
cial reason  is  that  the  country  has  long  treated  intellectual  prop- 
erty like  private  contracts.  "You  can't  jail  people  for  a  contract," 
she  says  during  an  interview.  And  so, 
with  its  history  of  benign  neglect 
toward  the  software  pirates,  it  is  not 
surprising  that  piracy  is  alive  and  well 
even  in  strict  Singapore. 

Chng's  whispered  phone  call  is 
clearly  a  coded  message  to  his  sup- 
pliers that  a  raid  is  under  way.  Alan 
Solomon,  the  corporate  security 
adviser  contracted  by  Microsoft  who  has  kept  P&V  under  sur- 
veillance for  months,  and  who  has  been  lurking  in  a  nearby  stair- 
well during  the  raid,  calls  Austin  on  his  cell  phone  a  moment 
or  two  later  to  tell  him  that  several  other  owners  of  stores  sell- 
ing pirated  software  have  just  hastily  closed  up  and  decamped. 
"There  are  going  to  be  doors  slamming  all  over  town  today," 
Solomon  says  during  a  later  inspection  of  the  shuttered  shops. 

Within  hours  of  the  raid's  conclusion,  however,  it  will  be  busi- 
ness as  usual.  The  shops  here  at  Bukit  Timah,  the  half-dozen 
pirate  software  operations  at  the  notorious  Sim  Lim  Shopping 
Arcade,  and  possibly  hundreds  of  stores  that  sell  pirated  soft- 
ware or  a  mix  of  pirated  and  legitimate  floppies  and  CDs,  will 
all  be  open  and  functioning  as  if  the  raid  hadn't  happened. 

Whether  the  government  is  lax  or  stringent,  steep  profits 
would  drive  the  shadowy  market  anyway.  During  his  surveil- 
lance, Solomon  has  recorded  between  100  and  200  CD-ROM 
sales  a  day  at  P&V.  He  and  other  private  investigators  estimate 
that  on  any  given  day  in  Singapore  at  least  5,000  illegal  CD- 
ROMs  are  sold  at  an  average  of  $20  apiece.  This  means  that  in 
this  one  city  software  pirates  clear  at  least  700,000  Singapore 
dollars  ($525,000  U.S.)  a  week.  Similar  profits  are  estimated  in 


Confronting  the  Faux  Pirates  depend  on  innovation  just  like  their  legitimate  business  counterparts.  Real  Intel  chips  are  "upgraded"  to  a 
more  expensive  level  with  forged  labels,  and  only  the  quality  of  graphics  separates  bona  fide  disks  ( top)  from  bogus. 


Hong  Kong,  Bangkok,  Kuala  Lumpur,  and  Manila. 

Retailers  are  usually  small  businesspeople  who  can't  see  any 
reason  they  shouldn't  be  part  of  this  lucrative  market.  But  at  a 
higher  level,  above  the  shopkeepers  and  the  pirates  themselves, 
control  is  in  the  hands  of  one  of  several  organized  syndicates 
operating  throughout  southern  Asia.  These  syndicates  are  as  sen- 
sitive to  the  marketing  of  illegal  products  as  legitimate  compa- 
nies are  to  aboveboard  sales. 

Microsoft's  Singapore  managing  director,  Paul  Lovell,  still 
receives  phone  calls  asking  when  an  official  copy  of  Windows  95 
will  be  in  the  stores.  Pirates  had  taken  a  stolen  beta-test 
version  of  Windows  95  and  done  a  little  innovative  marketing. 
And  recently,  when  Microsoft  offered  a  three-CD  set  of  its  soft- 
ware for  a  special  price,  pirates  responded  with  their  own  pirated 
three-CD  edition. 

In  Singapore  and  beyond,  operations  of  the  pirate  software 
shops  are  far  too  consistent  to  be  coincidental.  They  all  have 
more  or  less  the  same  physical  setup  and  sell  more  or  less  the 
same  program  compilations  in  similar  packaging.  "It's  fairly  clear 
that  it's  an  organized  thing,  with  manufacturing  sites  all  over  Asia 
and  shared  technology  and  marketing  information,"  says  Weim- 
ing  Chua,  a  former  Singaporean  policeman  who  is  now  licens- 
ing manager  for  Novell  Asia  Pacific. 

Even  the  personnel  policies  of  the  stores  are  similar.  They 
include  hiring  people  with  failed  businesses,  gambling  debts, 
or  police  records  to  front  the  operations.  Widely  known  as  the 
"fall  guys,"  they  are  paid  handsomely  not  only  to  sell  the  pirated 
software  but  also  to  take  the  fall  if  the  shop  is  raided.  An  infor- 
mant recently  spelled  out  the  deal:  The  going  rate  of  payment  is 
$5,000  a  month  to  manage  the  business  and  $2,500  to  $3,000  a 
month  for  sitting  in  jail.  In  general,  salaries  are  higher  in  the 
pirate  stores  than  elsewhere,  and  legitimate  shopkeepers  in  places 
like  Sim  Lim  Arcade  complain  that  it  is  hard  to  get  help  because 
potential  employees  prefer  working  for  the  pirates. 

"You  can  get  a  lot  of  people  to  be  the  fall  guy,"  Chua  tells  me. 
"If  you  get  arrested,  maybe  you  serve  a  short  sentence,  but  you 
get  taken  care  of.  If  you  don't  squeal,  they  pay  you  a  bonus  and 
look  after  your  family  while  you're  in  jail."  Considering  the  harsh 


sentences  in  Singapore  for  drug  or  firearm  sales,  a  bust  for  CD- 
ROM  piracy  is  widely  regarded  as  something  of  a  paid  vacation. 

Which  sheds  light  on  the  placid  mood  of  Mr.  Chng  Teck 
Bin  of  P&V  Computer.  When  Microsoft's  Austin  finds  a  secret 
compartment  he  can't  open,  Chng  is  surprisingly  helpful.  "It's 
locked,  sir,"  Chng  says  meekly.  "I'll  open  it  for  you."  One  of  the 
cops  suggests  that  Chng  is  in  shock,  saying,  "Now  he  has  a  lot  of 
legal  obligations.  He  is  a  confused  man  at  this  moment."  Asked 
why  he  is  so  complaisant,  Chng  says  dreamily,  "Human  life  is 
short;  you  must  be  happy."  He  does  not  seem  at  all  upset,  and 
security  adviser  Alan  Solomon,  the  man  who  has  spent  the  last 
year  investigating  the  ins  and  outs  of  software  piracy  in  the 
region,  isn't  surprised.  "Fall  guy,"  he  snorts. 

UNDERGROUND  SINGAPORE 

The  following  day,  Solomon  takes  me  on  a  tour  of  the  Sin- 
gapore software  piracy  underground  he  has  come  to  know  so 
well.  The  first  stop  is  the  Sim  Lim  Arcade.  The  modern  glass- 
and-steel  mall  is  as  well  known  throughout  Asia  for  its  wide- 
open  piracy  as  Hong  Kong's  notorious  Golden  Arcade. 

Sim  Lim  is  the  place  where,  in  March  1996,  Solomon  pulled 
off  Singapore's  most  successful  software  piracy  raid.  Acting  on 
a  hunch  while  staking  out  a  Sim  Lim  shop,  Solomon  followed  a 
courier  to  a  parking  lot  under  the  mall.  There  he  discovered  two 
vans  filled  with  CD-ROMs,  rolling  warehouses  from  which  disks 
are  delivered  to  shops  throughout  Singapore.  More  than  5,600 
disks  were  confiscated,  worth  more  than  $150,000  on  the  black 
market,  with  a  legitimate  software  value  into  the  millions. 

Solomon's  gumshoeing  was  rewarded;  not  only  were  huge 
fines  levied  but  three  of  the  software  pirates  received  jail  sen- 
tences, one  for  four  months,  plus  a  $45,000  fine  or  nine  addi- 
tional months  if  the  fine  remained  unpaid.  The  second  got  30 
months;  the  third  was  sentenced  to  18  months.  In  neither  case, 
however,  did  the  pirates  give  up  the  names  of  their  bosses.  Rather, 
they  remained  silent,  did  their  time,  and  left  Solomon  and  others 
to  track  down  the  CD  pirate  masterminds  from  the  outside. 

"This  is  like  returning  home,"  says  Solomon  as  he  retraces  the 
steps  of  his  big  bust.  As  he  predicted,  when  we  enter  Sim  Lim, 
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SUBOROtNATE  COURTS 


Crime  Stoppers  Faced  with  growing  revenue  losses,  Darren  Lockie  and  Paul  Lovell,  director  and  managing  director,  respectively,  of 
Microsoft  Singapore,  depend  on  private  security  specialists  such  as  Alan  Solomon  (far  right)  to  stem  the  rising  tide  of  software  piracy. 


04^1  M|y  the  first  shop  we  pass  is  a  wide-open,  pirated- 
wMIIm  software  bazaar.  The  setup  is  familiar:  pirated  pop- 
ular computer  games  and  "edutainment"  CDs  on  racks  around 
the  walls  and  a  table  in  the  middle,  with  labels  from  the  best- 
known  CD-ROM  compilations.  Names  like  Solid  Gold,  Master 
Installer,  Software  Governor,  Super  Installer  8.0,  and  Macintosh 
CD  are  visible.  The  shop  is  filled  with  young  techies  pawing  over 
the  piles  and  clerks  happy  to  haggle 
over  prices.  A  pirated  CD-ROM  copy 
of  the  Encyclopedia  Britannica,  which 
retails  in  the  United  States  for  $299, 
is  listed  for  30  Singapore  dollars  and 
can  be  bargained  down  to  15  dollars. 

Ironically,  a  sign  points  to  the 
struggle  between  the  better  and  worse 
sides  of  Singapore's  technological 
nature:  "We  encourage  you  to  buy  original  software...  that  is,  if 
you  can  afford  it!" 

As  we  tour  the  six  bustling  levels  of  electronics  stores  at  Sim 
Lim  Arcade,  we  find  a  half-dozen  shops  with  virtually  the  same 
look,  differentiated  in  some  cases  by  simple,  easily  removable 
neon  signs.  Others  are  marked  with  cardboard  marquees  hung 
at  the  entrance.  The  stores  are  movable  software  feasts,  ready  to 
be  broken  down  in  minutes.  Even  on  a  weekday  afternoon,  they're 
filled  with  browsers  and  buyers  devouring  pirated  software. 

Why  are  the  shops  at  Sim  Lim  Arcade  allowed  to  operate 
so  openly?  Bryan  Ghows,  regional  counsel  for  Lotus  and  the 
Business  Software  Alliance's  former  manager  in  Singapore,  has 
a  surprisingly  ambiguous  answer  for  someone  in  his  position. 
He  admits  that  the  problem  of  piracy  "is  not  really  a  social  or 
moral  wrong  in  the  Singaporean  context."  This  is  in  contrast, 
Ghows  suggests,  to  pornography.  He  points  out,  for  example, 
how  quickly  the  government  moved  to  set  up  proxy  servers  in 
1996  to  protect  citizens  from  the  fleshpots  of  the  World  Wide 
Web.  Ghows  suggests  a  rationale  for  the  government's  casual 
attitude  about  software  piracy:  "A  certain  amount  of  piracy  is 
welcomed,  because  very  few  people  can  afford  software  at  mar- 
ket prices." 


"We  are  approached  by  two 
shotgun-toting  guards  who  do 
not  appear  to  be  very  happy 
about  our  presence.  Solomon 
suggests  a  strategic  retreat." 


It  is  Microsoft's  suspicion,  particularly  among  the  company's 
local  executives,  that  Lotus's  Ghows  is  not  as  concerned  as  he 
might  be  about  Microsoft's  status  as  prime  piracy  target.  Lotus 
is,  after  all,  owned  by  Microsoft  rival  IBM.  This  has  led  the  Red- 
mond, Washington,  firm  to  launch  its  own  attack  on  piracy. 
And  to  employ  Alan  Solomon  as  its  hired  gun. 

Solomon's  second  stop  of  the  day  is  on  Microsoft  business. 

He  has  planned  to  wire  one  of  his 
employees  and  send  him  into  a  seem- 
ingly legitimate  CD-ROM  replication 
plant  to  see  if  the  managers  will  agree 
to  copy  software  for  a  phantom  com- 
pany without  the  proper  copyright 
agreements.  A  large,  legitimate  con- 
tract to  replicate  Microsoft  software 
depends  on  the  correct  response. 
"Entrapment  is  okay  here,"  Solomon  notes  as  we  drive  toward 
an  industrial  park  in  the  Ang  Mo  Kio  district. 

At  the  plant,  "Mike,"  who  does  undercover  work  for  Solomon, 
puts  on  his  equipment  and  heads  inside.  In  30  minutes  he's  back, 
mission  accomplished.  He  plays  the  tape,  and  on  it  an  employee 
clearly  agrees  to  do  whatever  copying  is  required,  as  long  as  Mike 
signs  an  indemnity  form.  "Got  him,"  Solomon  says  with  uncon- 
cealed glee.  "He  can  kiss  that  contract  goodbye." 

Next  stop  is  a  stakeout  of  what  Solomon  and  others  suspect 
is  a  functioning  CD-ROM  factory  in  a  housing  block  nearby. 
We  cruise  by  a  boarded-up  storefront  guarded  by  several  tough- 
looking  men  lounging  on  the  sidewalk  in  front.  More  toughs  eye 
us  as  we  pull  up  in  a  parking  lot  around  the  back.  The  windows 
above  the  storefront  are  smoked  and  double-paned.  On  the  side 
of  the  apartment,  an  industrial-sized  air-conditioning  unit  stands 
out  incongruously  in  this  residential  neighborhood. 

Solomon  has  been  surveilling  the  building  for  weeks,  watch- 
ing suspicious-looking  couriers  picking  up  brown-wrapped 
packages  at  the  site.  The  tip-off  to  the  site  came  half  a  world  away 
when  a  package  containing  pirated  CD-ROMs  was  seized  in 
Cyprus.  Sherlock  Holmes  was  not  needed;  the  package  had  the 
Ang  Mo  Kio  address  on  it. 
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"But  we  need  physical  evidence,"  Solomon  says,  referring  to 
the  fairly  stiff  requirements  to  request  a  police  raid.  He  is  mov- 
ing very  carefully  with  the  Ang  Mo  Kio  factory.  He  suspects 
his  operation  was  compromised  by  another  investigator  working 
tor  the  factory.  A  bust  will  have  to  wait  until  someone  can  sneak 
inside  and  take  pictures,  a  dangerous  assignment  considering 
the  high  security  around  the  building.  But  Solomon  is  content  to 
wait.  "We'll  come  back,"  he  says  as  we  drive  out  of  the  parking 
lot,  dozens  of  suspicious  eyes  following  our  Mercedes. 

On  my  final  day  in  Singapore,  Solomon  has  agreed  to  go  over 
the  causeway  into  Malaysia  to  check  out  some  of  the  pirate  soft- 
ware stores  in  Johor  Baharu.  Malaysia 
is  more  wide  open  than  Singapore  and 
far  more  dangerous.  "Life  is  as  cheap  as 
a  bullet,"  we've  been  warned.  Solomon 
doesn't  like  to  work  there,  considering 
the  authorities  much  less  trustworthy 
than  the  "straight  as  a  die"  Singaporean 
police.  A  raid  a  colleague  conducted  in 
Johor  weeks  before  came  up  empty,  and 
Solomon  suspects  the  pirates  were 
tipped  off  by  a  Malaysian  official. 

For  cover,  he  has  taken  the  precau- 
tion of  using  a  car  that  has  never  been 
across  the  causeway.  Malay  pirates 
sometimes  strap  drugs  under  cars 
bound  for  Singapore,  so  he  also  takes 
along  a  trusted  bodyguard  to  watch  the 
car  while  we  snoop  around. 

By  the  time  we  cross  the  causeway 
and  clear  Malaysian  customs,  a  hard 
rain  is  falling.  We  drive  another  half 
hour  into  Johor  Baharu.  The  place  is 
beat-up  and  colorful  and  looks  like 
ultramodern  Singapore  must  have  in 
its  more  romantic  days.  We  park  the  car 
at  a  hotel  and  walk  the  rest  of  the  way 
to  a  mall  containing  a  number  of  stores 
selling  pirated  software.  The  same  CD- 
ROMs  for  sale  in  Singapore  for  $15  to 
$30  are  half  that  here,  with  room  to 
haggle.  In  addition,  there  is  a  wide  vari- 
ety of  ultra  hard-core  pornography 
available  on  CD-ROMs,  material  that 
would  cause  stores  to  be  shut  down 
instantly  in  Singapore. 

Things  go  fine  until  Nikolai  Joyce, 
Forbes  ASAP's  photographer,  takes  out 
his  camera  and  begins  shooting.  There 
are  none  of  the  jocular  "Are  you  from 
Microsoft?"  queries  we  heard  in  Sin- 
gapore. We  are  suddenly  approached  by 
two  shotgun-toting  guards,  who  do  not 
appear  to  be  very  happy  about  our  pres- 
ence. They  make  threatening  motions 
with  their  weapons,  and  Solomon  wisely 
suggests  we  make  a  strategic  retreat. 


But  once  we  are  on  the  street,  a  group  of  young  Malays,  sev- 
eral carrying  baseball  bats,  begins  to  follow  us.  Solomon  orders 
us  to  split  up,  lose  ourselves  in  one  of  the  crowded  malls,  and 
regroup  at  the  hotel  in  a  half  hour.  The  group  is  confused  by  our 
actions,  and  we  lose  them — or  bore  them — by  moving  randomly 
up  and  down  several  levels  of  another  mall. 

The  ride  back  to  Singapore  is  uneventful.  The  customs  offi- 
cials are  far  more  concerned  about  any  illegal  chewing  gum  than 
the  pirated  software  disks  we  are  bringing  back  from  Malaysia. 
We  are  carrying  thousands  of  dollars  worth  of  unlicensed  soft- 
ware. Luckily,  we  hadn't  bought  any  gum.  ■ 
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TOMORROW 
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Do  it  now.  Do  it  right.  DIGEX  specializes  in  high-end,  mission 
critical  web  site  management  for  those  businesses  that  are 
serious  about  harnessing  the  power  of  the  Internet.  We  have  the 
largest  dedicated  server  facility  in  the  world.  No  one  takes  you 
there  like  DIGEX  Business  Internet.  1  -  800-97-DIGEX 
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FIBER  KEEPS 
ITS  PROMISE 

Get  ready.  Bandwidth  will  triple  each  year  for 
the  next  25,  creating  trillions  in  new  wealth. 


Editor's  note:  Four  years  ago,  Forbes  ASAP  published  its  first 
issue  with  a  stunning  prophecy  by  contributing  editor  George 
Gilder.  Fiber  optics,  said  George,  had  the  potential  to  carry  25 
trillion  bits  per  second  down  a  single  strand.  This  represented 
a  ten-thousandfold  leap  in  carrying  capacity  over  the  2.5  billion 
bits  "barrier"  long  assumed  by  most  experts  in  the  field.  What 
did  George  see  that  others  had  missed?  One,  a  little-recognized 
(at  the  time)  breakthrough  called  an  erbium-doped  amplifier, 
which  keeps  optical  signals  pure  and 
strong  over  long  distances.  The  other 
was  a  deep  technical  shift,  with  roots 
in  the  1940s-era  work  of  information 
theory  pioneer  Claude  Shannon.  If  you  believed  Shannon,  his  logic 
dictated  a  new  messaging  scheme  called  wave  division  multi- 
plexing. Though  scorned  by  the  experts  four  years  ago,  WDM 
now  is  emerging  as  the  winner  George  had  prophesied. 

The  real  winners  will  be  all  of  us,  as  the  coming  world  of 
cheap,  unlimited  bandwidth  unfolds  and  at  last  fulfills  the  true 
potential  of  the  information  age.  Here  is  George  with  an  update. 

Imagine  that  in  1975  you  knew  that  Moore's  law — the  Intel 
chairman's  projection  of  the  doubling  of  the  number  of  tran- 
sistors on  a  microchip  every  18  months — would  hold  for  the 
rest  of  your  lifetime.  What  if  you  knew  that  these  transistors 
would  run  cooler,  faster,  better,  and  cheaper  as  they  got  smaller 
and  were  crammed  more  closely  together?  Suppose  you  knew 
the  law  of  the  microcosm:  that  the  cost-effectiveness  of  any 
number  of  "n"  transistors  on  a  single  silicon  sliver  would  rise 
by  the  square  of  the  increase  in  "n." 

As  an  investor  knowing  this  Moore's  law  trajectory,  you 
would  have  been  able  to  predict  and  exploit  a  long  series  of 
developments:  the  emergence  of  the  PC;  its  dominance  over 
all  other  computer  form  factors;  the  success  of  companies  mak- 
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ing  chips,  disk  drives,  peripherals,  and  software  for  this 
machine.  With  a  slight  effort  of  intellect,  you  could  have 
extended  the  insight  and  prophesied  the  digitization  of  watches, 
records  (CDs),  cellular  phones,  cameras,  TVs,  broadcast  satel- 
lites, and  other  devices  that  can  use  miniaturized  computer 
power.  If  you  did  not  know  precisely  when  each  of  these 
benisons  would  flourish,  you  would  have  known  that  each  one 
was  essentially  inevitable.  To  calculate  approximate  dates,  you 
had  only  to  guess  the  product's  opti- 
mal price  of  popularization  and  then 
match  its  need  for  mips  (millions  of 
instructions  per  second)  of  computer 
power  with  the  cost  of  those  mips  as  defined  by  Moore's  law. 

Merely  by  using  this  technique  of  Moore's  law  matching — 
and  holding  to  it  with  unshakable  conviction  for  nearly  20 
years — I  became  known  as  a  "futurist."  Today  I  await  the  death 
of  television,  telephony,  VCRs,  and  analog  cameras  with  utter 
confidence  as  Moore's  law  unfolds.  You  can  tell  me  about  the 
98%  penetration  of  TVs  in  American  homes,  the  continuing 
popularity  of  couch-potato  entertainments,  the  effectiveness 
of  broadcast  advertising,  and  the  profound  and  unbridgeable 
chasm  between  the  office  appliance  and  the  living-room  tube. 
But  I  will  pay  no  attention.  Just  you  wait — Jack  Welch,  Ted 
Turner,  Rupert  Murdoch,  John  Malone,  and  David  Jennings — 
the  TV  will  die  and  you  may  be  too  late  for  the  Net. 

It  is  now  1997,  and  a  stream  of  dramatic  events  certifies 
that  another  law,  as  powerful  and  fateful  and  inexorable  as 
Moore's,  is  gaining  a  similar  sway  over  the  future  of  technol- 
ogy. It  is  what  I  have  termed  the  law  of  the  telecosm. 

Its  physical  base  lies  in  the  same  quantum  realm  of  eigen- 
states  and  band  gaps  that  governs  the  performance  of  tran- 
sistors and  also  makes  photons  leap  and  lase.  But  the  telecosm 
reaches  beyond  components  to  systems,  combining  the  science 
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^%2|  J  of  the  electromagnetic  spectrum  with 

Claude  Shannon's  information  theory.  In 
essence,  as  frequencies  rise  and  wavelengths  drop,  digital  per- 
formance improves  exponentially.  Bandwidth  rises,  power 
usage  sinks,  antenna  size  shrinks,  interference  collapses,  error 
rates  plummet. 

The  law  of  the  telecosm  ordains  that  the  total  bandwidth 
of  communications  systems  will  triple  every  year  for  the  next 
25  years.  As  communicators  move  up-spectrum,  they  can 
use  bandwidth  as  a  substitute  for  power,  memory,  and  switch- 
ing. This  results  in  far  cheaper  and  more  efficient  systems. 
In  1996,  the  new  fiber  paradigm  emerged  in  full  force.  Paral- 
lel communications  in  all-optical  networks  became  the  dom- 
inant source  of  new  bandwidth  in  telecom.  Like  Moore's  law, 
the  law  of  the  telecosm  will  reshape  the  entire  world  of  infor- 
mation technology.  It  defines  the  direc- 
tion of  technological  advance,  the  vectors 
of  growth,  the  sweet  spots  for  finance. 


AMERICA'S  DARK  SECRET 

For  more  than  a  decade,  American 
companies  have  been  laying  optical  fiber 
strands  at  a  pace  of  some  4,000  miles  a 
day,  for  a  total  of  more  than  25  million 
strand  miles.  Five  years  ago,  the  top  10% 
of  U.S.  homes  and  businesses  were,  on 
average,  a  thousand  households  away 
from  a  fiber  node;  now  they  are  a  hun- 
dred households  away. 

However,  the  imperial  advance  of  this 
technology  conceals  a  dark  secret,  which  has  led  to  a  perva- 
sive underestimation  of  the  long-term  impact  of  photonics. 
Sixty  percent  of  the  fiber  remains  "dark"  (unused  for  com- 
munications) and  even  the  leading-edge  "lit"  fiber  is  being  used 
at  less  than  one  ten-thousandth  of  its  intrinsic  capacity.  This 
problem  has  prompted  leaders  in  the  industry,  from  Bill  Gates 
and  Andy  Grove  to  Bob  Metcalfe  and  Mitch  Kapor,  to  under- 
rate drastically  the  impact  of  fiber  optics. 

Restricting  the  speed  and  cost-effectiveness  of  fiber  has 
been  an  electronic  bottleneck  and  a  regulatory  noose.  In  order 
for  the  signal  to  be  amplified,  regenerated,  or  switched,  the 
light  pulses  had  to  be  transformed  into  electronic  pulses  by 
optoelectronic  converters.  For  all  the  talk  of  the  speed  of  light, 
fiber-optic  systems  therefore  could  pass  bits  no  faster  than  the 
switching  speed  of  transistors,  which  tops  out  at  a  cycle  time 
of  between  2.5  and  10  gigahertz.  Meanwhile,  telecom  com- 
panies could  not  deploy  new  low-cost  fiber  products  any  faster 
than  the  switching  speed  of  politicians  and  regulators,  which 
tops  out  roughly  at  a  cycle  time  of  between  2.5  years  and  a  rate 
of  evolution  measurable  only  by  means  of  carbon  14. 

Nonetheless,  the  intrinsic  capacity  of  every  fiber  line  is  not 
2.5  gigahertz.  Nor  is  it  even  25  gigahertz,  which  is  roughly  the 
capacity  of  all  the  frequencies  commonly  used  in  the  air,  from 
AM  radio  to  kA  band  satellite.  The  intrinsic  capacity  of  every 
fiber  thread,  as  thin  as  a  human  hair,  is  at  the  least  one  thou- 
sand times  the  capacity  of  v%..  ;  we  call  the  "air."  One  thread 
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could  carry  all  the  calls  in  America  on  the  peak  moment  of 
Mother's  Day.  One  fiber  thread  could  carry  25  times  more  bits 
than  last  year's  average  traffic  load  of  all  the  world's  commu- 
nications networks  put  together:  an  estimated  terabit  (tril- 
lion bits)  a  second. 

Over  the  last  five  years,  technological  breakthroughs  and 
legislative  loopholes  have  begun  to  open  up  this  immense 
capacity  to  possible  use.  Following  concepts  pioneered  and 
patented  by  David  Payne  at  the  University  of  Southampton  in 
England,  a  Bell  Laboratories  group  led  by  Emmanuel  Desurvire 
and  Randy  Giles  developed  a  workable  all-optical  device.  Tl^ 
showed  that  a  short  stretch  of  fiber  doped  with  erbium,  a  rare 
earth  mineral,  and  excited  by  a  cheap  laser  diode  can  function 
as  a  powerful  amplifier  over  fully  4,500  gigahertz  of  the  25,000 
gigahertz  span.  Introduced  by  Pirelli  of  Italy  and  popular- 
ized by  Ciena  Corporation  of  Savage, 
Maryland,  and  by  Lucent  and  Alcatel, 
today  such  photonic  amplifiers  are  a  prac- 
tical reality.  Put  in  packages  between  two 
and  three  cubic  inches  in  size,  the  erbium- 
doped  fiber  amplifiers  (EDFAs)  fit  any- 
where in  an  optical  network  for  enhancing 
signals  without  electronics. 

This  invention  overcame  the  most  fun- 
damental disadvantage  of  optical  networks 
compared  to  electronic  networks.  You  can 
tap  into  an  electronic  network  as  often  as 
desired  without  eroding  the  voltage  signal. 
Although  resistance  and  capacitance  will 
leach  away  the  current,  there  are  no  split- 
ting losses  in  a  voltage  divider.  Photonic  signals,  by  contrast, 
suffer  splitting  losses  every  time  they  are  tapped;  they  lose 
photons  until  eventually  there  are  none  left.  The  cheap  and 
compact  all-optical  amplifier  solves  this  problem.  It  is  an  inven- 
tion comparable  in  importance  to  the  integrated  circuit. 

Just  as  the  integrated  circuit  made  it  possible  to  put  an  entire 
computer  system  on  a  single  sliver  of  silicon,  the  all-optical 
amplifier  makes  it  possible  to  put  an  entire  system  on  a  seam- 
less seine  of  silica — glass.  Unleashing  the  law  of  the  telecosm,  it 
makes  possible  a  new  global  economy  of  bandwidth  abundance. 

Five  years  ago  when  I  first  celebrated  the  radical  implica- 
tions of  erbium-doped  amplifiers,  skepticism  reigned.  I  was 
summoned  to  Bellcore,  where  the  first  optical  networks  had 
been  built  and  then  abandoned,  to  learn  the  acute  limits  of  the 
technology  from  Charles  Brackett  and  his  team.  I  had  offered 
the  vision  of  a  broadband  fibersphere — a  worldwide  web  of 
glass  and  light- — where  computer  users  could  tune  into  favored 
frequencies  as  readily  as  radios  tune  into  frequencies  in  the 
atmosphere  today.  But  Brackett  and  other  Bellcore  experts  told 
me  that  my  basic  assumption  was  false.  It  was  no  simpler,  they 
said,  to  tune  into  one  of  scores  of  frequencies  on  a  fiber  than  to 
select  time  slots  in  a  time-division-multiplexed  (TDM)  bitstream. 

Indeed,  electronic  switching  technology  was  moving  faster 
than  optical  technology.  In  the  face  of  the  momentum 
and  installed  base  of  electronic  switching  and  multiplex- 
ing, the  fibersphere  with  hundreds  of  tunable  frequencies 
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would  remain  a  fantasy,  like  Ted  Nelsons  Xanadu. 

In  1997  the  fantasy  is  coming  true  around  the  world. 
Xanadu  has  become  the  World  Wide  Web.  The  erbium-doped 
tlber  amplifier  is  an  explosively  growing  $250  million  busi- 
ness. Electronic  TDM  seems  to  have  topped  out  at  2.5  gigabits 
a  second.  TDM  gear  has  suffered  a  series  of  delays  and  nag- 
ging defects  and  so  far  has  failed  in  the  market. 

Electronic  TDM  failed  not  only  because  it  pushed  the 
envelope  of  electronics  but  also  because  it  violated  the  new  para- 
digm. In  single-mode  fiber,  the  two  key  impediments  are  non- 
linearities  in  the  glass  and  chromatic  dispersion  (the  blurring 
of  bit  pulses  because  even  in  a  single  band  different  frequen- 
cies move  at  different  speeds).  Chromatic  dispersion  increases 
by  the  square  of  the  bit  rate,  and  the  impact  of  nonlinearities 
rises  with  the  power  of  the  signal.  High-powered,  high-bit- 
rate  TDM  flunked  both  telecosm  tests.  By 
contrast,  wavelength-division  multiplex- 
ing (WDM)  follows  the  laws  of  the  tele- 
cosm; it  succeeds  by  wasting  bandwidth 
and  stinting  on  power.  WDM  takes  some 
33%  more  bandwidth  per  bit  than  TDM, 
but  it  reduces  power  to  combat  nonlin- 
earity  and  divides  the  bitstream  into  mul- 
tiple frequencies  in  order  to  combat  dis- 
persion. Thus  it  can  extend  the  distance 
or  increase  capacity  by  a  factor  of  four  or 
more  today  and  can  lay  the  foundations 
for  the  fibersphere  tomorrow. 

In  1996  the  new  fiber  paradigm 
emerged  in  full  force.  Parallel  communi- 
cations in  all-optical  networks,  long  depicted  as  a  broadband 
pipe  dream,  crushed  all  competitors  and  became  the  domi- 
nant source  of  new  bandwidth  in  the  world  telecom  network. 
The  year  began  with  a  trifold  explosion  at  the  Conference  on 
Optical  Fiber  Communication  in  San  Jose  when  three  com- 
panies— Lucent  Technologies'  Bell  Labs,  NTT  Labs,  and 
Fujitsu — all  announced  terabit-per-second  WDM  transmis- 
sions down  a  single  fiber.  Sprint  confirmed  the  significance  of 
the  laboratory  breakthroughs  by  announcing  deployment  of 
Ciena's  MultiWave  1600  WDM  system,  so  called  because  it  can 
increase  the  capacity  of  a  single  fiber  thread  by  1,600%. 

The  revolution  continues  in  1997.  At  the  beginning  of 
January,  NEC  declared  that  by  increasing  the  number  of  bits 
per  hertz  from  one  to  three,  it  had  raised  the  laboratory  WDM 
record  to  three  terabits  per  second.  During  1996,  MCI  had 
increased  the  speed  of  its  Internet  backbone  by  a  factor  of  25, 
from  45  megabits  a  second  to  1.2  gigabits.  On  January  6,  Fred 
Briggs,  chief  engineering  officer  at  MCI,  announced  that  his 
company  is  in  the  process  of  installing  new  WDM  equipment 
trom  Hitachi  and  Pirelli  that  increases  the  speed  of  its  phone 
network  backbone  to  40  gigabits  per  second.  Accelerating  MCI's 
previous  plans  by  some  two  years,  the  new  system  will  use  a  more 
limited  form  of  wavelength-division  multiplexing  to  put  four 
10-gigabit  in-cause  formation  streams  on  a  single  fiber  thread. 

The  first  deployment  will  use  existing  facilities  on  a  275- 
mile  route  between  Chicago  and  St.  Louis,  but  the  technol- 
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ogy  will  be  extended  to  the  entire  network.  This  move  will 
consummate  a  nearly  thousandfold  upgrade  of  the  MCI  back- 
bone, from  45  megabits  per  second  to  40  gigabits,  within  some 
36  months.  Ciena,  meanwhile,  has  announced  technology  that 
allows  transmission  of  100  gigabits  per  second. 

Its  February  IPO  was  the  most  important  since  Netscape 
(market  cap  at  the  end  of  the  first  trading  day:  $3.4  billion). 
Why?  Ciena  is  the  industry  leader  in  open  standard  WDM  gear. 
During  the  first  six  months  the  MultiWave  1600  was  available, 
through  October  1996,  the  firm  achieved  $54.8  million  in  sales 
and  $15  million  in  net  income.  (Lucent  is  believed  to  be  the 
overall  leader  with  more  than  $100  million  of  mostly  propri- 
etary AT&T  systems.)  At  the  same  time,  the  trans-Pacific  con- 
sortium announced  that  it  would  deploy  lOO-gigabit-per- 
second  fiber  in  its  new  link  between  the  United  States  and  Asia. 

A  powerful  new  player  in  these  mar- 
kets will  be  Tellabs,  currently  the  fastest- 
growing  supplier  of  electronic  digital 
cross-connect  switches  and  other  optical 
switching  gear.  In  a  further  coup,  follow- 
ing its  purchase  of  broadband  digital 
radio  pioneer  Steinbrecher,  Tellabs  has 
signed  up  all  12  principals  in  IBM's  all- 
optical  team.  Headed  by  Paul  Green, 
recent  chairman  of  the  IEEE  Communi- 
cations Society  and  author  of  the  leading 
text  on  fiber  networks,  and  by  Rajiv 
Ramaswami,  coauthor  of  a  new  1997  text 
on  the  subject,  the  IBM  group  built  the 
world's  first  fully  functioning  all-optical 
networks  (AONs),  the  Rainbow  series.  Tellabs  now  owns  the  1 1 
AON  patents  and  100  listed  technology  disclosures  of  the  group. 

The  implications  of  the  WDM  paradigm  go  beyond  simple 
data  pipes.  The  greatest  impact  of  all-optical  technology  will 
likely  come  in  consumer  markets.  A  portent  is  Artel  Video  Sys- 
tems of  Marlborough,  Massachusetts,  which  recently  intro- 
duced a  fiber-based  WDM  system  that  can  transmit  48  digital 
video  channels,  288  CD-quality  audio  bitstreams,  and  64  data 
channels  on  one  fiber  line.  Aggregating  contributions  from  a 
variety  of  content  sources  —  each  on  different  fiber  wave- 
lengths—  and  delivering  them  to  consumers  who  tune  into 
favored  frequencies  on  conventional  cable,  the  Artel  system 
represents  a  key  step  into  the  fibersphere.  It  can  be  used  for 
new  services  by  either  cable  TV  companies  or  telcos. 

The  deeper  significance  of  the  Artel  product,  however,  is 
its  use  of  bandwidth  as  a  replacement  for  transistors  and 
switches.  The  Artel  system  works  on  dark  fiber  without  com- 
pression. The  video  uses  200-megabit-per-second  bitstreams 
(compare  MPEG2  at  4  to  6  megabytes  per  second)  that  permit 
lossless  transmissions  suitable  for  medical  imaging,  and  obvi- 
ate dedicated  processing  of  compression  codes  at  the  two  ends. 

A  move  to  massively  parallel  communications  analogous 
to  the  move  to  parallel  computers,  all-optical  networks  promise 
nearly  boundless  bandwidth  in  fiber.  According  to  Ewart  Lowe 
of  British  Telecom,  whose  labs  at  Martlesham  Heath  in  Ipswich 
have  been  a  fount  of  all-optical  technology,  the  new  paradigm 
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•  I    ■  will  reduce  the  cost  of  transport  by  a  factor 

\Ji  1 1 U  W I  of  1 0.  For  example,  the  optoelectronic  ampli- 
fiers previously  used  in  fiber  networks  entailed  nine  power- 
hungry  bipolar  microchips  for  each  wavelength,  rather  than 
a  simple  loop  of  doped  silica  that  covers  scores  of  wavelengths. 

As  these  systems  move  down  through  the  network  hierar- 
chy, the  growth  of  network  bandwidth  and  cost-effectiveness 
will  not  only  outpace  Moore's  law,  it  will  also  excel  the  rise 
in  bandwidth  within  computers — their  internal  "buses"  con- 
necting their  microprocessors  to  memory  and  input-output. 

While  MCI  and  Sprint  move  to  deploy  technology  that 
functions  at  40  gigabits  a  second,  current  computers  and 
workstations  command  buses  that  run  at  a  rate  of  close  to  1 
gigabit  a  second.  This  change  in  the  relationship  between  the 
bandwidth  of  networks  and  the  bandwidth  of  computers  will 
transform  the  architecture  of  information 
technology.  As  Robert  Lucky  of  Bellcore 
puts  it,  "Perhaps  we  should  transmit  sig- 
nals thousands  of  miles  to  avoid  even  the 
simplest  processing  function." 

Lucky  implies  that  the  law  of  the  tele- 
cosm  eclipses  the  law  of  the  microcosm. 
Actually,  the  law  of  the  microcosm  makes 
distributed  computers  (smart  terminals) 
more  efficient  regardless  of  the  cost  of 
linking  them  together.  The  law  of  the 
telecosm  makes  broadband  networks 
more  efficient  regardless  of  how  numer- 
ous and  smart  are  the  terminals.  Work- 
ing together,  however,  these  two  laws 
of  wires  and  switches  impel  ever  more  widely  distributed 
information  systems,  with  processing  and  memory  in  the 
optimal  locations. 

WHAT  SHOULD  THE  MAJOR  PLAYERS  DO  NOW? 

For  the  telephone  companies,  the  age  of  ever  smarter 
terminals  mandates  the  emergence  of  ever  dumber  networks. 
Telephone  companies  may  complain  of  the  large  costs  of  the 
transformation  of  their  system,  but  they  command  capital 
budgets  as  large  as  the  total  revenues  of  the  cable  industry. 
Telcos  may  recoil  in  horror  at  the  idea  of  dark  fiber,  but  they 
command  webs  of  the  stuff  10  times  larger  than  any  other 
industry.  Dumb  and  dark  networks  may  not  fit  the  phone 
company  self-image  or  advertising  posture.  But  they  promise 
larger  markets  than  the  current  phone  company  plan  to 
choke  off  their  own  future  in  the  labyrinthine  nets  of  an  "intel- 
ligent switching  fabric"  always  behind  schedule  and  full  of 
software  bugs. 

Telephone  switches  (now  80%  software)  are  already  too 
complex  to  keep  pace  with  the  efflorescence  of  the  Internet. 
While  computers  become  ever  more  lean  and  mean,  turning 
to  reduced  instruction-set  processors  and  Java  stations,  net- 
works need  to  adopt  reduced  instruction-set  architectures.  The 
ultimate  in  dumb  and  dark  is  the  fibersphere  now  incubat- 
ing in  their  magnificent  laboratories. 

The  entrepreneurial  folk  in  the  computer  industry  may  view 


•  "The  all-optical 

*  network  will  triumph 
for  the  same  reason 
that  the  integrated 
circuit  triumphed: 
It  is  incomparably 
cheaper  than  the 

competition." 


this  wrenching  phone  company  adjustment  with  some  satis- 
faction. But  computer  firms  must  also  adjust.  Now  addicted 
to  the  use  of  transistors  to  solve  the  problems  of  limited 
bandwidth,  the  computer  industry  must  use  transistors 
to  exploit  the  nearly  unlimited  bandwidth.  When  home-based 
machines  are  optimized  for  manipulating  high-resolution  dig- 
ital video  at  high  speeds,  they  will  necessarily  command  what 
are  now  called  supercomputer  powers.  This  will  mean  that  the 
dominant  computer  technology  will  first  emerge  not  in  the 
office  market  but  in  the  consumer  market.  The  major  chal- 
lenge for  the  computer  industry  is  to  change  its  focus  from  a 
few  hundred  million  offices  already  full  of  computer  tech- 
nology to  a  billion  living  rooms  now  nearly  devoid  of  it. 

Cable  companies  possess  the  advantage  of  already  own- 
ing dumb  networks  based  on  the  essentials  of  the  all-optical 
model  of  broadcast  and  select — of  cus- 
tomers seeking  wavelengths  or  frequen- 
cies rather  than  switching  circuits.  Cable 
companies  already  provide  all  the  pro- 
grams to  all  the  terminals  and  allow  them 
to  tune  in  to  the  desired  messages.  But  the 
cable  industry  cannot  become  a  full-ser- 
vice supplier  of  telecommunications 
unless  the  regulators  give  up  their  ridicu- 
lous two-wire  dream  in  which  everyone 
competes  with  cable  and  no  one  makes 
any  money.  Cash-poor  and  bandwidth- 
rich,  cable  companies  need  to  collaborate 
with  telcos — which  are  cash-rich  and 
bandwidth-poor — in  a  joint  effort  to  cre- 
ate broadband  systems  in  their  own  regions. 

In  all  eras,  companies  tend  to  prevail  by  maximizing  the 
use  of  the  cheapest  resources.  In  the  age  of  the  fibersphere, 
they  will  use  the  huge  intrinsic  bandwidth  of  fiber,  all  25,000 
gigahertz  or  more,  to  simplify  everything  else.  This  means 
replacing  nearly  all  the  hundreds  of  billions  of  dollars'  worth 
of  switches,  bridges,  routers,  converters,  codecs,  compres- 
sors, error  correctors,  and  other  devices,  together  with  the  tril- 
lions of  lines  of  software  code,  that  pervade  the  intelligent 
switching  fabric  of  both  telephone  and  computer  networks. 

The  makers  of  all  this  equipment  will  resist  mightily.  But 
there  is  no  chance  that  the  old  regime  can  prevail  by  fighting 
cheap  and  simple  optics  with  costly  and  compilex  electronics 
and  software. 

The  all-optical  network  will  triumph  for  the  same  reason 
that  the  integrated  circuit  triumphed:  It  is  incomparably 
cheaper  than  the  competition.  Today,  measured  by  the  admit- 
tedly rough  metric  of  mips  per  dollar,  a  personal  computer 
is  more  than  2,000  times  more  cost-effective  than  a  mainframe. 
Within  10  years,  the  all-optical  network  will  be  thousands  of 
times  more  cost-effective  than  electronic  networks.  Just  as  the 
electron  rules  in  computers,  the  photon  will  rule  the  waves 
of  communication.  ■ 

The  preceding  was  adapted  from  the  Gilder  Technology  Report,  February  1997. 
For  a  newsletter  subscription,  call  1-800-888-9896.  For  more  information,  email 
gtg&gildercotn. 
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VIRGINIA 

THEIR  OWN  WORST  ENEMIES 


SHOULD  CYBERSPACE  BE  FREE  TO  EVOLVE  its  own  institutions 
and  ideas  because  it  is  new  and  different  from  everything 
that  has  gone  before?  Or  should  it  be  free  because,  in  fact, 
cyberspace  is  very  much  like  the  rest  of  human  culture? 
Its  defenders  are  divided  on  these  questions.  The  loud- 
est, most  attention-getting  digerati  emphasize  the  new,  heaping 
contempt  on  the  technologies  and  industries  of  the  past. 

This  "new-newism"  has  one  short-term  political  advantage:  It 
avoids  revisiting  old  battles.  It  implicitly  concedes  the  legitimacy 
and  wisdom  in  its  time  of  every  existing  program  and 
regulation,  from  controls  on  broadcasting  to  complex 
trade  restrictions.  But  that  concession  not  only  cuts  off 
digerati  from  natural  allies,  leaving  them  to  be  carica- 
tured as  a  self-interested  elite — it's  also  untrue.  And,  in 
the  long  run,  the  old  argu- 
ments will  always  resurface, 
sometimes  in  new  packages. 
When  the  Republican  Con- 
gress rushed  to  regulate  this 
new  industry  in  the  name  of 
"families"  rather  than  "con- 
sumers" or  "the  poor,"  digerati  found  few  allies  among  business 
groups.  Considering  their  rhetoric,  it's  no  wonder. 

"Governments  of  the  Industrial  World,  you  weary  giants  of 
flesh  and  steel,  I  come  from  Cyberspace,  the  new  home  of  Mind. 
On  behalf  of  the  future,  I  ask  you  of  the  past  to  leave  us  alone," 
proclaims  Electronic  Frontier  Foundation  cofounder  John  Perry 
Barlow  in  his  A  Declaration  of  the  Independence  of  Cyberspace. 
Laws  to  censor  the  Internet,  he  says,  "would  declare  ideas  to  be 
another  industrial  product,  no  more  noble  than  pig  iron.  The 
global  conveyance  of  thought  no  longer  requires  your  factories 
to  accomplish."  This  is  silly.  Netizens  do  not  com.municate  via 
telepathy — machines  of  metal,  plastic,  silicon,  and  glass  are  very 
much  involved,  along  with  cables,  satellites,  and  various  other 
extremely  physical  manifestations  of  brainpower.  The  worldwide 
network  of  computers  depends  on  factories. 

By  his  own  admission,  Barlow  is  prone  to  the  grandiose.  But 
his  very  grandiosity  represents  a  common  attitude  among  digerati: 
Their  world  is  special,  different,  and  far  more  worthy  than  "flesh 
and  steel."  Cyberspace,  many  of  its  defenders  suggest,  is  also 
uniquely  unknown  to  the  political  leaders  who  claim  dominion 
over  it.  "We  have  a  government  by  the  clueless,  over  a  place  they've 
never  been,  using  means  they  don't  possess,"  says  Barlow. 

Quite  true,  but  hardly  unique  tc  .^-berrpace.  How  many  politi- 
cians understand  financial  markets,  hospital  administration,  or 


Digerati  will  lose  evef7  important  political 
battle  if  their  Net  obsessions  blind  them  to 
the  future's  real  war:  dynamism  vs.  stasis. 


polymer  chemistry?  Yet  in  all  these  fields,  and  countless  more, 
they  exercise  enormous  power.  There  is  nothing  special  about 
their  ignorance  of  the  Internet. 

Some  digital  opinion-shapers  do  realize  that  the  evolution 
of  cyberspace  requires  an  open  society.  Immigration  and  free 
trade  enjoy  strong — and  not  purely  self-interested  —  support 
among  digerati,  many  of  whom  also  suspect  the  Food  and  Drug 
Administration  of  hindering  new  medical  technologies.  But  when 
hysteria-based  litigation  brought  down  the  breast-implant  indus- 
try, there  was  no  outcry  from  Silicon  Valley;  the  high  tech 
push  for  civil  justice  reform  has  focused  almost  entirely 
on  shareholder  "strike  suits"  that  hurt  growth  companies. 

Wired  Ventures  devoted  much  of  its  Netizen  TV  show 
(on  which  I  was  interviewed)  to  that  most  popular  of 

political  sports — television 
bashing.  "Watching  television 
makes  people  forget  that  they 
exist,"  opined  HotWired's 
Cate  Corcoran.  New  media 
good,  old  media  bad. 

That's  a  dangerous  atti- 
tude, even  if  all  you  care  about  is  the  Net.  Electronic  Frontier 
Foundation  staff  counsel  Mike  Godwin  worries  that  attacking 
TV  as  a  medium,  as  opposed  to  criticizing  particular  content, 
"opens  the  door  to  a  parallel  negative  argument  about  the  Net." 
And,  warns  Thomas  Hazlett,  a  former  chief  economist  for  the 
Federal  Communications  Commission,  some  legal  arguments 
used  to  justify  controls  on  radio  and  TV  can  be  applied  to  the 
Internet.  Its  defenders  "have  to  take  on  a  principled  defense  of 
electronic  communication.  They're  never  going  to  be  out  of 
the  woods  on  this  until  they  extend  the  First  Amendment  into 
the  20th  century,"  says  Hazlett,  who  teaches  at  UC  Davis  (and 
writes  a  monthly  column  for  Reason).  "The  world  is  not  new 
because  it's  digital." 

As  I  suggested  in  my  February  column,  protecting  cyberspace 
could  become  the  catalyzing  issue  for  a  broader  dynamist  coali- 
tion. But  that  can  happen  only  if  digerati  begin  to  see  their  expe- 
riences as  typical  rather  than  unique,  their  dynamic  network 
as  part  of  a  world  of  many  evolving  social  and  economic  webs, 
their  cause  bound  up  with  others.  Cyberspace  is  not  the  first 
dynamic,  creative  system  that  technocrats  have  tried  to  thrust 
into  a  stasis  field;  it  is  only  the  most  recent.  ■ 


Virginia  I.  Postrel  (VPostrel@aol.com)  is  the  editor  0/ Reason  magazine.  Her  previ- 
ous Forbes  ASAP  lotumns  are  available  on  Reason's  Web  site  at  www.reasonmag.com. 
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communications 


•  SATELLITE  COMMUNICATIONS  • 

1.  COMSAT  WORLD  SYSTEMS  provides  telephony, 
data,  Internet  and  video/audio  communications 
service  between  the  U.S.  and  the  world  via  the 
INTELSAT  global  satellite  network. 


software 


•  CLIENT/SERVER  - 

2.  SAP  AMERICA,  INC.,  a  market  and  technology 
leader  in  client/server  software,  provides 
comprehensive  solutions  for  companies  of  all 
sizes.  SAP  products  empower  people  to  respond 
quickly  to  dynamic  market  conditions,  helping 
businesses  maintain  a  competitive  advantage. 

t  DATA  MIRRORING/DISASTER  RECOVERY  • 

3.  VISION  SOLUTIONS  is  the  leading  provider  of 
high  systems  availability  software  including  data 
mirroring,  horizontal  growth,  disaster  recovery, 
24  hour/7  day  fault  tolerance  and  workload 
distribution. 

•  DATABASES  « 

4.  ACXIOM  CORPORATION  provides  data  ware- 
housing, decision  support  services  and  products 
that  allow  businesses  to  make  informed  marketing, 
merchandising,  and  risk  management  decisions. 

5.  ORACLE  CORPORATION  Information  Management 
Systems. 

•  EDA  SOFTWARE  • 

6.  CADENCE  DESIGN  SYSTEMS,  INC.  provides 
comprehensive  services  and  technology  for  the 
product  development  requirements  of  the  world's 
leading  electronic  companies. 


•  ENTERPRISE  BUSINESS  APPLICATIONS  • 

7.  PEOPLESOFT  develops,  markets,  and  supports 
a  complete  suite  of  business  applications  — 
PeopleSuft  Financials,  PeopleSoft  Distribution, 
PeopleSoft  Manufacturing,  and  PeopleSoft 
HRMS  —  for  enterprise-wide  information 
management.  1-800-947-7753. 


lardware: 


♦  SEMICONDUCTORS  • 

8.  TEXAS  INSTRUMENTS  DSP  SOLUTIONS  Texas 
Instruments  Incorporated  is  one  of  the  world's 
foremost  high-technology  companies  and  the 
world  leader  in  Digital  Signal  Processing 
Solutions  for  more  than  15  years.  T|  provides 
innovative  solutions  to  more  than  20,000 
DSP  customers  worldwide  in  the  computer, 
communications,  consumer,  automotive,  military 
and  industrial  markets. 


services] 


♦  CONSULTANTS  » 

9.  BDM  INTERNATIONAL,  INC.  (Nasdaq:BDMI) 
provides  information  technology  systems  and 
solutions,  from  mainframe  migration  to  intranet 
integration,  to  government  and  the  private  sector 
worldwide. 

10.  ZENGER  MILLER  specializes  in  helping  companies 
measurably  improve  individual  and  organizational 
performance.  Zenger  Miller  works  with  more  than 
3,000  organizations  worldwide,  including  more 
than  half  the  Fortune  500. 

•  MARKETING  COMMUNICATIONS  • 

11.  HENSLEY  SEGAL  RENTSCHLER  INC.  A  marketing 
communications  firm  specializing  in  niche  markets 
and  narrowcast  media.  Named  Advertising  Age's 
Business  Marketing  "Agency  of  the  Year"  in  part 
for  its  innovative  work  in  Internet  marketing. 

•  ON-LINE  SERVICES  ^ 

12.  CHARLES  SCHWAB  &  CO.,  INC.:  e.Schwab 
1-800-eSCHWAB. 

13.  E*TRADE  SECURITIES,  INC.  Take  charge  of 
your  investments  with  one  of  the  leading  online 
brokerages.  Get  valuable  news,  price  charts 


and  company  research  free  -  24  hours  a  day.  Pius, 
trade  for  as  little  as  $14.95  per  listed  market  order. 
Visit  our  Web  site  and  get  empowered  with  E*TRADE 
today!  Our  phone  number  is  1-800-STOCKS-3.  The 
web  address  is:  www.etrade.com. 

•  STOCKBROKERAGE  * 

14.  OLDE  DISCOUNT  STOCKBROKERS  Capitalize  on 
commission  savings  with  professional  investment 
advice  from  OLDE,  America's  full  service  discount 
broker.  Call  1-800-USA-OLDE.  Member  SIPC. 

•  TRAINING  • 

15.  PROSOFT  is  the  first  and  only  training  compa- 
ny focused  exclusively  on  the  task  of  helping 
businesses  to  unlock  the  potential  of  the  new 
Internet  technologies. 


Other 


16.  TSMC  is  the  world's  largest  and  fastest  growing 
dedicated  semiconductor  foundry.  Headquartered 
in  Taiwan,  TSMC  offers  processes  that  focus  on 
advanced  logic,  mixed  signal  and  a  wide  array  of 
memory  devices. 

•  EDUCATION  • 

17.  UNIVERSITY  OF  PHOENIX  ONLINE  CAMPUS 

The  Online  Campus  meets  the  needs  of  working 
professionals  through  the  unparalleled  convenience 
of  accredited  graduate  and  undergraduate  business 
and  technology  management  degrees  earned 
entirely  online.  1-800-742-4742. 

f  TAPE  STORAGE  OR  BACK-UP  • 

18.  EXABYTE  CORPORATION  tape  drives  and 
libraries  range  in  capacity  from  1.3  gigabytes 
to  3.2  terabytes.  Exabyte  product  sales,  support 
and  service  are  available  internationally.  Phone 
1-800-EXABYTE  or  1-303-442-4333. 

*  WEB  SITE  MANAGEMENT/INTERNET 
SERVICE  PROVIDER- 

19.  DIGEX,  INCORPORATED,  a  tier-one  national 
internet  carrier,  has  the  largest  dedicated  server 
facility  in  the  world,  providing  web  site  management 
to  companies  with  mission  critical  applications. 
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OWEN 

BUTTONING  UP  THE  BUSINESS 

EDWARDS 


IN  THE  INTEREST  OF  FULL  DISCLOSURE,  I  will  mention  up  front 
that  in  another  incarnation  at  another  magazine  I  write 
about  classic  elements  of  men's  style.  So  I  tend  to  be  biased, 
perhaps  to  an  annoying  degree,  in  favor  of  that  endangered 
species,  the  well-turned-out  male.  In  the  past,  I've  been  ready 
to  forgive  even  those  accused  of  high  crimes,  from  Glaus  von 
Bulow  to  John  Gotti,  as  long  as  they  avoided  the  misdemeanors 
of  bad  taste  or  cheap  tailoring. 

Having  confessed  this  prejudice,  let  me  lodge  my  biennial 
complaint  about  the  slothful  ways  of  the  bright  young 
things  in  the  information  technology  business.  I'll 
start  with  a  tale  of  two  workplaces.  The  first  is  a 
major  software  company,  one  of  the  most  suc- 
cessful in  the  industry.  It  doesn't  matter  which 
company,  since  its  culture  is  a  carbon  copy 
(remember  those?)  of  those  of  its  com- 
petitors. At  around  noon  in  the  com- 
pany restaurant  every  day,  two  dis- 
tinct classes  of  workers  show  up  for 
lunch,  sharply  divided  along  stylis- 
tic lines.  The  first  group  looks  nor- 
mal, by  professional  standards  of 
dress  that  have  prevailed  (with  vari- 
ations) for  the  better  part  of  this  cen- 
tury, the  men  in  jackets  and  ties,  the 
women  in  Ann  Taylor-style  suits  or 
dresses.  These  are  marketing  and  salespeople,  or  management. 

The  other  group  is  made  up  of  young  women  and  men  who 
look  like  college  kids  pulling  all-nighters  during  finals 
at  one  of  those  liberal  arts  colleges  where  looking  good  is 
notably  bad  form.  These  are,  of  course,  the  programmers,  a 
motley  crew  that  is,  ironically,  the  creme  de  la  creme  of  the 
company,  a  well-paid  aristocracy  perversely  affecting  the  look 
of  migrant  farmworkers. 

The  second  workplace  is  a  major  investment  bank  in  San 
Francisco,  a  smart  money  player  known  for  funding  startups  that 
turn  into  companies  like  that  big  software  company  where  "high 
bandwidth"  employees  are  eating  personal  pizzas  in  their  pj's. 
There  are  no  programmers  here,  naturally,  but  the  hundreds  of 
staffers  who  work  the  phones  and  crunch  the  numbers  have 
working  lives  not  much  different  from  the  people  who  write  the 
codes.  They  spend  long  hours  staring  at  computer  screens,  they 
work  phenomenally  hard,  and  their  doggedness  and  creativity 
shape  the  future. 

The  most  obvious  difference  between  the  two  workplaces  is 


"It's  time  to  start  looking  the  part  of  knowledge 
workers,'  not  espresso  wranglers  in  a  Seattle  cafe. 


that  at  the  investment  bank  there  are  no  stylistic  cues  separat- 
ing one  group  from  another — analysts  from  salespeople,  part- 
ners from  peons.  All  the  men  wear  ties,  all  the  women  wear 
silk  blouses,  sweaters,  or  some  feminine  equivalent  of  the  busi- 
ness suit  (yes,  gentlemen,  women  do  get  to  have  more  fun  with 
their  wardrobes). 

Very  few  outsiders  who  deal  with  the  bank  ever  see  these 
employees;  like  the  software  company's  programmers,  they  are 
an  invisible  source  of  power,  similar  to  the  engines  of  an  ocean 
liner.  Hidden  away  behind  their  com- 
puters, they  could,  it  would  seem, 
go  the  same  slovenly  route  as  their 
nerdy  counterparts  in  Silicon  Valley.  But 
they  don't,  and  if  they  tried  to  come 
to  work  with  skanky  flannel  shirts  hang- 
ing out  over  rumpled  Dockers,  they 
wouldn't  last  the  day  at  the  firm. 

Why  this  disparity  between  one 
workplace  and  another?  To  some 
extent,  it's  a  question  of  maturity. 
Banking  is  an  old  business,  an 
ancient  one,  in  fact,  with  deeply 
embedded  traditions  of  dress. 
Bankers  know  that  the  illusion  of 
security  is  important,  and  that  some- 
one wearing  ripped  jeans  and  a 
Metallica  T-shirt  is  less  than  reassuring. 

But  why  do  people  dress  up  at  investment  banks  when  their 
only  contact  with  customers  is  telephonic?  Because,  they  (and 
I)  are  convinced,  putting  on  the  uniform  is,  in  part,  an  act  of 
mental  adjustment,  and  a  sensitized  customer — a  person  asked 
to  put  up  money,  for  instance — can  hear  a  necktie  or  a  strand 
of  pearls  through  the  phone  lines.  Respect  for  money  is  part 
of  the  requirement  for  the  job,  and  dressing  appropriately 
demonstrates  that  respect.  But  you  don't  have  to  be  a  banker  or 
stockbroker  to  understand  this.  The  writer  John  Cheever  used 
to  put  on  a  jacket  and  tie  just  to  go  to  work  in  his  backyard 
studio,  as  a  sign,  I  suspect,  that  he  was  at  work,  and  for  him, 
words  were  currency.  The  point  is  not  that  every  working  per- 
son should  put  on  a  jacket  and  tie  or  a  Ghanel  suit,  but  simply 
that  workers  should  share  Gheever's  sense  of  owing  his  work  a 
visual  sign  of  respect. 

Not  too  long  ago,  I  had  occasion  to  visit  the  plant  in 
Stuttgart,  Germany,  where  Porsche  automobiles  are  produced. 
The  place  is  a  light-filled  dream  facility,  one  of  those 
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Pf%14f  A  llt^O  eat-off-the-floor  factories  that  are  deeply 
Cl^ffl^lml/v  reassuring  to  a  visitor  about  the  inner 
beauty  of  the  gloriously  fast  machines  that  come  off  the  assem- 
bly line. 

Like  Silicon  Valley  programmers,  the  men  and  women  who 
put  together  the  911s  and  Boxsters  currently  so  beloved  by 
high-end  car  buffs  are  also  the  creme  de  la  creme  of  their  field, 
true  blue-collar  blue-bloods.  Their  jobs  are  coveted,  their  abil- 
ities are  recognized,  and  their  morale,  from  what  I  could  see, 
is  high.  It's  no  surprise,  then,  that  they  don't  show  up  for  work 
dressed  for  a  weekend  wallow  at  home  watching  reruns  of  Stern 
Fahrt  (aka  Raumschijf  Enterprise).  Instead,  they  wear  blue  cov- 
eralls, unstained  and  unripped,  an  outfit  that  implies  both 
respect  for  their  part  in  the  process  of  hand-building  fme  auto- 
mobiles and  a  solid  Swabian  seriousness  of  purpose.  No  sag- 
ging khakis  or  T-shirts  that  say  "Kiss  Me,  I'm  Teutonic!"  Homer 
Simpson  doesn't  work  here,  and  needn't  apply. 

I  happen  to  live  near  the  police  academy  of  my  home  city 
(a  town  so  obsessed  with  the  idea  of  individualism  that  it's 
become  a  mecca  of  colorful  conformity).  Passing  by  the  acad- 
emy parking  lot  recently,  I  watched  a  female  drill  instructor 
haranguing  a  platoon  of  uniformed  recruits  about  their  sloppy 
marching. 

"Have  some  pride,  people!"  she  shouted  sternly.  What  was 
wrong  with  this  picture?  The  drill  instructor's  uniform  of  the 
day  consisted  of  faded  blue  jeans,  beat-up  running  shoes,  a  base- 
ball cap  worn  backward,  and  a  gray  sweatshirt  that  hadn't  seen 
the  inside  of  a  washing  machine  for  more  than  a  few  wearings. 
Where,  I  wondered,  is  her  pride? 

Information  technology  is  arguably  the  most  important  indus- 
try in  the  United  States  today,  the  flag  bearer  in  our  drive  to 
maintain  dominance  in  global  economic  competition.  For  all 
of  it's  innovation  and  excitement,  it's  not  an  industry  that  works 
out  of  a  garage  anymore,  and  the  time  has  come  for  those  who 
are  at  its  heart  to  start  looking  the  part  of  "knowledge  workers," 
not  espresso  wranglers  in  a  Seattle  cafe.  Software  is  money  in 
today's  world;  these  people  hold  our  fortunes  in  their  hands. 
Enough,  already,  with  feckless  grunge — a  grown-up  business 
deserves  a  grown-up  look. 

The  tradition  of  the  funky,  fashion-free  programmers  is  a 
form  of  elitism,  and  there's  nothing  wrong  with  elitism.  I'm  not 
suggesting  mandatory  European  tailoring  for  a  bunch  of  kids 
who  think  Armani  is  a  branch  of  the  Italian  military  (though 
some  of  those  junk-food-fed  bodies  could  use  well-draped  cam- 
ouflage). But  if  separating  themselves  from  others  is  what  this  is 
all  about,  how  about  issuing  the  code-writing  corps  with  those 
red  suspenders  that  must  still  be  in  the  dresser  drawers  of  count- 
less stockbrokers.  Maybe  a  few  entry-level  classes  on  what  con- 
stitutes good  form  would  help  (yes,  for  a  fashionable  fee,  I'm 
available).  Once  upon  a  time,  sloth  and  pride  were  deadly  sins. 
Surely,  a  special  circle  of  hell  must  be  reserved  for  those  who  feel 
pride  about  sloth. 

One  way  or  another,  a  couple  of  decades  into  the  rise  of  infor- 
mation age  powerhouses,  at  a  time  when  even  our  funky  pharaoh 
Bill  Gates  is  having  suits  tailor-made,  CEOs  may  have  to  face  the 
daunting  task  of  bringing  back  some  form  of  the  long-derided 
dress  code.  ■ 


nPTPnQ  100-4  "Branding"  applies  to  very  wee  firms. 
■  C I CK9  Listen  up:  This,  for  me,  is  LESSON  NUMBER  1 
from  1996.  Think  branding  and  you  think  DISNEY... 
NIKE... INTEL  INSIDE.  Fine!  No  problem  with  that.  But  brand- 
ing— developing  a  global  reputation/aura — is  available  to  the 
tiniest  enterprise.  In  our  case,  we're  in  a  giant  industry  that  is 
insanely  underbranded! 

We  have  worked  like  hell. ..with  a  modicum  of  success. ..to 
stand  (way)  out  from  the  crowd.  It  doesn't  come  free.  That's  for 
sure!  But  it  is  (very)  possible... and  (very)  important. 
Act  big  from  the  get-go.  "There's  no  excuse  for  an  order  being 
shipped  late." "One  strike  and  you're  out. ..with  the  big  retailers." 
That's  what  we  were  told  at  the  start.  And  we  paid  attention.  A 
LOT  OF  ATTENTION.  That  is. ..we  played  the  game  as  if  we 
were  real.  (Long  before  we  were.)  We  gave,  to  the  best  of  our  abil- 
ity (and  then  some),  extraordinary  customer  service.  We  worked 
at  becoming  a  "presence"  at  the  very  start.  (And,  mostly,  pulled 
it  off.) 

You  must  have  someone  with  an  unquenchable  passion  for  sys- 
tems and  numbers.  In  my  first  report  from  the  trenches  on  "The 
Year  of  the  Startup,"  I  said  that  infrastructure  was  important. 
True.  And  we  have  worked  at  it.  Hard.  But  I  still  underestimated 
one  element:  It's  just  as  important  that  the  chief  systems-and- 
numbers  person  be  as  passionate/precise  about  her/his  thing 
as  the  designer  is  about  her/his  thing.  A  PASSION  FOR  SYSTEMS/ 
NUMBERS:  I'm  now  a  (very)  true  believer!  (And  we've  mostly 
fixed  the  problem... for  now.) 

Ready.  Fire!  Aim.  Just  Do  It!  Improvisation.  I  said  it  was  impor- 
tant when  we  started.  It's  still  important.  Systems  have  got  to 
be  good.  (Or... praise  be. ..great.)  A  numbers  lover  must  be  on 
board.  (See  above.)  Branding  is  critical.  But... DON'T  JUST 
STAND  THERE. 

DO  SOMETHING/SOMETHING  ELSE...N-0-W!  That 
is/was/will  be  the  ticket. 

All  decisions  are  readily  second-guessable.  You  must  learn  from 
your  mistakes/Second-guessing  will  kill  you/Life  =  Paradox. 
There  is ...  simply...  no  such  thing  as  a  "correct"  decision.  Life 
(startup  life)  is  far  too  complicated  for  that.  So  every  decision 
can  easily...  and  endlessly...  be  second-guessed. 
And? 

On  the  one  hand,  you  must  learn  from  your  mistakes.  If  you 
can't  "do  it  right  the  first  time"  (a  snare  and  a  dangerous 
delusion)  ...well,  try  to  do  it  right  about  the  fifth  time.  While 
learning  is  imperative,  second-guessing  is  bloody  disastrous!  You 
can  turn  crude  and  cruel,  get  (and  keep)  a  bad  attitude,  if  you 
second-guess  yourself  and  your  overworked  peers  too  much. 
(Besides,  cause-and-effect  chains  are  much  too  complicated  to 
sort  out. ..so  second-guessing  doesn't  do  a  hell  of  a  lot  of 
good. ..which  is  to  say  that  "learning"  is  a  highly  overrated  activ- 
ity... because  we  "never"  learn. ..more  or  less.  Emphasis 
on  "more.") 

That  is... LIFE  =  PARADOX.  You  must  learn  from  mistakes. 
And  second-guessing  will  kill  you.  Go  figure. 

That's  all  folks  (for  now).  Stay  tuned  for  (1)  new  mistakes,  (2) 
old  mistakes  repeated,  (3)  new  lessons  learned,  (4)  old  lessons 
learned  that  are  (far)  better  forgotten. 

Cheers.  And  may  The  Force  Be  With  Me.  ■ 
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THRASHED  BY  THE  REAL  WORLD 

PETERS 


AS  PROMISED... MY  OCCASIONAL  REPORTS  from  the  trcnches 
on  the  joys  and  perils  of  Startup  Land.  It's  now  been  a 
year  and  four  months.  Our  market  recognition  level  (per 
Bj^^  plan!)  is  high.  So  are  our  losses!  And  have  I  learned 

anything?  You  be  the  judge: 
Startups  are  a  bitch.  No  matter  how  you  play  it,  no  matter  how 
exhilarating  it  is,  no  matter  how  high  the  highs  are  (and  we've 
had  more  than  our  share  for  a  first-year  company)  ...startups  are 
draining.  You  have  really  shitty  days.  Shitty  weeks.  Sometimes 
a  shitty  month... or  two.  And  there  are  always  200  more 
"to  do's."  Catch  up?  Ha!  You  must  have  incredible  men- 
tal toughness  to  survive  it,  let  alone  thrive  on  it.  If 
you  can't  deal  with  a  (long)  string  of  bad  days... 
don't  touch  a  startup... OF  ANY  KIND. 
Business  is  (V-E-R-Y)  com- 
plicated. K.I.S.S.  Keep  It 
Simple,  Stupid!  That's  a 
motto  I've  long  admired. 
And  I  do  believe  in  simplifi- 
cation. "Business  ain't  that 
complicated,"  some  say.  (I 

think  I've  said  it  in  the  past.)  Well. ..BULL!!  Stay  focused?  I'm 
all  for  it!  Have  no  more  than  one  or  two  key  indicators  you  track 
on  a  daily  basis?  I'm  all  for  it!  And  so  on. 

Nonetheless,  there's  a  lot  to  business.  A  lot  of  math.  A  lot  of 
people  issues.  A  lot  of  psychology.  Every  damn  thing  has  18,000 
causes  and  19,500  effects. ..and  very  few  of  them  have  to  do  with 
what  you  planned.  You  do  your  best.  You  improvise.  You  try  to 
keep  your  eye  on  some  ball. ..at  least  for  a  while...  until  you  have 
to  change  balls. ..or  courts... or  games.  But  don't  ever  believe  that 
there's  anything  simple  about  business.  Business  =  Life.  Life?  I'm 
still  waiting  for  my  first  "simple"  day...  "summertime  and  the  liv- 
ing is  easy."  (Hey,  could  happen. ..I'm  only  54.) 
Your  "it"  must  be  fabulous.  There's  no  doubt  about  it.  Your  ser- 
vice/product has  got  to  be,  to  quote  Steve  Jobs... INSANELY 
GREAT.  And  if  you  can't  pass  that  hurdle...  at  least  a  "real  stand- 
out"... then  forget  it.  First  things  first.  Wliat's  the  first  (BIG)  thing? 
Your  "it." 

A  fabulous  "it"  ain't  nearly  enough.  A  fabulous  "it"  COMES 
FIRST!!  (See  above.)  But  is  that  the  end  of  the  story?  No!  It's  only 
the  (very)  beginning  of  the  story.  The  systems  have  got 
to  be  good/great.  The  marketing  has  got  to  be  good/great. 
The  selling's  got  to  be  good/great.  The  distribution's  got  to 
be  good/great.  The  quality's  got  to  be  good/great.  Etc.,  etc., 
ad  nauseam. 


"Startups  are  a  bitch.  You  must 
have  incredible  mental  toughness  to  survive- 
let  alone  thrive." 


"People  problems"  start  with  Employee  Number  2.  "People 
problems?"  As  soon  as  there's  a  second  person  involved.. .a  dis- 
tributor, an  agent,  a  vendor,  a  spouse,  a  subcontractor,  and/or, 
heaven  help  you.  Employee  Number  2. ..then  the  people  prob- 
lems begin.  In  spades.  General  Motors  ain't  got  nothin'  on  you. 
That  is,  time... LOTS  OF  IT... has  to  be  spent  on  "people  stuff" 
from  the  start.  PERIOD. 

Communication  always  sucks.  It's  very  simple:  IT'S  THE 
HUMAN  CONDITION.  There  is  always... LOTS  OF... "commu- 
nication distortion."  I.e.,  nobody  knows  what's  going  on; 
everybody  has  a  different  story.  No  "fact"  will  stay 
put... for  more  than  a  nanosecond. ..if  that. 

Communication,  "they"  say,  is  what  separates  us 
from  the  apes.  Well... I  don't  know  about  the  apes, 

but  to  make  communication 
even  halfway  decent,  even 
half  of  the  time,  you've  got 
to  work  like  hell  at  it. ..ALL 
THE  TIME!  "Get  it  right?" 
NEVER.  EVER. 
Pick  a  channel. ..and  go 
balls  out.  We  talked  to  dozens  of  "brilliant"  advisers.  (Brilliant 
=  Wildly  Successful.)  Each  one  offered  a  proven  business  model. 
And  each  one  was  DIFFERENT.  We  hemmed.  We  hawed.  We 
changed  directions.  Then  we  picked  a  route  —  deal  exclusively 
in  wholesale  through  select  rep  networks.  We  decided... for  six 
months. ..to  go  all  out  with  this  single  channel  selection.  (And 
not  look  back.) 

I  think  it  was  the  "right"  decision.  That  is... it's  probably  not 
right.  But  we  needed  to  be  thoughtful... and  then  come  to  a  deci- 
sion...and  then  move  out... FULL  SPEED.  We  will  reassess  our 
decision  in  a  few  months. ..and  may  decide  to  go  in  a  completely 
new  direction.  But  for  now...  CHOOSE  AND  GO!  GO!  GO! 
Sell!  Sell!  Sell!  Marketing  is  good  stuff.  Sales  is  better!  At  least 
initially.  That  is,  we  are  "sales  driven"  as  I  write.  Every  breath 
we  take  is  aimed  at... 
SELL... 
SELL... 
SELL... 

Ye  shall  be  known  by  your  marketing  material.  Yeah,  market- 
ing does  have  its  place.  Especially  classy/standout  marketing  mate- 
rials. Most  marketing  materials  are  (1)  dull  and  (2)  ordinary.  We 
broke  the  bank  (or  nearly  needed  to  break  into  one)  to  fund  our 
marketing  materials  budget.  MADE  A  HELL  OF  A  DIFFER- 
ENCE. (I  think.)  P-99 
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Looking  to  manage  and  improve  your  software  infrastructure?  You're  not  alone. 

Managing  your  enterprise  used  to  be  hard.  But  it  was  an  adventure  each  day.  And  now,  you 
ha'/e  so  many  different  systems,  you  might  feel  like  you're  going  off  into  the  deep  end.  Maybe  you 
need  someone  to  dive  in  and  help  simplify  things. 

Let  PLATINUM  technology  make  the  leap  with  you.  We've  helped  over  10,000  customers 
worldwide  maximize  their  IS  service  levels  and  leverage  data  to  gain  greater  competitive 
advantage.  Our  software  automates  processes  in  even  the  most  complex  environments  to  increase 
systems  efficiency  and  availability.  So  your  managers  can  feel  free  and  invincible.  And  ready  to 
jump  in  and  deal  with  anything. 

When  you're  looking  to  simplify  things  and  stay  one  step 
ahead  of  the  competition,  keep  one  thing  in  mind.  You're  not  alone. 

technology 


mm 


There  was  a  time  when  you  felt  invincible. 
Nothing  could  stop  you  from  climbing  the  biggest  tree 
or  swimming  in  the  deepest  pond. 


Because  you  had  someone 
there  to  share  the  experience  with. 
Your  brother. 
Your  sister. 
Your  best  friend. 


Who's  there  for  you  now,  when  you  need  to 
jump  in  and  solve  your  biggest  technology  problem? 
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[  Second  Place,  Evolution  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions'"  helps  you  compete  better.  By  offering  copier 
systems  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy 
center.  And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies 
like  Oce,  Canon,  IBM,  Microsoft,  Sharp,  Ricoh  and  Compaq.  All  backed  by  a  National  Service  Guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1  -888-ASK-IKON. 


.Office  Solutions' 


Wbrk 
to  Win. 


www.IKON.com 


1 -888-ASK-IKON 


Microsoft  is  a  registered  trademark  of  Microsoft  in  the  U.S.  and  other  countries.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  Compaq  is 
a  registered  trademark  of  Compaq  Computer  Corporation,  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 
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Yep,  a  literate  economist 

There  is  no  SHORTAGji  of  econo- 
mists in  our  country  and,  if  any- 
thing, there  are  too  many  people 
who  call  themselves  writers.  Unfor- 
tunately these  two  great  sufficiencies 
have  not  produced  many  economists 
who  can  write.  But  our  Susan  Lee  is 
special.  Her  Ph.D.  in  economic  his- 
tory from  Columbia  University 
notwithstanding,  she  can  pattern 
words  and  sentences  into  a  jargon - 
free  authoritative  argument. 

It  shows  in  "The  global  hand," 
Lee's  account  of  what  could  be  the 
defining  topic  of  this  end-of-centu-     Susan  Lee 
ry:  How  do  we  create  a  social  and  ■■■■ 
political  framework  compatible  with 

microchip  technolog)'.*  How  do  we  make  sure  that  science  advances 
rather  than  harms  the  human  race? 

But  this  isn't  an  article  about  technology.  It  is  about  how  rela- 
tively unfettered  exchanges  of  people,  money  and  goods  lead  to 
temporary  increases  in  income  inequality.  Lee  explains:  "Like 
everyone  else,  I  could  see  that  some  people's  incomes  were  rising 
faster  than  others.  The  media  seem  to  think  this  is  a  bad  thing.  Is 
it,  though?  I  decided  to  look  at  history  and  find  out  if  something 
like  this  had  happened  before." 

Lee  did.  Her  discovery  is  at  odds  with  almost  everything  else 
written  about  the  inequality  phenomenon.  Convincingly  different. 
See  page  85. 

It's  approprl^te  that  Susan  Lee's  article  is  the  centerpiece  of  this, 
our  twenty-ninth  annual  500s  issue.  Despite  the  income  gap,  the 
economy  is  thriving,  and  technology  is  driving  the  prosperit)'.  Why? 
The  answer  is  pretty  clear:  More  than  any  other  major  country,  the 
U.S.  has  allowed  market  forces  to  exploit  the  almost  magical  tech- 
nological advances  coming  out  of  Silicon  Valley  and  elsewhere. 
Statisticians  Donald  Popp,  Ann  Anderson  and  Scott  DeCarlo  do 
their  usual  superb  job  of  gathering  and  presenting  the  definitive 
numbers  on  our  corporate  economy  in  this  time  of  sometimes  shat- 
tering change.  Starts  on  page  172. 

At  a  dinner  PARTi'  RECENTLY  a  prominent  money  manager  told 
me  he  was  a  faithfiil  reader  of  Forbes  and  added,  apologetically, 
that  he  also  subscribes  to  another  biweekly  business  magazine. 
"But  only,"  he  assured  me,  "to  read  Dan  Seligman's  column."  He 
can  now  cancel  his  subscription  to  Brand  X.  With  this  issue,  Dan 
Seligman  joins  us  as  a  contributing  writer.  You  will  find  his  first 
Forbes  effort  on  page  394.  It's  fun  reading  and  maybe,  just 
maybe,  it  will  convince  you  to  slow  down  a  bit. 
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Does  the  expression 

"better  late 

than  never" 

mean  anything  to  you? 


One  Year 
Three  Year 
Five  Year 
Ten  Year 
Life  of  Fund  am 


27.850/0 
17.550/0 
11.37% 
16.560/0 
16.5290 


Average  Annual  Total  Returns  for  Periods  Ended  December  31, 1996 


Where  have  you  been  the  last 
couple  of  years? 

Didn't  you  know  Janus 
Twenty  Fund  delivered  impressive 
returns  of  36.229o  in  1995  and 
27.850/0  in  1996? 
Maybe  you  heard  the  fund  was  closed  for  a  while,  but  it's 
been  open  over  a  year  now.  Still  generally  concentrating  in  twenty 
to  thirty  stocks  at  a  time  (hence  the  name). 

So  if  you're  looking  to  beef  up  your  portfolio  with  a  uniquely 
aggressive  growth  fund  offering  a  proven  track  record  a  decade 
long,  here's  your  chance  to  get  there.  Again. 


Call  1-800-525-8983  ext.  467 


  or  send  for  a  prospectus  containing  more  complete  information, 

including  expenses.  Past  performance  does  not  guarantee  future  results.  Please  read  all  the  materials  carefully 
before  you  invest  or  send  money.  Write  to  Janus,  RO.  Box  173375,  Denver,  CO  80217-3375.  Or  visit  our  Web  site 
at  http://wwvi/.JanusFunds.com. 


Your  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less 
at  redemption  than  at  purchase.  Total  return  includes  reinvestment  of  dividends 
and  capital  gains.  A  concentrated  portfolio  may  lead  to  greater  price  volatility. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 

FORB  467 


JANUS 


Get  there. 


rUUUW-IHKUUIiH 

EDITED  DY  DAUID  S.  FONDILLER 


President  and  Editor-in-Chief 

Steve  Forhes 

Chief  Operating  Officer 

Timothy  C.  Korues 

Chairman 

CASTAR  VV.  WEINHERtlER 
Vice  Chairman 

CHRISIOTIII  R  HORRHS 

Executive  Vice  President 

Leonard  H.  Yabton 
Publisher 

JEEEREY  M.  C:uNNINC;HAM 

Vice  President-Finance  &  Administration: 

Scott  R.  Yablon 

Vice  President-Treasurer: 

loci  B.  Rcdicr 

Vice  President-General  Counsel: 

Tcrrcncc  O'Connor 

Vice  President-Secretary: 

Scan  R  Hcgai  t)' 

Vice  President-Business  Development: 

tiicgorv  J.  Zorthian 

Vice  President-Operations: 

Scott  E.  Mastcrson 

Director  of  Circulation: 

Laurence  B.  Freeman 

Director  of  Administrative  Resources: 

Mary  Ann  Oanncr 

Director  of  Corporate  Communications: 

Bruce  H.  Rogers 

Director  of  Corporate  Press  Relations: 

Elizabeth  S.  Ames 
Director  of  Public  Affairs: 

Margaret  Kelly 

Director  of  Information  Technology: 

Daniel  R.  Henderson  Jr. 

Controller: 

Larry  Edelson-Kayne 

Director  of  Business  Development: 

Amy  Tsui  Luke 

Director  of  General  Services: 

Gary  Prasto 

Director  of  Advertising: 

William  J.  Flatley 

Director  of  International  Advertising: 

Peter  M.  Sclioft" 

Director  of  Advertising  ASAP: 

Ted  Gramkow 

Special  Projects  &  Development: 

Arnold  J.  Privcs,  Dir.  Special  Projects; 
Dulce  A.  Chicon,  Dir.  Special  Sections  Sales; 
Peter  T.  Mallov,  Dir.  Econ.  Dev., 
Miguel  Raurcll,  Electronic  Adv. 
New  York:  Russell  Cherami,  Mgr.; 
Christopher  Clark,  Assoc.  N.Y.  Mgr.; 
George  C.  Clissold,  Cons.  Adv.  Mgr.; 
Michael  McCormack,  Dir.  of  Adv.  ASAP:  East; 
Sherry  Shorten  Phillips,  Adv  Mgr,  FYI; 
Susan  D.  Toscani,  Dir.  Corporate  Programs; 
Kelly  Emery,  Rick  Johnson,  James  Patten, 
Averv  Stirratt,  Donna  Tarr,  Lmda  lx)ren 
Atlanta:  John  H.  Reock,  Mgr.; 
rimoth\  C.irnci 

Boston:  lean  Nicolas  Carter,  Mgr.; 
Lisa  M.  John 

Chicago:  William  J.  Powers  Jr,  Mgr.; 
James  W  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  Dax  id  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S.  Harris,  Adv.  Mgr.,  FYI  West 

San  Francisco:  Candacc  J.  Alexander,  Mgr. 

Corinne  Cox 

Washington,  D.C.:  Jessica  Sibley,  Mgr. 
International:  James  W.  LaCirignola, 
Dir.,  Int'l,  Adv.,  Latin  America,  Korea, 
Philippines,  Thailand;  Christian  M.  Frost 
Hong  Kong:  I'amcia  Fung,  Dir.,  Int'l.  Adv., 
Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 
Tokyo:  Hirovvo  Itovv,  Japan  Regional 
Ad\'.  Dir.;  Hiroyuki  Nakagawa, 
Japan  Adv.  Sales  Mgr. 
Marketing  Services: 

Marisa  Marks,  Dir.  Marketing  &  Promotion 

Carol  Nelson,  Dir.  Spec.  Sections  8c  Prog. 

Frank  Dolcimascolo,  Dir.  of  Research 

Advertising  Business: 

Joyce  McCracken,  Mgr.  Sales  Information, 

Diane  Ixjparnos,  Tom  Mai'low, 

Ana  Maria  Miranda,  Robin  Stein; 

Patricia  Deckclnick,  Adv.  Ser\ices  Manager; 

Thomas  O'Connor,  Cathy  Schwartz; 

John  Weinberg,  Mgr.,  Admin.  Services 

Forbes  Conference  Group: 

Francesco  C.  Leboffe,  VP/GM 

Debra  J.  Grady,  Director  of  Conference  Sales 


Quaker 
price  of 
battered 


Still  a  contender 

Forbes  was  om  iMisi  ic  last  year  that 
Snapple  could  flourish  under  -the 
wing  of  deep-pocketed  oatmeal  king 
Quaker  Oats,  which  paid  a  superrich 
$1.7  billion  for  the  beverage  compa- 
ny in  1994  (Jan.  1,  1996). 

Well,  we  were  wrong 
dumped  it  for  a  fire-sale 
$300  million.  But  the 
brand  is  not  dead,  and  its  new,  small- 
er owner  may  just  succeed  where 
giant  Quaker  flopped. 

The  new  owner  is  $841  million 
(sales)  Triarc  Cos.  Under  Michael 
Weinstein,  head  of  New  York- based 
Triarc's  beverage  group,  the  compa- 
ny has  turned  around  Mistic  Brands 
in  the  past  year,  redesigning  its  pack- 
aging and  rolling  out  a  stream  of 
new  juice  and  tea  flavors. 

The  keys  to  making  Snapple  work, 
says    Weinstein,    will  be 
restoring  the  brand's  old 
quirky   image  through 
creative     marketing — 
and   motivating  dis- 
tributors to  push  the 
products  with  inde- 
pendent, mom-and- 
pop  shops,  some- 
thing Quaker  sim- 
ply wasn't  able  to 
do.  'Tt's  a  real  art 
trying    to  manage 
those  relationships  [with  distribu- 
tors]," he  says.  "That's  what  we  do." 

"Based  on  the  price  they  paid, 
they  can  definitely  turn  it  around," 
says  beverage  consultant  Stanley 
Makadok,  president  of  Century 
Management  Consultants.  "They 
have  the  right  people,  they  under- 
stand the  business,  and  [without  the 
debt  Quaker  incurred]  they'll  be 
able  to  afford  to  build  the  brands." 


Tough  road  ahead 

Forbes  applauded  Stanley  GauJt's 
impressive  turnaround  at  $13.1  bil- 
lion (sales)  Goodyear  Tire  &  Rubber 
Co.  three  years  ago,  but  it  was  clear 
that  Gault's  successor  would  face 
some  very  tough  tests  (Feb.  14,  1994). 

That's  just  the  way  it's  been  for 
57-year-old  Samir  Gibara  since  tak- 
ing over  a  year  ago.  Goodyear's  for- 
mer chief  operating  officer  has  been 
battling  falling  tire  prices — especially 


Sam  Gibara 
The  ax  man 


in  the  U.S.  (about  4.1%) — as 
Japanese  rival  Bridgestone  ramps  up 
its  global  capacity  (Mar.  10). 

Like  Gault,  Gibara  has  gone  to  the 

  ax.  He  has  already 

f  '}  cut  the  compa- 

§  ny's  employment 
by  4,000  people 
and  recently 
announced  a  fior- 
dier  belt-tighten- 
ing: In  February 
he  sold  $90  mil- 
lion in  noncore 
assets  and  laid  off 
1,500  more  peo- 
ple, among  other 
W^^M  tilings. 

Analysts  pre- 
dict that  growth  in  tire  demand  in 
North  America,  Goodyear's  main 
market,  will  be  around  1.5%  this 
year,  compared  with  3.6%  in  1996. 
With  price  wars  flaring  in  Europe 
and  Latin  America,  the  problems 
aren't  easing. 

Yet  Gibara,  like  Gault,  is  handling 
the  situation  well. 

Goodyear's  earnings  climbed  10%, 
to  $675  million,  last  year,  excluding 
a  $572  million  fourth -quarter  write- 
down on  its  oil  pipeline.  First-quar- 
ter 1997  numbers  look  solid.  Gibara 
has  announced  a  $600  million  stock 
buyback  over  three  years,  which 
should  keep  per-share  earnings  up 
even  if  net  profits  slip  a  bit.  Don't 
expect  him  to  put  the  ax  away  any- 
time soon. 

-Shailaja  Neelakantan 
Prescient  prognosis 

"Japanese  hdt\'  will  be  obsolete  by 
the  time  it  triumphs."  That's  what 
George  Gilder  w  rote  in  Forbes  eight 
years  ago,  repudiating  the  then- 
dominant  view  that  America  was  los- 
ing the  race  for  high-definition  tele- 
vis^ion  (Feb.  20,  1989). 

Bull's-eye.  Last  month  the  Japanese 
government  said  it  now  intends  to 
transmit  digital  signals  rather  than 
analog  from  its  new  satellite.  Thus 
ends  its  30-year-old  effort  to  develop 
an  analog  version  of  HDTV. 

Once  again  government-set  indus- 
trial policy  has  failed.  The  French 
and  Dutch  gave  up  their  $5  billion 
fight  three  years  ago  (July  19,  1993). 
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Are  all  your  talents  working  in  concert? 


An  impressive  range  of  skills 
can  be  found  in  almost  every 
organization.  The  challenge,  of 
course,  is  getting  them  to  per- 
form harmoniously. 

Andersen  Consulting  works 
to  help  synchronize  all  of  your 

Visit  our  web  site  at  http://www.ac.com. 


vital  components:  strategy, 
technology,  process  and  people. 

With  vast  experience  in  each 
of  these  areas,  we  can  help  you 
seamlessly  blend  individual 
strengths  with  collective  goals. 
Because  these  days,  organiza- 


tions don't  perform.  Unless  they 
perform  together. 

Andersen 
Consulting 


This  Game. 


*This 


1—1  ^  f\r\\7  On  Sea  Island, 
1  lajJjjy  find  gladness 
T„l^       at  every  turn, 
lolv^.  Inlegendarygolf 
and  tennis,  in  spa  and  sea. 
In  an  array  of  world-admired, 
Mobil  Five-Star  Cloister 
amenities.  And  in  the  spontaneous 
warmth  and  cheer  of  our  staff. 

Bright  days  brim  with  family 
programs,  new  experiences, 
marvelous  weather,  shining  spirits. 

Visit  us,  won't  you? 
Call800-SEA  ISLAnd. 
The  Cloister," 
Sea  Island, 
Georgia  31561. 


THE  CLOISTER* 


Home  rentals  and  real  estate  available. 
Outside  US,  912-638-3611. 


Bentley  Brooklands  Trophy  Edition 


Seventy-Five  Years  of  Bentley  Racing  Heritage 

Custom  Tailor  Your  Own  Personal  Lease 

Call  1-800-237-6557 

For  More  Information  and  Nearest  Authorized  Dealer 


©Rolls-Royce  Motor  Cars  Inc.  1997  The  names  "Bentley'  and  •Bentley  Brooklands"  and  ttie  badge  and  radiator  grille  are  registered  trademarks 


Yet    the  Clinton 
Administration 
seems  determined 
to  repeat  the  mis- 
take of  trying  to 
shape  the  fiiture 
by  edict.  This 
month  FCC 
Chairman  Reed 
Hundt  is  expect-  u 
ed  to  begin  giv-  ' 
ing  broadcast- 
ers free  digital 
spectrum  in 
exchange  for 
their  old  analog 
spectrum. 

This  more  or  less  assures  that  the 
fiiture  will  belong  to  today's  broad- 
casting giants.  It  would  make  more 
sense  for  the  government  to  auction 
off  the  new  spectrum  to  the  highest 
bidders  and  let  digital  TV  fight  it  out 
with  cable  companies  and  computer 
on-line  services.  Gilder's  1989  words 
are  as  true  today  as  they  were  then: 
"The  best  kind  of  industrial  policy 
[is]  for  the  government  to  get  out  of 
the  way."         -Bernaed  Condon 

Rockwell — the  remake 

Conglomerate  has  been  a  dirty  word 
on  Wall  Street  for  years,  yet  Rockwell 
International  seemed  to  be  a  rare  ex- 
ample of  different  businesses  working 
weU  togedier  (July  17,  1995). 

But  to  Wall  Street,  a  conglomerate 
is  a  conglomerate,  and  last  month 
Rockwell,  hoping  to  fijrther  improve 
the  price/earnings  valuation  on  its 
stock,  gave  in.  Following  last  year's 
$3.2  billion  sale  of  its  aerospace  and 
defense  businesses  to  Boeing, 
Rockwell  said  it  will  spin  off  its  $3.1 
billion  automotive -parts  business  into 
a  separate,  publicly  traded  company. 

With  a  virtually  debt-free  bal- 
ance sheet,  Rockwell  is  in  good 
shape-to  acquire  companies  that  fit 
with  its  remaining  electronics  and 
industrial  automation  businesses. 
And  since  last  June,  when  rumors 
of  the  company  selling  its  aero- 
space and  defense  business  picked 
up,  its  historic  p/e  has  risen  steadi- 
ly to  almost  18  from  14.5.  Plus, 
shareholders  have  received  $4 
worth  of  Boeing  stock  for  each 
Rockwell  share  held.  H 
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This  announcement  appears  as  a  matter  of  record  only 


$803,000,000 


Vestar  Capital  Partners  III,  L.B 


A  private  equity  limited  partnership  focused  on 
management  buyouts,  recapitalizations  and 
growth  equity  investments 


Vestar  Capital  Partners 

New  York  Denver 


The  undersigned  acted  as  financial  advisor  and  assisted  in 
the  private  placement  of  the  limited  partnership  interests 


Monument  Group 


January  1997 


un  iTii  minu 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  DY  KATAR2YNA  WANDYCZ 

^  ^  How  much  do  you  delegate? 

IIaI  An'<I^A^_#l^  Which  details  do  you 

X/dVgillV"~'Wi   ltVL«  consider  indispensable? 

By  Scott  Bistayi  Whlch  oncs  dlspcnsable? 


''There  are 
times  when 
I  long  to  go 
down  and 
stick  my 
hands  in." 


Joseph  Liem"andt, 
chief  executive, 
Trilogy  Development 
Group 


Joseph  Liemandt 

Chief  Executive  Officer 
Trilogy  Development  Group 

You  always  have  to  delegate  something  that 
you  like  to  do,  but  you  have  no  choice  if  the 
company  is  going  to  grow.  I  loved  develop- 
ment and  sales.  I  loved  to  sit  down  and  work 
on  product  direction,  but  it  created  a 
bottleneck.  So  I  had  to  take  myself 
^S^V^    out  of  the  equation. 

Being  a  software 
entrepreneur,  that's  an 
emotional  pain.  I 
don't  get  the  per- 
sonal satisfaction  of 
writing  code  that 
runs  on  my 
machine  and  does 
cool  stuff.  There  are 
times  when  I  long  to 
go  down  and  stick 
my  hands  in  it,  but 
the  upside  is  building 
the  organization  and 
getting  to  watch 
people  grow. 
To  help  make  delegation  easier,  I  put 
together  a  framework:  If  you  can  delegate 
a  task  to  somebody  who  can  do  it  75%  to  80% 
as  well  as  you  can  today,  you  delegate  it 
immediately. 

For  example  I  used  to  write  the  entire 
marketing  plan  myself.  When  I  handed  it 
over,  I  knew  the  person  could  do  a  good  job, 
but  not  as  good  as  I  could  because  I  had 
more  information.  The  expectation  was  that 
by  the  second  or  third  plan  she'd  be  doing  it 
better  than  I  because  she  could  focus 
entirely  on  it 


A.  Malachi  Mixon 

Chief  Executive  Officer 
Invacare 

One  thing  I  don't  delegate  is  firing.  I've 
always  terminated  executives  myself  rather 
than  delegate  the  job.  Some  say  give  it  to  the 
vice  president  of  human  resources  and  let  him 
handle  it.  It's  tempting  to  delegate  those 
kinds  of  human-emotion  situations,  but  I 
don't  think  it's  right.  You've  got  to  face  up  to 
your  own  judgment  of  executives. 


Vincent  Orza 

President 
Eateries  Inc. 

I  respond  personally  to  all  of  the  complaints 
from  customers  who  write  or  call  us.  They're 
often  surprised  to  hear  back  from  the  presi- 
dent and  ask  why  I'm  calling  back  and  not 
one  of  my  people. 

Some  say:  "Oh,  it's  not  that  important." 

I  tell  them:  "You  did  me  a  favor  and  I  want 
you  to  eat  here  again."  And  I'm  the  guy  who 
can  get  it  fixed  quicker  than  anyone  else.  No 
one  has  the  same  sense  of  ownership  that  I 
do,  being  the  founder. 


Kendrick  Melrose 

Chief  Executive  Officer 
The  Toro  Co. 

I  have  some  pet  things — like  the  use  of  the 
Toro  brand  name.  If  some  marketing  manag- 
er wants  to  use  the  Toro  brand  and  I  don't 
like  it,  I'll  say  no.  If  I  see  something  connect- 
ed to  the  brand,  I'll  jump  in. 


Michael  Feuer 

Chief  Executive  Officer 
OfficeMax  Inc. 

The  way  I  delegate  is  very  simple.  I  have  eight 
vice  presidents  reporting  directly  to  me.  Every 
one  of  them  has  private  time  with  me  each 
week — it's  very  strict,  very  businesslike,  and 
takes  about  an  hour.  I  call  it  "the  update  ses- 
sion." Very  simply,  your  mission  is  X  and 
you're  going  to  brief  me  on  what  is  going  on. 

After  that  update  session  it  is  the  responsi- 
bility of  each  participant  to  write  up  what  was 
said,  the  action  to  be  taken  and  who  is 
responsible.  That  goes  into  the  pending  file 
for  each  person.  When  they  sit  down  for  their 
quiet  time  with  me  again,  the  tasks  are  either 
done  or  not  done. 

The  bottom  line  is,  hold  them  accountable. 


Tom  Stendahl 

Chief  Executive  Officer 

Schwinn  Cycling  &  Fitness 

We  purchased  Schwinn  out  of  bankruptcy 

four  years  ago.  We  didn't  have  the  luxury  of 

time  to  set  up  sophisticated  administrative  and 
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The  payoff 

Return  on  investment 
16% 


Level  of  delegation* 
■  More     WM  Less 


0  12  3 

Based  on  a  survey  of  44,000  respondi-nts  at  34  companies  in  25  industries. 
'Measured  by  employee  involveineni  ui  decision  mal(ing. 
Source:  Daniel  Denison,  University  of  Michigan  Business  School. 


Delegating 
decision  making 
Is  not  only  good 
for  morale, 
It  can  be  good 
for  company 
performance 
over  time. 


"My  job  is 

to  offer 

support 

whenever 

screwups 

happen." 


Tom  Stendahl, 
chief  executive, 
Schwinn  Cycling 
&  Fitness 


reporting  structures. 

What  we  did  is  split  the  business  into 
pieces  such  as  bikes,  parts/accessories  and 
fitness.  Then  we  hired  the  best  people  we 
could  find  and  said:  "Here  it  is  guys,  go 
out  and  reshape  the  world.  You  have  total 
freedom." 

By  building  a  company  that  way,  you  build 
a  company  that  moves  extremely  fast.  But  it 
moves  in  50  million  different  directions.  My 
job  is  to  offer  support  whenever  scre^vups 
happen — and  you  allow  the  screwups  because 
you  know  that  there  will  be  more  good 
coming  out  than  bad. 


Michael  Merriman 

Chief  Executive  Officer 

Royal  Appliance  Manufacturing  Co., 

Dirt  Devil  Inc. 

We  chief  executives  don't  delegate 
enough.  That  was  a  lesson  I  learned  pretty 
quickly  after  I  became  chief  executive  in 
July  1995.  The  mission  in  the  first  two 
months  was  to  get  out  and  see  all  the 
major  retailers. 

Then,  about  a  month  later,  I  went  to  see 
them  again  with  the  vice  president  of  sales. 
Later  he  said  to  me,  "You  know,  Mike,  you 
can  keep  doing  this  if  you  want  to,  but  if 
you  see  them  too  often,  there  is  no  role 
for  me." 

He  was  right.  I  was  too  gung  ho.  You 
can't  undermine  your  people's  authority. 
Nor  can  our  business  rely  solely  on  my  rela- 
tionship with  a  couple  key  retailers. 


Donald  Marshall 

Chief  Executive  Officer 
SunSource 

Being  a  mathematician,  I  have  a  strong  bias 
toward  financial  reporting.  Your  definition  of 
good  and  my  definition  might  be  two  differ- 
ent things,  so  everything  is  in  relation  to  the 
number  in  the  plan. 

I  get  a  weekly  flash  report  that  takes  me 
through  sales  numbers,  gross  margin,  expense 
numbers,  down  to  pretax  income  versus  plan. 

Monthly,  I  get  a  standard  2 5 -page  report 
that  details  all  the  expenses  and  balance 
sheets,  and  has  graphs  because  a  picture  is 
worth  about  a  thousand  words.  I  know  imme- 
diately the  ten  questions  to  ask  when  I  call  the 
executive  up. 

That  is,  if  he  hasn't  called  me  already 
because  he  knows  I'm  coming. 


Jack  Smith 

Chief  Executive  Officer 
Sports  Authority  Inc. 

I  am  notified  via  E-mail  of  our  key  meetings. 
I  ofi:en  browse  through  the  notices  and  pick  a 
meeting  to  sit  in  on.  It  keeps  my  fingers  in  all 
the  pots.  It  isn't  [a]  case  of  taking  the  authori- 
ty away  from  the  department  head.  I  simply 
hke  to  keep  up  with  everything.  I  recendy 
attended  a  logistics  meeting  of  about  18 
people.  I  just  sat  in  the  background.  I'm  a 
damned  good  listener,  and  1  have  great 
respect  for  their  thoughts. 


Kim  Polese 

Chief  Executive  Officer 
Marimba  Inc. 

For  Marimba,  the  need  to  delegate  is  absolute. 
I  haven't  found  it  difficult  to  master  because  I 
tend  to  like  organizations  that  give  people  the 
rope  to  go  and  really  prove  themselves. 

When  I  became  the  product  manager  of 
Java — then  called  Oak — there  was  little  man- 
agement involved.  We  were  a  spinoff  unit  and 
for  the  first  time  1  had  the  autonomy  to  make 
key  decisions. 

It  was  scary  but  exhilarating  because  it  con- 
vinced me  of  my  own  ability.  There's  a  parallel 
with  the  Internet,  which  represents  distribu- 
tion rather  than  centralization.  H 


What's  on  your  mind.^ 

If  you  are  a  business  executive,  w  hether  with  a  big  company  or  a  small  one,  we'd  like  to 
know  v\  hat's  bothering  you  these  days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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France  Telecom  just  removed  the 
last  barrier  in  broadcast  communications 


We're  proud  to  announce 
GlobeCdstJhe  new  world  leader 
in  broadcast  services. 

On  April  7, 1997,  France  Telecom  combined 
its  broadcasting  expertise  with  that  of  Keystone 
Communications  Corp.  and  Maxat  Ltd.-  the  leading 
video  and  audio  transmission  providers  in  America 
and  Europe-  to  create  the  world's  new  number  one 
broadcast  services  company. 

From  the  Great  Wall  to  the  Great  White  Way, 
our  new  GlobeCast®division  provides  seamless 
service  for  major  broadcast  and  business  television, 
radio  and  cable  networks  via  our  Skylink" serylces, 
bringing  news,  entertainment  and  sporting  events 
to  hundreds  of  millions  of  viewers. 

Long  a  major  player  in  global  communications, 
France  Telecom  today  adds  GlobeCast  to  its 
world-class  voice,  data,  wireless,  cable  and  online 
capabilities.  We  invite  you  to  visit  us  at 
www.francetelecom.com. 

Together,  we  can  build  the  world  to  come. 


France  Telecom 


readerstf orbe9,i;oin 


In  defense  of  index  funds 

Sir:  Re  "What  the  sales  brochure 
didn't  tell  you"  (Apr.  7).  You  state 
that  "the  index  beats  the  large-cap 
managers  less  than  half  the  time." 
This  may  be  true  before  fees,  but 
what  is  important  is  performance 


after  fees.  Studies  by  our  consulting 
group  show  that  s&P  500  index 
funds,  after  fees,  have  beaten  84%, 
67%  and  79%  of  the  large-cap  funds 
over  the  last  three,  five  and  ten  years, 
respectively. 

If  index  funds  have  become  a 
"dangerous  placebo,"  it  is  only 
because  the  investor  has  been  looking 
for  a  cure-all.  The  hinds  are  valuable 
as  one  component  of  a  complete 
portfolio.  Retail  investors  should 
follow  the  lead  of  institutional  money 
managers:  Index  28%  of  your  dollars. 

Finally,  if  the  "long  run  to  most  of 
us"  is  truly  "measured  in  months,  not 
years,"  then  equity  mutual  funds  in 
general  should  not  even  be  consid- 
ered as  investment  vehicles. 
-James  Hsu 
Principal 

The  Parthenon  Group 
Boston,  Mass. 

Open  door  for  hackers^ 

Sir:  Re  "Cybercops"  (Mar  10).  It 
is  well  known  that  scanners  are  a 
principal  tool  used  by  hackers  to 
penetrate  corporate  mis  systems. 
Declaring  Mr.  Klaus  of  ISS,  Inc.  to  be 
a  cybercop  is  a  little  like  declaring  the 
Big  Bad  Wolf  to  be  Litde  Bo  Peep. 
-Jennifer  Eaglin 
Mountain  View,  Calif. 

ISS  rijjs  each  of  its  scanners  so  that  it 
can  only  be  used  on  its  intended  corpo- 
rate network.-ED. 


SoftbaU^ 

Sir:  Re  your  article  about  Alex 
Spanos  and  the  San  Diego  stadium 


improvement  project,  "A  game  of 
chicken"  {Mar.  10).  The  nfl  did  not 
"tighten  the  screws"  by  threatening 
to  move  next  year's  Super  Bowl  out 
of  San  Diego.  We  simply  stated  the 
obvious:  If  ii  court  order  were  to 
block  the  project,  creating  an  unfin- 
ished and  unplayable  stadium,  we 
would  be  forced  to  play  next 
January's  Super  Bowl  in 
Pasadena. 
-Joe  Browne 
Senior  Vice  President 
National  Football  Lea£[ue 
New  York,  NY. 

Those  tricky  interviews 

Sir:  Re  "Think  fast!"  (Mar  24).  A 
simple  test  for  job  interviews:  Ask  the 
meaning  of  six  words  common  in  the 
position.  The  worst  candidate  is  the 
one  that  rambles  on  with  the  wrong 
answer.  Pass  on  the  one  with  the 
"don't  know"  answer  or  the  long- 
winded  right  answer.  Give  a  partner- 
ship to  the  candidate  who  says  "I 
don't  know  but  I  will  get  back  to 
you" — and  sends  you  a  Fedex  the 
next  morning  with  the  right  answer 
and  a  neatly  typed  note  thanking  you 
for  the  opportunity. 
-Freeman  Gosden  Jr. 
Los  Angeles,  Calif. 

Sir:  Here's  how  I  would 
respond  to  the  inter- 
view question: 
How  would  you 
sell  a  grenade.^ 
I  would  give 
"      t^M:  potential 
^fll^     '^BL       customer  the 
grenade.  Then 
^^^^^^  I  would  quickly 

begin  negotiating 
the  price  of  the  pin. 
-James  A.  Clark 
Lafayette,  Ind. 

Knitting  up  the  ladder 

Sir:  Part-time  artisans  who  support 
their  habit  as  lawyers,  accountants 
and  other  businesspersons  are  surely 
cheering  "Artsy-crafty"  (Mar  10). 
We  no  longer  have  to  hide  our  nee- 
dles and  fiberwork  in  the  office.  And 
scientific  reports  that  doodling 
improves  concentration  have  fueled 


our  argument:  People  should  knit  or 
crochet  even  at  meetings. 

-Margo  Lynn  Hablutzel 
Chicago,  111. 

Wake  up,  Harley 

Re  "Is  the  hog 
going  soft?"  (Mar. 
10).  I've  been 
looking  at  pur- 
chasing a 
Harley- 
Davidson  for  sev- 
eral years.  The  price 
seems  to  be  jacked  up  no  matter  where 
I  go.  Now  that  there  are  so  many 
custom-made  knockoffs,  I've  consid- 
ered going  in  that  direction.  Harley 
needs  to  wake  up  or  it  may  find  itself 
left:  behind  by  businesses  that  take  care 
of  the  customer. 
-Andy  Byles 
Euless,  Tex. 


Wayne's  world 

Sir:  Re  "The  batde  of  the  bottoms" 
(Mar.  24).  I  can't  help  but  feel  badly 
for  Kimberly-Clark's  Wayne  Sanders. 
What  a  stressful  life  to  look  in  the 
mirror  every  morning  and  ask,  "How 
can  I  beat  the  hell  out  of  P&G.>"  The 
mindset  that  you  have  to  beat  the  hell 
out  of  your  competition  leads  compa- 
nies to  do  stupid  things,  like  expand- 
ing market  share  when  stockholders 
would  be  better  served  by  higher 
margins  on  the  sales  you've  got. 

Odds  are  we'll  never  put  competi- 
tors out  of  business,  but  why  would 
we  want  to?  They  give  us  a  reason  to 
get  out  of  bed  in  the  morning. 
-Mark  Hedberg 
Mason  City,  Iowa 

How  taxes  make  me  rich 

Sir:  Re  "Refinding  their  voice"  (Fact 
and  Comment,  Feb.  24).  The  high 
capital  gains  tax  has  benefited  me.  If 
the  tax  were  lower  I'd  have  sold  my 
holdings  several  years  ago.  But  I  did 
not  and  they  have  increased  in  value. 
And  I  don't  plan  to  pay  tax,  either. 
All  I  have  to  do  is  die.  My  holdings 
are  not  high  enough  to  worry  about 
estate  tax — at  least  not  yet. 
-Ed  Westbrook 

River  Forest,  III.  H 
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Can  your 


MONEY  M  ANAG  ER 


say  that? 


Before  anyonU  promises  you  the  world,  make  sure 
they  have  the  resources  to  deliver  it.  Many  groups  offer 
international  mutual  funds.  But  managing  those  funds 
demands  more  than  just  long-distance  telephone  calls. 
It  requires  a  large  staff  of  investment  professionals  in 
place  where  the  action  is.  Experts  with  high-level 
contacts  in  local  markets.  And  reliable  sources  for 
up-to-the-minute  information.  At  Putnam,  we 
I*  UT  IV  A.  HI  have  more  than  25  years  of  experience  in  overseas 

INVESTMENTS  investing.ANC  we  know  how  much  U.S.  companies 

and  stocks  are  affected  by  changes  in  industries  and 
BOSTON. lONDON. TOKYO  markcts  abroad.  That's  why  we  have  hundreds  of 

financial  professionals  working  worldwide  to 
analyze  and  recommend  investments.  Together, 
they  manage  over  $170  billion  in  assets  around  the 
globe.  So  when  you're  asking  for  professional  advice 
about  mutual  funds  or  institutional  portfolios,  ask 
about  Putnam.  As  our  headline  states,"we  understand 
what  it  takes  to  invest  globally."  And  that's  something  a 
lot  of  money  managers  would  have  a  hard  time  saying. 

TIMH  -  HONORED      TRADITION      IN      MONEY  MANAGEMENT 


■  Assets  uadermanageitient  include  mutual  funds  and  institutional  clients.  International  investing  involves  certain  risks,  such  as  economic  instability,  currency  fluctuations 
'  ^and  poUticat  developments.  For  more  inforniarton  about  the  Putnam  Family  ofTHjnds,  including  investment  polides,  charges 
ask'yotif' financial  advisorfora  freeprospecftis.  Please  read  the  prospectus  carefully  before  you  invest  orsend  money.  Putnam  Mutual  Funds  Corp.,  Member,  NASD. 


$8  BILLION 
STRONG. 


MARKET 


LEADERS. 

ACQUISITION 
XPERTS. 

■JOT 
INTO  TOYS 


WE'RE  ALL  OF  THE  ABOVE. 


Not  surprisingly,  people  often 
confuse  Tyco  International  wrth 
that  other  Tyco,  the  fine  maker  of 
children's  toys.  We're  the  Tyco  that 
enjoys  leadership  positions  in  each 
of  its  four  business  segments.  We're 
the  Tyco  that's  increased  its  market 
capitalization  from  $400  million  to 
over  $8  billion  In  just  over  a  decade. 


that  has  a  compounded  income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  TVco  ranks  in  the  top  10%  of 
the  Fortune  500®  —  a  better  record 
than  seven  of  Fortune®  magazine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  F,  Exeter,  NH  03833. 

tuca 

ml  international  ltd. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


HOW  BILL  CLINTON  MAKES  FOREIGN  POLICY 


A  LITTLE  OVER  a  year  ago  President  Clinton  personally 
promised  the  visiting  president  of  Turkey,  Suleyman 
Demirel,  that  the  U.S.  would  sell  the  Turks  three 
decomissioned  Navy  frigates.  The  proposed  sale  was  vet- 
ted by  both  the  State  and  Defense  departments  and  was 
then  sent  to  Capitol  Hill  where  Congress  had  15  days  to 
veto  it.  Congress  did  not  block  the  transaction.  The 
Turks  went  ahead  and  trained  crews  to  man  these  frigates. 
Shordy  thereafter,  Senator  Paul  Sarbanes  (D-Md.)  orga- 


nized opposition  to  the  sale.  The  President  stopped  the  sale 
in  its  tracks.  It  has  yet  to  be  consummated,  despite  the  Pres- 
ident's personal  assurance  to  his  Turkish  counterpart,  there- 
by humiliating  the  strongly  secular  Turkish  military,  a  force - 
fill  bulwark  against  militant  flmdamentalism. 

Even  noncynics  speculate  that  the  President  was  per- 
suaded less  by  the  power  of  Sarbanes'  arguments  than  by 
the  fact  that  the  senator  was  then  the  ranking  Democrat 
on  the  committee  investigating  Whitewater. 


UNNECESSARY  HARM 


Alan  Greenspan  and  the  Federal  Reserve  Board  must 
be  smoking  and  inhaling.  How  else  to  explain  their  grad- 
ual tightening  of  monetary  policy  in  recent  months,  cul- 
minating in  the  recent  jack-up  of  interest  rates.^ 
Appallingly,  more  squeezing  may  come. 

Inflation  is  no  threat,  as  Greenspan  himself  has  acknowl- 
edged in  congressional  testimony.  Despite  the  length  of 
this  expansion,  the  Consumer  Price  Index  last  year  rose 
only  3.3%;  the  GDP  deflator,  an  even  more  paltry  2%.  The 
price  of  gold,  the  most  sensitive  barometer  of  inflationary 
expectations,  has  actually  declined, 
from  around  $385  an  ounce  last  fall 
to  the  $350  range  today.  This  signals 
mild  deflationary  pressures. 

Alas,  the  Fed — and  all  too  many 
economists  and  policymakers — is  still 
chained  to  the  fallacious  idea  that 
prosperity  causes  inflation.  But  it 
doesn't,  of  course.  Bad  monetary 
policy  does. 

These  worthies  still  can't  grasp  the 
difference  between  price  changes  that 
are  a  result  of  supply  and  demand  and 


Mischief  results  from  trying  to  fine-tune 
stocks  and  the  economy. 


price  changes  that  are  a  result  of  debasing  the  currency. 

A  couple  of  years  ago,  for  example,  the  price  of  paper 
and  newsprint  zoomed.  Demand  was  high,  capacity  had 
barely  expanded.  Worried  buyers  exacerbated  the  situa- 
tion by  building  up  inventories.  Was  this  surge  in  the  cost 
of  paper  a  result  of  excessive  growth  in  the  money  supply.'' 
No,  needless  to  say.  It  was  supply  and  demand,  pure  and 
simple.  What  happened  next.^  Buyers  made  use  of  less 
paper,  producers  squeezed  out  more  capacity — and  prices 
plummeted.  Again,  the  free  market  at  work. 

The  Fed  should  focus  on  keeping 
the  intrinsic  value  of  the  dollar  stable. 
Only  in  a  crisis  such  as  the  1987  stock 
market  crash  (which,  by  the  way,  the 
Fed  helped  precipitate  with  some  ill- 
advised  comments  on  the  dollar) 
should  the  central  bank  plunge  in. 

Chairman  Greenspan  got  married 
earlier  this  month.  He  should  tell  his 
colleagues  to  halt  their  gradual 
squeeze  before  it  reaches  python-like 
intensity,  and  take  a  long  honey- 
moon, say  into  the  next  century. 


THWARTING  INTERNET  THIEVES  AND  PEEPING  TOMS 


Congress  should  pass  the  Security  And  Freedom 
Through  Encryption  (SAFE)  Act,  sponsored  by  Repre- 
sentative Bob  Goodlatte  (R-Va.)  and  a  host  of  Demo- 
crats and  other  Republicans.  This  bill  is  critical  to  pro- 
tecting privacy  on  the  Internet  and  to  thwarting  theft 
and  industrial  espionage.  The  key,  of  course,  is  strong 
encryption  software  and  equipment,  which,  like  a  code 
scrambler,  protect  Internet  data  and  communications 


from  unauthorized  viewing  or  tampering. 

But  Washington  is  gumming  up  the  works.  The  Feds  fear 
effective  encryption  because  it  might  hobble  their  finding 
ways  to  tax  on-Une  commerce.  How  can  you  tax  what  you 
can't  see?  A  more  valid  concern,  though,  is  law  enforcement. 
How  can  you  keep  track  of  what  criminals  and  terrorists  are 
up  to  on  the  Net.>  Washington  thus  wants  to  have  all  com- 
puter users  deposit  tiie  "keys"  to  their  encryptions  in  a  cen- 
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tral  data  baiil<.  or  \vitli  a  government-approved  diird  party. 

High-tech  companies  are  rightly  howling.  Who  could 
trust  Washington  to  keep  secrets?  Wlio  would  want  die  likes 
of  Craig  Livingstone  of  FBI-file  fame  browsing  through  liis 
or  her  most  secret  information.^  The  level  of  encryption 
now  allowed  by  Wasliington  is  so  weak  that  a  college  ha.cker 
was  able  to  break  it  in  less  dian  four  hours.  Moreover,  crim- 
inals and  terrorists  are  not  going  to  give  their  keys  to  a  pri- 
vate Washington  data  bank.  Foreign  competitors,  who  are 
not  barred  from  developing  strong  encryption  tech- 
niques, are  going  to  leave  our  companies  in  the  dust. 

SAFE  is  the  sane  approach.  This  bill  would: 

■  Permit  the  export  of  mass-market  software  and  custom- 
design  software  and  hardware  if  its  encryption  capabilities 
are  comparable  to  what  is  commercially  available  from 
foreign  suppliers.  This  would  create  a  level  playing  field; 

■  Impose  stiff  criminal  penalties  for  die  use  of  encryption 
to  commit  or  cover  up  a  crime; 

■  Allow  us  to  buy  or  sell  domestically  any  type  of  encryption; 

■  Not  force  computer  users  to  turn  over  copies  of  their 


keys  to  Washington. 

Thomas  Morehouse,  CEO  of  SourceFile,  which  the  gov- 
ernment has  already  designated  as  a  depository  for  these 
keys,  opposes  such  a  requirement,  even  though  his  compa- 
ny would,  ostensibly,  stand  to  benefit.  His  point:  The  free 
market  will  demand  his  type  of  services  anyway.  As  he  put  it 
in  recent  congressional  testimony,  "I  have  never  met  a  car 
owner  who  did  not  have  at  least  one  duplicate  key  to  his  car. 
Persons  who  use  strong  encryption  do  so  to  protect  extreme- 
ly valuable  assets.  No  one  in  his  right  mind  would  use  cryp- 
tography throughout  an  organization  without  a  backup 
system  to  retrieve  the  information  should  he  lose  his  key." 

Law  enforcement  agencies  could  still,  with  a  proper  court 
order,  decrypt  electronic  mail,  just  as  they  can  install  wire- 
taps, under  court  order,  through  telephone  companies. 

This  is  an  issue  of  protecting  not  only  so-called  intellec- 
tual property  but  also  human  rights.  Political  and  religious 
dissenters  around  the  world  would  welcome  strong  encryp- 
tion software  and  equipment  so  they  could  communicate 
widiout  its  being  easy  to  be  "overheard"  by  Big  Brother. 


TAKE  POLITICS  OUT  OF  AIRLINE  SAFETY 

It's  time  to  overhaul  America's  air  traffic  control  (ATC)  straints  instead  of  the  needs  of  aviation  users.  New  air 
system,  now  part  of  the  Federal  Aviation  Adniinistiation  traffic  control  technology  is  developed  every  18  to  24 
(FAA).  ATC  should  be  removed  from  government  and    months,  but  by  the  time  a  request  passes  Congress  and 


reestablished  as  a  nonprofit,  user-fiind- 
ed  corporation.  Otherwise,  air  traffic 
control  will  continue  to  be  hampered 
and  hindered  by  Washington  politics. 

The  FAA  is  fiinded  by  airline  ticket 
taxes  and  other  exactions  and  fees.  The 
money  from  the  ticket  levy  goes  into 
what  Washington  calls  a  trust  flind,  but 
these  hands  are  often  used  to  reduce 
the  deficit  or  to  finance  other  govern- 
ment programs.  From  Jan.  1  to  Sept. 
1,  1996  die  ticket  tax  lapsed.  While  it 
was  suspended,  Congress  drew  down 
the  money  in  the  trust  fiind  to  keep 
the  FAA  in  operation.  Had  the  tax  not  been  reauthorized 
recendy,  the  fiind  would  have  been  depleted  by  July  1997. 

Changing  the  system  is  not  just  an  issue  of  efficiency 
and  convenience  but  one  of  safety.  ATC  badly  needs 
modernization.  Some  of  its  equipment  still  uses  vacuum 
tubes.  But  Congress  must  appropriate  money  for  ATC 


Dinosaur  air  traffic  control  equipment  is 
hazardous  to  air  travelers'  fiealth. 


the  equipment  is  installed — 5  to  10 
years — it  is  already  outdated. 

We  should  switch  to  genuine  user 
fees,  based  on  the  distance  an  aircraft 
covers  on  a  particular  flight  and  on  its 
weight.  The  current  hodgepodge  is 
unfair:  Two  similar  aircraft  can  fly  sim- 
ilar distances,  but  if  they  charge  dif- 
ferent fares  the  fees  they  pay  are  not 
the  same,  even  though  they  require 
similar  services.  Over  16  countries 
employ  a  user-fee  type  system,  includ- 
ing Germany  and  Britain.  Canada  is 
phasing  in  such  an  approach. 
Experience  demonstrates  that  user-fLmded  corporations 
are  not  only  more  responsive  to  the  needs  of  aircraft  users 
but  also  more  cost-effective.  Germany's  fees,  for  example, 
are  about  10%  less  than  they  were  two  years  ago. 

Such  a  change  in  the  U.S.  would  also  have  to  be  phased 
in,  with  the  details  hammered  out  by  all  interested  par- 


purposes  so  die  ftinding  level  depends  on  budgetary  con-     ties,  just  as  Canada  has  recendy  done. 

WHY  THEY  DID  IT 

For  Cause  and  Comrades — by  James  M.  McPherson  the  reader.  A  strong  sense  of  honor  and  duty  permeates 
(Oxford  Universit}'  Press,  $25).  Extraordinary,  evocative  these  writings.  This  was  als.o  an  intensely  religious  period, 
examination  of  the  reasons  Civil  War  soldiers 
fought,  particularly  the  volunteers  of  1861-62. 
Of  course,  there  were  slackers  and  shirkers,  espe- 
cially in  the  war's  latter  years  when  both  sides  had 
to  rely  on  conscription  (and  in  the  North,  boun- 
ties) to  fill  the  ever-depleted  ranks.  But  while  sol- 
diers lost  their  imiocence  in  the  horrors  of  battle, 
most  remained  remarkably  motivated. 

McPherson  uses  the  letters  and  diaries  of  over 
1 ,000  individuals,  and  their  words  are  what  move 


and  religion  certainly  helped  a  number  of  soldiers 
endure  the  hardships  of  war.  Initially,  a  number 
of  Union  soldiers  opposed  or  resented  Lincoln's 
Emancipation  Proclamation,  but  as  the  war  wore 
on,  emancipation  increasingly  motivated  Union 
forces.  Fearing  to  show  fear  in  the  face  of  fire  also 
braced  these  men.  Mixed  in  with  these  positive 
motives  were  elements  of  revenge,  notably 
among  Confederate  soldiers  trying  to  repel  what 
they  considered  an  unjustified  invasion.  H 
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Your  Needs.  Your  Airline  

jpan  Airlines  knows  tliat  although  you  may  fly  us  to  Asia,  your  fit,  whether  it's  with  American  Airlines®  AAdvantage,  Air  France 

■ef  erred  mileage  program  may  be  with  another  airline.  Which  is  why  Frequence  Plus  or  our  own  JAL  Mileage  Bank*  Perhaps  it's  this  kind  of 

'e  make  it  easy  for  you  to  apply  your  miles  to  other  major  carriers,  concern  for  your  needs  that  has  made  Japan  Airlines  the  airline  of 

3  when  you  fly  JAL,  you  not  only  enjoy  world  class  comfort  and  choice  for  Tim  Brady  and  other  experienced  business  travelers  to  Asia 

;rvice,  you  enjoy  the  freedom  to  use  your  mileage  where  you  see  for  over  40  years.  Call  1-800-JAL-FONE  for  more  information. 

'Ceaam  restncuons  apply  Mileage  cannol  be  applied  to  more  than  one  airline's  Irequeni  flyer  program  Japan  Airlines  and  Air  Fiance  reserve  the  right  to  change  Itieir  mileage  programs  ai  any  time  without  notice 
American  Airlines  and  AArfwantage  are  registered  trademarks  of  American  Airlines  Inc  Amencan  Airlines  reserves  the  nght  lo  change  Ihe  AAdvaniage  program  at  any  time  without  nonce 

FLANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 

Japan  Airlines 

A    WORLD    OF  COMFORT. 


NOBODY      ELSE  15. 


the  heated  race  for  customers, 
!  winner  takes  all.  And  today,  no 
lustry  feels  the  pounding  footsteps 
the  competition  as  loudly  as  utilities, 
regulation  has  created  an  all-out 
int  to  build  loyalty  and  win  new  . 
jtomers.  Who  will  win  the  race?  The 
art  bet  would  be  on  the  company 
It's  first  to  introduce  outstanding 
)ducts  and  provides  their  customers 
:h  world-class  service. 

at's  where  we  come  in.  We're 
IN  NEXT.  We  provide  innovative 
)ducts  and  enhanced  customer  y 
vices  to  utility  suppliers.  When  a 
Tipany  partners  with  us,  their 
Jtomers  will  benefit  from  CON  NEXT 
:lusives  like  OutAlert™,  a  service 


id  out  more  about  the  utility 


that  alerts  customers  via  a  call  or  a 
page  whenever  a  power  outage 
occurs  -  a  tremendous  value  to 
'  businesses  with  perishable  inventories 

-  .f:  or  customers  with  a  second  home  or  J 
.  '    /    elderly  family  members.        .  .  , 

Another  CONN  EXT  offering  is  our 

-  '  OneBill™  service  for  businesses  with  ' 
;/  '         multiple  locations.  By  consolidating  the 
'           bills  from  different  service  providers 

into  one  convenient  statement,  OneBill 
can  save  a  utility's  customer  thousands 
of  dollars  as  well  as  help  them  operate 
more  efficiently.  It's  only  one  part  of '  , 
our  complete  customer  information 
and  billing  systems  for  all  types  of  ^ 

shake-up  from  industry  leader  Maura  O'N 


'       Utility  service  providers.  CONNEXT 
•  enables  utility  suppliers  to  provide 
.  -  ■    customers  with  flexible  pricing,     "  -^ 
;';         streamlined  billing  and  intelligent 

metering  as  part  of  a  full-tilt  package 
of  add-on  services. 

Bottom  line,  CONNEXT  adds  value 
to  any  utility  provider's  services.  If 
•  you're  a  business,  we  can  put  you 

■ '         in  touch  with  a  provider  that  offers 
CONNEXT  products. 

^  "         Be  first  now.  Call  1-888-CONNEXT. 

Power  Tools  for  the  Utility  Industry^*' 
je  i  1 1 1  a  t  www .  c  0  n  n  e  X  t .  c  o  m  /  w  h  i  t  e  p  a  p  e  r  s  l 


Other  Comments 


Look  Out 

I  HOPE  THAT  people  of  all  political 
views  beyond  our  city  limits  will 
demand  that  Washington  give  prior- 
ity to  policy  over  partisanship,  to 
governing  over  "gotcha."  It  is  time 
that  senior  officials  have  more  time 
to  concentrate  on  dealing  with  very 
real  foreign  challenges  rather  than 
with  the   domestic  wounds  that 
Washington  is  inflicting  on  itself 
-Anthony  Lake,  letter  to 
President  Clinton  withdrawing 
his  name  from  nomination  to  be 
CIA  director.  New  York  Times 

Speed  It  Up 

Representative    Bill  McCollum 
(R-Fla.)  cited  studies  finding  that  the 
tlieft  of  proprietary  business  informa- 
tion costs  American  industry  any- 
where fi-om  $24  billion  to  well  over 
$100  billion  each  year.  If  an  ounce  of 
prevention  is  worth  a  pound  of  cure, 
then  an  ounce  of  encryption  is  worth 
a  pound  of  subpoenas. 
-Representative  Bob  Goodlatte 
(R-Va.),  before  the  Subcommit- 
tee on  Courts  and  Intellectual 
Property  of  the  House 
Committee  on  the  Judiciary 

AmeHca  On  the  Line 

Citizens  [can]  punch  up  a  new  fi*ee 
service  available  fi"om  Americans  for 
Tax  Reform.  Tap  in  "www.atr.org," 
click  on  the  "social  security  estimator," 
and  enter  a  few  numbers.  The  benefits 
engine  will  calculate  the  approximate 
Social  Security  benefit  you  can  expect 


when  you  retire,  as  well  as  the  payoflf 
you  could  £iet  if  your  money  went  to 
bonds  and  mutual  fixnds  instead. 
Today's  18 -year-old  welder  can  expect 
a  pension  of  something  like  $1,579  a 
month  if  Uncle  Sam  continues  to  man- 
age his  pension;  that  figure  rises  to 
$4,151  if  Washington  lets  him  shift:  to 
the  markets.  Each  month  reform  of  this 
sort  is  delayed  reduces  that  worker's 
retirement  payoff,  and  does  so  forever. 
-  Wall  Street  Journal 

The  Democrats  are  too  busy 
returning  dubious  donations  to 
even  make  a  pass  at  the  kind  of 
activity  that  used  to  get  them  so 
pumped  up — they're  so  tuckered 
out  from  hauling  all  those  heavy 
bags  of  cash  back  to  faraway 
places  like  Indonesia  and  Holly- 
wood, for  example,  that  they  can't 
raise  a  finger,  much  less  a  tax. 
-Alan  Abelson,  Barron's 

0£f  Balance 

Increased  budget-balancing  pres- 
sures wUl  continue  to  restrict  project- 
ed appropriations  for  the  FAA  and  air 
traffic  control.  This  is  a  very  serious 
problem  for  ATC  modernization. 

Airspace  users  are  shortchanged 
when  the  monies  they  pay  must  go 
through  Congress  and  the  federal 
budget  process.  This  invariably  pro- 
duces a  system  that  cannot  be  fijlly 
responsive  to  user  needs.  America's 
telecommunications    system,  the 


world's  best,  is  paid  for  directly  by 
user  fees.  When  demand  increases, 
revenues  increase.  And  on  the  basis 
of  projected  fijture  revenues,  major 
capital  investments  arc  financed  by 
the  capital  markets.  Airspace  users 
deserve  no  less  than  telecom's  users. 
-Robert  W.  Poole  Jr.,  president, 
Reason  Foundation,  testifying  before 
the  House  Aviation  Subcommittee 

The  Most  Worthy  Cause 

Perhaps  a  private  in  the  6th  New 
York  Cavalry  best  explained  the 
remarkable  resifience  of  this  army 
[Army  of  the  Potomac]  despite  repeat- 
ed defeats:  "Yet  I  tell  you  I  will  fight 
for  it,  because  it  is  on  the  right  side, 
because  Freedom  will  come  out  of  it." 
-James  M.  McPherson, 
For  Cause  &  Comrades 

Mucking  Up  the  Market 

Alan  Greenspan  thinks  stocks  are 
too  high.  So  what?  His  guess  on  the 
"proper"  level  of  the  market  is  no 
better  than  anyone  else's,  and  the 
relationship  between  the  stock  market 
and  the  level  of  inflation — the  Fed's 
primary  concern — is  far  fi"om  clear. 

Greenspan  has  the  power  to  trans- 
late his  nervousness  about  stocks  into 
higher  borrowing  costs  for  hundreds 
of  millions  of  people.  Stock  prices 
aren't  interest  rates.  They  can't  be 
controlled  from  a  building  in 
Washington — even  by  someone  as 
smart  as  Alan  Greenspan.  And,  worse, 
trying  to  control  them  could  have 
unforeseen,  even  disastrous,  results. 
-James  K  Glassaian,  Washington  Post 

Signs  of  the  Times 

Actual  signs  seen  across  the  U.S.: 

■  On  the  wall  of  a  Baltimore  estate: 
Trespassers  will  be  prosecuted  to  the 
fullest  extent  of  the  la  w. — Sisters  of Mercy 

■  In  the  offices  of  a  loan  company:  Ask 
about  our  plans  for  owning  your  home. 

■  In  a  church:   Would  parishioners 
please  note  that  the  bowl  to  the  rear  of  the 
church  that  says  ''For  the  sick''  is  for  mon- 
etary contributions  only.  Thank  you. 
-Michael  Patriarco, 

Zum  magazine  H 
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Tradition  puts  in  a  long  day 
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Why  he  can 
would  have 


look  torwa 
a  century  a 


Today,  no  one  thinks  twice 
about  somebody  living  to  the  ripe 
old  age  of  80.  A  hundred  years 
ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quality,  nutrition  and  hygiene,  life 
expectancy  began  to  rise. 

Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

But  the  biggest  strides  came  near 
the  turn  of  the  century  when  huge 
advancements  in  medicine  gave 
doctors  the  ability  to  treat  and  even 
cure  many  life-threatening  diseases. 

Hoechst  (pronounced  Herkst) 
was  there,  joining  forces  with  lea- 
ding scientific  researchers  Hke 
Robert  Koch,  Emil  von  Behring 
and  Paul  Ehrlich.  The  discoveries 
of  these  Nobel  Prize-wiiming 
scientists  initiated  the  age  of 
bacteriology,  immunology  and 
chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tuberculin,  insulin,  and 
antitoxins  for  diphtheria  and 


At  the  turn  of  the 
century  the  average 
life  expectancy  mas 
40 y tars.  In  U.S. 
riU'day,  women  live  to 
be  around  79  and 
men  around  73. 


Hoechst  Marion  Roussel,  Inc.  P.O.  Box  9627  Kansas  City,  MO  64134-0627  http://www.hoechst.com 


living  twice  as  long  as  r  : 


tetanus,  as  well  as  antibiotics  to 
fight  infectious  diseases.  Not  to 
mention  important  medications 
that  have  contributed  to  the  suc- 
cessful treatment  of  heart  disease 
and  strokes. 

At  Hoechst,  we're  proud  of  our 
history.  And  to  be  sure,  the  relent- 
less pursuit  of  medical  advances 
has  caused  life  expectancy  to  rise. 
But  just  as  typhoid,  cholera  and 
bacterial  infections  endangered 
lives  in  the  past,  diseases  such  as 
AIDS,  cancer  and  other  killers 
threaten  us  today  Which  is  why 
our  pharmaceutical  company 
Hoechst  Marion  Roussel  spends 
nearly  $  1.5  bilUon  a  year  on 
pharmaceutical  research  and  devel- 
opment. If  history  is  any  indicati- 
on, it's  money  well  spent. 

Hoechst  is  an  international  group 
of  companies  spearheading  inno- 
vation in  health  care,  nutrition  and 
industry.  With  a  staff  of  145  000 
people  worldwide,  annual  sales 
total  $  36  billion. 


Finding  new  ways. 


Hoechst 


Every  year,  buyers  the  world  over  acquire  new  and  used 
vehicles  with  financing  from  General  Motors 
Acceptance  Corporation  (GMAC).  Recently,  when 
GMAC  wanted  to  raise  capital,  they  chose  a  team  from 
UBS  Securities  to  lead  manage  a  $300  million  U.S. 
domestic  debt  issue.  They  valued  our  advice  on  the 


team  of  debt 
capital  markets 
professionals  helps 
fuel  GMAC. 


issue's  size,  timing,  structure,  maturity  and  pricing 
UBS'  placement  power  with  U.S.  institutional  investors, 
as  well  as  the  firm's  expertise  in  coordinating  the  efforts 
of  other  leading  financial  institutions,  combined 
to  make  this  issue  a  success.  It  your  company  needs  tc 
add  financial  horsepower,  put  UBS  on  your  team. 


Union  Bank 
nv  of  Switzerland 


UBS  Secuiuies  LLCis  J  wholly  owned  subsidi,iry  ol  Union  Bank  of  SwilzerUnd.  2'K)  Pjrk  Avcnut,  New  York.  NY  10171.  Telephone:  (212)821-3000,  Other  offices  of  Union  Bank  of  Switzerland  and  its  affiliates  in  North  .America- 
Chicago.  Houston,  Los  Angele..  San  Francisco,  Toronto,  Mr.nticj] 


Commentaiy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


JAPAN:  STILL  SUK] 

After  a  March  visit,  we  concluded  that  the  best  word  to 
describe  Japan  is  "vibrant."  This  may  seem  odd  if  you 
believe  the  stories  circulating  in  the  U.S.  about  Japan's  no 
longer  posing  an  economic  challenge  to  the  U.S.  A  superfi- 
cial look  at  a  few  economic  statistics,  and  at  the  Japanese  and 
American  press,  does  reveal  many  less-than-positive  points: 

■  Deregulation  of  Tokyo's  financial  markets,  which  prom- 
ises to  increase  choices  and  lower  prices  for  consumers 
(as  well  as  reduce  the  pressure  U.S.  Treasury  officials 
continually  apply) — is  still  in  the  drafting  stage.  The  rul- 
ing Liberal  Democratic  Party  hopes  to  complete  plans 
for  deregulation  by  1998  rather  than  instituting  them 
gradually  by  2001,  as  originally  scheduled. 

■  The  stock  market  plunged  in  January,  but  is  now  up 
around  the  18,000  level. 

■  The  Japan-U.S.  military  alliance  has  been  strained  by 
the  crimes  committed  by  two  U.S.  Marines  (since  pun- 
ished) who  were  stationed  on  Okinawa. 

A  Deeper  Look 

If  one  looks  beyond  the  superficial,  improvement  and 
progress  are  clearly  apparent.  Japan's  fiscal  1997  budget 
passed  both  the  House  of  Representatives  and  Senate  for 
on-time  enactment.  But  the  budget  does  not  provide  the 
stimulus  the  construction  industry  would  like;  nor  does  it 
eliminate  the  deficit;  nor  does  it  include  provisions  for  the 
best  stimulus  of  all,  tax  cuts — in  fact,  quite  the  contrary. 
The  consumption  tax  will  go  up  to  5%,  and  many  exemp- 
tions are  ending,  which,  in  effect,  amounts  to  increases. 

Japan  has  exported  its  high-cost  production  to  Indo- 
nesia, Malaysia  and  China;  its  trade  surplus  with  the  U.S. 
has  increased — soaring  148%  in  the  last  year;  and  Japan 
has  continued  to  have  a  high  rate  of  domestic  savings, 
despite  low  interest  rates  (which  makes  the  U.S.  Treasury 
unhappy).  These  are  all  signs  of  economic  recovery, 
though  this  appears  to  be  export-led  rather  than  fiieled 
by  an  increase  in  domestic  buying,  as  we  had  hoped. 

The  strong  U.S.  dollar  has  helped  produce  Japan's  recent 
trade  surplus,  but  another  factor  was  the  77.5%  increase  in 
auto  exports  to  the  U.S.  in  January.  Again,  look  below  the 
surface.  Many  of  these  autos  are  either  assembled  or  made 
in  the  U.S.  Moreover,  this  increase  reflects  the  preference 
of  the  marketplace:  Many  Americans  prefer  Japanese  cars. 

Japan  is  starting  to  recover  in  ways  besides  export 


SaSINGLY  STRONG 

growth.  The  mistakes  of  the  Ministry  of  Finance  that 
caused  the  huge  speculation  bubble  are  not  likely  to  be 
repeated.  The  government  is  finding  ways  to  help  banks 
that  sustained  great  losses  through  improvident  loans  on 
overpriced  real  estate.  The  political  situation  precludes 
direct  financial  assistance,  but  creative  manipulation  of 
interest  rates  and  continued  high  deposits  have  helped. 

The  construction  industry,  also  hard  hit,  will  have  to  wait 
a  bit  for  government  relief  because  the  government's  fiscal 
needs  forbid  any  large,  new,  stimulative  expenditures.  Still, 
private  construction  is  visibly  increasing  all  over  Tokyo. 

Many  Factors  Bode  Well 

A  recent  U.S.  Information  Agency  poll  shows  that  75% 
of  Japanese  have  a  favorable  view  of  the  U.S.  and  that 
43%  expect  the  U.S.  to  be  Japan's  closest  economic  part- 
ner in  the  21st  century.  (Incidentally,  the  recent  news  that 
China  is  increasing  its  military  budget  by  nearly  13% 
brought  Japan  no  comfort.)  Japan's  biggest  industries 
show  no  indication  of  slowing  their  remarkable  growth. 
Matsushita  Electric,  Toshiba,  Hitachi,  Canon,  Ricoh, 
NEC  and  others,  as  well  as  the  large  advertising  agencies 
of  Hakuhodo  and  Dentsu,  continue  to  flourish,  ^vith  high 
sales  at  home  and  abroad.  One  of  the  reasons  Japanese 
companies  are  so  successfial  is  that  they  continue  to 
devote  large  amounts  of  resources  to  the  research  and 
development  of  new  technological  wonders  in  informa- 
tion technology,  communications  and  entertainment. 

The  deep  fall  in  real  estate  prices  has  helped  many  fam- 
ilies afford  decent  housing.  And  despite  the  disintegra- 
tion of  the  old  rule  of  guaranteed  life  employment, 
unemployment  and  inflation  are  relatively  low  by  our 
standards.  Only  taxes  are  too  high. 

Japan  is  a  vibrant  society,  with  an  increasing  number  of 
youthfijl  executives  and  great  opportunities.  It  has  experi- 
enced astonishing  growth  and  development  over  the  past 
half-century,  and  nothing  we  saw  indicates  any  loss  of  the 
spirit  and  hard  work  that  have  produced  this.  These  points 
argue  strongly  for  us  to  have  a  greater  understanding  of, 
and  sensitivity  toward,  Japan.  Of  course,  some  of  its  trade 
practices,  among  other  things,  cause  fiiction.  But  we  need 
Japan  and  our  close  security  ties,  and  Japan  needs  us — 
especially  considering  the  potential  problems  in  this  part  of 
the  globe  fi-om  emerging  powers  such  as  China.  H 
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Invented  transistor  fifty  years  ago.  Made  modern  electronics  possible  (TVs,  radios,  computers, 
cell  phones,  foot  massagers,  etc.).  New  Bell  Labs  innovation:  56  Kbps  modem  chip  set  from  our 
Microelectronics  Group.  Can  make  Internet  access  twice 
as  fast  over  regular  phone  lines.  (Think  jet-powered 
surfing  on  Net.)  Seven  of  top  ten  modem  makers 


Lucent  Technofogies 

"^fc*  innovations 


already  use  our  chips.  (Expect  other  three  to  call  Murray H7;f'w"r"n^!f,'^^''""'' 

h,/  / ;  0"974 -  0636 
^"P'^^^H'.Jucent.com 

any  moment.)  To  learn  more,  check  our  Web  site.  ^"^*^-4-Lucent 


We  make  the  things  that  miake  communications  work'. 


©1997  Lucent  Technologies 
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My  life  as  a  slumlord 


BY  WILLIAM  6REEN 


Rotting  food, 
unflushed 
toilets, 
dissonant 
jazz:  Nothing 
bugged  Kim. 


When  I  was  19  and  my  brother  was  22,  we 
decided  to  become  property  tycoons.  It  was  the 
late  1980s.  In  those  days,  if  tliere  was  one  thing 
you  knew  to  be  true  it  was  that  you  couldn't  lose 
in  real  estate.  Remember?  So  we  bought  a  r\vo- 

  bedroom  high- 

°  rise  apartment 
in  Manhattan. 

The  property 
market  implod- 
ed just  months 
later.  Desperate 
for  a  tenant  we 
rented  the  place 
to  a  couple  of 
quiet,  well-man- 
nered 22 -year- 
old  women  at  a 
cut-rate  price. 
After  making 
our  mortgage 
payments,  we'd 
be  out  $1,000  a 
month. 

It  got  worse. 
Within  days 

one  of  the  women  moved  out,  complaining  that 
the  other  was  snorting  too  much  cocaine.  She 
also  mentioned  that  her  roommate,  Kimberly, 
supposecily  an  actress,  was  really  working  in  a 
strip  joint. 

Kimberly  soon  stopped  paying  rent.  Now  we 
were  out  $3,000  a  month. 

We  talked  of  going  to  court,  but  discovered 
that  in  New  York,  where  the  law  is  stacked 
obscenely  in  favor  of  tenants,  it  could  take  more 
than  a  year  to  get  her  out.  We  considered 
changing  the  locks  on  her,  but  our  lawyer  let  us 
know  this  was  illegal.  If  we  threatened  her,  Kim- 
berly could  get  a  court  order  keeping  us  away 
from  our  own  apartment.  Our  concierge  rec- 
ommended having  Kimberly  beaten  up,  but  tliis 


Stick  in  the  mud 


BY  PHER  SPIEGEL 


Admitting 
you  can't 
drive  a  stick 
is  like 
confessing 
you're  not  a 
real  man. 


Last  month  a  friend  invited  me  to  an  all- 
expenses-paid  weekend  at  the  Richard  Petty 
Driving  Experience  in  Charlotte,  N.C.  It  was 
the  best  vacation  offer  I'd  received  in  a  long 
time.  Two  days  of  driving  stock  cars  at 
IZOmph  at  the  Charlotte  Motor  Speedway — 
a  course  that  normally  costs  $2,200. 

I  paused,  mumbled  something  about  check- 
ing my  schedule  and  hung  up.  I  was  embar- 
rassed to  admit  the  real  reason  I  couldn't  take 
him  up  on  his  offer. 


didn't  sound  legal  either. 

We  needed  to  do  something  drastic  but 
subde.  So  my  wife  and  I  moved  into  the  second 
bedroom,  becoming  roomies  with  the  coke- 
snorting  stripper.  Our  game  plan:  to  make  Kim- 
berly's  life  as  miserable  as  she  had  made  ours.  I 
left  rotting  food  in  the  kitchen,  left  the  toilet 
unflushed,  repainted  the  apartment  in  the 
middle  of  the  night,  played  loud,  dissonant  jazz 
constandy. 

Kimberly  ignored  us — and  went  on  living 
rent-free.  By  now  I'd  developed  a  twitching  eye. 
My  wife  and  I  were  sickened  by  our  living  con- 
ditions. Finally,  on  the  advice  of  a  law}'er,  I  trans- 
formed myself  into  a  vicious  slumlord.  "One  of 
these  days,"  I  snarled,  "you're  going  to  come 
home  and  find  all  of  your  things  on  the  street." 

It  worked.  After  hitting  me  on  the  head  and 
threatening  me  with  an  unpleasant  death,  Kim- 
berly strewed  the  hallway  with  trash  and 
stomped  out  for  good. 

We  had  other  tenants,  better  than  Kimberly 
but  still  difficult  and  nasty.  My  brother  and  I 
finally  called  it  a  day.  Last  month  we  sold  the 
apartment  at  a  $30,000  loss. 

What  will  we  do  with  the  proceeds?  Well,  the 
stock  market's  been  going  up  for  years  now. 
They  say  you  just  can't  lose  if  you  invest  in  the 
s&p  500. 
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I  can't  drive  a  stick. 

My  father  can't  ride  a  bicycle,  but  he  wears 
that  like  a  badge  of  honor,  a  sign  of  his  rough- 
and-tumble  days  growing  up  in  Brooklyn.  Who 
rides  a  bike  when  you  can  take  the  subway.' 
There  is  no  such  excuse  for  not. being  able  to 
drive  a  stick  shift:.  It  is  like  revealing  you  don't 


know  how  many  home  runs  Roger  Maris  hit  in 
1961  (a  record-setting  61 ). 

My  friend's  back  from  Petty 's  driving  school. 
"You  missed  a  hell  of  a  ride,"  he  said,  rubbing 
it  in.  But  it  wasn't  all  a  bed  of  roses.  Seems  that 
he  had  problems  getting  his  car  into  first  gear; 
he  kept  stalling  in  pit  row. 


Catch  the  jolt 


BY  ELIZABETH  A.  AMERY 


How  do  you 
take  your 
caffeine?  With 
water,  orange 
juice  or  beer? 


I've  got  a  new  vice:  drinking  Redhook  Dou- 
bleblack  Stout,  a  bold  beer  made  with  six  kinds 
of  malted  barley  and — get  this— a  shot  of  Star- 
bucks coffee.  As  soon  as  I  heard  about  it,  I  had 
to  check  it  out. 

Doubleblack  Stout  is  a  joint  venture  of  Seat- 
tle-based Redhook  Ale  Brewery,  which  is  25% 
owned  by  Anheuser-Busch,  and  Starbucks 
Coffee  Co. 

That's  doubly  trendy:  microbrew  and  coffee. 
Coffee  is  hot  these  days — no  matter  what  it's 
mixed  with.  PepsiCo  is  testing  Pepsi  Kona,  a 
blend  of  cola  and  coffee.  Beverage  Alternatives, 


a  Fort  Lee,  N.J.  firm,  has  introduced  Edge20, 
spring  water  with  caffeine,  and  now  plans  to 
launch  Edge20J,  a  caffeinated  orange  juice. 

Okay,  but  you  probably  want  to  know  what 
that  beer/coffee  combination  tastes  like.  I  was 
taken  aback  by  the  dark,  almost  ebony  color, 
but  the  bittersweet  stout  had  a  surprisingly 
smooth  texture.  When  I  got  home  that 
evening,  1  was  so  wired  1  cleaned  the  kitchen, 
washed  some  clothes  and  watched  two  hours 
of  television. 

Drawback:  When  1  finally  hit  the  sack,  1 
tossed  and  turned  all  night.  H 
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James  Barkocy,  economist 
at  Brown  Brothers  Harriman, 
estimates  tliat  Americans 
were  spending  at  a  rate  of 
$4.8  trillion  (annualized)  in 
1997's  first  quarter,  if  so, 
spending  is  up  5.4%  from  the 
fourth  quarter  of  1996,  a 
level  of  increase  that  hasn't 
been  seen  since  the  first 
quarter  of  1992.  Barkocy 
thinks  that  consumers  will 
slow  down  their  buying 
during  the  rest  of  the  year. 
He  expects  consumer  spend- 
ing in  1997  to  end  up  3.3% 
higher  than  in  1996. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  n&N  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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Competitors  have  bumped  Exxon  from  its  spot  as  the  most  profitable  of  the  Seven 
Sisters.  Exxon  responds  by  stepping  up  capital  spending. 

The  tiger  is 
on  the  prowl 


Follow  the 
money 


By  Toni  Mack 

While  the  Royal  Dutch/Shell 
Group  and  Mobil  Corp.  spent  bil- 
lions of  dollars  on  liquefied  natural 
gas  projects,  Exxon  stayed  on  the 
sidelines.  Competitors  rushed  to  join 
hands  in  natural-gas  marketing  ven- 
tures. Exxon  sat  it  out. 

Exxon's  notorious  tightness  with 
the  capital-spending  dollar  long 
served  the  oil  giant  well. 
While  some  competitors 
lavished  money  on  proj- 
ects that  either  didn't 
pay  off  or  paid  a  low 
return,  Exxon  sat  tight, 
paying  generous  divi- 
dends and  buying  back 
27%  of  its  common 
shares  since  1983.  At 
the  oil  giant's  Irving, 
Tex.  headquarters,  re- 
turn on  capital,  not 
growth,  was  the  reli- 
gion. For  years  the 
$119  billion  (revenues) 
company  topped  its 
industry  in  profitability. 
Its  five-year  average 
return  on  capital  is 
11.1%,  compared  with 
the  other  majors'  aver- 
age 9.8%. 

What  Exxon  Chair- 
man Lee  Raymond  calls 
"the  relentless  pursuit 
of  efficiency"  has  in  five 
years  chopped  operating  costs  by 
$1.3  billion  and  staff  from  101,000 
to  79,000. 

But  while  Exxon  pinched  its  dol- 
lars, a  few  of  its  competitors  were 
growing  faster.  At  Royal 
Dutch/Shell,  Chairman  Cor  Herk- 
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Exxon  Chairman 
Lee  Raymond  is 
investing  in 
some  traditional 
areas,  but  he's 
also  pursuing 
more  exotic 
projects  in  Rus- 
sia, China  and 
Indonesia. 


stroter  expanded  oil  and  gas  output 
by  18%,  to  1.4  billion  barrels  last 
year,  while  Exxon's  output  stagnat- 
ed at  about  990  million  barrels. 
Now  that  growth  has  expressed 
itself  as  improved  profitability. 
Shell's  $8.3  billion  profit  in  1996 
represented  a  return  of  12.7%  on 
capital.  It  edged  past  Exxon's  12.5% 
return  from  a  $7.5  billion 
net. 

Lee  Raymond,  58,  is  re- 
sponding by  loosening  the 
company's  purse 
strings — 


but  carefully.  Blunt,  forceful  and 
competitive,  he  says:  "Once  you 
make  an  investment,  you've  got  those 
depreciation  charges  for  a  long,  long 
time.  If  you  let  your  standards  slip, 
the  next  investment  has  to  have  a 
higher  return  to  offset  it,  but  the 
competitive  environment  likely  isn't 
going  to  let  that  happen." 

Still,  the  time  has  come  to  spend 
more,  and  Exxon's  capital  budget  has 
climbed  from  less  than  $8  bilhon  in 
1994  to  $9.2  billion  last  year,  and 
will  swell  to  an  estimated  $  1 1  billion 
in  two  or  three  years,  predicts 
Lehman  Brothers  oil  analyst  William 
Randol. 

Exxon  needs  more  production. 
Alaska's  Prudhoe  Bay,  Bass  Strait  in 
Australia  and  other  key  Exxon  oil- 
fields are  in  irreversible  decline. 

Output    from  Exxon 


New  oil  in  old 
production  areas 
can  pay  off  hand- 
somely. One  North 
Sea  field  will  return 
to  Exxon  an  estimat- 
ed $278  billion  on 
a  $792  million 
investment. 


Exxon  has  shunned 
big  investments  in 
liquefied  natural 
gas  in  the  past. 
Now  it's  pursuing 
LNG  projects  in 
Yemen  and  possibly 
Indonesia. 


Exxon  IS  wading  into  the  vas 
deep— as  deep  as  8,000 
feet— in  the  Gulf  of  Mexico. 
Oil  development  costs  there 
have  fallen  by  two-thirds  in 
the  last  ten  years. 
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fields  now  in  production  will  drop 
20%  by  2007,  fi-om  1996's  2.7  mil- 
lion barrels  a  day,  estimates  Michael 
Lewis  at  Petroleum  Finance  Co. 

Much  of  the  exploration  budget  is 
flowing  into  some  of  Exxon's  old 
core  areas,  including  the  North  Sea 
and  Malaysia.  Raymond  is  lavishing 
$792  million  on  a  new,  170-million- 
barrel  Norwegian  field  called  Balder. 
Oil  experts  at  Wood  Mackenzie  Con- 
sultants think  this  investment  will  pay 
off  handsomely,  generating  $278  rnil- 
lion  in  cash  above  Exxon's  capital  and 
operating  costs  there. 

But  Exxon  is  also  dipping  into  less 
familiar  waters — some  very  deep.  In 
the  Gulf  of  Mexico,  Shell  and  British 
Petroleum  spent  millions  in  the  late 
1980s  and  early  1990s  to  develop  the 
technology  to  extract  oil  and  gas 
from  beneath  water  as  deep  as  a  mile. 
Having  let  them  pioneer  the  extrac- 
tion methods,  Exxon  is  moving  in. 
Deepwater  development 
costs  have  dropped  to  as 
litde  as  $3  per  barrel,  one- 
third  the  level  in  1987. 

So  Exxon  has  recently 
assembled  a  fairly  major 
leasehold  in  Gulf  waters  as 
deep  as  8,000  feet.  Exxon 
is  also  wading  into  anoth- 
er hot  new  deepwater  play 
off  Africa's  western  coast. 
Including  its  onshore 
acreage  there,  Raymond 
expects  Exxon  to  be 
pulling  at  least  170,000 


At  Sakhalin  Island,  off  Rus- 
sia's icy  eastern  shore,  Exxon 
has  30%  of  5  billion  barrels 
of  oil  and  gas— -and  some 
political  nsk  as  well. 
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barrels  a  day  from  West  Africa  short- 
ly afi:er  2000. 

Exxon  is  even  taking  some  unac- 
customed political  risks.  In  Russia  it 
holds  30%  of  three  fields  near  Sakhalin 
Island,  in  the  Sea  of  Okhotsk  off 
Russia's  eastern  shore.  Sakhalin  I,  as 
the  project  is  known,  is  estimated  to 
hold  5  biUion  barrels  of  oil  and  gas. 
At  peak  production  Exxon  could  reap 
65  million  barrels  a  year  from 
Sakhalin,  worth  roughly  $1.3  billion 
in  revenues  at  today's  prices. 

But  big  production  from  Russia  is 
for  the  future.  Russia  is  still  dicey. 
Exxon  is  one  of  the  few  outsiders  to 
have  coaxed  a  production-sharing 
agreement  from  the  Russian  legisla- 
ture. But  the  Sakhalin  fields  will 
require  $15  billion  in  investment 
and  several  years  to  develop,  and  in 
the  meantime  Exxon  faces  political 
instability  in  Moscow.  Exxon  and  its 
partners,  a  group  of  Russian  and 
Japanese  companies,  are  now 
only  drawing  development 
plans  and  drilling  a  few  wells  at 
Sakhalin.  So  Raymond  has  a 
few  years  to  decide  whether  to 
spend  the  big  development 
money  there.  As  he  said,  a  bad 
investment  penalizes  your 
results  for  years. 

In  Azerbaijan,  also  in  the  old 
Soviet  Union,  Exxon  holds 
rights  to  8%,  or  400  million 
barrels,  of  a  5-billion-barrel 
property  in  the  Caspian  Sea. 
But  this,  too,  is  tentative.  Get- 


rc 


ting  the  oil  out  will  involve  piping  it 
across  politically  precarious  turf  in 
Georgia  or  Russia. 

As  Raymond  is  going  slow  in 
Russia,  so  is  he  moving  cautiously  in 
regard  to  Exxon's  biggest  potential 
elephant,  the  massive  Indonesian 
natural  gas  deposit  called  Natuna. 
Exxon's  50%  share  of  Natuna's  46 
trillion  cubic  feet  of  gas  is  the  energy 
equivalent  of  nearly  4  billion  barrels 
of  oil.  However,  Natuna  contains 
over  three  times  as  much  carbon 
dioxide  as  gas,  enough  CO^  to  upset 
the  earth's  climate  if  it  escaped. 
Cracks  Raymond:  "We're  sitting 
atop  the  biggest  Perrier  source  on 
earth." 

Building  facilities  to  separate  out 
the  gas,  pump  the  CO^  back  into  the 
ground  and  carry  the  gas  to  market 
via  pipeline  or  tanker  would  take  at 
least  $11  billion  with  present  tech- 
nology. Exxon  couldn't  turn  a  profit 
on  that.  So  Natuna  remains  on  hold 
until  the  technology  gets  better. 

The  payoff  from  all  these  projects 
is  clearly  quite  some  time  into  the 
future.  They  will  not  yield  fast  results, 
but  oil  is  a  business  where  long-term 
strategic  thinking  is  essential. 

Second  only  to  oil  in  Exxon's  plans 
are  chemicals.  Exxon's  $11.4  billion 
in  chemical  revenues  would  rank  it 
third  in  the  industry  as  a  stand-alone 
company.  Chemicals  are  notoriously 
cyclical,  and  lately  the  industry  has 
been  a  drag  on  Exxon's  earnings.  The 
oil  outfits'  chemical  profits  are  cur- 


Exxon's  stake  in  Hong 
Kong's  China  Light  &  Power 
produces  a  healthy  profit, 
and  may  lead  to  more  proj- 
ects on  China's  mainland. 


Indonesia's  Natuna 
field  holds  a  mas- 
sive amount  of  nat- 
ural gas  but  even 
more  carbon  diox- 
ide. Exxon's  share 
is  50%. 
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Exxon's  chemical  unit 
would  rank  third  in  the 
industry  as  a  stand- 
alone company.  And  it's 
growing,  in  places  like 
Singapore  and  possi- 
bly China. 
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Behind  the  curve 

While  Exxon  kept  its  budget  tight,  com- 
petitors invested  for  growth.  But  its 
new  output  will  make  up  for  declines 
from  old  oilfields,  and  then  some. 


Return  on  capital 
14% 


'92       '93       '94       '95  '96 

*Amoco,  British  Petroleum,  Chevron,  Mobil, 
Royal  Dutch/Shell  and  Texaco. 


Exxon  production 

(millions  of  oil-equivalent  barrels  per  day) 
3.6 


Total  production    ^  ♦  •  High 


1996  2000E  2005E 


Sources:  Petroleum  Fmance  Co.  (old  fields);  Exxon. 


rently  dropping,  but  Exxon's  are 
falling  less  steeply  than  most.  That's 
because  many  of  Exxon's  chem.ical 
plants  adjoin  Exxon  refineries  and 
turn  the  refineries'  lower-value  prod- 
ucts, like  naphtha  and  propylene,  into 
higher-margin  products.  Other  oil 
companies  integrate  some  chemical 
plants  and  refineries,  but  none  on 
Exxon's  scale. 

At  places  like  Baytown,  Tex., 
Exxon  chemical  plants  upgrade 
propylene  into  polypropylene  for 
products  such  as  diapers  and  auto 
parts.  The  polypropylene  fetches  38 
cents  a  pound,  about  1 8  cents  above 
the  cost. 

Raymond,  a  Ph.D.  chemical  engi- 
neer himself,  clearly  believes  in  the 
industry.  He  has  more  than  doubled 
capital  spending  on  chemicals,  from 
$580  million  in  1993  to  $1.6  billion 
last  year,  and  has  boosted  tonnage 
produced  by  17%.  In  March  Exxon 
announced  plans  to  build  a  $2  billion 
petrochemical  complex  in  Singapore. 
The  complex  will  use  naphtha  and 
other  feedstocks  from  Exxon  refiner- 
ies in  Singapore  and  elsewhere  in  Asia 
to  produce  880,000  tons  a  year  of 
ethylene,  propylene  and  other  chem- 
icals. Raymond  is  also  studying  plans 
for  a  similar  refinery/chemical  com- 
plex in  China. 

It  may  surprise  you  to  learn  this, 
but  Exxon  is  one  of  the  world's 
biggest  nonutility  generators  of  elec- 
tric power.  In  Hong  Kong  it  owns 
60%  of  three  electric  power  plants 
managed  by  China  Light  &  Power; 


this  operation  generates  over  $300 
million  of  Exxon's  profit  a  year.  "I 
suspect  our  competitors  will  invest  [in 
the  power  business]  for  the  next  20 
years  and  they  won't  have  anything  as 
big  as  China  Light  &  Power,"  boasts 
Raymond. 

In  the  last  two  years  Exxon  has 
returned  55%  of  net  earnings  to 
shareholders  in  dividends.  In  March 
it  announced  that  it  would  buy  back 
more  stock,  but  the  stepped-up  capi- 
tal spending  means  that  the  overall 
payout  rate  may  drop  a  bit. 

Still,  financing  both  the  growth 
and  the  share  buyback  will  be  a 
breeze.  Cash  flow  at  Exxon  runs 
around  $13  billion  a  year,  and  it  has 
so  little  debt  that  it  could  pay  it  off 
with  a  single  year's  earnings  if  it  so 
wished. 

Raymond  is  on  firm  ground  when 
he  points  out  that  his  company 
begins  its  expanded  capital  spending 
from  a  strong  operational  base.  Says 
he:  "Before  you  can  talk  about  the 
future  in  this  industry,  you  need  a 
flawless  operation  to  begin  with. 
Then  your  operating  standards 
become  the  standard  for  evaluating 
fixture  projects." 

Michael  Kerr,  who  has  followed 
Big  Oil  for  a  decade  for  Los  Angeles' 
Capital  Group  money  management 
firm,  likes  the  careful,  disciplined 
Exxon  approach.  "Exxon,"  he  says, 
"has  a  long  history  of  reinvesting 
profitably  and  well,  with  no  writeoffs. 
History  says  that  you  can  trust  Exxon 
more  than  the  rest."  H 


China,  ai*ms 
and  oil 

"Somewhere  between 
2005  and  2010,"  predicts 
Exxon  Chairman  Lee 
Raymond,  "the  amount  of 
crude  oil  consumed  in 
Asia  will  exceed  the 
amount  consumed  in 
Europe  and  the  U.S. 
combined." 

Now  you  know  why 
Exxon  is  loosening  its 
purse  strings  to  develop 
large  new  sources  of  oU. 
Exxon  has  tied  up  the 


biggest  chunk  of  explo- 
ration acreage  that  China 
has  so  far  offered  to  out- 
siders, but  Raymond 
doubts  that  China  will  be 
able  to  produce  more  than 
a  small  fraction  of  its 
domestic  needs.  "They  vAW 
import  more  and  more  oil 
for  as  far  as  the  eye  can 
see,"  Raymond  thinks. 

Most  of  it  \\ill  have  to 
come  fi-om  the  Middle 
East.  The  U.S.  Energy 
Department  forecasts  that 
Middle  East  exports  of 
crude  and  refined  products 


to  China  will  swell,  from 
370,000  barrels  a  day  in 
1995  to  5  million  barrels 
in  2015.  By  then  India, 
Korea  and  the  rest  of 
developing  Asia  will  be  lap- 
ping up  1 1  million  barrels 
a  day  of  Persian  Gulf  oil.  ■ 

In  these  circumstances 
Asia  is  Big  Oil's  fastest- 
growing  market.  "The 
center  of  this  industry  is 
moving  to  the  Far  East," 
says  Raymond,  and  he  is 
positioning  Exxon  accord- 
ingly, with  large  invest- 
ments there. 


The  situation  poses  mil- 
itary dangers.  To  pay  for 
the  oil  it  needs,  China 
may  well  step  up  its  arms 
exports  to  volatile  areas. 
Since  1989  China  has  sold 
more  than  $1  billion 
worth  of  missiles  and 
other  weapons  to  Iran. 
Iraq  is  another  big  cus- 
tomer. In  1995  the  U.S. 
implored  China  to  scotch 
a  deal  to  build  X\vo  nuclear 
reactors  for  Iran.  China 
reportedly  said  it  would 
"suspend" — but  not  can- 
cel— the  deal.  — T.M.  Hi 
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The  Japanese  fell  behind  in  microprocessors — 
but  they  have  by  no  means  dropped  out. 

Counteirattack 


By  Neil  Weinberg 

Despite  all  Intel's  victories,  at  least 
one  Japanese  company,  Hitachi,  is 
still  very  much  a  factor  in  micro- 
processors. Last  November  Microsoft 
launched  Windows  CE,  a  slimmed- 
down  operating  system  for  handheld 
computers.  Guess  who  is  making 
most  of  the  chips  required?  Hitachi. 
Five  of  the  seven  companies  maldng 
the  handheld  computers  are  installing 
its  SH-3  microprocessors. 

This  little  Hitachi  chip,  which  lists 
for  about  $30,  is  no  match  in  power 
for  the  Intel  chips  in  desktop  com- 
puters. But  Hitachi  could  use  it  to 
penetrate  the  market  for  bigger,  more 
expensive  microprocessors.  In  the 
meantime  there's  a  lot  of  money  to 
be  made  in  chips  for  handheld  appli- 
ances, including  tiny  computers,  tele- 
phones and  other  electronic  gear. 

Tsugio  Makimoto  is  executive 
managing  director  in  charge  of 
Hitachi's  semiconductor  business, 
which  accounted  for  about  $8  billion 
of  Hitachi's  estimated  $67  billion  in 
revenues  last  fiscal  year.  He  explains 
the  strategy  with  palmtop  computers: 
"The  shift  in  the  1960s  was  to  main- 
frames, and  in  the  1980s  involved  PCs 
and  then  their  downsizing.  The  next 
shift  will  be  to  portable  devices  like 
handheld  PCs."  Bill  Gates  clearly 
agrees:  "The  handheld  PC  with 
Windows  CE  is  a  critical  mile- 
stone in  bringing  Windows  to 
new  categories  of  information  . 
devices,"  Gates  said  recently. 

The  Japanese  may  have  been 
asleep  on  the  switch  to  PCs — but 
they're    awake    now.  "Hitachi 
expects  its  microprocessors  to  play  a 
leading  role  in  portable  devices,"  says 
Makimoto.  "We  want  microcomput- 
ers to  become  the  main  pillar  of  our 
semiconductor  business." 

Hitachi  got  into  the  so-called 
embedded  microprocessor  business  in 
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the  1970s.  This  is  not  a  great  busi- 
ness. The  chips  regulate  washing 
machine  motors,  microwave  ovens, 
automobile  brakes.  Mundane  stuff. 

By  1990  Makimoto  and  colleagues 
decided  the  future  belonged  to 
"nomadic"  devices  that  allow  people 
to  do  on  the  move  what  previously 
had  to  be  done  at  a  desk  or  other 
fixed  location.  So  Hitachi  created  a 
new  processor  architecture,  based  on 
reduced  instruction  set  computing.  A 
RISC  chip  takes  smaller  steps  than  one 
with  a  complex  instruction  set,  but  it 
takes  them  faster. 

Hitachi  took  the  Rise  idea  a  step 
further,  reducing  not  only  the 
instruction  set  but  also  the  instruc- 
tion length,  cutting  it  from  the  stan- 
dard 32  bits  to  16.  Result:  less 
power  consumption,  crucial  in 
nomadic  devices  like  cellular 
phones.  Hitachi's  SH-4 
chip  will  do  300  million  ^' 
instructions  per  second,  / 
about  the  same  as  a  Pen-  ■ 
tium.  No,  you  couldn't 
use  the  Hitachi  chip  to 
run  software  (like  Win- 
dows) designed  for  an 
Intel-style  chip.  But  it's 
great  for  many  hot  items 


SH  chips  go  into  Sharp's  Zaurus  per- 
sonal digital  assistant,  Matsushita's 
video  printer.  Pioneer's  DVD  player 
and  Hitachi's  satellite  TV  set-top  box. 

Makimoto  expects  sales  of  the  SH 
line  to  rise  sevenfold  over  the  next 
four  years,  to  $1.1  billion,  and  to 
help  bring  in  another  $5  billion  in 
sales  of  ancillary  chips,  including 
memory,  logic  and  peripheral  chips. 

Texas  Instruments  is  big  in  digital 
signal  processors,  which  code  and 
decode  audio,  video  and  modem 
signals.  Hitachi  is  going  after  TI, 
too.  Later  this  year  it  plans  to  start 
selling  a  chip  that  combines  signal 
processing  with  additional  logic 
functions. 

Other  Japanese  firms  are  finding 
ways  to  boost  chip  performance, 
reduce  power  consumption  and/or 
lower  costs  in  electronic  items  by 
merging  different  functions  on  a 
single  piece  of  silicon.  Fujitsu  is 
taking  this  approach  to  chips  for  TV 
set-top  boxes.  NEC  is  using  it  to 
design  chips  for  everything  from  tele- 
phones to  workstations. 

Intel  is  responding  with  a  Windows 
CE  version  of  its  low-power  486 
microprocessor.  It  knows  flill  well  that 
while  the  Japanese  may  have 
fallen  behind  in  micro- 
processors, they  have 
not  disappeared.  H 


Hitachi's 

Tsugio  IVIakimoto 
"Our  microproces- 
sors will  play  a 
leading  role  in 
portable  devices." 


Though  it's  not  called  a  bank,  what  General  Electric  has  built  is  one  of  the  world's 
biggest  banks.  Apparently  what  works  in  manufacturing  works  in  financial  services. 

Blowing  bubbles 


By  Dyan  Machan 

"People  wander  the  halls,  murmur- 
ing, 'I  want  to  be  a  bubble,'"  jokes 
Michael  Fraizer,  who  runs  General 
Electric  Capital  Services'  consumer 
savings  and  insurance  group,  one  of 
its  bigger  bubbles. 

Wliat's  a  bubble  and  what's  so  hot 
about  becoming  one?  It's  the  way  a 
manager  makes  his  mark  at  ge  Capital. 
GE  Capital  is  a  collection  of  27  separate 
businesses,  imited  only  by  the  fact  that 
in  every  case  the  raw  material  is  money. 
Each  of  these  businesses  fosters  other 
businesses.  When  one  of  these  smaller 
lines  hits  $25  million  Ln  aftertax  earn- 
ings, it  becomes  a  full-fledged 
bubble — so  called  because  GE  Capital's 
organization  chart  shows  operating 
segments  radiating  away  from  the  cen- 
tral core  like  so  many  bubbles. 

Put  together,  GE  Capital's  bubbles 
are  one  of  the  fastest-growing  parts  of 
Jack  Welch's  $79  biUion  General 
Electric  Corp.  They  contributed  more 
than  38%  of  the  parent's  $7.3  billion 
in  aft:ertax  income  in  1996.  If  it  were 
an  independent  company,  GE  Capital's 
$33  billion  in  revenue  would  rank  it 
17th  on  the  1997  Forbes  Sales  500, 
ahead  of  Citicorp.  Its  $2.8  billion  in 
aftertax  earnings  would  put  it  in  the 
top  25  of  the  Forbes  Profits  500, 
ahead  of  Hewlett-Packard,  Berkshire 
Hathaway  and  Microsoft:. 

Do  you  have  mortgage  insurance.^ 
One  of  GE  Capital's  bubbles  likely 
underwrote  it.  A  store  credit  card.>  GE 
Capital  is  big  here.  There's  a  10% 
chance  that  the  airplane  you  fly  in  is 
owned  by  GE  Capital,  the  largest 
owner  and  lessor  of  commercial  air- 
craft. It  is  also  the  largest  lessor  of 
railroad  cars,  and  of  containers. 

Way  back  in  1933  GE  Capital  was 
started  to  help  hard-pressed  con- 
sumers finance  the  purchase  of  refrig- 
erators and  washing  machines  and  the 
like,  but  it  was  under  Jack  Welch  and 
GE  Capital's  chairman,  Gary  Wendt, 


that  it  has  emerged  as  one  of  ge's 
mightiest  money  machines. 

"We  began  [branching  out]  by 
financing  other  manufacturers  for 
trucks  and  tractors,"  says  Wendt,  55. 
"Then  we  realized  there  are  institu- 
tions called  banks,  so  how  about 
receivable  inventory  financing?  Then 
came  private  credit  cards.  A  new 
market  was  developing  in  financing 
airplanes.  We  got  into  that." 

Of  GE  Capital's  growth,  Wendt 
says,  "It  was  evolutionary." 

Evolutionary — but  revolutionary. 
Other  big  corporations  had  finance 
arms,  but  few  extended  them  beyond 
financing  their  own  products.  Gener- 
al Motors  Acceptance  Corp.  was  once 
far  bigger  than  GE  Capital,  but  it 
stuck  close  to  automobiles.  In  1993 
GE  Capital  surpassed  GMAC  in  total 
assets  and  today  is  twice  as  big. 

What  is  extraordinary  about  GE 
Capital  is  that  it  is  a  huge  success  in  a 
business  that  is  only  distantly  related 
to  ge's  basic  businesses.  How  many 
manufacturing  companies  can  suc- 
cessfully run  a  bank?  But  then  how 
many  companies  have  so  successfiilly 
blended  big-company  strength  with 
small-company  entrepreneurial  vigor? 

Wendt  explains:  "We  tell  [our 
managers]:  'You  folks  in  middle- 
market  equipment  financing  can 
grow  at  least  20%  this  year' — and  let 
them  find  themselves  in  the  world. 
That  is  the  difference  between  us  and 
other  financial  institutions." 

The  goals  Wendt  sets  are  not 
modest:  ge's  consolidated  financial 
insurance  group  has  been  told  to 
increase  earnings  90%  in  1997.  "If  I 
committed  to  25%,  I'd  go  home  at 
4:30  p.m.,"  says  Michael  Fraizer.  "If 
I  commit  to  this  number  [90%],  I've 
got  to  be  creative." 

GE  Capital's  president,  Denis 
Nayden,  and  Wendt  talked  with 
Forbes  about  some  of  their  more 
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promising  businesses.  One  lias  been 
spawned  by  its  Financial  Guaranty 
Insurance  Company  Group,  which 
guarantees  interest  on  municipal 
bonds.  This  is  a  slow-growth  busi- 
ness, but  GE  Capital  uses  it  as  a  door- 
opener  to  state  and  local  govern- 
ments. The  new  unit  helps  these 
governments  find  insurance,  bill  and 
collect  taxes  and  manage  money.  GE 


Capital  figures  it  can  get  a  big  chunk 
of  the  $1  trillion  that  local  govern- 
ments spend. 

Taking  advantage  of  a  market  in 
turmoil,  GE  is  also  entering  the  dead- 
beat  business — lending  to  less-than- 
good  credit  risks.  Most  lenders  in  this 
segment  are  running  for  cover  or 
headed  for  the  rocks  (Forbes,  July 
15,  1996).  But  GE  Capital  is  attracted 


by  the  wide  spreads  between  its  low 
cost  of  borrowing  and  what  it  can 
charge  these  poor  credit  risks. 

For  much  of  its  history  GE  Capital 
had  an  advantage  over  many  rival 
moneylenders:  It  could  borrow  more 
cheaply  than  they  could,  piggybacking 
on  the  parent  company's  AAA  credit 
rating.  This  advantage  has  dwindled 
somewhat.  "Securitization  is  making 
capital  available  to  everybody  at  about 
the  same  price  we  get  it,"  grouses 
Wendt.  But  GE  Capital  hopes  to  avoid 
any  profit  squeeze  by  moving  deeper 
into  specialty  areas,  such  as  logistics 
management  and  medical  systems 
financing,  where  margins  are  higher. 

"We  try  hard  not  to  finance 
straight,  basic  stuff,"  says  Wendt. 
"Instead  of  just  leasing  a  van,  we'll 
bring  it  to  you,  give  it  new  tires,  and 
drop  it  off  in  Portland.  Sure,  we'll 
charge  you  a  Utde  more,  [but]  it's  the 
push  toward  service — and  we  don't 
just  mean  being  friendly." 

The  search  for  new  financing  prod- 
ucts has  made  GE  Capital  a  frequent 
acquirer.  "GE  Capital's  official  lie,"  says 
Nicholas  Heymann,  an  analyst  at 
NatWest  Securities,  "is  that  80%  of  its 
growth  will  be  internal  and  the  rest 
from  acquisition."  Heymann  points 
out  that  GE  Capital  has  actually  bought 
its  way  into  some  of  its  growth  markets. 
In  1993,  for  example,  it  had  just  one 
annuity  product,  distributed  through 
banks,  and  $525  million  in  deposits. 
Last  year,  after  9  acquisitions,  costing 
$6  billion,  it  has  14  major  annuity 
products,  1 3  distribution  chamiels  and 
$5.2  billion  in  deposits.  In  1996  alone, 
GE  Capital  made  44  acquisitions,  cost- 
ing $16  billion. 

In  case  you  haven't  noticed,  all  this 
gives  GE  Capital  yet  another  advan- 
tage. While  financial  stocks  have  been 
hot  the  past  couple  of  years,  they  still 
trail  the  market  in  price/earnings  val- 
uations. (J. P.  Morgan  and  Citicorp 
sell  at  12  to  14  times  earnings.) 
Because  GE  Capital  provides  services 
in  addition  to  financing,  it  is  seen  as 
having  some  of  the  characteristics  of 
management  consulting  firms,  which 
trade  at  much  higher  multiples.  For 
that  reason  and  because  it  is  backed 
by  GE,  GE  Capital's  financial  earnings 
are  capitalized  in  the  market  at  an 
estimated  16  times  earnings,  says 
NatWest's  Heymann.  H 


Gary  Wendt, 
chairman  of  GE 
Capital  Services 
"We  began 
[branching  out]  by 
financing  other 
manufacturers 
for  trucks  and 
tractors.  Then  we 
realized  there  are 
institutions  called 
banks,  so  how 
about  receivable 
inventory 
financing?" 


Forbes  ■  April  21,  1997 


47 


It  pays  to  be  a  pal  of  the  Vice  President  of  the  U.S. 
But  you  also  need  a  good  product— 
as  William  Haney  III  is  discovenng. 


Molten 
meltdo^m 


By  Elizabeth  A.  Amery 

William  Haney  hi  and  his  company 
made  $122,000  in  political  contribu- 
tions over  the  past  decade.  A  particu- 
lar beneficiary  has  been  Haney's  old 
pal,  Veep  Al  Gore,  but  other  Demo- 
crats (and  a  few  Republicans)  bene- 
fited, too. 

The  Administration  showed  its 
gratitude.  Since  1993  Haney's  toxic 
waste  cleanup  company.  Molten 
Metal  Technology,  Inc.  of  Waltham, 
Mass.  has  received  more  than  $30 
million  in  subsidies  from  the  Depart- 
ment of  Energy.  The  subsidies  helped 
push  Molten  Metal's  stock  from  14  a 
share  when  it  went  public  in  1993  to 
nearly  40.  Al  Gore  helped  send  the 
stock  flying  when  he  called  Molten 
Metal  "a  shining  example  of  Ameri- 
can ingenuity." 

At  the  stock's  peak  Haney's  5  mil- 
lion shares  had  a  paper  worth  of 
nearly  $200  million. 

In  "The  Veep's  pal"  (Jan.  22. 
1996)  this  magazine  suggested  that 
Molten  Metal's  waste  disposal  process 
was  economically  impractical. 

The  government  now  apparently 
agrees.  Last  October  the  Energy 
Department  announced  it  would 
give  Molten  Metal  just  $8  million 
for  research  through  March  1997. 
This  was  $12  million  less  than 
Haney — and  Molten  Metal's  sup- 
porters on  Wall  Street — had  expect- 
ed. Within  a  day  the  stock  sank  49% 
in  value,  to  14/4.  The  stock  recently 
traded  under  9. 

Molten  Metal  has  a  waste  cleanup 
technology  called  Catalytic  Extrac- 
tion Processing,  or  CEP.  As  we  point- 
ed out,  the  process  was  never  com- 
mercially viable.  Last  year  the 
business  lost  an  estimated  12  cents  a 
share  on  revenues  of  $84  million. 


Molten  Metal  still  has  a  contract 
from  the  Energy  Department  for  the 
Hanford  nuclear  waste  cleanup  proj- 
ect in  Richland,  Wash.  This  gives 
Molten  Metal  and  its  partner  in  the 
Hanford  deal,  Lockheed  Martin,  the 
right  to  compete  for  some  $5  billion 
of  long-term  work  on  the  project. 

Haney  is  facing  some  other  prob- 
lems. The  Energy  Department's 
Inspector  General's  Office  continues 
to  investigate  the  circumstances 
under  which  Molten  Metal  was 
awarded  some  lucrative  government 


M  .v'illiam  Hane,  \,.    o  one  of  his  toxic  waste  processors 

Al  Gore  helped  boost  the  stock;  real-world  economics  brought  it  down. 


Molten  Metal  is  struggling  to  prove 
it  can  exist  without  taxpayer  hand- 
outs. It's  building  a  $30  million  CEP 
chemical  waste  plant  for  Hoechst 
Celanese  in  Bay  City,  Tex.  that  is 
scheduled  for  completion  this 
summer.  The  company  has  also 
started  to  process  radioactive  mate- 
rials at  a  plant  in  Oak  Ridge,  Tenn. 

But  Molten  Metal  is  scaling  back. 
Other  company  projects  in  Japan 
and  Europe  have  been  postponed. 
Sighs  Benjamin  Downs,  Molten 
Metal's  chief  financial  officer:  "We 
had  undertaken  .  .  .  more  than  we 
could  handle." 


contracts. 

On  Feb.  12  a  stockholders'  class 
action  suit  was  filed,  charging  that 
Haney  and  other  company  officials 
gave  unrealistically  rosy  projections 
about  .Molten  Metal's  prospects  to 
investors  in  1995  and  1996. 

Haney's  net  worth  has  dwindled, 
but  it  certainly  has  not  vanished.  He 
managed  to  cash  out  86,000  shares 
at  around  35.  Many  of  Molten 
Metal's  directors  have  also  been  big 
sellers. 

It's  not  every  day  you  can  get  the 
Vice  President  of  the  United  States  to 
plug  your  stock.  M 
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E  don't  just  make  better  software.  We  make  better  companies. 

do  that  by  giving  you  a  better  return  on  information.  A  better  return  on  information 
ms  meeting  customers'  needs  faster.  It  means  making  the  most  of  changes  in  the 
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letter  return  on  information  means  different  things  to  different 
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Wall  Street  has  sold  business  on  using  derivatives  to  manage  risk. 
The  insurance  industry  is  fighting  back  with  cheaper  packages 
for  hedging  against  currency  and  connmodity  price  swings. 

Who  needs  derivatives.^ 


By  Carolyn  T.  Geer 

After  WATCHING  Wall  Street  make 
a  fortune  selling  derivatives  such  as 
interest-rate  swaps,  the  insurance 
business  has  finally  decided  to  get 
into  the  risk-management  business 
itself.  And  why  not?  Gambling  aside, 
most  derivatives  are  used  for  manag- 
ing risk — insurance,  in  short. 

The  derivatives  market  exceeds  $60 
trillion  in  notional  principal  today. 
This  is  the  amount  used  to  calculate 
cash  flows  in  exchange- 
traded  and  privately  negoti- 
ated contracts.  A  company 
getting  paid  in  lira  for  deliv- 
ering widgets  to  an  Italian 
merchant  might  use  deriva- 
tives to  fix  a  dollar/lira 
exchange  rate  until  paid. 
Another  might  use  them  to 
turn  its  fixed-rate  debt  into 
floating-rate  debt. 

In  part  because  deriva- 
tives had  a  dicey  reputation, 
at  first  insurance  companies 
would  have  none  of  them. 
But  it  has  gradually  dawned 
on  this  cautious  industry 
that  risk  management  is  its 
business  and  that  it  can  be  better  at  it 
than  Wall  Street  has  been. 

High-profile  blowups  like  Procter 
&  Gamble's  derivatives  debacle, 
which  lost  it  $157  million  pretax, 
compelled  many  companies  to  look 
elsewhere  for  ways  to  hedge  risks. 

The  aggressive  and  innovative 
American  International  Group  Inc., 
Swiss  Re  Financial  Products  and 
Zurich  Centre  Group  are  now  offer- 
ing new  policies  that  cover  every  kind 
of  business  risk  a  corporation  faces — 
from  political  and  currency  risks  to 
more  m.undane  fire  and  casualty  risks. 

Explains  Steven  Gluckstern,  chair- 
man of  Zurich  Centre  Group: 
"Insurance  companies  are  in  the  risk- 
management  business,  and  if  your 


customer's  biggest  risk  is  interest  rate 
swings  or  the  price  of  oil,  you  have  to 
be  able  to  deal  with  that." 

Minneapolis-based  Honeywell 
Inc.,  the  $7.3  billion  (sales)  global 
controls  maker,  is  turning  to  insur- 
ance companies  for  managing  its  cur- 
rency risk.  More  than  one-third  of  its 
$770  million  in  operating  profit — 
$286  million — is  generated  abroad, 
primarily  in  Belgium,  Germany  and 


Canada.  Translating  those  currencies 
into  U.S.  dollars  can  wreak  havoc 
with  Honeywell's  earnings.  A  strong 
dollar,  such  as  we  are  experiencing 
now,  means  those  Belgian  francs  buy 
fewer  dollars,  and  Honeywell's  earn- 
ings— and  stock  price — take  a  hit. 

In  the  past  Hone)well  has  managed 
currency  risk  by  buying  derivative 
financial  instruments  from  Citibank, 
Chase  Manhattan  and  Union  Bank  of 
Switzerland.  In  1996  the  company 
carried  $1.1  billion  of  foreign  curren- 
cy exchange  contracts  on  its  books — 
forwards,  options  and  swaps. 

This  year  Honeywell  is  dumping 
the  derivatives  for  a  single  three-year 
insurance  policy  covering  property, 
liability,  workers'  compensation  and 


currency  exposures.  Honeywell  will 
absorb  all  losses  on  these  risk  cate- 
gories up  to  $25  million  or  $30  mil- 
lion per  year.  If  total  losses  exceed 
that,  the  insurance  kicks  in. 

Packaged  insurance  policies  like  the 
one  Honeywell  is  buying  are  good 
news  for  the  $269  billion  (premiums) 
property  and  casualty  insurance 
industry,  where  competition  in  tradi- 
tional lines  has  squeezed  profits.  New 


products  nearly  always  carry  better 
margins  and  are  badly  needed  in  an 
industry  showing  an  anemic  5% 
growth  in  operating  income  last  year 
and  3.6%  premium  growth. 

Packaged  insurance  policies  can 
save  money  for  customers,  too. 
That's  because  combining  risks  and 
insuring  them  over  extended  periods 
is  cheaper  than  buydng  separate  insur- 
ance policies  and  derivatives  to  cover 
individual  risks. 

Honeywell's  treasurer,  Paul  Saleh, 
says  his  company  will  save  at  least 
25%  on  insurance  costs  using  the 
new  policy.  Scott  Sanderson,  an 
insurance  broker  with  Johnson  & 
Higgins — just  merged  with  Marsh 
&  McLennan — who  designed  Hon- 
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ey well's  policy,  explains. 

Say  a  U.S.  company  wants  to  cover 
these  risks  in  a  given  year:  estimated 
workers'  compensation  losses  of  $12 
million  and  foreign  profits  of  150 
million  dcutsche  marks.  Computing 
the  probable  losses  from  each  risk, 
Sanderson  says  there  is  a  90%  certain- 
ty that  total  annual  losses  will  be 
under  $24.3  million. 

But  calculating  risks  jointly  cuts  the 
loss  estimate  to  $21.4  million.  That's 
because  different  exposures  can  offset 
each  other:  A  currency  gain  may 
negate  a  workers'  comp  loss. 


time  so  the  expected  loss  from  this 
risk  is  nil.  That  means  the  company 
has  paid  a  premium  of  $6.5  million 
above  expected  losses  to  protect  itself 

According  to  Sanderson's  calcula- 
tions, combined  currency  and  work- 
ers' compensation  losses  will  end  up 
exceeding  $12  million  only  3%  of  the 
time.  So,  some  or  all  of  the  $6.5  mil- 
lion is  wasted  97%  of  the  time. 

Now  replace  that  policy/derivative 
combination  with  a  straight  insurance 
policy.  The  company  shoulders  the 
expected  $12  million  in  annual  work- 
ers' comp  losses  on  its  own — the 


Further  efficiencies  kick  in  when 
risks  are  insured  over  a  number  of 
years  rather  than  for  annual  periods, 
as  is  t\'pical.  For  instance,  the  chances 
of  a  company's  workers'  compensa- 
tion loss  exceeding  $15  million  for 
five  years  running  are  much  less  than 
the  risk  of  having  such  a  loss  in  any 
one  year.  Over  time,  losses  revert  to 
the  levels  typical  for  the  industry — 
the  mean.  Over  a  five-year  period,  a 
company's  probable  losses  from 
workers'  comp  claims  are  $10  million 
less  than  over  five  one-year  periods. 

If  the  company  in  our  example 
were  to  buy  a  one-year  insurance 
policy  covering  all  its  workers'  com- 
pensation claims,  and  one-year  call 
options  on  the  deutsche  mark,  the 
protection  would  cost  $18.5  million. 

Probably  too  much.  Company 
losses  will  likely  total  $12  million  a 
year — all  from  workers'  comp  claims. 
Statisticians  say  there's  an  equal  prob- 
ability of  a  currency  gain  as  a  loss  over 


"deductible" — and  pays  the  insurance 
company  $1.7  million  per  year  to 
cover  any  losses  above  that.  Total 
outlay:  $13.7  million  a  year,  versus 
$18.5  million  for  the  traditional 
insurance/options  combination. 

A  side  benefit  to  combined-risk 
policies:  As  of  June  15,  the  SEC  will 
start  requiring  deri\'ati\'es-using  com- 
panies with  market  capitalizations  of 
more  than  $2.5  billion  to  estimate 
potential  future  losses  from  these 
financial  instruments  in  their  10-Ks. 
Comph'ing  widi  this  new  rule  will  cost 
$100.^000  per  company  on  currency 
risk  alone,  accorciing  to  one  estimate. 

Insurance  salespeople  have  anoth- 
er argument  against  the  use  of 
straight  derivatives.  The  Financial 
Accounting  Standards  Board  may 
soon  require  companies  to  mark  to 
market  all  derivatives  positions  they 
hold.  This  could  result  in  unnecessary 
earnings  volatility  anci  spook  the 
stock  market.  H 
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mves  tor.  Tke  very  adventurous  investor.  And  tkose  of  you  wko  are  a  little  of  totk.  Ask 
your  tmanci  al  advisor.  Call  1 -888-M  ANULIFE.  Or  vi  sit  www.manu  life  .com. 
Wketker  you  nee  d  a  401(k)  plan,  life  insurance,  mutual  funds  or  annuities,  you'll 
find,  we're  smart  company  f or'your  money.  ' 

DlJ  Manulife  Financial 

surantc  Company  o(  America,  Nortli  American  Security  (Jompany,  and  in  tlic  State  of  New  York,  First  Norlfi  American  Life  AssuranceCompAnJ' Ijascd  in  Rye.  Tile  securities  are  (ii^triliotetl  fey 
l.iiM:t,uily,  Inc..  ati<t  NASI.  Financial  Services,  Inc.,  or  otKcr  Lrofcer  dealers  lliercljy  appointed  Wood  Lo^an  A--.=ociales,  Inc.  provides  sales  and  marljelind  support.  100796CTC0iV  ©1996 


Michael  Haverty  aims  to  create  "the  Nafta  railroad." 

The  little 
irailroad  that 
hopes  it  can 


By  Jose  Aguayo 

Kansas  City  Southern  Industries, 
Inc.  owns  the  highly  successful  Janus 
and  Berger  families  of  mutual  hands. 
It  also  owns  the  2,900-mile  Kansas 
City  Southern  Railway.  Having  failed 
to  sell  the  railroad,  the  Kansas  City, 
Mo. -based  company  is  taking  a  huge 
gamble  to  salvage  it. 

"This  is  our  bread  and  butter,"  says 
Kansas  Cit}'  Southern  Railway  Chief 
Executive  Michael  Haverty,  slamming 
a  big  hand  on  a  map  of  Mexico. 

Quite  a  chunk  of  bread,  Mexico, 
and  the  key  to  Kcs'  survival.  Blocked 


fic  with  the  Texas  Mexican  Railway 
(owned  by  TMM  and  KCS)  and  other 
U.S.  lines. 

KCS  and  its  partners  will  pay  a  stiff 
price:  $1.4  billion.  The  size  of  the  deal 
raised  eyebrows.  Kansas  City  offered 
more  than  double  what  the  giant 
Union  Pacific  was  willing  to  pay. 

"We  thought  that  it  was  the  right 
price  at  the  time,  and  we  think  it's 
the  right  price  now,"  Haverty  tells 
Forbes.  He  claims  his  company  and 
its  partners  will  have  no  trouble 
financing  the  deal. 

Haverty  argues  that  within  five 
years  he  can  take  advantage  of  boom - 


to  the  east  and  west  by  bigger  rail- 
roads and  left  out  of  the  merger 
game  that  U.S.  railroads  have  been 
playing,  Kansas  City  Southern  is 
looking  to  the  south  for  new  markets. 

In  December  KCS  and  a  partner,  the 
Mexican  shipping  company  Trans- 
portacion  Maritima  Mexicana,  won  a 
bid  to  buy  fi-om  the  Mexican  govern- 
ment control  of  Mexico's  most  lucra- 
tive rail  Une.  The  line  all  told  accounts 
for  2,500  miles,  stretching  from 
Mexico  City  to  the  U.S.  border  at 
Laredo,  Tex.,  where  it  exchanges  traf- 


KCS'  Mexico  connectioi)^^'  ^ 


O 
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Source:  Secretaria  de  Comunicsciones  y 
Transportes  de  Mexico;  and  HCSI. 
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 Tracks  owned  by  Kansas  City  Southern 

•  •  •  •  •  Haulage/joint  trackage  rights  and  trackage  rights  options 
Competitors 
Pacifico  Norte  line 
A   Union  Pacific's  other  border  gateways 


Kansas  City 
Southern's 
Mictiael  Haverty 
He  has  taken  a 
huge  gamble  in 
Mexico — and  rival 
Union  Pacific  is 
crafty  and  tough. 
Then  again, 
Mexico's 
horrendous 
railway  service 
has  driven 
many  shippers 
to  trucks,  and 
Haverty  thinks 
he  can  lure 
them  back. 
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Write  down  everything  you  are  looking  for  in  a  custom  home.  Style, 
design,  craftsmanship,  comfort.  Be  specific  and  be  demanding. 

An  Acorn  home  is  everything  you  wartt  it  to  be.  Designed  by  our  on-staff 
architects,  constructed  ol-only  the  finest  materials  and  completed  vyith  ease. 
We've  been  building  custom  homes  since  1947.  Lefs  talk  about  yours. 

Call  800-727-3325  to  order  our  idea  book,  or  l^^i 
send  $20  to  Deck  House  Inc.,  Dept.  AFRB,  I^M 
930  Main  Street,  Acton,  MA  01720.       ACORN  lMH 

Acorn  is  u  division  of  Deck  Hotise,  Inc.  ©1997  WWW.acornS.com  TbcfcVa'kitill  lilc  in  an  Ai^nr 


If  you're  looking  for  the  right  place  to  close  the  deal,  have  your  people  call 
our  people.  Shutters  is  L.  A.  jr  only  luxury  hotel  on  the  sand.  Where  else  can 
you  negotiate  a  million-dollar  deal  hy  lunch,  then  negotiate  the  hike  path  in 
I  'ThiFJs^idinfiiotelso{th(FWoT)d'\^  the  afternoon?  And  for  schmoozing,  there's  our 
restaurant.  One  Pico.  Where  the  only  killer  fish  is  on  '^^^ 
the  menu.  Call  your  travel  agent  or  1 .800.334.9000.     S  lu  u  t  t  e  r  s 


ing  U.S. -Mexican  commerce  to 
increase  the  Mexican  railroad's  rev- 
enues from  $351  million  to  $941 
million,  and  its  operating  profit  from 
$50  million  to  $471  million.  "We 
will  be  the  Nafta  railroad,"  he  says. 

That  projected  margin  would  be 
higher  than  any  big  railroad  in  the 
U.S.  But  if  Haverty  can  manage  it, 
the  price  won't  seem  so  daunting. 

However,  KCS'  crafty  rival.  Union 
Pacific,  won't  be  sitting  still.  Union 
Pacific,  with  operating  revenues  over 
ten  times  those  of  KCS,  also  connects 
with  the  Mexican  line  at  Laredo,  and  it 
controls  about  90%  of  all  U.S. -Mexico 
rail  traffic.  A  Union  Pacific  spokesman 
confirmed  that  the  company  is  con- 
templating a  bid  for  Mexico's  Pacifico 
Norte  line,  which  connects  to  its  own 
line  at  Eagle  Pass,  Tex. 

Haverty  says  UP  will  gain  more  if  it 
agrees  to  exchange  traffic  with  his 
Mexican  line  at  Laredo  than  if  it  cuts 
KCS  out  entirely.  Even  if  UP  decides 
not  to,  there  is  enough  business  for 
everyone.  The  horrendous  service 
record  of  Mexican  railroads  has 
driven  many  shippers  to  trucks. 
Haverty  thinks  he  can  win  them  back. 

Clearly  Haverty  is  taking  huge 
risks — making  such  a  large  investment 
and  taking  on  powerfijl  Union  Pacif- 
ic. But  he  must  take  these  risks  if  his 
railroad  hopes  to  survive.  It  has  been 
a  shipper  of  coal,  grains  and  chemicals 
between  its  Kansas  City  hub  and  the 
Gulf  of  Mexico.  But  UP,  which 
merged  last  year  with  Southern  Pacif- 
ic, has  been  slashing  rates  and  divert- 
ing traffic  from  KCS'  lines.  KCS'  rev- 
enues have  been  flat  at  $500  million 
for  the  last  three  years.  Its  operating 
costs  divided  by  revenues  are  the  high- 
est among  the  nation's  large  railroads. 

Two  and  a  half  years  ago  Kansas 
City  Southern  Industries  inked  a  deal 
to  sell  out  to  rival  Illinois  Central,  but 
both  companies  backed  out  when 
Wall  Street  went  sour  on  the  deal. 

In  May  1995  the  board  hired 
Haverty,  now  52  and  a  former  presi- 
dent of  the  Santa  Fe  Railroad.  With 
four  generations  of  railroaders  in  his 
blood  and  an  M.B.A.  from  the  Uni- 
versity of  Chicago,  Haverty  is  a  for- 
midable antagonist.  "We  have  gone 
from  a  defensive  position  to  an  offen- 
sive one,"  he  says  with  the  air  of  a 
man  who  loves  a  fight.  H 
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Cherries  in  winter, 
peaches  in  spring.  It's 
not  the  weather  that's 
changed,  it's  the 
pacl<aging. 


Every  day,  at  36,000  feet,  a  global 
exchange  of  sorts  takes  place. 
Millions  of  freshly  picked  items  crisscross 
the  globe,  many  of  them  gently  nestled  in 
packaging's  version  of  a  first-class  seat  — 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseille. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
How  do  we  help  ensure  they'll  survive 
the  trip? 

Through  sophisticated  package  design. 
Whether  for  jet,  ship,  truck  or  rail  travel, 
our  packaging  is  always  custom  engineerec 
for  whatever  it's  asked  to  contain,  from 
fresh  juice  to  frozen  chicken.  In  the  last 
year  alone,  we  designed  over  44,000 
distinct  types  of  packaging. 
We  just  opened  a  state-of-the-art  packaging 
design  center.  This  commitment  to  innovatioi 
will  come  as  good  news  to  our  thousands 
of  customers.  And  to  anyone  who's  ever 
craved  fresh  strawberries  in  midwinter. 


INTERNATIONAL^)  PAPER 

We  answer  to  the  world. 


www.ipaper.com 


Can  a  dash  of  Sufism  improve  business? 
It  helped  turn  David  Overton's 
Cheesecake  Factory  into  a  highflier 
in  the  restaurant  world. 

Slice  of  life 


By  Ann  Marsh 


David  Overton  sits  amid  the  styl- 
ish lunchtime  bustle  at  his  flagship 
restaurant  in  Beverly  Hills.  But  the 
founder  of  the  Cheesecake  Factory 
looks  uncomfortable.  We'd  raised 
the  question  of  Sufism.  "It's  not 
something  I  generally  get  into,"  he 
says  of  the  mystical  Muslim  order. 

His  customers  line  up  for  the  fare, 
but  Overton's  belief  in  the  obscure, 
ancient  sect  permeates  his  business. 
At  his  18  locations  the  waiters  and 


waitresses  are  urged  to  dole  out  "a 
little  love"  along  with  heaping  plates 
of  food.  "Stream  of  Life"  murals  on 
the  ceilings  feature  Sufi  and  other 
religious  symbols.  To  optimize  each 
new  restaurant's  "birth  ciate," 
Overton,  50,  has  consulted  an 
astrologer.  He  has  used  numerology, 
as  well. 

Cheesecake  averages  $9.3  million 
in  annual  sales  per  restaurant — 
among  the  industry's  highest.  Other 


'  Give  elaborate  feasts^ 
be  gracious  wh^n  , 
entertaining^  ^/ 
and  be  generous 
to  your  guests. 

The  Way  of  Sttfi  Chivalry, 
^  llth  century 

Founder  David  Overton  and  staff 
"I  don't  have  time  to  turn,  but 
I  would  be  better  off  if  I  did." 


hot  eateries  like  Planet 
Hollywood  and  Rainforest 
Cafe  derive  up  to  40%  of 
per-restaurant  sales  from 
selling  junky  souvenirs. 
Cheesecake  gives  them  a 
run  for  their  sales  with  very 
little  merchandising. 

The  Cheesecake  Factory, 
concentrated  in  California 
but  spreading  across  the 
U.S.,  grosseci  $160  million 
last  year,  up  38%  over  1995, 
with  same-store  volume 
growing  by  $350,000  a  unit. 
This  year's  gross  should  sur- 
pass $200  million. 

There  are  two  interesting 
and  intertwined  stories  here. 
One  is:  How  did  a  Jewish  kid 
4^  from  Detroit  become  a  stu- 
dent of  Sufism.^  The  other  is: 
How  did  Overton  become  a 
runaway  success  in  the  over- 
^  crowded  and  over-competi- 
^  tive  restaurant  business.' 
■"M  The  answer  to  the  first  is 
easy:  comparative  religion 
studies  in  college.  The 
answer  to  the  second  begins 
with  his  mom.  Using  a  recipe  from  a 
local  paper,  Evelyn  Overton  made 
cheesecakes  for  friends  in  Detroit.  By 
the  late  Sixties  she  was  selling  50  a 
week.  Young  David  earned  a  penny 
for  every  cake  box  he  folded. 

Not  for  the  cholesterol-conscious. 
Cheesecake  Factory's  cakes  are  made 
like  New  York- style  cheesecake,  and 
come  in  some  40  varieties,  including 
tiramisu  and  Kahlua  Almond  Fudge. 
As  a  kid  Overton  wanted  out  of 
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Giving  In  To  Temptation  Could 
Be  A  Sign  Of  Weakness, 


Or  Pure  Strength, 


Request  your  Free  1997  Lincoln  Mark  VIII  Video 
Preview  Package  now.  Take  an  in-depth  look  at  this 
remarkable  automobile  and  see  how  the  exhilaration  of  a 
280-horsepower  InTech™  V-8  engine  is  blended  beautifully 
with  distinctive  styling  and  unique  ^37950* 
personal  luxury.  With  its  lengthy  list        MSRP.  Tax,  title  extra. 


*idents  only. 


of  standard  features  and  enticing  suggested  retail 
price,  Lincoln  Mark  VIII  is  one  temptation  worth  giving  in  to. 
Order  your  free  Video  Preview  Package  now  by  returning  the 
attached  card  or  calling  1  800  468-6699' 

I  LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


UP  &  COMERS 


Detroit.  After  college  he  fled  to  San 
Francisco,  dropped  out  of  law  school 
and  drummed  in  local  clubs.  He  per- 
suaded his  parents  to  abandon  Michi- 
gan for  southern  California.  Mom 
took  her  cheesecake  molds  along.  At 
27,  he'd  had  enough  of  the  music 
game:  "I  decided  to  stop  if  I  wasn't 
going  to  be  in  a  very  famous  rock  'n' 
roll  band." 

He  moved  south  to  help  out  his 
parents.  Together  they  opened  a 
restaurant  that  served  mom's  cheese- 
cake and  a  simple  one-page  menu  of 
hamburgers  and  salads.  Overton  went 
about  the  kitchen  as  if  planning  a  Sufi 
feast.  He  expanded  the  menu  from  1 
page  to  17  pages,  listing  more  than 
200  items,  including  Chinese,  Cajun, 
Italian  and  American  dishes. 

Overton  was  breaking  the  rules, 
but  he  didn't  Icnow  it:  A  key  to  keep- 
ing costs  down  in  the  restaurant  trade 
is  to  keep  the  menu  and  the  kitchen 
simple.  "Sometimes  your  naivete  is 
exactly  what  makes  you  successful," 
Overton  says. 

The  Cheesecake  Factory  can  go 
against  the  conventional  wisdom 
because  people  are  willing  to  pay  a  bit 
extra  for  the  ambience  and  the  variety. 
A  bakery  sideline,  catering  to  other 
restaurants  and  wholesalers,  does  $21 
million  a  year  and  is  growing.  At  the 
suggestion  of  a  Saudi  prince  living  in 
Beverly  Hills,  some  of  the  cheesecake 
is  exported  in  freezer  packs  to  Egypt 
and  Saudi  Arabia. 

"How  do  you  keep  that  all  togeth- 
er? You  need  a  philosophy  of  treating 
people,"  he  says.  Overton  wears  his 
Sufism  on  his  hand — a  heart-shaped 
diamond  with  bright  gold  wings  on 
the  sides — and  is  a  bit  apologetic  that 
he  doesn't  whirl  Uke  tlie  dervishes.  ( "I 
don't  have  time  to  turn,  but  I  would 
be  better  off  if  I  did.")  Lx)ok  closely  at 
the  cover  of  a  Cheesecake  Factory 
menu  and  you'll  find  a  small,  winged 
Sufi  heart. 

How  do  you  apply  religion  to 
employee  training?  At  Cheesecake's 
Calabasas  Hills,  Calif  headquarters. 
Executive  Vice  President  Linda  Can- 
dioty  sounds  like  a  motivational 
speaker.  "The  customers  come  in  to 
eat  and  pay  and  leave,"  she  tells  a 
bright-faced  group  of  about  30,  "but 
they  deserve  something  more.  It 
might  just  be  some  love." 


Overton  gives  his  workers  flexible 
hours  and  other  perks  like  pumpkin 
cheesecake  at  Christmas,  but  demantis 
a  fair  amount  in  return.  A  waiter  or 
waitress  must  memorize  every  ingre- 
dient in  the  more  than  200  dishes  so 
as  to  give  intelligent  answers  to 
inquiring  customers.  A  good  server 
makes  as  much  as  $40,000  a  year;  a 
general  manager  can  make 
$150,000 — plus  a  new  leased  BMW. 
Sufism  doesn't  prohibit  living  large. 
Thus  Overton's  employee  turnover 
rate  is  a  third  of  the  industry  average. 

Okay,  so  he's  managed  this  tricky 
recipe  at  18  locations.  Can  he  at  100? 
And  now  that  he's  gone  public,  can 
he  keep  shareholders  happy? 

"That's  the  million-dollar  ques- 
tion," says  A.G.  Edwards  &  Sons  Inc. 

^^The  customers  come  in  to 
eat . . .  but  they  deserve 
something  more.  It  might 
just  be  some  love." 


analyst  Jack  Russo.  Opening  costly 
anchor  units  in  markets  such  as 
Adanta,  Boston  and  Houston  took  a 
bite  out  of  1996  earnings.  More 
recent  openings  are  coming  in  as  low 
as  $1.5  million. 

At  its  1992  IPO,  Cheesecake  shot 
from  an  opening  at  20  to  27  the 
same  day,  but  has  since  languished  at 
around  23  after  a  3 -for- 2  split,  par 
for  the  course  in  its  peer  group. 
Overton  took  a  $17  million  charge 
in  the  last  quarter  of  1996  to  pay  for 
a  new  state-of-the-art  bakery.  That 
didn't  help  the  looks  of  the  books. 
Cheesecake  netted  only  $5.9  million 
on  its  $160  million  take  last  year. 
That's  not  much,  considering  the 
company  has  a  market  capitalization 
of  $230  million. 

Shareholders  can  take  comfort  in 
the  fact  that  Overton  hasn't  cashed 
out  (though  he  did  exercise  options 
netting  him  just  under  $1  million  in 
1995).  He  retains  20%  of  the  compa- 
ny, worth  $50  million.  With  his  par- 
ents now  dead,  he  spends  much  of  his 
time  traveling  to  monitor  openings 
and  eating  at  other  trendy  restaurants 
to  pick  up  ideas.  "It's  all  about  keep- 
ing your  taste  buds  up,"  he  says.  And 
showing  the  guests  a  little  love.  tM 
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Excitement  runs  high  when  you  step 
onto  the  course  where  Arnold  Palmer 
lives  and  plays.  It's  also  home  of  the 
PGA  TOUR'S®  Bay  Hill  Invitational. 

Now  you  can  follow  in  Amie's 
footsteps  through  our  all  inclusive 
Stay  &  Play  package.  Greens  fees, 
cart,  lodge  accommodations,  breakfast, 
private  club  pampering  and  more. 
Just  minutes  from  Orlando's  famed 
attractions.  Golf  packages  begin  at 

S127*  per  person  per  night* 
(double  occupancy) .  Call  now  for 
reservations  or  more  information. 


BAY  HILL  CLUB  &  LODGE> 

Amie's  Winter  Home 

Hcadqiifli  if  rs  of  the  AnwltlPalnui  Calj  Acadam 

>  9000  Bay  Hill  Blvd.  •  OiLuido.  VI  32819 

800-523-5999  •  i|p76-2429 

*Rates  effective  5/l-9/30.i^cr  seasonal.' 
packages  available.  Rates  sij^iLH-to  diange, 

iiilOlo  by:  Sieve  Hosid/AmcricaJf^ciiop  spinis 


OMBINATIOISP 


Your  time  is  as  valuable  as  your  money.  That's  why  OLDE  offers  professional  investment  advice  with  commission 
savings.  Most  discount  brokerage  firms  don't  provide  advice:  OLDE  does.  And  unlike  fuU-service/fuU-cost 
brokerage  firms,  OLDE  also  offers  significant  cost  savings.  This  rare  combination  of  advice  with  discount 
commissions  gives  OLDE  the  unique  ability  to  help  you  save  time  and  money  -  a  combination  no  other 
/  ^^iS^^     major  national  brokerage  firm  provides.     .  .       .:,        -        .r.  a 


With  OLDE,  your  investment  needs  can  be  met  with  one  brokerage  firm.  You'll  receive  more  than 
advice  or  commission  savings  alone;  you'll  receive  both.  Whether  you  are  looking  to  save  for  a  new 
home,  start  a  business,  invest  for  your  children's  education  or  secure  your  retirement,  OLDE  can 
help  with  an  extensive  selection  of  investment  choices  and  innovative  services  that  include: 

•  Stocks,  bonds,  mutual  funds  >  ■ 

;■  •  Money  market  funds  .  \  '  /  ■  ^ 


VALUe 


•  Investment  research 


•  No  annual  fee  IRAs 


Small  business  retirement  plans  f •  >  .  r  ,   . . 

•  Tax-free  and  government  securities  -y^] 
•  Account  protection  up  to  $25  million 
•  Ask  about  SmartTrade®  commissionless 
trading  (min.  $500,000) 

•  Free  account  transfer  service  . 


Offices  nationwide 


Advice  &i 

One  Brokerage  Firm 

One  Call 
1-800-USA-OLDE 

www.OLDE.com 


^OLDE 

America's  Full  Service  Discount  Broker™ 

Member  NYSE  fi^SIPC  ,  :< ,  ,1 
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Leadership 
is  more 
than  numbers. 


With  $450  billion  in  assets  under  mana- 
gement, AXA  is  a  world  leader  in  insu- 
rance and  investment.  With  100,000 
men  and  women  sharing  the  same 
vision  in  more  than  50  countries,  we 
strike  a  unique  balance  between  global 
experience  and  local  expertise  that 
allows  us  to  develop  solutions  tailored 
to  your  goals.  Here  in  the  US,  where  we 
manage  $230  billion  in  assets,  we've 
been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  & 
Jenrette,  companies  whose  outstanding 
track  record  allows  us  to  say: 


Go  ahead 


INSURANCE  &  INVESTMENT 

WITH  OUR  US  MEMBER. 

Please  visit  our  Web  site:  http://www.axa.coni 


UP  &  COMERS 


Short-sellers  trashed  Fuisz  Technologies. 

They  didn't  sink  the  company,  but  they  may  have 

scared  away  a  lot  of  investors. 

Shorted  Fuisz 


By  William  Green 


Richard  Fuisz,  founder  of  Fuisz  Technologies,  with  his  new  tablets 
They  dissolve  in  the  mouth  in  seconds.  No  water  required. 


When  Fuisz  (pronounced  fuse) 
Technologies  of  Chantilly,  Va.  went 
public  in  late  1995,  investors  were 
gobbling  up  medical  technology 
stocks.  Fuisz  had  a  concept  made-to- 
order  for  that  market.  It  had  patent- 
ed a  technology  for  pills  that  would 
dissolve  in  the  mouth  without  the 
user  having  to  run  to  the  kitchen  for 
a  glass  of  water. 

The  stock  shot  up.  After  an  initial 
pubhc  offering  at  8  in  December 
1995,  the  company  did  a  second 
offering  in  May  1996  av  25.  Later 
that  month  the  stock  hit  SVA.  By 


then  there  were  20  million  shares 
outstanding. 

But  the  short-sellers  began 
smelling  opportunity.  Off  Wall  Street, 
an  investment  consulting  shop  in 
Cambridge,  Mass.,  published  a  nine- 
page  attack  on  Fuisz.  Short  it,  the 
service  advised,  predicting  the  stock 
would  plunge  to  $10.  The  report 
claimed  that  Fuisz's  pills  were  so  frag- 
ile that  they  would  disintegrate  in 
shipping. 

Off  Wall  Street  faxed  the  report 
to  clients,  and  the  fat  was  in  the  fire. 
Richard    Fuisz,    the  company's 


founder  and  chief  executive,  says  the 
short-sellers  were  so  "ferocious" 
that  he  even  started  receiving  calls 
from  "scared  investors  who  think  I 
was  either  jailed  by  the  Internal 
Revenue  Service  or  incarcerated  by 
the  FBI." 

While  he  has  had  a  flamboyant 
career,  lUchard  Fuisz,  57,  is  nobody's 
jailbird.  After  graduating  from 
Georgetown  University's  medical 
school,  he  turned  to  acting,  playing  a 
doctor  in  U.S.  government-funded 
public  health  films.  He  hosted  a  tele- 
vision talk  show,  and  ran  unsuccess- 
fully for  Congress  in  Pennsylvania. 
He  cofounded  and  later  ran 
Medcom — a  manpower  training  firm 
based  in  the  Middle  East  and  North 
Africa — and  sold  it  to  Baxter  Health- 
care in  1982.  He  also  founded  a 
modeling  agency  that  represented 
several  former  Miss  U.S.S.R.S. 

Having  invented  the  technology 
for  the  quick-dissolve  pills,  he  found- 
ed Fuisz  Technologies  in  1989. 

By  the  time  the  shorts  were 
through  with  him,  however,  his 
Nasdaq-traded  stock  was  at  5%,  and 
the  market  capitalization  had  shrunk 
from  $630  million  to  $113  million. 
At  one  point  Nasdaq  records  showed 
a  short  position  of  nearly  1  million 
shares.  That  number  has  since  shrunk 
to  255,000.  Someone  made  a  killing. 

But  the  company  didn't  die.  It 
isn't  even  sick.  Boots  Co.,  which 
owns  some  1,200  pharmacies  in  the 
U.K.  and  is  the  leading  seller  of 
ibuprofen  in  Europe  and  Asia,  has 
signed  a  series  of  license  agreements 
with  Fuisz.  Among  other  things, 
Fuisz  has  been  formulating  a  "rapid- 
dissolve"  version  of  ibuprofen. 

"We  think  we  can  develop  a  com- 
mercializable  product  with  Fuisz," 
says  Harvey  Homan,  director  of  new 
product  development  for  Boots. 
"We're  very  enthusiastic  about  the 
technology." 

Fuisz  can  either  make  its  pills  taste- 
less or  give  them  flavors  like  orange, 
cherry  or  lemon.  Fuisz  has  developed 
a  rapid-dissolve  version  of  Tylenol  for 
Johnson  &  Johnson.  It  has  been 
developing  new  versions  of  over-the- 
counter  drugs  for  SmithKline 
Beecham  and  Bayer  and  a  prescrip- 
tion drug  for  Astra  AB. 

As  for  claims  that  Fuisz  would 
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INVESTING  IN  ART: 

THE  ART  OF  KNOWING  WHO  KNOWS 


Henri  Matisse,  Marcelle,  chinese  ink,  26'^  x  15V-  inches,  signed  and  dated,  lower  right,  1944 


Serious  collectors  already  know  about  us.  If  you  are  beginning  to  collect  or  have  an 
existing  collection  you  should  know  about  us  too. 

For  the  past  twenty  five  years  we  have  advised  collectors  both  corporate  and 
private  as  well  as  Museums  and  Investment  Funds  who  seek  to  buy,  sell  or  trade  works 
of  art.  We  are  not  a  gallery  and  do  not  have  catalogues  illustrating  works  of  art  for  sale. 
Instead,  we  focus  on  building  relationships  with  motivated  clients  who  are  interested 
in  forming  significant  art  collections. 

We  specialize  in  three  areas.  They  are  American  Art  from  1840  to  1940,  19th 
Century  European  Academic  Genre,  Still  life  and  landscape  paintings  and  French 
Impressionists,  Post  Impressionists  and  early  20th  Century  French  Modems. 

We  are  always  interested  in  buying  important  paintings,  sculptures,  pastels  and 
watercolors  in  the  areas  already  mentioned  both  for  ourselves  and  our  clients.  We  are 
also  interested  in  acquiring  collections. 

We  are  currently  representing  several  major  Japanese  clients  who  are  seeking  to  sell 
highly  important  works  of  art  acquired  during  the  late  80's  and  early  90's.  Included  in 
this  group  are  major  examples  by  Renoir,  Monet,  Sisley,  Pissaro,  Picasso,  Matisse, 
Braque,  Redon,  and  others. 

If  you  would  like  to  be  on  our  mailing  list  please  advise  us  by  fax  or  phone.  It  is 
important  for  us  to  know  what  areas  of  art  are  of  interest  to  you.  We  would  like  to  get 
to  know  you. 

JOAN  MICHELMAN,  Ltd. 

By  Appointment  Only  New  York:  Monday  -  Friday  Tel:  (212)  535-4524  Fax:  (212)  517-6672 
Chicago:  Tel:  (312)  957-1330  Fax:(212)  517-6672  •  5  Cross  Road,  Alford,  MA  01230 


never  be  able  to  mass-produce  pills 
that  wouldn't  fall  apart,  Michael 
Myers,  head  of  research  and  develop- 
ment and  manufacturing  at  Fuisz, 
concedes  it  took  ten  employees  three 
weeks  to  produce  13,000  tablets  last 
year,  making  each  one  by  hand.  But 
a  few  weeks  ago  the  company's  plant 
in  Chantilly  pumped  out  13,000 
robust  tablets  of  rapid-dissolve 
ibuprofen  in  only  24  minutes.  "We 
took  a  concept  and  turned  it  into 
commercial  reality,"  says  Myers. 
"We've  done  it." 

The  company  is  expanding  at 
breakneck  speed.  It  is  building  a  new 
manufacturing  plant  in  Chantilly  and 

"The  people  who  clean  the 
labs  have  been  buying  stock. 
Whoevei*  has  been  selling  is 
going  to  kick  themselves." 

plans  to  open  a  second  facility,  in  Ire- 
land, in  1998.  Last  year  the  firm  had 
only  56  employees.  By  the  end  of  this 
year,  its  research  and  development 
team  alone  will  be  twice  that  size. 

In  1996  the  company  lost  $6.8 
million.  Its  revenues  that  year,  pri- 
marily from  research  and  develop- 
ment and  license  fees,  amounted  to 
only  $8.5  million.  This  year,  too, 
looks  like  a  loser,  but  the  company 
will  have  no  trouble  expanding.  It 
still  has  about  $60  million  in  the 
bank  from  its  public  offerings. 

The  company's  fortunes  should 
change  dramatically  in  1998  and 
1999,  when  some  of  its  partners' 
Fuisz-designed  drugs  start  reaching 
the  market.  Fuisz  can  expect  to  col- 
lect royalties  of  at  least  10%  of  net 
sales  for  prescription  drugs,  and 
from  3.5%  to  8%  on  the  over-the- 
counter  stuff. 

Richard  Fuisz  and  his  fellow  insid- 
ers stUl  own  30%  of  the  stock.  Says 
Pradeep  Sanghvi,  Fuisz's  director  of 
drug  formulation,  "Even  the  people 
who  clean  the  labs  in  the  evening 
have  been  buying  stock.  Whoever  has 
been  selling  the  stock  is  going  to  kick 
themselves." 

But  of  course  the  shorts  won't  be 
kicking  themselves.  Having  laughed 
all  the  way  to  the  bank,  they  are  off 
stalking  other  prey.  WM 
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Good  Design  Brightened  Boyd  Lighting's  Profit  Scenario^ 


Boyd  Lighting.  Son  Froncisco.  Broylon  &  Hughes  Design  Studio  Member  of  The  Americon  Inshrule  of  Afchilects. 


WHEN  BOYD  LIGHTING  CHOSE  TO  PUT  ALL  THEIR  OPERATIONS  UNDER  ONE  ROOF,  THEY  HAD  AN 
ENLIGHTENED  IDEA.  THEY  GOT  THEIR  ARCHITECT  INVOLVED  RIGHT  FROM  THE  START.  ALL  DETAILS 
FROM  SITE  SELECTION  TO  SHOWROOM  DISPLAY  SCENARIOS  WERE  INFLUENCED  BY  DESIGN.  AND  THE 
RESULTS  ARE  QUITE  ILLUMINATING.  COMMUNICATION  BETWEEN  STAFF  MEMBERS  BECAME  CLEAR  AND  OPEN. 
PRODUCT  DELIVERY  TIME  IMPROVED  BY  30%.  WALK-IN  TRAFFIC  DOUBLED.  AND  PROFITS  GREW  10%.  FOR 
THE  HIGHLIGHTS  OF  HOW  OTHER  BUSINESSES  PROFIT  BY  DESIGN,  CALL  8  00-A I A-9  9  3  0 .  OR  WWW.AIA.ORG. 


WE  MAKE  YOUR  BOTTOM  LINE  BEAUTIFUL. 

ATA 

AIA 

f 

THE  AMERICAN  INSTITUTE  OF  ARCHITECTS 

liOW 


FAST 


ARE  YOU  GOING  I 


? 


Are  you  keeping  up? 


Or  falling  behind? 


Have  you  checked  your  speed  lately? 


Are  you  even  moving? 


Or  lingering  in  neutral? 


Today,  technology 


is  moving  things  forward 


it's  time  to  punch  it. 


LHS 


•ADAPTIVE  TRANSMISSION,  ait-VALVE  214  4ip'ENGINE,  SPEED-SENSITIVE  STEERING,  SELF-ACTIVATED  HEADLAMPS,  PERSI 


The  rumor  is  David  Murdock  is  hurting  financially.  His  reaction? 
Bah!  At  74,  he  says  he's  investing  for  the  long  term. 

Busted  billionaiire? 


By  Dyan  Machan 

"I  won't  tell  you  lies,"  snaps 
David  Murdock.  "I'm  not  Donald 
Trump.  He  says  he's  got  a  billion 
dollars  when  he's  got  two  dollars." 

David  Murdock  has  a  lot  more  dian 
two  dollars.  At  74  he  is  chairman  and 
chief  executive  of  Dole  Food  Co. 
($3.8  biUion  sales)  and  Castle  & 
Cooke,  Inc.  ($308  million  sales).  But, 
in  a  raging  bull  market,  Murdock  has 
had  some  bad  luck.  If  there  were  a 
club  for  certified  billionaires,  Murdock 
would  at  least  be  on  a  watchlist. 

You  wouldn't  know  it  from  his 
digs.  We  interviewed  him  in  the  airy, 
many-wdndowed  office  that  Murdock 
dubs  his  eagle's  nest.  It  sits  three  sto- 
ries atop  the  his  latest  swanky  project, 
the  Sherwood  Country  Club,  40 
minutes  northwest  of  Los  Angeles. 

His  troubles  begin  with  the  1,800- 
acre  Sherwood  Country  Club  & 
Estates.  Murdock  spent  $285  milHon 
of  his  personal  funds  converting 
washed-out  gullies  into  a  lavish  golf 
and  tennis  club  surroimded  by  multi- 
million-dollar homes.  Murdock 
obsessed  over  every  detail,  from 
selecting  rose  vines  to  choosing  fab- 
rics, never  sparing  an  expense.  You 
can't  count  costs  if  you  want  to  trans- 
plant 1,500  California  oak  trees — 
and  he  spent  millions  on  that  arbore- 
al fancy.  "I  didn't  care  what  it  cost;  I 
was  creating  beauty,"  says  Murdock. 
That's  Murdock's  style — beauty  olten 
comes  before  profit^ 

"Glad  it's  not  my  project,"  snipes 
a  rival  builder. 

Rumor  has  it  that  Sherwood  has 
drained  Murdock  and  he  is  in  debt  and 
hurting.  Last  August  he  raised  $226 
million  in  cash  by  seUing  shares  of 
Dole  stock — some  outright,  some  in  a 
complex  buy-back  deal. 

With  this  and  other  sales,  Murdock 
has  raised  $326  million  in  the  past 
four  years.  He  also  borrowed  $49 


million  from  his  truck-leasing  com- 
pany and  $30  million  against  stock. 
Where  did  it  go?  Into  the  oak  trees 
and  other  trimmings  at  Sherwood 
and  elsewhere;  to  help  finance  a 


divorce  from  his  third  wife,  Maria. 

Do  these  setbacks  bother  him.' 
Murdock:  "At  one  point  in  time 
every  great  man  in  history  has  said, 
'Damn  the  torpedoes.'" 
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ABOVE: 

The  golf  course 
at  Sherwood 
Country  Club 

LEFT: 

David  Murdock,  real 
estate  magnate  and 
chief  executive  of 
Dole  and  Castle  & 
Cooke 

"I  don't  have  a 
boss.  There 
isn't  anyone  who 
can  tell  me  to 
go  to  hell." 


Thinking  tliat  way  made  David 
Murdock  rich,  but  it  has  also  brought 
him  plent}'  of  trouble.  In  1985,  Mur- 
dock decided  to  convert  the  island  of 
Lana'i  in  Hawaii — 98%  owned  by 
Dole — from  pineapple  plantations  to 
tourism.  Rather  than  starting  small 
and  seeing  if  he  could  attract  any 
tourists  to  the  remote  destination, 
Murdock  built  two  luxury  hotels — a 
total  of  350  rooms — with  Versailles- 
style  extravagance. 

Expenses  swiftly  skidded  out  of 
control.  An  early  partner  dropped 
out,  and  potential  Japanese  partners 
ran  out  of  cash.  On  opening  night  in 
May  1991  Murdock  was  alone  in  his 
hotel  with  three  couples.  The  project 
has  cost  $550  million,  including 
operating  losses.  Dole  took  a  $168 
million  writeoff  on  the  properties  in 
1995,  and  the  Lana'i  project,  along 
with  other  Dole  properties,  was  spun 
off  into  Castie  &  Cooke,  which  went 
public  in  December  1995. 

Casde  &  Cooke  remains  marginal- 
ly profitable,  earning  $9.2  million  on 
$308  million,  principally  from 
middle-income  home  building  in 
Bakersfield,  Calif,  and  on  Oahu,  but 
Lana'i  remains  a  drain,  c&c's  stock, 
at  15%  when  the  company  went 
public,  has  not  moved,  whUe  the  s&p 
500  has  gone  up  29%.  "1  won't  make 
any  bones  about  it,  it's  a  long-term 
hold,"  says  Murdock,  who  owns  23% 
of  c&c  stock. 

Last  year  FORBES  caught  wind  of 
Murdock's  real  estate  problems  and 
demoted  him  from  $900  million  to 
$625  million  on  the  The  Forbes  Four 


77 


I' '  inuwniiwaiHiK 


us  MAINLAND/ALASKA 

THE  WESTIN  ALYESKA  PfllNCE.  ALASKA 
THE  BILTMORE  HOTEL.  CORAL  GABLCa 
THE  WESTIN  RESORT, 
HILTON  HEAD  ISLAND 
WALT  DISNEY  WORLD  SWAN  &  DOLPHI^ 
THE  WESTIN  MISSION  HILLS  RESORT, 
RANCHO  MIRAGE  ■ 
THE  WESTIN  LA  PALOMA,  TUCSON 
THE  WESTIN  RESORT,  MIAMI  BEACH 

HAWAII 

HAPUNA  BEACH  PRINCE  HOTEL 
MAUNA  KEA  BEACH  HOTEL 
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BEACH  RESORT,  PUERTO  RICO 
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GRAND  CAYMAN 
THE  WESTIN  RESORT,  ST  JOHN 
(OPENING  FALL  1997) 

MEXICO  AND  CENTRAL  AMERICA 

LAS  BRISAS,  ACAPULCO 
THE  WESTIN  REGINA  RESORT,  CANCUN 
THE  WESTIN  BRISAS  RESORT,  IXTAPA 
THE  WESTIN  REGINA  RESORT, 

LOS  CABOS 
THE  WESTIN  REGINA  RESORT, 
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CAMINO  REAL,  TIKAL 

ASIA  PACIFIC 

THE  WESTIN  RESORT,  MACAU 
CAESAR  PARK  HOTEL,  KENTING,  TAIWAI 
THE  WESTIN  CHOSUN  BEACH.  PUSAN 
THE  WESTIN  RESORT,  GUAM 

EUROPE 

THE  WESTIN  DRAGONARA  RESORT, 
MALTA 
(OPEN  APRIL  1997) 
CAESAR  PARK  PENHA  LONGA 
GOLF  &  RESORT,  SINTRA.'  PORTUGAL 


WESTIN 
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Call  your  Travel  Agent  or 

1-800-WESTIN- 

www.westin.com 
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Tennis  at  Sherwoocj  Country  Club 

"I  didn't  care  what  it  cost,"  says  Murdock. 


was  creating  beauty." 


Hundred  list.  He  is  insulted.  "My 
cash  flow  has  never  been  better,  my 
net  worth  never  higher,"  he  huffs. 

It  might  be  higher  still  but  for 
Sherwood.  Since  1994  Murdock  has 
sold  just  160  of  Sherwood's  630  lots. 
Only  76  of  the  350  high-end  lots 
($1.3  million  and  above)  are  sold. 

Murdock  predicts  he'll  have  a  cash 
flow  of  $19  million  this  year  at  Sher- 
wood, afi:er  all  expenses  except  depre- 
ciation and  amortization.  His  per- 
sonal ATM  machine  is  Flexi-Van 
Leasing,  Inc.,  the  nation's  largest 
truck-chassis  lessor.  Flexi-Van,  which 
he  owns  outright,  has  in  excess  of 
$60  million  in  operating  cash  flow  on 
revenues  of  around  $100  million.  His 
other  companies  range  from  brick 
and  tile  to  air-conditioning,  several 
supplying  materials  for  Murdock's 
obsessive  building  projects. 

No,  he  is  not  down  to  his  last  two 
doUars.  His  Flexi-Van  stake  is  worth 
$170  million — and  the  other  com- 
panies have  fair  market  value  of 
$340  million.  He  owns  7.9  million 
outright  in  Dole  shares,  worth 
around  $320  million,  and  $70  mil- 
lion in  Castle  &  Cooke  stock.  Mur- 
dock has  borrowed  $30  million 
against  a  further  2.9  million  Dole 
shares  to  help  finances. 

It's  a  case,  at  this  point,  of  real 
estate  rich,  but  cash  stretched.  In 
addition  to  Sherwood,  Murdock 


owns  the  high-end  Harbor  Court 
Hotel  in  Baltimore,  the  Regency 
Club  in  Los  Aiigeles,  the  Cornhusker 
Hotel  in  Lincoln,  Neb.,  a  retail  com- 
plex and  golf  coLirse  in  Kannapolis, 
N.C.  and  big  hunks  of  land  in  north- 
ern California  and  the  Midwest. 

Oh,  yes — and  a  lot  of  personal 
homes:  a  64-room  Bel-Air  mansion, 
a  lodge  in  North  Carolina,  a  relative- 
ly modest  home  on  Lana'i,  a  sprawl- 
ing ranch-style  home  at  his  2,000- 
acre  Sherwood  Farm  across  the  road 
from  the  Sherwood  Country  Club, 
and  a  12-room  apartment  in  New 
York  City,  furnished  and  decorated 
for  $10  million. 

Murdock  takes  his  visitor  on  a  tour 
of  his  Sherwood  Farm.  There's  a  hole 
dug  next  to  his  present  home.  Mur- 
dock has  decided  he  needs  a  fancier 
one,  with  extensive  gardens  inter- 
spersed with  tons  of  weirdly  shaped 
boulders  shipped  from  the  banks  of 
the  Kwai  River  in  Thailand. 

So  what  if  he's  a  bit  shy  of  cash.^ 
He  lost  his  multimillion-dollar  for- 
tune in  Phoenix  in  1964,  only  to 
climb  back  by  investing  in  California 
and  then  going  on  to  take  over  a 
dozen  companies.  Real  estate  is  a 
long-term  play  anyhow. 

Should  he  be  thinking  long  term  at 
74?  "My  dad  died  at  93,"  this  peren- 
nial optimist  says,  "but  he  didn't  take 
care  of  himself  "  H 
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Politics  in 
one  lesson 


BY  THOMAS  SOWEIL 


V 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  ttie 
Hoover  Institution  in 
Stanford,  Calif. 


Henry  Hazlitt  wrote  a  book  called  Econom- 
ics in  One  Lesson.  Charles  Murray's  new  book, 
What  It  Means  to  be  a  Libertarian,  could  have 
been  tided  Politics  in  One  Lesson.  Unlike  The 
Bell  Curve,  which  Murray  co-authored,  this 
book  has  no  footnotes,  only  a  couple  of  very 
simple  diagrams,  and  is  a  slender  volume  writ- 
ten in  an  easy,  essay  style. 

Seldom  has  so  much  substance  and  wisdom 
been  packed  into  so  few  words,  demonstrating 
in  the  process  diat  the  case  against  the  w^elfare 
state  and  the  regtilatory  state  is  very  straightfor- 
ward. Those  who  oppose  Murray's  conclusions 
will  undoubtedly  consider  them  "simplistic," 
since  elaborate  and  even  convoluted  arguments 
are  considered  signs  of  sophistication,  rather 
than  desperate  expedients  to  try  to  salvage  a 
position  contrary  to  plain  facts  and  plain  logic. 

Murray  begins  by  running  through  the 
main  functions  of  government  that  he  would 
reduce  or  eliminate.  He  would  eliminate 
entirely  all  government  regulation  of  products 
and  services,  leaving  tort  law  to  deal  with 
"harms  caused  by  defective  products  in 
normal  use."  Indeed,  the  requirement  that 
product  liability  be  restricted  to  harms  caused 
"in  normal  use"  would  itself  be  a  revolution- 
ary rollback  in  existing  tort  law,  in  which  the 
consumer's  own  dangerous  behavior  does  not 
prevent  the  manufacturer  from  being  held 
liable  for  the  bad  consequences. 

Among  the  federal  cabinet-level  depart- 
ments to  be  destroyed  entirely,  in  this  libertar- 
ian vision,  are  the  Departments  of  Agricul- 
ture, Commerce,  Energy,  Transportation,  and 
Housing  and  Urban  Development.  Among 
the  programs  to  be  ended  would  be  Social 
_Security,  Medicare,  Medicaid,  antitrust 
actions,  welfare,  aerospace  exploration  and  all 
regulation  of  terms  and  conditions  of  employ- 
ment, including  civil  rights  laws. 

You  might  think  that  such  a  sweeping 
agencia  would  require  a  huge  book  to  justify 
the  slaughter  of  so  many  sacred  cows.  But,  in 
fact,  the  political  justifications  for  these  huge 
governmental  activities  are  remarkably  \ailner- 
able,  as  Murray  demonstrates  by  puncturing 
them  with  a  few  well-placed  thrusts. 

For  all  his  uncompromising  libertarianism. 


Murray  rejects  the  atomistic  vision  of  some 
libertarian  intellectuals,  as  he  also  rejects  the 
popular  "me  generation"  attitudes  of  self-fiul- 
fiUriient  that  "gave  short  shrift  to  parenting 
and  neighboring."  Indeed,  one  of  his 
strongest  objections  to  the  welfare  state  is  that 
it  turned  over  to  government  bureaucracies  "a 
large  portion  of  the  responsibility  for  feeding 
the  hungry,  succoring  the  sick,  comforting  the 
sad,  nurturing  the  children,  tending  the  elder- 
ly, and  chastising  the  sinners." 

In  short,  many  of  the  things  that  liberals  say 
should  be  done  by  "society"  Murray  agrees 
should  be  done  in  society — but  not  by  gov- 
ernment. Murray  wants  humanitarian  acts 
done  at  the  individual  level  and  in  ways  that 
do  not  induce  dependency  or  deprive  people 
of  personal  responsibility  by  writing  federal 
blank  checks  to  subsidize  anti-social  and  self- 
destructive  behavior. 

One  of  the  major  contributions  of  this  book 
is  exposing  the  fallacy  of  government  agencies 
that  use  statistical  "before  and  after"  compar- 
isons to  claim  success  in  their  activities.  Ofi:en 
the  benefits  claimed  are  part  of  a  trend  that 
began  long  before  the  program  in  question 
began  and  the  slope  of  the  trend  line  was  not 
visibly  changed  afterwards. 

Often  the  benefits  claimed  for 
government  programs  began  long 
before  the  program  in  question  began. 

Thus  the  steepest  drop  in  poverty  occurred 
during  the  195()s,  before  the  "war  on  povert}'" 
began.  Yet  all  fiirther  continuation  of  this  trend 
is  automatically  credited  to  government  social 
programs  that  began  in  the  1960s.  It  is  much 
the  same  story  when  one  plots  the  trend  of 
increasing  black  representation  in  the  profes- 
sions. Murray  finds  that  "the  steepest  slope  of 
the  trendline  occurs  iii  the  early  1960s,  before 
even  the  original  Civil  Rights  Act  of  1964." 

It  is  much  the  same  story  with  statistical 
trends  after  legislation  on  health,  education, 
safety  and  labor.  The  decades-long  downward 
trend  in  automobile  fatality  rates  leveled  off 
after  the  55mph  speed  limit  was  imposed  anci 
test  scores  actually  declined  after  massive  fed- 
eral spending  on  education. 

Murray  freely  admits  that  his  proposals — 
which  would  cut  government  by  more  than 
half^ — are  not  at  all  politically  feasible  today  or 
perhaps  even  within  his  lifetime.  But  of  course 
the  whole  point  of  writing  such  a  book  is  to 
begin  the  process  of  changing  people's  minds. 
Most  of  the  New  Deal  would  have  been  polit- 
ically impossible  just  five  years  before  Franklin 
D.  Roosevelt  was  elected.  HI 
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The  Weber  Summit  650 


r 


S/n/rocfuc/ny  l/ie  Summit  Series. 

Shop  around  for  a  new  grill  this  year  and 
you'll  find  one  thing  is  certain.  Stainless 
steel  is  in.  In  fact,  it's  so  popular,  other  gas 
grill  makers  are  hurriedly  wrapping  last 
year's  models  in  it. 

At  Weber,'  we  gave  our  engineers 
a  more  difficult  challenge:  Construct  a 
new  series  of  gas  grills  that  exceeds  the 
performance  of  our  legendary  Genesis" 
Series  Gas  Grills.  And  add  the  unmatched 
durability  of  stainless  steel. 

The  result"?"  You're  looking  at  one 
example  of  it.  The  Weber  Summit"  650 
The  most  refined  gas  grill  ever  built. 

How  did  we  accomplish  such  a  feat? 
We  began  by  conferring  with  the  people 
whose  engineering  and  construction 
opinions  matter  the  most.  Yours. 
Our  engineers  /laue  a  ^oocf  eye. 

u^ncf yoocf ears. 
Over  the  last  three  years,  we  have  talked 
to  hundreds  of  thousands  of  people  on 
our  grilling  tips  hotline  (1-800-GRILLOUT) 
usually  giving  grilling  tips  and  advice. 
Perhaps  even  more  remarkable,  we  spoke 
to  tens  of  thousands  of  people  who  don't 
even  own  a  Weber  Grill. 

And  we  listened.  Some  of  their  most 
common  complaints'?*  Gourmet  steaks  that 
were  burnt  to  a  crisp  by 
uncontrollable  flare-ups. 
Chicken  breasts  that  were 


tiBliGr 


after  only  one  or  two  seasons  of  use. 

Just  like  our  top-rated  Genesis  Series 
Grills,  the  new  Summit  Series  puts  the  joy 
and  excitement  back  into  cooking  out. 

Jfauor.  O^oi j-lare-ups. 
For  starters,  we  have  virtually  eliminated 
flare-ups.  (That's  when  fats  collect,  reach  a 
flash  point,  ignite  and  ultimately  burn  out 
of  control.)  How'?'  By  discarding  outdated 
lava  rocks,  flat  metal  plates  and  pumice 
stone.  Our  patented  cooking  system  uses 
bars  made  of  heavy-gauge  stainless  steel. 

When  juices  and  fats  hit  our  angled 
Flavorizer'Bars.  they  don't  pool.  Instead, 
they  sizzle,  smoke  and  impart  a  delicious 
outdoor  flavor  to  your  meal. 

Cjuen  /leai.  Cjuery  time. 
When  we  designed  our  new,  top-of-the- 
line  gas  grills,  a  larger  cooking  surface  was 
a  necessity.  But  to  equal  the  performance 
current  Weber  Gnll  owners  rave  about,  we 
had  to  start  with  a  clean  sheet  of  paper 
and  design  a  new  burner  system. 

We  moved  the  burner  controls  to  the 
front  of  the  grill,  allowing  us  to  add  more 
burners,  so  every  square  inch  of  cooking 
space  heats  evenly.  Which  means  our  new 
Summit  Sehes  doesn't  just  accommodate  a 
multitude  of  guests,  it  also  eliminates  the 
uncertainty  of  when  you  should  serve  them. 

Complementing  Weber's 
patented  cooking  design 
and  expanded  cooking 


cooked  for  the  same  amount  of  time  with 
embarrassingly  uneven  results.  Pricey 
grills  that  either  corroded  or  broke  down 


capacity  are  special  restaurant-grade 
enhancements.  Like  cooking  grates  made 
from  large-diameter  stainless  steel  rods, 


robot-welded  for  extraordinary  strength. 
What's  more,  the  distinctive  hood  houses 
a  dual-purpose  thermometer,  precisely 
calibrated  for  the  Summit's  expansive 
cooking  surface.  So  that  you  will  easily 
be  able  to  cook  an  entire  prime  rib  roast 
to  medium  rare  and  no  more. 
'JSeifer  materials.  ^  Seiier yriff. 
Finally,  we  raised  the  notion  of  quality 
workmanship  to  a  level  that's  delighted, 


Sucfcfenly  i£e  worcf ^riff  seems 


and  even  surprised,  current  Weber  Grill 
owners.  Our  heavy-duty  carts  have  been 
I  redesigned  for  added  strength.  The  new 
stainless  steel  work  surfaces  will  endure 
for  years  and  never  need  refinishing.  Two 
stainless  steel  condiment  holders  keep 
sauces  and  spices  close  at  hand.  And  a 
rugged,  yet  elegant,  brushed  stainless 
steel  hood  handle  stays  cool  to  the  touch 
But  perhaps  even  most  impressive  of  all , 


the  Summit  Series  Grills  are  backed  by 
our  unprecedented  45-day  money-back 
guarantee  and  a  25-year  limited  warranty. 

CYo  assemSli^  required. 
Our  select  retail  partners,  authorized  to 
sell  the  Weber  Summit  Series,  will  most 
likely  assemble  your  grill  for  you.  Should 
you  decide  to  assemble  it  yourself,  rest 
assured  you  won't  need  an  engineering 
degree  or  plumber's  license.  A  total  of  four 


fasteners  is  all  it  takes  to  join  the  cooking 
module  to  the  factory-assembled  cart. 

We  know  it's  difficult  to  appreciate 
the  enormity  of  the  Summit  Series  Grill 
simply  by  reading  about  it.  That's  why 
we've  created  a  comprehensive  video. 
To  order  your  complimentary  copy,  call 
1-888-35-SUMMIT  (1-888-537-8664) 
in  the  U.S.  or  Canada.  Or  visit  our  World 
Wide  Web  site  at  www.weberbbq.com. 


It  would  be  quite  easy  to  reduce  income  inequality  in  the  U.S.  Just  choke  off 
foreign  trade,  investment  and  immigration.  Only  you  wouldn't  want  to  live  here. 


The  global  hand 


By  Susan  Lee  and  Christine  Foster 

You  can't  pick  up  a  publication 
these  days  without  reading  about  the 
growth  of  income  inequality  despite 
increasing  general  prosperity.  The 
nattering  is  incessant. 

Worse,  the  search  for  a  cause  has 
been  muddied  by  conventional 
wisdom.  Well,  we  will  now  unmask 
the  culprit  behind  the  past  25  years  of 
growing  inequality  in  the  U.S.  and 
core  OECD  countries.  No,  it's  not 


technology  replacing  humans 
with  bytes.  No,  it's  not  those 
,      executives  who  ruthlessly 
ji).       downsize  businesses.  It's 
not  Ronald  Reagan, 
who  cut  taxes,  thereby 
weakening   the  federal 
government's  abUity  to  help 
the  poor. 

The  rat  is  Richard  Cobden. 
Who.>  This  unlikely  villain  was  a 
19th-century  British  liberal  who  ded- 
icated his  life,  with  missionary  energy, 
to  freer  trade.  He's  the  chap  who 
started  a  chain  of  circumstances  that 
has  made  the  whole  world  richer,  but 
some  people  richer  than  otliers. 
Between  1839  and  1846  Cobden, 


an  unprepossessing  man  with  scruffy 
muttonchops,  mercilessly  (and  suc- 
cessfully) nagged  Parliament  to  repeal 
the  Corn  Laws.  These  laws,  which 
protected  British  grain  with  tariffs, 
benefited  the  landed  gentry  at  the 
expense  of  the  middle  and  working 
classes,  for  whom  bread  was  a  staple. 

Cobden  then  turned  his  attention 
to  promoting  free  trade  between 
France  and  the  U.K.  "Commerce," 
Cobden  orated,  "is  the  grand 
panacea,  which  will  serve  to  inoculate 
with  the  healthy  and  saving  taste  for 
civilization  all  the  nations  of  the 
world." 

He  was  just  getting  started.  "Not  a 
bale  of  merchandise  leaves  our 
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When  a  pharmaceutical  company  with  the  research  credentials  of  Glaxo  Wellcome  chooses  to  invest  in 
Ontario,  you  know  they  did  their  homework.  As  CEO  Paul  Lucas  confirms,  "favorable  R&D  tax  credits  and  the 
research  capability  in  Ontario's  biotech  industry  and  universities"  are  just  two  reasons  why  corporations  are  looking 
to  Canada.  This  year,  Glaxo  Wellcome  drives  the  point  home,  consolidating  manufacturing  and  research  operations 
in  a  new,  $120  million  facility  in  the  Greater  Toronto  Area.  •  Independent  research  studies  show  that  the  people 
of  Ontario  comprise  an  educated,  motivated  workforce;  fifty  six  per  cent  have  college  or  university  training.  No 
wonder  then  that  fifty  per  cent  of  all  R&D  in  Canada  is  based  in  Ontario,  supporting  Mr.  Lucas's  contention  that 
"global  companies  like  Glaxo  Wellcome  look  to  invest  in  countries  with  a  highly  skilled  workforce."  •  Moreover,  the 
province  supports  a  powerful  export-oriented  business  culture.  While  virtually  doubling  international  exports  over 
the  last  decade,  Ontario's  merchandise  exports  per  capita  have  soared  to  exceed  those  of  all  the  G-7  nations. 
Recognizing  there's  more  to  life  than  productivity,  you'll  be  happy  to  know 


that  Canada  ranked  Number  One  in  the  world  for  the  third  year  in  a  row 


according  to  the  U.N.'s  1996  Human  Development  Index.  And  those  are 


numbers  anyone  can  live  with.  Find  out  more  about  making  business  happen 


The  Future  s  Right  Here 


in  Ontario:  Call  1-800-819-8701  or  visit  www.ontario-canada.com 


shores,  but  it  bears  the  seeds  of  intel- 
Hgence  and  fruitful  thought  to  the 
members  of  some  less  enlightened 
community;  not  a  merchant  visits  our 
seats  of  manufacturing  industry,  but 
he  returns  to  his  own  country  the 
missionary  of  freedom,  peace  and 
good  government." 

What  has  this  to  do  with  the  fact 
that  in  1995  the  average  U.S.  family 
in  the  top  20%  of  household  incomes 
received  10  times  as  much  income  as 
the  bottom  20% — up  from  7.3  times 
in  1966.> 

Simply  that  Cobden's  zeal  helped 
set  off  a  worldwide  exchange  of 
goods,  capital  and  people  very  simi- 
lar to  the  current  global  economic 
situation.  The  Cobden-Chevalier 
Treaty  of  1860  marked  the  begin- 
ning of  a  53-year  period  of  intense 
global  cohesiveness  and  economic 
well-being.  But  the  new  era  didn't 
treat  everybody  equally  well.  In 
Great  Britain  (as  well  as  in  other  rich 
countries)  less  skilled  workers  gained 
less  than  skilled  ones — though  the 


whole  country  got  much  richer. 
Like  today. 

As  Cobden's  version  of  free  trade 
spread  its  blessings  throughout  the 
world,  investment  followed  it,  and  so 
did  people. 

In  the  second  half  of  the  19th  cen- 
tury 15  million  people  crossed  the 
Adantic  to  setde  in  the  U.S.  Parts  of 
Sweden  and  Germany  were  virtually 
depopulated,  and  so  was  much  of  the 
Irish  countryside. 

This  was  a  double  blessing.  The 
poor  found  a  better  life  this  side  of 


Economist 
Jeffrey 

Williamson  sees 
the  impact  of 
the  global  hand 
between  1860 
and  1913. 


Adrian  Wood 
of  the  University 
of  Sussex  thinks 
almost  all  the 
rise  in  inequality 
since  the  1970s 
is  due  to  the 
global  hand. 


the  Adantic  and,  as  they  drained  the 
labor  pools  in  their  native  lands, 
wages  rose  for  the  home  folks. 

Take  Sweden.  As  the  Swedish 
countryside  was  emptied  by  the 
exodus  to  Minnesota  and  North 
Dakota,  labor  became  scarcer.  The 
result?  Between  1870  and  1910 
Swedish  wages  were  12%  above  what 
they  would  have  been  in  the  absence 
of  emigration. 

Between  1870  and  1910  the  free 
flow  of  labor  was  impressive,  even 
overwhelming.  During  the  decade  of 


the  1880s,  for  instance,  the  U.S. 
accepted  more  immigrants  than  in 
any  previous  decade.  Many  of  these 
immigrants  were  able  to  find  work — 
quite  literally — right  off  the  boat.  Ser- 
bian immigrant  Michael  Pupin,  who 
later  became  a  distinguished  physicist 
at  Columbia  University,  arrived  in 
New  York  City  in  1874.  He  had  5 
cents  in  his  pocket  and  knew  nobody. 
Within  24  hours,  Pupin  was  at  work 
on  a  farm  in  Delaware. 

Capital  emigrated,  too.  British 
money,  instead  of  staying  at  home, 
built  railroads  in  the  U.S.  and 
Argentina,  tea  gardens  in  India,  and 
literally  created  Hong  Kong  and  Cal- 
cutta. In  a  single  year,  1871,  London 
absorbed  over  $100  million  of  Amer- 
ican securities;  by  1893  foreigners 
had  sent  $3  billion  to  the  U.S. 

National  boundaries  did  not  disap- 
pear; bloody  wars  were  yet  to  be 
fought  over  them.  But  for  the  first 
time  in  history  people,  money  and 
goods  were  able  to  flow  across  them 
quite  freely. 

It  was  as  if  a  giant  global  hand — 
kind  of  Hke  Adam  Smith's  "invisible 
hand"  gone  international — re- 
arranged the  world  economy.  As  Jef- 
frey Williamson,  an  economics  pro- 
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Perk  Perkins, 
President  &  CEO 
The  Orvis  Company 


HE'S  COVERED  IMO  IVIATTER  HOW  DEEP  IT  GETS. 

Fly-fishing  waders  from  C^rvis  will  keep  out  the  water.  But  to  protect  its  business  —  including  dozens  of  stores 
and  retail  warehouses,  as  well  as  lishing  and  shooting  schools  and  overseas  manufacturing  sites — Orvis  hooked 
up  with  C^hubb.  C  nven  the  wiried  risks  this  sporting  goods  company  might  encounter,  the  insurance  agent  for 
Orvis  worked  with  Chubb  ro  dex  ekiji  property  and  liability  coverage  broad  enough  to  cover  the  company  any- 
where in  the  world.  As  one  of  tlie  leading  business  insurers,  Chubb  has  nearly  115  years  of  experience— along 
with  the  highest  ratings  lor  linanc  ial  strength  — to  help  keep  businesses,  large  and  small,  from  getting  soaked. 
To  .see  how  your  indepx^ndent  agent  or  broker  can  work  with  Chubb  to  help  your  business,  call  1-800-36  CHUBB. 
You  can  also  visit  our  web  site  at  http://www.chuhb.com. 

INSURE 
YOUR  WORLD 

WITH  CHUBB  % 

For  proiiiorion.ii  pirrpiwcs.  C~hubli  ivli n  U'  iiicinlx'i  in.Miivrs  of  iht;  (,'hiihb  (,  uoiip  ot  Insurnncc  ( "oinpntucs  umlfiwiitint;  coverage.  The  precise  covcr.i.sc  olteroJ  is  siitijecr  Ui  the  rentl!!;- 
oondil.ion!>  anJ  exctusioiis  ol  the  polities  ,is  issueJ.  t. 'overage  may  noi  be  .ivaitaMe  in  all  jimsJierKinv  t^hubb  Ciroup  of  Insurance  Companies,  Box  1615,  Warren,  NJ  07061-1615. 


''Deep  discounts. 
Experienced  investors. 
No  dress  code^^ 


George  A.  Brown  '% 

Chairman  &  CEO 


'19 

MARGIN  RATES  UP  TO 

1% 

PER  TRANSACTION 
UPTOSOOO  SHARES 

BELOW 

BROKERS'  CALL 

I  offer  a  flat  rate  of 
just  $  1 9  on  trans- 
actions up  to 
5,000  shares  and 
what  I  think  is  the 
best  deep  discount  pack- 
age In  the  business.  If  you  have  at  least  five  years 
experience  and  $  1 5,000  in  stock  or  cash  to  open 
an  account,  call  1-800-822-2829. 

Operator  #  756 


Market  <S  Limit  •  Voice  i  flectronic  •  Usted  & 
Nasdaq  •  Assignments  &  Exercises 


BROWNC!)COMPANY 

Deep  Discounts  For  The  Experienced  Investor 

Offices  Nationwide  •  One  Beacon  Street,  Boston,  MA  02108-3 102 
Fax:  6 1 7-624-65 1 0  •  http://www.brownco.com 


Member  NYSE  and  other  principal  stock  and  option  exchanges.  Established  I960. 
An  affiliate  of  Chase  Manhattan  Bank.  Member  SIPC.  ©  1997  Brown  &  Company 


Latgest  Intetnational  No-Load  Managei' 


Wo%  »o 


DIVERSIFY  OVERSEAS 


T.  Rowe  Price  International  Stocic  Fund.  Adding  foreign  stocks  could  help 
increase  your  long-term  returns  by  providing  exposure  to  potentially  stronger- 
performing  foreign  markets.  And  it  could  help  reduce  your  domestic  portfolio's 
overall  volatility,  because  foreign  economies  tend  to  follow  different  cycles  than 
the  U.S.  economy. 

Our  International  Stock  Fimd — one  of  the  oldest  and  largest  international  mutual 
funds — has  proven  itself  over  periods  of  both  up  and  dovra  markets,  in  times  of  a 
weak  and  a  strong  U.S.  dollar.  In  fact,  it  was  elected  to  the  highly  selective  Forbes 
Honor  Roll  for  the  seventh  consecutive  year* — the  only  international  fund  that 
can  claim  this  distinction. 

International  investing  has  special  risks,  includmg  currency  fluctuation.  As  with 
any  stock  ftmd,  there  will  be  price  fluctuation.  $2,500  minimum  investment 
($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  icit 
including  a  prospectus 

1-800-401-5288 


Invisl  Willi  Confidence 

TRoweftice 


'Ik 


'Strategic  Insight  Simfund.  *A.s  cited  in  Forbes  magazine  ( Miitu;il  Funds  issue)  dated  8/26/96.  The  fund's  performance  from 
3/31/84  through  6/.30/96  was  considered.  Honorees  are  chosen  annually;  current  roster  includes  18  funds.  Candidates 
must  be  open  to  new  investors  and  have  had  the  s;iine  management  for  at  least  five  years.  Sector  funds  are  excluded.  Read 
the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  isF0.^553y 


In  the  late  19th  century 
immigration  boomed. 
During  the  1880s  the  U.S. 
accepted  more  immigrants 
than  in  any  previous  decade. 

fessor  at  Harvard,  says  of  this  period, 
1860-1913:  "Capital  and  labor 
flowed  across  national  boundaries  in 
unprecedented  quantity,  and  com- 
modity trade  boomed." 

The  results,  in  terms  of  global  well- 
being,  were  fabulous.  Railroad  and 
steamship  technology  had  made 
transportation  much  cheaper,  but 
until  political  and  economic  barriers 
came  down,  people,  goods  and 
money  couldn't  take  advantage  of 
this  technology. 

As  these  barriers  fell,  prices  in  the 
port  cities  of  Liverpool  and  Chicago, 
which  were  far  apart  in  1870,  were 
allowed  to  converge.  For  example, 
grain  prices  in  Liverpool  were  60% 
higher  than  in  Chicago  in  1870,  but 
by  1912  Liverpool  prices  exceeded 
Chicago  prices  by  only  10%;  this  con- 
vergence was  also  true  for  beef,  pork, 
mutton,  butter,  cotton  textiles,  tin, 
copper,  hides  and  cotton. 

Farmers  in  the  U.S.  and  Canada 
had  new  markets:  this  meant  Britons 
could  eat  more  meat  and  Americans 
could  wear  better  clothing. 

The  explosion  of  global  hand  activ- 
ity restilted  in  an  impressive  closing  of 
the  gap  in  living  standards  between 
poor  and  rich  countries.  Ireland  and 
Sweden,  for  instance,  underwent  a 
spectacular  catch-up  from  the  time  of 
the  Great  Famine  to  World  War  1. 
"Ireland  was  transformed  from  a 
poverty-stricken  peasant  economy  to 
an  economy  that  boasted  urban 
wages  close  to  those  prevailing  in 
English  cities,"  says  Williamson. 

Ther£  were,  however,  losers.  The 
global  hand  socked  unskilled  workers 
in  rich  countries.  Imports  from 
poorer,  lower-cost  countries  drove 
unskilled  wages  down;  and,  at  the 
same  time,  immigration  expanded  the 
supply  of  unskilled  labor,  contribut- 
ing to  the  slowing  in  real  wage 
growth. 

Williamson  estimates  that,  in  1913, 
in  the  absence  of  immigration  real 
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{The  honest-to-goodness  trut 


Of  all  the  speculation  about  the  new  Corvette 
over  the  years,  the  biggest  misconception  was 
that  it  would  be  a  sort  of  warmed-over  C4. 

This  was  because  of  the  way  we  masked  all 
of  our  prototypes  to  make  them  look  like  C4s. 
We  certainly  didn't  try  to  dispel  this  notion. 


(The  engine  is  entirely  new:  aluminum,  deep-skirt,  5.7L,1 
345  hp  at  5600  rpm,  350  ft.-lbs.  of  torque  at  4400  rpm. 


In  fact,  we  were  so  tight-lipped  about  the  C5 
all  along  that  I  think  people  just  assumed  we 
had  nothing  to  say  about  the  car. 

When  the  reporters  finally  drove  it,  they  were 
probably  a  little  awestruck  that  the  Corvette  had 
been  reinvented.  And,  in  fact,  there  are  only  a  few 
holdover  parts  on  the  car;  everything  else  is  new. 
But  that  was  the  intention  all  along,  to  make  the 
new  Corvette  a  big  surprise,  a  revolution. 

To  C/iflnge  A  Classic  The  big  dilemma  right  from 
the  outset  was  how  much  change  to  incorporate 
into  this  new  car.  The  goal  was  to  maiiiiairi  the 
spirit  and  soul  of  past  Corvettes.  We  examined 
the  weak  points  and  turned  them  into  sr  -  P::_'r!-,s. 
1  like  to  say  the  things  that  were  good,  (r,.:!de 
great,  and  things  that  were  great  are  even  ^v-^'it.- 


Announcing  the  1 


By  David  Hill,  Chit 


In  fact,  there  was  even  some  concern  about 
making  the  car  too  civilized,  and  maybe  people 
would  lose  their  fascination  with  the  Corvette. 
When  this  was  researched,  we  were  all  surprised 
to  find  that  far  more  important  than  how  this  car 
looked  —  three  times  more  important  —  was 
how  good  it  was,  how  dependable  and  reliable. 
This  became  our  top  priority 

Ride,  Handling,  Structure  The  performance 
numbers  are  impressive  [175  miles-per-hour, 
0-60  in  4.7  seconds  (manual),  345  horsepower; 
speculation  about  all  these  numbers  has  been 
true],  but  it's  the  ride  and  handling  that  really 
make  the  C5  a  different  car. 

The  handling  is  easy,  natural,  free  of  surprises; 
you  wouldn't  have  any  hesitation  about  sending  a 
friend  out  to  drive  this  Corvette.  Even  the  most 


I  The  new  center  tunnel  structure  and  hydroformed  perir 


complete  novice  will  feel  the  difference  in  ride 
quahty.  You  can  go  500  miles  or  more  in  one 
sitting  and  still  be  in  really  good,  alert  shape, 
with  a  clear  head  and  clear  hearing,  because 
the  ride  has  been  quiet  and  easy 

We  had  some  people  drive  the  car  from  Ohic 
down  to  Florida  and  Arizona.  They  talked  aboy 
how  good  they  felt  because  the  car  is  very  kino  fi 


T 


N 


X 


out  the  C5  Corvette,  after  all.} 

ath  of  Speculation. 


[rvette  Engineer 


make  the  new  Corvette  450  percent  stiffer  than  the  C4.  | 


More  than  anything  else,  the  improved  ride 
the  result  of  increased  rigidity.  Structurally, 
le  C5  is  450  percent  stiffer  than  its  predecessor, 
\d  it  shows.  This  stiffer  structure  allows  the 
w  SLA  (short-arm,  long-arm)  suspension  to 
3  its  job  properly 

No  other  car  has  achieved  the  feeling  of  a  very 
[pensive  touring  sedan,  even  though  it's  a  high- 


performance  sports  car,  and  even  though  the 
roof  is  removed.  In  fact,  the  C5  has  the  stiffest 
frame  of  any  open-roof  production  sports  car 
It's  solid;  it  communicates  an  unprecedented 
level  of  goodness  because  of  its  breakthrough, 
best-of-class  kind  of  structural  integrity 

Entry,  Egress,  lejj  Room  Now  the  interior  space 
is  expanded  due  to  the  extended  wheelbase  and 
the  new  rear-mounted  transmission  and  fuel 
system  layout.  There's  more  leg  room,  and 
we  made  entry  and  egress  easier. 

No  matter  how  much  someone  says  that  a  sports 
car  should  be  challenging,  we  found  that  while 
people  will  put  up  with  minor  inconveniences, 
they'd  much  rather  not  be  hassled  by  a  car  Even 
sports  car  drivers  want  leg  room,  and  they  like 
to  get  in  and  out  of  their  car  easily  Almost  every- 


one we  asked  felt  the  same  way,  from  average- 
size  people  to  professional  football  players  who 
attended  a  seminar  we  held  in  Chicago. 


The  C5  transmission  is  located  in  the  rear  for  better  1 
weight  distribution  and  increased  interior  space.  J 


The  Next  Corvetie  While  the  C5  is  in  some  senses 
a  traditional  small-block  V8  Corvette,  it  really  is 
a  different  car  than  the  Vette  you've  known.  It's 
different  in  ways  1  think  people  will  appreciate. 

It's  been  a  long,  challenging  project,  and  it's 
been  hard  to  keep  quiet  about  this  whole  thing 
all  this  time.  Now  the  new  Corvette  is  real.  And 
now  all  those  years  of  speculation  end  right  here: 
with  our  new  car,  right  on  the  showroom  floor. 

As  for  the  speculators  and  spy  photographers, 
1  guess  their  work  is  done. 

Then  again,  there's  always  '98. 


Call  1-888-NEW- VETTE 
or  visit  www.chevrolet.com 


Corvette 


Corvette  and  the  Corvette  Emblem  are  registered  trademarks 
of  the  GM  Corp.  ©1997  CM  Corp.  Buckle  up,  America!  Iff 


1860-1913 


The  glory  days  of  the  global  hand. 
Goods,  labor  and  capital  flow  freely 
between  nations,  and  the  standard  of 
living  rises  across  much  of  the  world. 


1860 

A  treaty  named  for  British  liberal  Richard  Cobden 
eases  trade  barriers  between  Britain  and  France 


1870 

Union  Pacific 
expands  the  railroad 
westward  by  hiring 
Chinese  for  $32.50 
a  month  instead 
of  paying  $52 
for  other  workers. 


1892 

Ellis  Island  opens. 
The  new  facility  can 
accommodate 
up  to  7,000 
immigrants  per  day. 


wages  would  probably  have  been  5% 
to  6%  higher  in  the  U.S.  The  global 
hand,  according  to  Williamson, 
accounted  for  more  than  half  of 
the  rising  inequality  in  rich 
countries. 

No  wonder  that  then,  as 
now,  organized   labor  was 
appalled  by  what  the  global 
hand  had  wrought.  Samuel 
Gompers,  president  of  the  AFL, 
said  in  1907:  "Cheap  labor, 
ignorant  labor,  takes  our  jobs 
and  cuts  our  wages."  This  senti- 
ment in  the  U.S.  led  to  atrocities 
like  the  Chinese  Exclusion  Act  of 
1882,  which  sought  to  keep  out 
immigrants  from  poorer  countries. 
Only  somewhat  subtler,  the  AFL-CIO 
today  seeks  to  keep  out  foreign 
goods  that  it  says  are  made  by 
"exploited"  foreign  labor. 

Rising  inequality  always  makes 
people  distinctly  uncomfy.  In  the 
U.S.  in  the  late  19th  and  early  20th 
centuries  this  concern  gave  rise  to  a 
bunch  of  radical  reformers  whose 
works  were  wildly  popular. 

In    1888,   for  example, 
S  Edward  Bellamy  pubhshed 
5  Lookin£i  Backward^  a  utopi- 
5,  an,  socialist  novel  that  sold 
^  over  a  million  copies  in  its 
first  years.  (Then,  as  now, 
not  quite  everybody  was 
concerned.  William  Van- 
derbilt,  the  head  of  the 
New  York  Central  Rail- 
road, said  in  1877:  "Our 
men  feel  that,  although  I 
.  .  .  may  have  my  mil- 
lions   and    they  the 
rewards  of  their  daily 
toil,  still  we  are  about 
equal  in  the  end.  If 
they  suffer,  I  suffer, 
suffer,  they  cannot 


I 


1904 

steamship  companies  slash  the 
steerage  fare  to  $10,  making  it 
possible  for  even  more  immi- 
grants to  make  the  monthlong 
trip  from  Europe  to  the  U.S. 


and 
escape." 

In  the  U.K.,  growing  inequality 
spawned  the  Fabian  Society  and,  in 
France,  the  syndicalists. 

Thus  did  politics  begin  to  stay  the 
global  hand.  A  slow  retreat  from 
global  coherency  began  in  the  1880s, 
starting  with  trade  protectionism 
in  Germany  and  France.  At  the  same 
time,  rising  income  inequality 
prompted  restrictions  on 
immigration. 

In  the  1870s,  when  Chinese  immi- 


94 
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gration  was  running  about  12,000 
annually,  the  Union  Pacific  Railroad 
started  hiring  Chinese  workers  for 
$32.50  a  month,  $19.50  less  dian  the 
firm  had  been  paying  other  immi- 
grants. There  were  riots  and  fights 
between  Europeans  and  the  Chinese. 


Technology  hoax 

Yo!  You  PROBABLY  THINK  that  com- 
puters widen  income  inequality. 
Newspapers  are  filled  with  stories 
about  26-year-old  techies  driving 
BMW  328i's  while  experienced 
middle  managers  get  laid  off.  Books 
predict  that  automation  will  end 
sweat-of-the-brow  work  in  the  next 
century.  Bill  Clinton,  always  quick 
with  the  cliche  and  ever  eager  to 
ride  a  trend,  said  in  his  State  of  the 
Union  address  that  those  without 
technological  savvy  will  lose  out. 

One  of  the  most  extreme  propo- 
nents of  the  technology  theory  is 
Jeremy  Rifldn,  author  of  The  End  of 
Work.  Using  prose  designed  to  scare 
the  pants  off  Middle  America, 
Rifldn  writes  that  computers  wreak- 
ing havoc  on  today's  workplaces  are 
different  from  the  technologies  that 
shook  previous  generations.  In  the 
past  workers  thrown  out  of  their 
jobs  were  quickly  able  to  find  work 
in  new  industries.  Farm  laborers 
replaced  by  tractors  went  into  man- 
ufacturing. Factory  workers  dis- 
placed by  automation  moved  over 
to  the  service  sector. 

But  this  time  around,  Rifldn 
argues,  service-sector  employees  are 
being  completely  put  out  of  busi- 
ness. Bank  tellers  are  being  replaced 
by  automated  cash  machines.  Even 
doctors  could  be  at  risk  fi-om 
machines  designed  to  perform  hip 
replacement  surgery.  Eventually, 
Rifldn  warns,  factories  filled  with 
workers  could  be  replaced  by  a 
cadre  of  elite  professional  workers 
surrounded  by  machines. 

Rifldn  is  a  bit  of  a  nut,  but  Jeremy 
Greenwood,  a  professor  of  econom- 
ics at  the  University  of  Rochester, 
isn't.  We  are,  he  says,  in  the  midst 
of  "the  Third  Industrial  Revolu- 
tion." Greenwood  and  Mehmet 


The  result?  The  Chinese  Exclusion 
Act  of  1882,  which  restricted  immi- 
gration. The  lobbying  was  spear- 
headed by  the  Workingman's  Party  of 
California,  led  by  Denis  Kearney — an 
Irish  immigrant. 

Between  1907  and  1924  the  U.S. 


Yorukoglu,  an  economist  at  the 
University  of  Chicago,  argue  that 
educated  workers  catch  on  faster  to 
new  technology.  Thus  the  Third 
Revolution  dooms  the  uneducated 
and  untrained. 

They  point  to  1974  as  a  pivotal 
year — that's  when  information  tech- 
nologies really  took  off  and  income 
inequality  began  to  rise  sharply.  The 
gap  between  the  average  wage 
earned  by  the  upper  quartile  and 
the  average  wage  earned  by  the 
lower  quartile,  which  had  remained 
constant  fi-om  1959  to  1970,  sud- 
denly jumped  by  22%  fi-om  1970 
to  1988. 

Sure,  but,  a  closer  look  tells  a  dif- 
ferent story.  In  his  book  Fat  and 
Mean,  economist  David  M.  Gordon 
points  out  that  lower- skilled  work- 
ers saw  wages  fall  before  computeri- 
zation really  took  off.  Earnings  had 
already  collapsed  for  low-wage 
workers  by  1984,  while  computers 
only  really  started  infiltrating  work- 
places around  1983-1984. 

"Were  businesses  so  shrewd  and 
prescient  that  they  anticipated  the 
coming  trends  in  computerization 
and  began  dumping  their  lower- 
skilled  workers,  as  it  were,  before 
the  deluge Gordon  writes. 

Even  now  that  computers  have 
crept  onto  most  workers'  desks, 
unemployment  remains  at  a  low 
5.3%.  Hardly  a  mass  takeover  by 
machines.  And  if  technology  is  such 
a  bugaboo,  those  who  have 
embraced  it  entirely  should  be  win- 
ners. Not  always  so.  As  overall 
income  inequality  has  grown,  even 
some  of  those  who  have  learned 
technology — such  as  computer 
operators  and  engineering  techni- 
cians— have  seen  their  wages  fall. 

-S.L.  and  C.F.  H 
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Cocktail  ColleGtion 

IN  SUPPORT  OF 

MADD 

MpTHEJts  Against  Drunk  Driving 

AVAILABLE  AT  '^^kr 
BLOOMINGOALES  •  THE  BON  MJ^IP'g. 
MACY'S  •  BURDINES  •  RICH'S  LAZ^(7US 
GOLDSMITH'S  •  STERN'S. 


Cost-cutting  Tool 


Now  here's  a  sharp  idea.  A  travel  payment  system 
that  can  actually  help  you  cut  your  corporate 
travel  costs.  The  Air  Travel  Card.  With  it,  you  can 
get  customized,  centralized  billing  information  in 
a  format  that  directly  interfaces  with  your  internal 
accounting  system.  It  saves  you  money  and  time 
during  reconciliation  and  allows  you  to  better 
understand  and  manage  your  corporate  travel 
expenditures.  Best  of  all,  the  Air  Travel  Card  has 
no  annual  fees  and  no  per  card  charges.  All  of 
which  makes  it  The  Ultimate  Corporate  Payment 
System^"  No  matter  how  you  slice  it. 

*  Ail  you  need  to  know. 

1-800-222-4688  or  202-626-4225 
http://air-travel-card.com 


Moman  means  mon 


More  ways  to  unlock  value 


strategic  advice   m  mergers  &  acquisitions   •   debt  &  equity  capital  raising  •  swaps 


han  the  obvious  solution 


The  obvious  solution  may  not  always  be  the  one  that  takes  you  furthest.  Who  can  you 
trust  to  help  you  evaluate  all  your  options?  J.R  Morgan.  We  provide  you  wWh  more. 

More  discipline  to  find  the  approach  that's  right,  not  just  easy.  More  focus  on 
delivering  value  for  your  shareholders,  not  simply  on  doing  a  deal.  More  of  a  global 
mind-set,  based  on  deep  roots  in  key  markets  around  the  world.  And  more  experience 
turning  smart  ideas  into  well  executed  ones,  to  take  you  as  far  as  you  can  possibly  go. 

No  wonder  that  in  1996,  more  firms  than  ever  turned  to  J.R  Morgan,  making  us  the 
number  one  advisor  in  Latin  America,  number  two  in  Europe,  and  number  five 
worldwide,  with  $122  billion  of  completed  transactions.  Among  these  were  some 
of  the  year's  largest,  most  complex  -  and  most  well  received  -  deals  for  clients  like 
Aetna,  Cibo-Geigy,  and  Gillette. 

Objectivity.  Creativity.  Global  thinking.  Winning  for  our  clients.  These  all  add 
up  to  more. 

www.jpmorgan.com 


J  P  Morgan 


ivatives  •  credit  arrangement  &  loan  syndication  •  sales  &  trading  •  asset  management 

®I997  J  P  Mot{}an  &  Co  Incorporated  J  P  Morgan  Securities  Inc  .  memtiei  SIPC  J  P  Morgan  is  the  marketing  name  lor  J  P  Morgan  &  Co  IncorporaleO  and  its  suttsidiaries  worl{]wide  Morgan  rrwans  more'-"  is  a  service  mark  ol  J  P  Morgan  &  Co  Incorporated 


1913-1950 


The  global  hand 
is  rejected; 
nations  turn 
inward. 


1914 

The  Panama  Canal 
opens— just  as 
globalization  slows. 
It  provides  a  shortcut 
between  oceans. 


1917 

Fear  of  immigration  spurs 
a  law  barring  Asians  other 
than  Japanese  from  the  U.S 


1929 

The  stock  market  crashes.  The  retreat 
from  globalization  helps  tip  the  world 
into  the  Great  Depression. 


1930 

Smoot-Hawley  Tariff  Act  raises 
rates  higher  than  ever  before 
in  U.S.  history;  Canada,  our 
largest  trading  partner,  raises 
tariffs  in  retaliation. 


placed  further  restrictions  on  immi- 
gration, which  reached  a  low  point  in 
1930;  indeed,  fewer  immigrants 
arrived  during  the  decade  of  the 
1930s  than  in  the  year  1907. 

The  U.K.,  Canada  and  Australia 
also  moved  to  limit  immigrants  by 
using  outright  restrictions,  imposing 
a  "landing"  tax  and  withdrawing 
immigrant  subsidies. 

This  slow  retreat  from  globaliza- 
tion became  total  rejection  in  1914. 
Harvard's  Williamson  says:  "Interna- 
tional migration  fell  to  a  fraction  of 
its  prewar  level,  capital  movements 
were  severely  restricted  and  com- 
modity trade  was  suppressed." 

As  trade  protection  rose  and  the 
flow  of  labor  and  capital  slowed, 
world  growth  turned  negative. 
Trends  to  inequality  stopped,  but  the 
rise  in  living  standards  was  halted. 

Did  this  rejection  of  the  global 
hand  help  bring  about  the  human 
catastrophe  of  World  War  1?  The 
causes  of  WWl  were  manifold,  but 
economics  certainly  played  a  role. 
Germany  was  impelled  to  military 
expansion  in  part  because  trade  bar- 
riers deprived  its  efficient  industry 
of  markets;  lack  of  immigration 
opportunities  caused  it  to 
cast    covetous    eyes  on 
Ukraine  and  on  colonies. 

The  implosion  of  the 
global  hand  continued 
after  World  War  I  with 
a  wicked  round  of 
protectionist  tariffs. 
In  the  U.S.,  trade 
barriers  went  up  with 
the  Fordney-McCumber 
and  Smoot-Hawley  tariffs. 
Canada,  by  far  our  largest  trading 
partner,  retaliated  with  its  own 
megatariff  in  1930.  And  the  U.K., 
once  the  mom  of  free  trade,  passed 
the  Empire  Preference  in  1932, 
which  favored  imports  from  the 
dominions  and  levied  tariffs  on  those 
from  outside. 

The  rejection  of  the  global  hand 
also  helped  tip  the  world  into  the 
Great  Depression.  And  without 
doubt  it  was  a  precipitating  factor  in 
World  War  11. 

This  time,  however,  the  world 
learned  its  lesson.  With  peace  came 
Bretton  Woods  and  the  gatt  chats. 
Nations  sought  to  break  down  the 
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Siebe  process 

controls 
remove  clogs 
from  Dutch 


factories. 
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At  work  in  almost  every  aspect  of  life  worldwide, 
you'll  find  a  British  engineering  company  called  Siebe. 
Our  process  control  systems  help  produce  and  bottle 
millions  of  gallons  of  lager,  making  the  process  as 


r 


smooth  as  the  product  itself.  Beyond  the  world's 
I     breweries,  our  innovations  stretch  from  cookers  to 
compressors,  from  semi-conductors  to  power  controls. 
And  we're  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic, Saxon  House.  2-4Viaoria  Street. Windsor.  Berkshire  5L4  lEN.  England.  Tel.  +44  1753  855411,  Siebe  Inc.  33  Commercial  Street.  Foxboro.  MA  02035  USA. Tel.  I-800-52I-045I. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 


VICTORIAN  PICTURES 


Frederic,  Lord  Leighron.  P.R.A., 
R  W.S,,  H.R.S.W.  (1830-1896), 
"HIT",  oil  on  canvas 
30  by  23  in. 
Auction  estimate 
£80,000-120,000 


Auction  in  London:  Wednesday,  June  4,  1997 

SQTHEBYS 

London 

FOR  MORE  INFORMATION,  PLEASE  CALL  MARTIN  GALLON  IN  LONDON 
at  44  (171)  408  5386  or  fax  44  (171)  408  5962.  To  purchase  an  illustrated  catalogue, 
please  call  (800)  444-3709.  Sotheby's,  34-35  New  Bond  Street,  London  WIA  2AA; 
Sotheby's,  1334  York  Avenue,  New  York,  NY  10021 


Today  air  freight  can  bring 
garments  made  in  Hong 
Kong  to  New  York  almost 
as  fast  as  garments  made 
right  in  the  city. 

barriers  to  trade,  to  capital,  to  labor. 
And  the  global  hand  is  again  at  work. 
(But  the  damage  was  severe;  it  has 
taken  several  decades  to  regain  lost 
ground.  Global  trade  relative  to  GDP 
only  came  back  to  where  it  had  been 
in  the  1970s.  Capital  flows  didn't 
reach  pre- 1914  levels  until  the  1990s, 
and  immigration  has  only  begun  to 
recover  in  the  past  two  decades.) 

Trade  is  once  again  zooming. 
While  world  output  has  been  grow- 
ing at  an  average  annual  rate  of  4% 
since  1950,  trade  has  marked  an  aver- 
age annual  increase  of  6%.  Moreover, 
trade  among  rich  and  poor  countries 
has  blossomed.  The  share  of  output 
exported  from  poorer  countries  rose 
from  8%  in  1969  to  18%  in  1990  as 
Taiwan,  Hong  Kong  and  Singapore 
pushed  exports  of  clothes,  footwear 
and  toys. 

Again,  lower  trade  barriers  are 
aided  by  cheaper,  quicker  transporta- 
tion and  communications.  This 
means,  as  well,  the  easier  movement 
of  capital,  components,  machinery 
and  even  plants. 

Spurned  at  first  as  a  challenge  to 
national  sovereignty,  multinational 
companies  have  helped  spread  ideas 
and  technology  to  distant  corners. 
Companies  have  become  expert  in 
managing  worldwide  operations. 
Today  air  freight  can  bring  garments 
made  in  Hong  Kong  to  the  New 
York  market  almost  as  fast  as  gar- 
ments made  right  in  the  city.  Many 
American-built  cars  are  loaded  with 
Japanese  components,  as  Japanese- 
built  cars  are  with  American  ones. 

Capital  flows  have  also  accelerated. 
At  the  end  of  World  War  11,  only  the 
U.S.  had  capital  to  export,  but  in  the 
1970s  capital  fi-om  OPEC  started  spin- 
ning around  the  world. 

"These  were  big  in  terms  of  total 
flows,"  says  Joseph  P.  Quinlan,  an 
economist  at  Dean  Witter,  "but  1985 
marks  a  turning  point  in  terms  of 
sheer  bigness."  Japan,  the  U.S.  and 
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'^/^        ^  technology  that  allows  us  to  independently 
create  superior  fermentation  products  used  in  the  food 
and  feed  industries.  A  technology  that's  supported  by 
our  experience  and  our  abundant  supply  of  raw  materi- 
als. Throyjgh  fermentation  we  can  efficiently  convert 
existing  resatHces  intT vitamin  C,  xanthan  gum,  IVISG, 
lysine,  and,  threonine. 

With^ie- naked  eye  you  can't  see  our  miraculous  . 


Tmem 


ta  il  on] 


technology,  but  our  commitment  lltHfrrrienlation  is 
eviden^Our  plant  is  the  largest  of  its  kind  in  existence. 
And  it's  there  that  our  research  scientists  turn 
state-of-the-art  technology  into  a  unique  product 
Jine.-.with  more  to  it  than  meets  the  eye;;^.  ;;;/V^^  V  ' 
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IS 

BORM. 


May  15,  1990: 
Inspired  by  childhood  memories,  a 
designer  at  Pacifica,  Chrysler's  California 
design  studio,  scribbles  the  words 
"production  hot  rod"  on  a  3"x  5"  card. 


August  13,  1990' 
Designer  walks  in, 
colleague's  office  w. 
loose  sketch  of  21: 
century  open-whe 
roadster.  That 
evening,  a  group 
gathers  to  discuss 
how  it  could  be  but 


February  1,  1996: 
"The  only  action  more  outrageous  than 
creating  a  Prowler  show  car  is  building  copies  for  sale 

to  the  public.  Proving  that  this  is  not  your  average 
car  company,  Chrysler  Corporation  intends  to  do  just 
that."-  Motor  Trend,  February  1996 


January  10,  1996: 
Wearing  shades  a  la  Jake  ana 
Elwood,  Chrysler  Chairman 
Bob  Eaton  and  Bob  Lutz  whei 

Prowler  prototype  into  the 
North  American  International 
Auto  Show  to  announce 
that  it  will  become  a  limited 
production  1997  Plymouth. 


What's  the  point  of  building  an  outrageously  cool 
concept  car  if  the  closest  anyone  can  get  to  it  is 
behind  a  velvet  rope  at  some  auto  show?  That's  what 
we  thought  too.  At  Chrysler  Corporation,  concept 


vehicles  aren't  just  exercises  in  corporate  vanit 
They're  laboratories  for  testing  new  ideas.  Whe, 
people  respond  to  those  ideas,  we  pay  attentioi 
Sometimes  we  incorporate  them  into  your  next  ca 


Visit  our  World  \ 


)  Alte,  at  http://www.chrvslercorp.c6m.  or  Call  toll-free  1-888-GREATCARS.     Drag  Nut  name  mid  artwork  courtesy'  of ' Revell-Moiiograiii,  I 
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September  18, 1990: 
Chrysler  Design  Chief  Tom  Gale  starts 
work  on  his  own  custom  street  rod. 


May  9,  1991: 
Chrysler  top  management  gets  wind  of 
project.  Message  from  President  Bob  Lutz: 
"If  you  want  this  to  see  the  light  of  day,  it 
better  have  one  hell  of  an  attitude." 


May  20,  1991: 
Lutz  is  shown  scale  model  of 

concept  car.  Grinning,  he 
agrees  zuith  recommendation 

to  build  full-size  version. 
Prefect  is  named  "Prowler." 


April  15,  1995: 
First  prototype  body  parts, 
fabricated  entirely  from 
aluminum,  are  delivered. 


January  7,  1993: 
Prowler  show  car 
draws  huge  crowds 
at  the  North  American 
International  Auto 
Show  in  Detroit,  followed 
by  impassioned  pleas  to 
put  it  into  production. 


May  10,  1992: 
Chrysler  team  travels  to  the 
NSRA  Street  Rod  Nationals 
for  research,  inspiration, 
and  rousing  performance 
by  Peter  Noone  and 
Herman 's  Hermits. 


GREAT  TRUCKS 

^  CHRYSLER  CORPORATION 


fuck,  sport  utility,  or  rninivan.  And  sometimes  we 
[ctually  produce  that  heart-stopping  design  you  saw 
ip  on  the  stand.  It's  what  you  do  when  great  cars  and 
Irucks  are  what  you're  about. 


mays  wear  your  seat  bell. 


1950-present 

The  global  hand  returns,  as  countries  knock  down  trade  walls,  capital  barriers 
and  stringent  immigration  rules.  Asian  countries— including  Japan  and 
South  Korea — particularly  benefit  from  growth  this  time  around.  Per  capita 
income  in  those  countries  soars. 


1972 


Germany  all  send  money  abroad,  a 
lot  to  developing  countries,  especial- 
ly in  Asia. 

Along  with  goods  and  money, 
labor  is  once  more  flowing  across 
national  boundaries.  The  Philippines, 
for  example,  is  the  largest  exporter 
of  female  labor  in  the  world,  and  mil- 
lions of  Asians  worked  as  contract 
laborers  in  countries  like  the  Gulf 
States  between  1969  and  1989.  Cur- 
rently the  United  States  receives 
800,000  legal  immigrants  and 
300,000  illegals  a  year. 

This  period  of  global  hand  activity, 
just  like  the  last  one,  has  had  one 
enduring  payoff — it  leaves  participat- 
ing economies  better  off  All  coun- 
tries grow  faster  and  experience 
higher  living  standards. 

Why.>  Because  the  global  hand 
allows  countries  to  specialize  in  their 
comparative  advantages.  Instead  of 
producing  its  own  cars  and  televi- 
sions, Chile  buys  them  from  Japan 
and  sends  back  table  grapes  and 
copper. 

Moreover,  the  global  hand  is  again 
promoting  earning  equality  within 
poorer  countries  and,  as  their  living 
standards  rise  faster  than  in  richer 
countries,  closing  the  gap  between 
rich  and  poor  countries. 

Hard  to  remember,  but  Japan,  for 
all  its  military  strength,  was  dirt-poor 
in  the  1920s  and  1930s — so  poor 
that  farmers  often  sold  their  daugh- 
ters into  prostitution  because  they 
could  not  afford  to  raise  them. 

Japan  began  by  exporting  low- skill 
manufactures  like  toys,  then  shifted 
to  medium-skill  electronic  goods  and 
finally  focused  on  high-skill  manufac- 
tures like  luxury  cars.  In  the  process 
Japan  has  exported  its  textile  and  toy 
industries  to  poorer  countries, 
making  them  richer.  Japan,  for  all  its 
current  aches  and  pains,  now  has  the 
second-highest  per  capita  income 
among,  industrial  democracies. 

Or  consider  South  Korea,  which 
started  by  exporting  wigs  and  toys 
after  World  War  II  and  then  moved 
on  to  steel,  ships,  cars  and  semicon- 
ductors. Annual  per  capita  income 
went  from  $87  in  1962  to  $10,076 
in  1995. 

But  now,  just  as  in  the  mid- 19th 
century,  the  global  hand  has  created 
a  yawning  earnings  gap. 
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THE  SOLE  OF  SOCGESS.  He  has  a  gold  medal  a  34  record, 

Riiliions  of  fans  ond  two  comfortable  feel  Oscar  Be  La  Uoya 
His  success  -  boxing  chomp.  His  style  -  looking  good.  His  shoes- 
Rorsheim  Comfortech  Hointenonce  Free.  They  look  great,  feel 
great  and  stoy  looking  new.  So,  maybe  it's  the  shoes  that  attract  so 

many  adoring  fons?  h!tp:/www.f!orsheiin.coin.  For  store  locotions 
call  1-800-446-3500. 


Oscar  De  La  Hoya  vs  Perneli  Whitaker.  Soturday.  April  12. 
Live  on  Pay-Per-View.  Call  your  coble  or  satellite  company  to  order. 


F LO  R  S  H  E  I  M 


A  donotion  has  been  mode  to  the  Oscar  Oe  La  Hoya  Boxing  Youth  Center. 
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longer  than  some  of  my  punchlines!'  Louis  Rich' 

Oven  Roasted  Turkey  Breast  comes  In  pacica^es  designed  to  open  and  close  over  and 
over,  yet  seal  tight  after  each  use.  And  the  less  your  lunch  meat  sits  out  in  the  air.  the 
morer^Mit  sta^s  Pmny  make  Of  it? 


How  to  Mak£:  i 

Dena's 
Extra  Cheesy 
Turkey 
BageL 

(Don't  laugh,  now,) 

Louis  Ri^  Oven  Roasted  Turkey 
Breast  comes  in  pacloses  desisned 
to  open  and  close  so  your  turi{ey 
stays  nice  and  moist.  And  that 
comes  in  handy  when  Dena  malces 
her  Extra  Cheesy  Turkey  Bagel. 
Because  she  knows  stale  turkey 
makes  anything  but  a  fun  sandwich. 

•  Louis  Rich'  Oven  Roasted 
Turkey  Breast 

•  Whole  Wheat  Bagel 

•  Alfalfa  or  Radish  Sprouts 

•  Roasted  Red  Pepper  Strips 

•  Cucumber  Slices 

•  Shredded  Cheddar  Cheese 

•  Garlic  Herb  Cheese  Spread 

That's  one  way  Dena  is  making  her 
lunches  a  little  more  entertaining. 
But  what  you  do  with  your  sandwich 
is  up  to  you.  A  little  Imagination 
can  go  a  long  way.  So  see  where 
Louis  Rich"  can  help  take  yoii. 

©  1997  Louis  Rich  Company 


Once  again,  as  richer  countries 
start  to  import  the  products  of  less- 
skilled  labor,  prices  for  those  products 
fall  and  there  is  less  demand  for  the 
domestic  labor  that  makes  them. 
Adrian  Wood,  a  University  of  Sussex 
economist,  points  out  that  in  extreme 
cases,  "as  developing  countries  learn 
to  make  low-skill  manufactures,  the 
labor-intensive  sectors  of  developed 
countries  have  vanished." 

And  at  the  same  time  immigration 
is  swelling  the  supply  of  unskilled 
workers.  A  disproportionate  number 
of  U.S.  immigrants  are  high  school 
dropouts;  thus  they  increase  the 
number  of  unskilled  workers  and  con- 
tribute to  the  decline  in  relative  pay. 

George  Borjas,  an  economist  at 
Harvard  University,  says,  "the  export 
of  skill-intensive  products  raises  the 
demand  for  skilled  workers,  aggravat- 
ing the  gap  between  skilled  and 


Economist  Douglas  Holtz-Eakin  says,  "I 
don't  care  if  there's  inequality  in 
wages  because  markets  are 
supposed  to  identify  opportunities." 


unskilled." 

Economist  Wood  thinks  that  glob- 
alization has  probably  accounted  for 
almost  all  of  the  rise  in  inequality  in 
the  U.S.  and  other  OECD  countries 
since  the  1970s. 

And  so  history  repeats.  As  hap- 
pened in  the  previous  great  wave  of 
globalization,  concerns  over  worsen- 
ing earnings  inequality  are  surfacing. 
Some  of  this  anxiety  is  expressed  in 
anti-trade,  anti-immigration  senti- 
ment by  right-wing  political  parties. 

In  France,  for  instance,  the  anti- 
immigrant,  anti-European  Union, 


National  Front  party  just  won  control 
of  a  fourth  city.  For  a  while  in  the 
U.S.,  people  even  paid  attention 
when  Ross  Perot  complained  that 
trade  involves  a  "giant  sucking 
sound"  as  richer  economies  export 
jobs  to  poorer  countries. 

And  then  there's  the  group  that 
blames  income  inequality  on  tech- 
nology, which,  they  argue,  endows 
everybody  who  sits  in  front  of  a  com- 
puter with  magic  earnings  power  (see 
box,  p.  96).  A  distant  relative  of  this 
technology  argument  is  that  the 
income  gap  is  becoming  permanent 
and  aggravated  because  iQs  are 
becoming  more  polarized. 

All  this  is  nonsense. 

You  can  slow  or  eliminate  pressure 
on  the  lowest  wages  by  staying  the 
global  hand,  but  you  will  make  every- 
one poorer.  Sure,  banning  or  restrict- 
ing the  flow  of  shoes  and  textiles  and 
garments  from  low-wage  countries 
would  benefit  some  low-wage  work- 
ers in  the  U.S.  But  it  would  prevent 
China  and  India  and  Egypt  from 
climbing  out  of  poverty.  As  Sussex's 
Wood  points  out:  "Greater  intimacy 
between  developed  and  developing 
countries  has  had  large  benefits  for 
developing  countries,  raising  average 
living  standards  and  accelerating 
development." 

Absent  the  intimacy  between 
developed  and  developing  countries, 
rich  countries  would  also  suffer.  If 
growth  slows  in  China,  for  instance, 
Boeing  would  lay  off  workers  m  Seat- 
tle. We  would  be  gaining  low- wage 
jobs  and  losing  high-wage  jobs. 

There  are  other  consequences  to 
staying  the  global  hand,  too.  What  if 
every  nation  had  to  invent  an  airplane 
in  order  to  use  one?  What  if  U.S.  rail- 
roads in  the  1 9th  century  could  only 
have  been  built  by  U.S.  capital,  not 
British.^ 

Or  what  if  the  Aswan  Dam  had  to 
be  financed,  engineered  and  con- 
structed exclusively  by  Egyptians? 
What  if  Soviet  tanks  hadn't  chased 
Andy  Grove  out  of  Hungary?  Or 
suppose  the  U.S.  had  refused  him 
entry  because  the  Hungarian  quota 
was  filled  that  year? 

A  broader  view  of  history  shows 
that  periods  of  inequality  come  and 
go;  the  1950s  and  1960s,  for  exam- 
ple, had  decidedly  less  inequality 


LOUIS  RICH,  wmm 

What'll  you  make  of  it 
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we  ran  no-  the  building  s . 


len  you  think  about  Wall  Street,  you 
Dably  think  buildings  and  money.  Now 
k  about  the  connection  between  the  two. 
people  at  Johnson  Controls  have.  And 
It  we've  come  up  with  is  absolutely 
nishing.  In  fact,  it  cost  over  $70  billion  to 
the  buildings  in  North  America  last  year. 
Much  of  the  money  was  terribly  mis- 
nt.  On  energy,  maintenance,  repair 
staffing.  Even  more  on  the  other  build- 
systems  and  support  operations  that 
1  part  of  a  modern  building  or  facility, 

)     SERVICE    BUILDING 


from  reprographics  to  communications 
to  security  and  corporate  real  estate. 

No  one  understands  facility  operational 
costs  better  than  Johnson  Controls.  And 
no  one  does  more  to  control  them.  We  can 
engineer  highly  efficient  building  energy 
systems.  We  can  streamline  and  manage 
the  operations  of  a  building  or  multiple  facil- 
ities. We  can  help  manage  your  properties. 
We  can  write  performance  contracts,  with 
guaranteed  savings.  We  can  help  compa- 
nies that  are  restructuring  make  the  best  use 

PERATIONS     AND  MAINTENAN 


of  excess  or  underutilized  facilities.  And 
with  offices  in  200  cities  worldwide,  we  can 
bring  a  global  perspective  to  your  buildings 
and  their  operations. 

It's  a  vase  range  of  services.  But  the  goal 
is  simple.  Create  building  environments  that 
work  better  and  save  you  money.  Lots  of 
it,  often  millions.  Call  1-800-972-8040, 
ext.  298.  You  could  discover  a  fortune. 
Right  within  the  walls  of  your  building. 

JgHNSON 

contrIls 

C  E    NETWORK  INTEGRATION 


Mobility  matters 

Of  course  it  is  lamenta- 
ble that  some  people 
reside  at  the  lower  end  of 
the  income  scale,  but — 
unless  everyone  earns  the 
same  amount — by  defini- 
tion, somebody  has  to  be 
at  the  bottom.  What  really 
matters  is  if  the  same 
people  are  trapped  in  the 
bottom  of  the  distribution 
with  no  hope  of  escape.  In 
other  words,  what  matters 
is  mobility. 

The  fact  is  that  the  U.S. 
has  admirable  economic 
mobility.  By  and  large,  the 
poor  don't  stay  poor,  nor 
do  the  prosperous  always 
stay  prosperous.  The  earn- 
ings inequality  figures  are 
misleading  in  that  they  say 
nothing  about  earnings 
over  a  lifetime  or  about 
the  potential  for  moving 
up.  And  for  the  most  part, 
people  do  move  up. 

In  1995  the  Federal 
Reserve  Bajik  of  Dallas 
published  a  comprehensive 
paper  on  the  dynamics  of 
income  distribution.  It 
reported  on  the  results  of  a 
University  of  Michigan 
tracking  study,  which 
found  that  of  those  who 
were  in  the  bottom  fifth  of 
income  earners  in  1975, 
only  5%  were  still  there  in 
1991.  In  short,  of  20 
bottom-dwellers  in  1975, 
only  one  was  still  stuck 
there  16  years  later. 

And  look  at  this:  A 
majority  of  those  who 
moved  up  had  made  it  to 


the  top  60%  of  the  distri- 
bution— that's  middle  class 
or  better.  Almost  29%  of 
the  bottom-dwellers  rose 
to  the  top  quLntile. 

In  all,  it  was  the  poor, 
not  the  rich,  who  made 
the  most  dramatic  income 
gains — sure,  the  rich  got 
a  Httle  richer,  but  the 
poor  got  much,  much 
richer. 

Who  are  those  at  the 
bottom  of  the  distribu- 
tion? Some  are  undoubt- 
edly the  unskilled.  But  the 
Dallas  Fed  points  out  that 
one  group  consists  of 
downwardly  mobile 
people — mobility  is,  after 
all,  a  two-way  street. 
Some  are  voluntarily 
downwardly  mobile,  like 


retirees;  others  end  up  in 
the  bottom  after  losing 
their  jobs  or  experiencing 
other  forms  of  bad  luck. 

Another  group  contains 
those  who  are  new  to  the 
labor  force,  like  students 
with  part-time  jobs.  A  kid 
may  be  flipping  hamburg- 
ers on  her  way  to  becom- 
ing a  highly  paid  electron- 
ics engineer. 

Another  important  thing 
to  remember  when  looking 
at  income  studies  over  time 
is  that  as  a  society  gets 
richer,  the  quintile  bound- 
aries in  the  distribution 
rise.  That's  another  way  of 
saying  that  even  the  poor- 
est people  are  getting 
better  off  even  tliough 
their  relative  standing  may 


Moving  on  up 


Jumped  one  or  more  income  brackets 

Same  income  bracket 

Declined  one  or  more  income  brackets 


Lowest         Second         Middle         Fourth  Highest 
fifth  fifth  fifth  fifth  fifth 

Source:  U.S.  Treasury  Department. 

Americans  do  get  ahead.  More  than  85%  of  those  at  the  bot- 
tom of  the  income  ladder  moved  up  between  1979  and  1988. 


deteriorate.  Today's 
welfare  client  has  a  better 
living  standard  than 
the  ditchdigger  of  50 
years  ago. 

Most  media  mentions 
of  income  inequality  con- 
sider only  one  side  of  the 
equation.  Although  top 
households  in  the  Dallas 
Fed  study  outearned 
bottom  ones  by  a  factor 
of  13-to-l,  when  it  comes 
to  consumption  per 
person  the  gap  was  only 
2-to-l. 

In  1993  the  bottom 
quintile  consumed  $7,026 
in  food,  clothing,  housing 
and  transportation  per 
person.  The  top  quintile 
consumed  $14,556.  The 
top  quintile  may  have 
worn  more  expensive 
clothes,  but  they  didn't 
wear  warmer  ones. 

Why  is  the  income  gap 
wider  than  the  consump- 
tion gap?  Because  richer 
households  pay  more 
taxes,  give  more  to  charity, 
invest  more  in  education 
and  save  more;  while 
poorer  families  often  sup- 
plement their  income 
through  food  stamps, 
unemployment  benefits 
and  other  programs.  For 
instance,  in  1993  the 
lowest  bracket  paid  $558 
in  taxes,  the  highest  paid 
$16,416. 

Is  there  an  income  gap? 
Yes — but  so  what,  if  the 
same  trend  that  is  causing 
the  disparity  also  makes 
everyone  better  off? 

-S.L.  and  C.F.  WM 


compared  to  both  now  and  the 
prewar  years.  However,  as  this  cur- 
rent period  of  intense  international 
cohesiveness  matures,  inequality  in 
richer  countries  has  worsened.  The 
process  by  which  a  worldwide  global 
hand  picks  up  labor,  capital,  tech- 
nology and  goods  and  puts  them 
down  where  they  earn  their  highest 


returns  is  not  always  fair. 

Short  of  putting  the  kibosh  on  the 
global  hand,  there  are  two  choices. 
European  countries  have  compressed 
earnings  by  subsidizing  unskilled 
workers.  They  have  less  inequality 
than  the  United  States  has,  but  the 
tradeoff  is  rather  nasty — much  higher 
unemployment  and  more  unskilled 


workers  and  the  rise  of  the  radical 
right.  (In  the  French  cit>'  of  VitroUes, 
site  of  the  National  Front  Party's 
most  recent  victory,  unemployment  is 
19%.) 

The  other  route,  one  followed  by 
the  U.S.,  is  to  allow  relatively  higher 
wages  for  skilled  workers  in  order  to 
encourage  workers  to  improve  their 
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A  promise  some  tkin^s  are  more  important  tkan  leaving  tke  kouse  at  7:15. 


A  promise  not  to  care  if  you'd  ratker  play  tke  drums  tkan  footkaU. 


A  promise  to  always  ke  kekind  you  even  wken  you're  on  your  own. 


NotKi  LinJs  us  one  to  tke  otker  like  a  promise  kept.  For  more  tkan  140  years,  we  ve  keen  kelpin^  people 
keep  tkeir  promises  ky  ensuring  we  kave  tke  financial  strengtk  to  keep  ours.  Tkat's  wky  families  and 
kusinesses  rely  on  us  to  insure  tkeir  lives  and  tkeir  financial  future.  We  kelp  you  keep  your  promises f 
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%  MassMutual 

The  Blue  Chip  Company 


Why  is  Jack  White  &  Company 

the  f  1  Discount  Broker 
Three  Years  in  a  Row? 


Successful  companies  provide 
an  environment  where  Integrity, 
Excellent  Service  and  Innovation 

thrive.  Innovation  comes  from 

listening  to  clients  and  responding 
to  them. " 


Jack  White,  Presidentt 


Providing  an  environment  for  success 
has  distinguished  our  corporate  team. 
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"As  long  as  living 
conditions  are  good— 
and  they  are— we  shouldn't 
focus  on  inequality." 


skills.  This  results  in  less  unemploy- 
ment, fewer  unskilled  workers  and 
more  skilled  ones. 

Indeed,  many  economists  feel  that 
the  widening  gap  sharpens  the 
incentive  to  get  skills.  If  the  govern- 
ment starts  to  subsidize  the  less 
skilled,  the  supply  response  will  be 
slower,  and  the  problem  will  be 
protracted. 

And  people  do  respond  to  incen- 
tives. As  Sussex's  Wood  points  out: 
"Four  or  five  years  ago  in  the  U.K., 
over  50%  of  the  students  left  school 
at  16;  that  has  now  dropped  to  well 
under  half  as  parents  and  kids  under- 
stand that  they  can't  get  jobs  without 
more  education." 

Douglas  Holtz-Eakin,  an  econo- 
mist at  Syracuse  University,  says:  "I 
don't  care  if  there's  inequality  in 
wages  because  markets  are  supposed 
to  identify  opportunities." 

The  bigger  test  is  whether  a  coun- 
try has  decent  economic  mobility.  In 
the  U.S.,  for  example,  there  is  good 
mobility — especially  for  earners  at  the 
bottom  (see  box,  p.  112). 

Simply  put,  a  knee-jerk  response  to 
rising  inequality — restricting  trade, 
migration  and  capital  flows — would 
especially  trounce  the  poor  countries 
of  South  Asia,  Latin  America,  East- 
ern Europe  and  the  former  Soviet 
Union,  which  are  just  beginning  to 
globalize. 

Wouldn't  we  be  better  off  with  a 
prosperous,  stable  Mexico  on  our 
southern  border — like  Canada  on  our 
northern  border.^ 

"As  long  as  living  conditions  are 
good — and  they  are — we  shouldn't 
focus. on  inequality,"  says  Holtz- 
Eakin.  He's  right.  Achieving  equali- 
ty by  lowering  living  standards  is  just 
like  snipping  off  your  nose  to  spite 
your  face. 

Remember:  Richard  Cobden,  the 
guy  who  started  the  whole  thing, 
wasn't  trying  to  drag  down  the 
British  landed  gentry.  He  was  just 
trying  to  put  more  bread  into 
people's  larders.  H 
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ARIZONA'S  HIGH-TECH 
WORKFORCE  STANDS  TALL. 


Your  hifth-lech  business  belongs  in  Arizona.  Because  we  have  the  trained  work  force  to  help  you  grow. 

About  hall  of  our  manufacturing  employnnent  is  in  high-tech  industries.  That's  50  percent  ahead  of  the 
national  average.  And  our  high-tech  work  force  enjoys  one  of  the  fastest  growth  rates  in  the  country. 

Our  universities  and  community  colleges  provide  well-educated,  skilled  employees.  Your  company 
benefits  from  a  right-to-work  environment.  A  highly  developed  transportation  system  and  sophisticated 
communications  networks  are  in  place.  V^H^^^^^^B 

Over  1       high-lech  companies  Mke  Motorola,  Intel  and  Hughes  Missile  Systems  l^^yR^^^H 
have  already  chosen  Arizona  as  the  place  to  grow.  If  you'd  like  to  know  more  about  fiJJ^jjj*^^^ 
some  mighty  tall  advantages  for  your  company,  just  give  us  a  call.  Hg^^H^^^^ 


Arizona.  Consider  Tlie  Possibilities.  CALL  l-8()0-528-8421 


Can  Joanna  Jacobson 
make  Keds  cool  again? 

Fashion- 
inteirpret  it, 
don't  chase  it 


By  John  K  Hayes 

Joanna  Jacobson  puts  her  money 
where  her  mouth  is.  Stride  Rite  Pres- 
ident Robert  Siegel  recruited  her  last 
year  to  head  his  ailing  Keds  shoe  divi- 
sion. Jacobson  promptly  laid  out  $1 
million  to  buy  125,000  shares  of 
Stride  Rite  stock — her  own  money, 
no  cheap  loans,  no  options. 

That  took  a  lot  of  self-confidence. 
Stride  Rite  stock  sank  to  a  low  of  6  in 
January  1996  after  announcing  an  $8 
million  loss  for  1995.  A  few  weeks 
later  the  California  PubUc  Employees 
Retirement  System  listed  the  firm  as 
one  of  the  ten  worst-managed  in  the 
country.  Last  year  it  made  a  wretched 
$2.5  million  on  $448  million  in  sales, 
and  Calpers  relisted  the  company.  At 
a  recent  14K,  it  sells  for  a  fraction  of 
the  31  it  commanded  in  1992. 

But  Jacobson  isn't  buying  earnings. 
She's  buying  into  a  brand  name  and 
investing  in  her  own  talents.  "1  really 
believe  this  brand  is  worth  the  while," 
says  Jacobson,  37.  "There's  Coca- 
Cola.  There's  Levi's.  There's  Keds.  If 
we  do  this  right,  it's  going  to  happen." 
As  a  brand,  Keds  is  no  Coke  or  Levi, 
but  five  years  ago  it  was  a  hot  name 
and  Jacobson  is  sure  she  can  rebuild  it. 

Jacobson  plunges  in  where  others 
have  given  up.  Harvard  Business 
School  professor  Theodore  Levitt,  a 
former  Stride  Rite  director,  dumped 
his  100,000  shares  at  a  loss  six 
months  before  leaving  the  board  last 
year.  Director  Myles  Slosberg,  a 
member  of  Stride  Rite's  founding 
family,  has  been  selling  regularly 
since  the  stock  peaked  five  years  ago. 
In  October  he  sold  45,000  shares  at 
about  10,  but  he  still  owns  193,630. 


Over  five  years  Stride  Rite's  sales 
have  fallen  from  $586  million  to 
$448  million,  with  Keds— still  45%  of 
revenues — accounting  for  the  entire 
decline.  The  slide  began  with  a  disas- 
trous move  to  an  automated  distri- 
bution center  in  Louisville,  Ky.  in 
1994.  The  software  couldn't  find  the 
shoes  in  the  warehouse,  and  Keds 
shipped  late  for  the  next  18  months. 

Worse,  trends  swung  away  fi-om  the 
silhouette  of  Keds'  Champion  Oxford 
sneaker  as  people  bought  big  clunky 
shoes  and  work  boots.  Keds  produced 
its  own  clunky  shoes,  but  it  was  a  me- 
too  effort  and  didn't  fit  its  image. 
Says  Siegel:  "We  were  chasing  fashion 
instead  of  interpreting  it.  Our  mule 
looked  like  everyone  else's  mule." 

While  Keds  has  continued  to  slip, 
Diane  Sullivan,  hired  from  Rockport 
Co.,  has  improved  profitability  in  the 
children's  shoe  division.  A  new  line, 
marketed  under  the  name  of  design- 
er Tommy  Hilfiger,  is  flying  off  the 
shelves  and  should  book  more  than 
$40  million  in  sales  this  year. 

Jacobson,  a  Harvard  m.b.a,  brings 
impressive  credentials  to  Keds:  In  1991 
she  took  over  product  development 
and  marketing  at  then-bankrupt  Con- 
verse Inc.  and  rebuilt  sales  fi"om  $280 
million  to  $480  milHon  by  1994. 

Jacobson  is  tackling  Keds  with  a 
clear  strategy.  She  switched  the  sales 
incentive  goals  from  total  bookings 
to  net  shipments — that  is,  after 
returns  of  unsold  goods.  Then  she 
hired  a  new  design  staff  to  adapt 
Keds'  classic  look  to  current  fashions. 
"Keds  is  about  taking  the  mass,  crazy, 
confusing  world  of  fashion  and 


Keds  President  Joanna  Jacobson 

A  $1  million  vote  of  self-confidence. 


making  it  understandable,  wearable 
and  affordable,"  she  says.  "If  brights 
and  pop  florals  are  big  for  spring, 
most  women  are  not  going  to  run 
out  and  buy  a  pop  floral  dress.  But 
they  might  buy  a  little  pair  of  pop 
floral  Keds." 

Or  lime-green  sling  backs,  bright 
yellow  slip-ons,  plaid  Mary  Janes, 
clogs,  mules  or  thongs.  All  are  Cham- 
pion derivatives  and  sell  for  under 
$30.  Says  Jacobson,  "Keds  is  a  risk- 
free  way  to  participate  in  fashion." 

To  get  fashion  editors  talking  about 
Keds  again,  Jacobson  is  showcasing  a 
hot  designer  each  season.  Todd 
Oldham's  tricolored  plaid  platforms 
will  hit  stores  this  fall.  And  she's  hired 
photographers  like  Albert  Watson  and 
Bruce  Weber  for  a  new  ad  campaign. 

Her  efforts  are  clearly  visible  in  the 
Keds  spring  line  just  now  hitting  the 
stores.  But  the  first  season  she  can 
truly  call  her  own  will  come  this  fall 
when  she'll  test  her  brand  extensions 
such  as  loafers  and  boots. 

The  stock  isn't  cheap.  Tucker 
Anthony  analyst  Steven  Richter  expects 
the  company  to  earn  28  cents  a  share 
this  year  and  55  cents  in  1998.  That's 
27  times  next  year's  earnings.  But  earn- 
ings could  be  higher  depending  on 
how  well  Keds  and  Tommy  Hilfiger 
do.  Siegel  says  he'U  have  the  answer  in 
the  next  few  weeks  as  retailers  place 
their  reorders.  "Our  numbers  will 
speak  for  themselves,"  he  vows.  H 
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AFTER  IDENTIFYING 
WHAT  THIS  WAS, 
JEEP  ENGINEERS 
MASTERED  IT 


Obviously  our  engineers  spend  most  of  their 
time  off-road.  However,  all  that  off-road  expertise 
makes  handling  the  hard,  smooth  stuff,  well, 
easy.  The  latest  example  of  all  that  engineering 
expertise — the  Jeep^,  Grand  Cherokee  TSi. 

What  you'll  notice  first  about  the  TSi  are  the 
aggressive  16-inch  alloy  wheels  fitted  with  high- 


performance  Goodyear®  Eagle  LS  tires,  a  setup  usua 
reserved  for  those  autobahn  cruisers. 

Step  inside  and  you'll  find  perforated  leathe 
faced  seats,  a  10-way  power  driver's  seat,  and  rad 
controls  located  right  on  the  steering  wheel. 

When  you  eventually  tire  of  all  that  civiliz' 
driving,  take  the  TSi  off-road.  Remember,  Grai 


Always  use  seat  belts.  Remember,  the  backseat  is  the  safest  place  for  children.  Jeep  is  a  registered  trademark  of  Chrysler  Corporatio 


herokee  TSi  is  a  Jeep  vehicle  first,  as  proven  by  its 
ighly  advanced  Quadra-Trac®  four-wheel  drive. 

Underneath  it  all  is  an  available  220-horse  V8 
lat  has  more  than  enough  power  whether  you're 
n  mud  and  rocks  or — what's  that  word  again?  Oh 
es,  pavement.  Now  if  our  engineers  could  just 
gure  out  what  those  painted  lines  are  for.  For 


more  information,  call  1-800-925-JEEP  or  visit  our 
Web  site  at  http://www.jeepunpaved.com 

Jeep 

THERE'S  Only  One 


i 


American  parents  are  spending  $1  billion  a  year 

of  their  own  money  to  correct  some  of  the  deficiencies 

of  the  public  school  system. 

GMs  always  have 
trouble  with  math 


By  Lisa  Gubernick  and  Katrina  Burger 


Eight- YEAR-OLD  Tara  Heslin's  report 
cards  show  she's  doing  just  fine  in 
third  grade  at  West  Babylon,  N.Y.'s 
Tooker  Avenue  Elementary  School: 
Es  and  OEs  (which  translate  into  As 
and  Bs).  But  when  her  mom,  Fran- 
cine,  saw  test  scores  that  measured 
Tara's  abilities  against  other  third- 
graders  in  New  York  State,  she  pan- 
icked. "Tara  wasn't  even  at  first-grade 
level,"  says  Fran  Heslin.  Tara  was  just 
another  victim  of  grade  inflation  in 

A  Score@Kaplan  center  in  Darien,  Conn. 
When  kids  get  all  the  answers  right  on 
a  computerized  drill,  they  can  take  a 
break  and  shoot  hoops  for  prizes. 


school  systems  where  "self-esteem"  is 
considered  more  important  than 
reading,  writing  and  arithmetic. 

Tara's  teacher  told  the  mother 
not  to  worry.  "She  told  me  girls  al- 
ways have  trouble  in  math,"  Heslin 
said.  "Besides,  she  said  she's  such  a 
joy  to  have  in  class." 

But  Fran  Heslin  didn't  think  her 
child  should  be  in  class  just  to  give 
pleasure  to  a  teacher.  Tara  Heslin 
now  spends  two  hours  a  week  after 
school  at  the  Sylvan  Learning  Center 
in  Huntington.  At  $40  an  hour, 
Tara's  parents  have  spent  close  to 
$3,000  so  far  for  her  tutoring.  After 
I  six  months  of  tutoring,  Tara  finally 
^  learned  her  multiplication  tables. 

1  School  budgets  and  school  taxes 

2  keep  going  up,  but,  increasingly, 
S  parents  are  feehng  required  to  spend 

extra  cash  to  correct  the  inadequacies 
of  the  school  systems.  Tutoring  for 
schoolchildren  (first  grade  through 
twelfth)  is  a  $1  billion  business, 
reaching  upwards  of  2  million  chil- 
dren each  year.  A  half-dozen  nation- 
al chains,  like  publicly  held  $157  mil- 
lion (revenues)  Sylvan  Learning 
Systems,  Inc.,  have  sprung  up  to 
serve  the  market.  And  there  are  thou- 
sands of  fiiendly  neighborhood  tuto- 
rial services.  They  provide  remedial 
math  and  other  subjects,  plus 
advanced  language  and  computer 
programs.  John  McLaughlin,  editor 
of  the  St.  Cloud,  Minn. -based  Edu- 
cation Industry  Report,  estimates  that 
the  tutoring  market  has  doubled  in 
the  last  ten  years.  The  tutors  provide 
a  real  service.  They  help  correct 
public  school  deficiencies  for  students 
whose  parents  cannot  afford  private 
schools.  Says  Jonathan  Grayer,  presi- 
dent and  chief  executive  of  $100  mil- 
lion (revenues)  Kaplan  Educational 
Centers:  "Parents  are  looking  for  an 
affordable  way  to  augment  what  their 
kids  are  getting  in  class." 

A  year  ago  Grayer's  company,  a 
wholly  owned  subsidiary  of  the 
Washington  Post  Co.,  spent  under 
$5  million  to  buy  Score!  Learning 
Corp.,  a  San  Francisco-based  after- 
school  program. 

Score!  was  founded  in  1992  by  a 
young  Stanford  Business  School  grad- 
uate, Alan  Tripp,  and  was  backed  by 
Hewlett-Packard's  William  Hewlett. 

Score!,  renamed  Score@Kaplan, 
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Tax-Free  Income 
Every  Month. 


Municipal 
Investment  Trusts 


Imagine  this.  Twelve  times  a  year, 
Uncle  Sam  gives  you  a  nice  little 
present.  He  lets  you  keep  all  of  the 
investment  income  you've  earned 
completely  free  of  federal  tax. 
Sound  too  good  to  be  true?  Not  if 
you  put  your  money  into  these  tax- 
free  funds.  They  invest  in  municipal 
bonds  that  help  finance  state 
projects,  so  the  monthly  income 
you  receive  from  them  is  100% 
federally  tax  exempt — which  means 
you  get  to  keep  more  of  everything 
you've  earned. 

Along  with  predetermined 
portfolios  and  maturity  dates,  the 
funds  offer  you: 

•  A-rated  bonds 

•  Income  reinvestment  for  tax-free 
compounding 

•  Maturities  from  5  to  25  years 

•  100%  Federally  Tax-Free  Income 

•  $1,000  Minimum  Investment 

Call  today  for  a  free  prospectus  and 
a  copy  of  The  Defined  Municipal 
Investment  Trust  Guide. 

1-800-562-2926  ext.  202 


Bw  With  Knowledge. 


efined  Asset  Funds' 


Hold  With  Confidence. 


Family  of  funds  offered  by 

Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

A  free  prospectus  containing  more  complete 
information  on  any  Municipal  Investment  Trust 
Series,  including  all  charges  and  expenses,  is 
available  from  any  of  the  above  sponsors.  Read 
the  prospectus  carefully  before  investing. 

®  1996  Memll  Lynch,  Pierie.  fenner  &  Smith  hic  Memher  SIPC. 


A  Michigan  Language  Odyssey 

Learning  a  new  language  after  school. 


provides  a  blend  of  study  hall  and 
multimedia  arcade.  Kids  come  in 
twice  weekly  to  play  computer  games 
that  hone  their  math  and  reading 
skills.  Grayer  plans  to  roll  out  50 
Score@Kaplan  centers  nationwide  by 
the  end  of  next  year.  It's  not  cheap: 
Parents  pay  $75  for  their  kids  to  join, 
plus  another  $100  or  so  in  monthly 
fees.  Still,  it  beats  the  $12,000 
tuition  that  private  elementary 
schools  can  charge. 

Kumon  Math  &  Reading  Centers 
have  invaded  the  U.S.  Torn  Kumon 
was  a  Japanese  high  school  math 
teacher  in  the  1950s.  One  day  his 
son  came  home  with  poor  marks  in 
math.  Kumon  devised  a  basic  study 
program  that  required  the  boy  to 
complete  one  page  of  problems 
every  day,  progressing  each  day  to  a 
slightly  higher  level.  Kumon  now 
has  around  24,000  centers  world- 
wide and  grosses  over  $400  million 
a  year.  Its  1,000  centers  scattered 
around  the  U.S.  enroll  approximate- 
ly 70,000  students.  Students  are 
required  to  complete  worksheets, 
getting  all  the  problems  right  within 
a  fixed  time  limit  (generally  about 
10  to  15  minutes),  before  progress- 
ing to  the  next  level. 

Ten-year-old  Kristy  Bogdany 
spends  two  afternoons  a  week  doing 
algebra  problems  at  the  Kumon 
Center  in  Denville,  N.J.  "At  school 


they  say  'Go  home  and  study.'  Here 
there  are  no  excuses,"  says  Kristy's 
mom,  Lora,  who,  at  the  rate  of  $75  a 
month,  has  paid  approximately 
$2,700  over  the  past  three  years  to 
send  her  daughter  to  Kumon. 
"Kumon  teaches  Christy  discipline — 
and  the  confidence  of  having 
achieved,"  says  Lora  Bogdany. 

Chicago-based  Language  Odyssey 
operates  after-school  programs  that 
teach  foreign  languages  to  approxi- 
mately 10,000  kids  nationwide. 
Whenever  Language  Odyssey  goes 
into  a  new  market,  it  surveys  local 
parents  to  see  if  they'd  like  their  kids 
to  learn  a  foreign  language  in  gram- 
mar school.  Many  public  schools  do 
offer  such  programs,  but  not  always 
in  the  languages  the  parents  prefer. 
Public  schools  are  too  often  run  for 
the  benefit  of  the  staff  rather  than  for 
the  benefit  of  the  children,  which 
means  that  they  often  tailor  courses 
to  the  skills  of  the  staff 

Except  for  Score@Kaplan,  virtual- 
ly all  the  tutoring  outfits  franchise 
their  programs,  usually  to  entrepre- 
neuria-1  former  teachers.  At  Lan- 
guage Odyssey,  each  program  oper- 
ator pays  the  parent  company  a  $95 
startup  fee  and  turns  over  35%  of  the 
$99  fee  each  student  pays  for  a  12- 
week  course.  In  return,  the  parent 
company  provides  teachers'  guides, 
books,  tapes,  brochures  and  market- 
ing material.  A  program  can  earn  as 
much  as  $80,000  per  year,  though, 
of  course,  most  earn  much  less.  H 
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Ironically,  some  of  the  Dusinet 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
in  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  world,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper 


©1997.  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919 


d  its  subsidiaries  make  and 
service  bearings  that  weigh  half  an  ounce.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 


WORLDWIDE  LEADER  IN  BEARINGS  AND  StEEL 


New  York  is  already  the  center  of  the  international  art  market.  It  looks  like  it 
will  become  more  so,  thanks  to  the  tax  greed  of  those  bureaucrats  in  Brussels. 

The  flight 

of  the  golden  goose 


By  Howard  Banks 

Since  the  end  of  World  War  II, 
leadership  of  the  international  art 
market  has  passed  from  Paris  to 
London  to  New  York.  Today 
London  accounts  for  around  30%  of 
the  $10  billion  (estimated  annual 
sales)  world  art  and  antiques  market. 
New  York  has  40%.  Paris.?  Maybe  6%. 
Blame  French  export  controls,  red 
tape  and  high  taxes  on  art  transac- 
tions for  that  city's  decline. 

Suppose  a  French  collector  buys  a 
painting  in  Paris  for  $1  million.  On 
top  of  the  commissions  and  fees,  he'll 
pay  to  the  French  Fisc  a  5%  value- 
added  tax.  Then  there's  the  droit  de 
suite.  This  tax,  which  is  applied  in 
France  and,  in  various  forms,  in 
about  half  of  the  rest  of  the  European 
Union  countries,  gives  artists  or  their 
heirs  2%  to  4%  of  the  price  every  time 
a  piece  is  resold,  if  the  artist  died 
within  the  past  70  years.  On  a  $1  mil- 
lion Picasso,  say,  the  VAT  and  the 
droit  de  suite  would  add  up  to  around 
$85,000. 

Britain,  by  contrast,  levies  no  droit 
de  suite.  In  1995  the  EU  bureaucrats 
in  Brussels  forced  Her  Majesty's 
Exchequer  to  charge  a  VAT  on 
imported  art  sales,  but  the  rate  is  half 
the  French  rate. 

Now  the  EU  wants  to  "harmonize" 
Britain  and  France's  taxation  of  art. 
Harmonize  is  bureaucratese  for  "raise 
taxes."  Says  Anthony  Browne,  a  con- 
sultant with  Christie's,  chairman  of 
the  British  Art  Market  Federation 
and  the  point  man  fighting  Brussels: 
"In  Europe  there's  a  certain  ainount 
of  envy.  A  feeling,  why  should  the 
British  retain  their  [tax]  advantage.'" 
So  die  Eurocracy  has  ordered  Britain, 
as  a  member  of  tlie  European  Union, 


to  charge  5%  VAT  from  1999  on  all 
sales  of  art,  antiques  and  other  pre- 
1973  collectibles.  Britain's  dealers 
and  auction  houses  are  expected  also 
to  have  to  start  collecting  and  dis- 
tributing the  droit  de  suite. 

Good-bve,  London.  Hello,  New 
York. 

The  crucial  issue  here  isn't  just  the 
money.  It's  also  the  ingrained  antip- 


athy of  the  international  art  crowd 
toward  nosy  bureaucrats.  American, 
Asian  and  Latin  American  buyers 
who  live  outside  Europe  can  demand 
a  refund  for  the  VAT,  but  getting  the 
refund  involves  a  rat's  nest  of  paper- 
work. The  last  thing  art  sellers,  deal- 
ers and  wealthy  collectors  want  is  to 
tell  government  agents  what  they 
own,  what  they've  sold,  where  it's 
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TOO  BAD  YOU'LL 
ONLY  BE  USING  THE 
EDGE  OF  THE  SEAT 


•235-HP,  32-VALVE,  3.4-LITER  V-8  ENGINE  •  RESPONSIVE  RIDE-ADAPTIVE  SUSPENSION  •  SAFETY  CELL  CONSTRUCFION 
WITH  SIDE  DOOR  BEAMS  •  HIGH-PRECISION  ZF  STEERING  •  SPACIOUS  INTERIOR  WITH  PLENTY  OF  LEG  ROOM 
•AVAILABLE  LUXURY  LEATHER-TRIM  INTERIOR  •  www.ford.com. 


FORD  TAURUS 


HAVE  YOU  DRIVEN  A  FORO  LATELY? 


Anthony  Browne, 
at  Christie's,  with 
Alan  Davie's  "LittlQ 
Horse's  Vision  of 
Immortality";  expect- 
ed sales  price 
around  $25,000 
After  1999, 
auctioning  this 
modest  painting 
in  London  will 
cost  the  buyer 
an  extra  $813 
in  tax  and  the 
seller  $1,150 
in  droit  de  suite. 
Thanks,  Brussels. 


going  and  for  how  much  it  changed 
hands.  Many  French  and  other  Euro- 
pean collectors  and  dealers  often  buy 
in  New  York,  and  quietly  ship  their 
purchases  back  to  Europe. 

What  about  New  York's  8.25% 
sales  tax?  It  doesn't  apply  to  dealers 
or  buyers  who  have  their  pieces  deliv- 
ered outside  the  city. 

Blaming  Brussels'  pending  tax 
hike,  London's  largest  art  dealer, 
Wildenstein  &  Co.,  recently  decided 
not  to  negotiate  a  new  lease  on  its 
fabled  Bond  Street  gallery  in 
London's  West  End.  Wildenstein  is 
expanding  its  activities  in  New  York 
and  Asia  with  partner  PaceWilden- 
stein.  Another  straw  in  the  wind: 
Christopher  Davidge,  chief  executive 
of  Christie's  auction  house,  is  adding 
an  office  for  himself  at  the  firm's  New 
York  operation. 

This  particular  golden  goose  isn't 
about  to  become  foie  gras.  It's  just 
going  to  flap  its  wings  and  fly  away.  No 
wonder  so  many  thoughtftil  Brits  have 
second  thoughts  about  joining  up  with 
a  semisocialist  Continent.  tM 


First  Encounters 
By  Davidoff 


Buffalo  Bill  was  more  a  figment 
of  his  owr^i  imagination  than 
a  true  legend  of  the  west. 

After  years  of  battle,  Sitting  Bull 
had  been  reduced  to  a  bit 
player  in  Bill's  Wild  West  Show. 

But  today,  ensconsed  in 
a  tiny  gondola  floating  down 
the  Grand  Canal  in  Venice, 
they  talked  not  of  politics, 
but  of  the  lost  vestiges  of  a 
lonely  frontier.  And  in  lieu  of 
the  mandatory  peace  pipe, 
they  opted  for  a  mild 
flavored  cigar 


FOR  CORPORATE 
'  ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  those  who  are  obsessed 
with  qualify. 


-  Buffalo  Bill  Sitting  Bull  and  fine  cigo' 


535  MADISON  AVENUE.  NEW  YORK.  212-751-9060/800-548-4623  •  232  VIA  RODEO.  NORTH  RODEO  DRIVE.  BEVERLY  HILLS.  310-278  8884 /800-328-0039  CATALOGUE  ORDERS,  800-328-4365  EXT.  63 
GENEVA  BRUSSELS  Af^lERDAM.  LONDON.  SAO  (WLO.  MONTREAL  NEW  VDRK  FWAMA  CHY  IveoCO  CnY  BEVERLY  HliS.  TOKYO.  SEOUL  BEUING.  9NGAP0RE.  HONG  KONG.  KUALA  LUMRK  BANGKOK  MOSCOW  BErUN.  ZURICH 


We  know  it's  perfect,  but  we  take  another  lOOO  HOURS  i 
JUST  TO  MAKE  SURE.  MASTER  DATE. 


Master  watches. 
Made  in  the  tradi- 
tional SCHOOL. 

The  cold  seal  on  the 
caseback  of  your 
Master  Date 
confirms  it's  a 

watch  YOU  CAN  RELY 

ON.  Completed  to 
perfection  by 
Jaeger-LeCoultres 
master- watch- 
makers, each  watch 
has  been  through 

lOOO  HOURS  -  SIX 
CONTINUOUS  WEEKS  - 
OF  TEMPERATURE 
EXTREMES.  INTENSE 
MAGNETIC  FIELDS  AND 
CALCULATED  SHOCKS. 
The  300  HAND- 
FINISHED  PARTS  OF 

THE  Calibre  889/447 

AUTOMATIC  calendar 

movement  performed 
flawlessly.  then  as 
they  do  now.  to  tell 
you  the  date.  day 
and  month.  as  the 
seconds  sweep 
around  the  dial. 
Jaeger-LeCoultre's 
master  watches  - 
built  for  those  with 
nothing  more  to 

PROVE. 


THE  NUMBERED  GOLD 
SEAL  CERTIFIES  THAT 
YOUR  MASTER  DATE  HAS 
PROVED  ITS  RELIABILITY 
IN  lOOO  HOURS  OF 
ENDURANCE  TESTING. 


tjAEGER-LECoULTRp. 


JAEGER-LECOULTRE'S  WATCHMAKING  MASTERPIECES  AND  THEIR  HISTORY  ARE  REVEALED  IN  THE  COMPANY'S 
200-PACE  LUXURY  CATALOG.  FOR  A  FREE  COPY,  CONTACT:  JAEGER-LECOULTRE.  P.O.  BOX  I608.  WINCHESTER.  VA  22604. 

TELEPHONE  (SCO)  JLC-TlME. 


i 
1 


othing  warms  the  heart  quite  like 


While  developing  new  ways  for  friends  and  loved  ones  to 
express  their  affection,  Hallmark  Cards  fell  in  love  with  the 
business  possibilities  they  discovered  on  the  Internet. 

Hallmark,  with  the  help  of  Giant  Step,  a  Microsoft"  Site 
Builder  Network  member,  used  Microsoft  technology  to  build 
a  profitable  Web  site  that  customers  use  to  send  personalized 
cards  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
and  collectibles,  and  even  have  digital  reminders  sent  of  their 
important  events.  At  the  same  time,  Hallmark  is  able  to 
collect  valuable  information  to  help  provide  their  customers 
with  ever  improving  products  and  service^. 


Where  dd  you  want  to  go  today?®  www.microsoft.com/sitebullder/webadvantage/ 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  below. 


Microsoft 


Top  executive  pay  in  Europe  has  lagged  far  behind 
U.S.  levels,  but  it's  starting  to  catch  up. 

The  itch 

rich 


to  get 


By  Stewart  Pinkerton 

Martin  Sorrell,  head  of  advertising 
agency  conglomerate  WPP  Group,  lias 
a  nifty  compensation  deal  in  his  back 
pocket.  There's  his  $1.2  million 
salary,  of  course.  If  WPP's  stock  rises 
to  and  stays  at  or  above  a  predeter- 
mined trigger  point  for  60  consecu- 
tive trading  days  four  times 
through  September  1999, 
Sorrell  will  also  pocket  stock 
worth  some  $23  million.  Not 
bad — even  by  U.S.  standards. 

But  Sorrell  is  an  English- 
man, and  WPP  is  a  British 
company.  Performance-linked 
compensation  deals  like  Sor- 
rell's  have  been  almost 
unheard  of  in  the  U.K.  British 
corporate  magnates  have  in 
general  been  paid  well,  given 
liberal  perks,  and  that's  about 
it.  Until  now. 

If  Sorrell  gets  the  fijU  pack- 
age, it  will  pale  in  comparison 
to  what  Sandy  Anderson  got. 
This  41 -year-old  former 
British  Rail  manager  fattened 
his  wallet  by  some  $68  mil- 
lion last  year  by  selling  his 
share  of  a  train-leasing  com- 
pany called  Porterbrook. 
Anderson  and  48  other  man- 
agers had  purchased  Porter- 
brook  from  the  government 
in  a  leveraged  buyout  only 
seven  months  before. 

Having  watched  successful  Ameri- 
can executives  get  rich,  talented 
European  executives  are  no  longer 
content  to  settle  for  high-taxed 
salaries  and  a  chauffeur-driven  limou- 
sine. Anthony  Minns,  chairman  of 
MM&K  Ltd.,  a  London-based  con- 
sulting firm,  says  he  and  other  Euro- 
pean compensation  consultants  are 


busy  these  days  structuring  U.S. -style 
pay  deals. 

In  the  securities  business,  outfits 
like  BZW — the  investment  banking 
arm  of  Barclays  Bank  and  The  City's 
SBC  Warburg,  eager  to  take  on  the  big 
U.S.  investment  firms,  won't  hesitate 


to  pay  upwards  of  £1  million  ($1.6 
million)  for  top  investment  bankers, 
derivatives  traders  or  other  dealsters. 
Five  years  ago  the  compensation 
would  typically  have  been  half  that — 
in  salary  and  bonus.  Deutsche 
Morgan  Grenfell,  a  subsidiary  of 
Deutsche  Bank,  Germany's  largest, 
most  conservative  bank,  is  switching 
firom  straight  pay  to  "pay  for  perfor- 


mance" fees  for  its  top  producers. 

The  urge  to  get  rich — not  merely 
affluent — is  spreading.  "It's  a  pure 
North  American  import,"  says 
Minns,  "and  a  huge  cultural  change." 
In  Europe  proper,  extra  compensa- 
tion, even  for  chief  executives,  has 
typically  been  limited  to  the  tradi- 
tional "thirteenth  month"  of  salary. 

German,  Italian  and  even  Swiss 
firms  are  turning  to  stock  incentives 
as  a  way  of  motivating  their  senior 
managers.  Robert  Freedman,  a  prin- 
cipal at  the  big  New  York-based  con- 
sulting firm  Towers  Perrin,  says  one 
of  his  Swiss  industrial  clients  recently 
decided  to  let  its  senior  managers  buy 
shares  and  granted  them  options, 
too.  This  constitutes  a  huge  step  for 
the  conservative  Swiss. 

Because  the  trend  is  so  new,  lavish 
compensation  packages  are  even 
more  controversial  in  the  Old 
World  than  in  the  New  World. 
Before  he  retired  last  year  as 
chief  executive  of  British  Gas, 
Cedric  Brown,  62,  earned  an 
annual  $760,000 — modest  by 
U.S.  standards.  The  British 
press  fell  all  over  itself  pointing 
out  that  before  British  Gas  was 
privatized  in  1986,  its  top  job 
paid  about  $90,000;  Brown's 
yearly  pension  alone  is  four 
times  that. 

Similar  pay  packages  at 
recentiy  privatized  companies 
have  captured  headlines  in 
Spain,  Italy  and  the  Czech 
Republic. 

What's  really  behind  the 
trend  toward  equalizing  exec- 
utive salaries  is,  of  course,  the 
globalization  of  business.  As 
business  becomes  more  inter- 
national, so  does  the  market 
for  executive  talent.  Big  inter- 
national companies  increasing- 
ly have  to  pay  their  best  man- 
agers  according   to  world 

scales^ 

"CEOs  are  not  stupid,"  says  Martin 
Lutyens,  a  London-based  compensa- 
tion consultant  with  Watson  Wyatt. 
"As  the  business  world  gets  smaller 
by  the  day,  those  outside  the  U.S.  can 
hardly  fail  to  notice  the  size  of  the 
pay  gap."  Concludes  Lutyens:  "The 
odds  are  on  an  international  scramble 
to  catch  up."  H 
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Protect  Your 
Hard-Earned  Investment 
Earnings  From  Taxation 

■  Are  taxes  taking  a  toll  on  your  investment 
earnings?  You  can  help  protect  those  earnings 
in  a  Franklin  tax-free  fund. 

■  Franklin  offers  a  selection  of  43  tax-free 
funds.  Many  pay  dividends  exempt  from  both 
regular  federal  and  state  personal  income  taxes, 
so  you  may  be  eligible  for  double  tax  savings. ^ 
Franklin's  tax-free  funds  offer: 

MONTHLY  Tax-Free  Income 
Professional  Portfolio  Management 
The  Potential  For  Tax-Free  Compounding 

■  By  investing  in  a  portfolio  of  tax-free  munic- 
ipal securities,  you  can  continue  to  work  toward 
your  financial  goals  while  supporting  econom- 
ic growth  in  America. The  funds  invest  in  secu- 
rities issued  to  finance  state  and  local  govern- 
ment operations  which  can  include  projects 
such  as  housing,  highways,  schools  and  hospi- 
tals. This  can  help  create  jobs  and  improve  the 
standards  of  Hving  in  communities  everywhere. 

■  Mail  in  the  postage-paid  card  or  call  Franklin 
today  for  more  information. 


%r  investors  subject  to  federal  or  state  alternative  minimum  tax,  all 
or  a  portion  of  these  dividends  may  be  subject  to  such  tax,  depending 
on  the  fund.  Distributions  of  capital  gains  and  of  ordinary  income 
from  accrued  market  discount,  if  any,  are  generally  taxable. 
"Investing  in  a  Franklin  tax-free  fund  does  not  guarantee  that 
your  financial  goals  will  be  met. 
Franklin  Templeton  Distributors,  Inc. 


YES!  I  would  like  a  free  prospectus  containing  more  complete  information  on  the 
Franklin  tax-free  income  fund  for  my  state,  including  sales  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or  send  money. 

□  I  am  currently  a  Franklin  shareholder. 

Name 

Address 


City/State/Zip 


F  R  A\  Nj  %_  I  Ij  Nj' 

77  7  Mariners  Island  Boulevard 

  San  Mateo,  CA  94404- 1  585 

A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 


Daytime  Phone 


Cigarmakers  can't  keep  up  with  demand, 
the  frenzy  last?  Of  course  not. 


Cigar 
madness 


By  William  G.  Flanagan 

In  January  Mike  Ditka  lumbered 
into  the  Up  Down  Tobacco  Shop  in 
Chicago  and  demanded  as  many  $  1 5 
Fuente  OpusX  cigars  as  could  be 
spared.  The  man  behind  the  counter 
sheepishly  produced  two.  The  foot- 
ball coach  and  Hall  of  Famer  spotted 
an  unopened  box  on  a  counter 
shelf — and  eventually  prevailed.  "It 
won't  happen  again,"  vows  Diana  Sil- 
vius  Gits,  the  store  owner.  "Mike  is  a 
good  customer,  but  he  gets  the  same 
ration  as  everyone  else." 

Last  August  government  officials 
boarded  the  boat  of  a  Florida  airline 
pilot  and  found  contraband.  Not 
coke  or  grass,  but  3,000  Cuban 


cigars  valued  at  over  $50,000.  If  con- 
victed, the  pilot  faces  15  years  and  a 
$300,000  fine.  Still,  about  6  million 
Cuban  cigars  are  smuggled  into  the 
U.S.  each  year. 

At  Christie's  in  London  last 
summer,  a  box  of  pre-embargo 
Cuban  cigars — Montecristo  No.  2 — 
was  auctioned  off  for  $4,000,  or 
about  $160  each.  Cigars  that  mature 
taste,  well,  36  years  old. 

In  Santiago,  Dominican  Republic, 
cigar  rollers  have  seen  wages  jump 
fivefold  in  five  years,  up  to  as  much  as 
$300  a  week.  The  D.R.  now  pro- 
duces more  premium  cigars  than  any- 
where else  in  the  world,  surpassing 


Leaves  are  cured 
and  fermented  to 
reduce  impurities 
and  stabilize  color 
After  several 
fermentations, 
the  best 
tobacco 
is  aged  two 
or  three  years 
before  it  gets 
to  the  rollers. 
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Cuba.  Close  to  50  new  cigar  factories 
opened  in  and  around  Santiago  last 
year  alone. 

As  he  tokes  on  a  delectable  Dia- 
mond Crown  (D.R.  filler,  Connecti- 
cut wrapper),  Eric  Newman  walks  a 
visitor  through  his  family's  weath- 
ered-brick cigar  factory  in  Tampa, 
Fla.  Pausing  at  the  shipping  depart- 
ment, Newman,  president  of  M&N 
Cigar  Mfrs.,  Inc.,  reflects  on  the 
boom.  "For  95  of  the  102  years 
we've  been  in  business,  it  was  tough. 
Now  we  can  only  half- fill  orders,  even 
from  our  best  customers,"  he  says, 
poring  over  invoices. 

In  1996  premium  cigar  imports 
into  the  U.S.  jumped  67%,  to  294 
million — a  nearly  threefold  increase 
from  as  recently  as  1993.  Still,  there 
are  some  80  million  cigars  on  back 
order.  Says  Dick  Oliver,  a  reporter 
for  Fox  Television  Stations  Inc.:  "I 


The  best  rollers  make  up  to  100  cigars  a  day,  smoke  at  will  and  take  two  home  each  day 
In  the  D.R.  pay  has  jumped  fivefold  in  five  years,  to  as  much  as  $300  a  week. 
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Cigars  are  rechecked  and  color-matched  before  final  packaging 
It  can  take  five  years  before  your  OpusX  is  ready  to  smolte. 


haven't  been  able  to  buy  a  box  of 
Don  Diegos  in  two  years." 

Thank  the  new  breed  of  trend- 
surfers  with  money  to  burn.  The  idea 
of  sending  20  bucks  up  in  smoke 
makes  them  feel  powerful.  It  is  also  a 
way  of  thumbing  one's  nose  at  polit- 
ical correctness.  Some  actually  enjoy 
the  experience. 

At  any  rate,  there  are  now  an  esti- 
mated 1  million  smokers  of  premium 
cigars  in  the  U.S.,  all  seemingly  after 
the  same  premium  brands. 

But  I  have  good  news  for  all  you 
serious  stogie-lovers  out  there:  The 
cigar  madness  is  close  to  peaking. 
Like  all  hot  trends,  this  one  will  cool. 
Once  everyone's  doing  it,  it's  not 
trendy  anymore.  For  evidence,  look 
no  further  than  Wall  Street.  The 
shrewdest  players  in  the  business  are 
cashing  out  as  fast  as  the  public  can 
inhale  their  IPOs.  Within  the  last  eight 
months  there  have  been  five  public 
offerings.  You  don't  have  to  be 


One-Upmannship 


Walk  into  the  wood- 
paneled  Club  Macanudo 
on  the  Upper  East  Side  of 
New  York  and  watch  the 
masters  of  the  universe 
massacre  a  fad. 
Fortyish,  dressed  in 
Armani  and  worth  at  least 
a  unit  ($1  million  in  the 
portfolio),  they  careftiUy 
light  their  premium  cigars 
with  cedar  strips,  sip  their 
single-malt  Scotches  and 
tip  the  comely  cigar  wait- 
ress generously.  Then  they 
hold  the  cigars  like 
bananas,  overheat  them  by 
drawing  too  often  and 
wreck  the  wrapper  by 
twirling  their  sticks  like 
batons  in  their  soapy-clean 
hands.  (Soap  on  the  wrap- 
per damages  a  cigar's 
taste.)  Toking  on  their 
Cuban  Cohibas,  smuggled 
in  from  Paris  or  London, 


Cocktail  time  at  Manhiattan's  Club  Macanudo 
Will  power  cigars  go  the  way  of  power  ties? 


they  try  not  to  reel.  (It's 
one  hell  of  a  powerful 
smoke.)  They  remind  one 
in  a  way  of  little  kids 
sneaking  a  smoke  behind 
the  garage. 

Owned  by  General 
Cigar  Holdings,  "Club 
Mac"  has  simple  admis- 
sion requirements:  jackets 


and  money.  There  is  a 
cigar  menu  as  long  as  a 
wine  list.  Prices:  $5  to 
$30.  Special  vintage  sticks, 
in  single  orders  only, 
double  that.  Accessories — 
from  cutters  to  T  shirts, 
loudly  emblazoned  with 
the  Partagas  and 
Macanudo  logos — sell  as 


briskly  as  the  cigars. 

There  are  quite  a  few 
women,  some  actually 
smoking.  They  are 
ignored.  Nothing  comes 
between  these  men  of  the 
millennium  and  their 
Macanudos. 

Since  opening  last  May, 
the  place  has  been  packed, 
and  a  clone  is  on  the  way 
in  Chicago.  They  will 
make  nice  restaurants 
eventually,  after  they  air 
out  a  while. 

I  enjoy  an  overpriced 
Partagas  Naturale  ($9) 
and  head  home.  A  card- 
board sign  in  my  corner 
candy  store  window  stops 
me  cold:  "Yes!  We  have 
Cigars!"  And  there  they 
are — Partagas  coronas,  at 
$5.60  a  pop.  The  smiling 
Pakistani  reads  my  inter- 
est: "Good  prices!" 

But  there's  no  rush,  I 
think.  They'll  be  there 
tomorrow — and  the  fol- 
lowing day. 

And  they  were.  I  call 
that  a  top.      -W.G.F.  H 
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"fou  inay  have  heard  about  our  unique  approach  to  business. 


How  our  locally  empowered  teams  give  you  immediate  responses. 


And  how  we  can  provide  international  reach  to  over  105  countries. 


All  because  we  Esten. 


Royal  Insurance^ 


Keepers 
of  the 
flame 

The  Fuentes,  Carlos  Sr. 
and  Jr.,  are  gracious  hosts 
with  whom  I  recently 
spent  a  few  days  in  Santia- 
go, Dominican  Republic. 
But  they  are  not  happy 
men.  Running  the  largest 
family-owned  cigar  com- 
pany in  the  world  is  mad- 
dening these  days.  Carlos 
Jr.  gripes  about  losing 
experienced  rollers  to  new 
competitors,  of  having  to 
train  young  girls  by  the 
hundreds,  of  not  getting 
enough  Cameroon  wrap- 


per. He  cannot  make 
enough  product  to  satisfy 
his  old  clients  and  hasn't 
been  able  to  take  on  new 
ones  in  two  years.  He's 
getting  more  for  his 
cigars,  but  his  costs  have 
eaten  away  any  net  gain. 
"I  hope  this  ends  soon," 
he  says.  "So  many  green 
cigars  being  sold.  So  much 
bad  product.  So  much 
pirating."  And  outright 
theft:  Someone  recendy 
made  off  with  40,000  of 
his  OpusX  cigar  rings. 

The  Fuentes  are  the 
keepers  of  the  flame — 
third-  and  fourth-genera- 
tion Cubans  who  have 
bounced  from  Tampa  to 
Honduras  (where  they 
were  burned  out)  to  the 
D.R.,  determined  to  pro- 


duce cigars  Castro  would 
envy.  "After  all,  Cuba  is 
only  a  canoe -paddle 
away,"  says  Carlos  Jr. 

To  produce  their  best 
cigars,  six  years  ago  they 
started  growing  their  own 
Cuban-seed  wrapper  30 
miles  outside  Santiago. 
Workmen  hike  into  bat 
caves  and  lug  back  sacks  of 
guano  for  fertilizer  for  the 
lime-green  shoots,  shaded 
with  gauze  from  the  bril- 
liant sun.  Four- story-high 
drying  sheds,  built  by 
hand  without  a  single  nail, 
are  periodically  filled  with 
smoke  from  coconut  husks 
to  cure  the  hand-picked 
tobacco  leaves.  Eventually 
they  are  brought  to  the 
factory  for  a  half-dozen 
more  processes,  and  four 


years  later  wind  up  in 
the  gnarled  hands  of  a 
red-eyed  roller  who 
now  makes  as  much  as 
a  local  accountant.  The 
finished  cigars  sit  another 
six  months  in  cedar 
vaults  before  ending  up 
in  handmade  boxes  that 
are  as  prized  as  their 
contents. 

It  hasn't  been  easy,  but 
the  Fuentes  have  done  it. 
Their  Hemingway  and 
OpusX  brands  were 
recendy  given  scores  in 
the  high  90s  by  Ci^ar 
Insider^  which  ranks  them 
better  than  most  Cubans. 
The  Fuentes  will  be 
around  long  after  the  cur- 
rent boom  fades,  and  they 
won't  be  all  that  sorry  to 
see  it  go.       -W.G.F.  ■! 
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unduly  cynical  to  understand  that  the 
insiders  don't  invite  the  public  to  the 
party  until  it's  almost  over. 

Ronald  Perelman  double-dipped, 
in  August  1996  and  March  1997,  to 
offload  chunks  of  his  Consolidated 
Cigar  Corp.  He  walked  away  with  a 
total  of  close  to  $300  million,  cig's 
brands  range  from  Upmann  and 
Montecristo  down  to  Dutch  Masters 
and  El  Producto.  "Pure  Houdini," 
wrote  Forbes'  columnist  Martin  Sos- 
noff  of  the  first  IPO  (Sept.  23,  1996). 

In  February  Culbro  Corp.  cashed 
in  26%  of  its  General  Cigar  (makers 
of  everything  from  Macanudo  and 
Partagas  down  to  TipariUo  and  White 
Owls).  Two  other  players,  Swisher 
International  and  tiny  Caribbean 
Cigar,  also  hit  the  public  trough.  In 
May  J.K  Tobacco,  a  big  North 
east  retailer  well  known  to 
desperate  cigar  hunters,  will 
bounce  its  own  new  issue, 
800-JR  CIGAR,  Inc. 

Yeah,  the  yuppies  are  puff- 
ing away  like  crazy,  but  look 
at  the  supply  side.  Tobacco  (a 
form  of  nightshade  native  to 
the  Americas  and  used  by  native 
Americans  as  a  medicine)  is  a  com- 
modity. Pay  enough,  you  can  buy  all 
you  need.  Want  to  start  your  own 
cigar  company.^  Actors  Chuck  Norris 
and  Jim  Belushi  recently  have  done 
so;  Playboy  Enterprises,  Inc.  and  pop 
artist  LeRoy  Neiman  rolled  out  their 
brand  last  year;  and  the  beat  goes  on. 
Neither  time  nor  rocket  science  is 
required  to  join  the  party. 

Ask  Dennis  Nicotra,  president  of 
Cigar  Savor  Enterprises,  Inc.  in 
Woodbridge,  Conn.  Last  June  the 
48 -year-old  entrepreneur  started  pro- 
ducing cigar  accessories,  ranging 
from  $50  plastic  humidors  to  $9,000 
gold  "cigar  savors" — metal  tubes  for 
storing  and  extinguishing  a  cigar. 
They  have  been  flying  off  the  shelves. 
So  Nicotra  called  some  venture  vul- 
tures and  said.  Hey,  let's  start  a  cigar 
company.  Last  winter  the  Estevan 
Rey  label  was  born.  It's  a  pretty 
decent  cigar,  too.  (Richer  looking 
than  its  mild  taste,  but  suitable  for 
tyro  smokers  willing  to  pay  $3  to  $12 
a  pop.) 

Naturally,  Nicotra  hopes  to  sell  out 
to  a  major,  or  go  public  himself,  in  a 
year  or  so.  "Investment  bankers  are 


Holy  smoke 


Imported  premium  cigars  (millions) 
'90     '91      '92     '93      '94      '95  '96 
300  I 


Imports  of  premium  cigars  have 
nearly  tripled  since  1993,  yet  there's 
still  a  shortage.  It  shouldn't  last  long. 


calling  me  every  day,"  he  says. 

Any  industry  that  can  increase  its 
production  by  two-thirds  in  a  single 


year  smacks  of  easy  entry,  but  there  is 
a  major  snag:  wrapper.  That's  the  leaf 
tobacco  on  the  outside  of  a  cigar, 
which  accounts  for  about  60%  of  its 
flavor.  Good  wrapper  is  labor-  and 
capital-intensive.  It  takes  at  least  four 
years  to  go  from  seed  to  the  rolling 
desk  (see  box,  p.  138).  It  has  to  be 
grown,  dried,  rehumidified,  ferment- 
ed and  aged — all  by  people  who 
know  what  they  are  doing. 

Most  of  the  best  wrapper  is  grown 
in  Connecticut,  Cameroon,  Ecuador 
and,  recendy,  the  Dominican  Repub- 
lic— besides  Cuba,  of  course.  Brazil, 
Honduras  and  Mexico  make  passable 
wrapper.  But  who  knew  four  years 
ago  that  the  boys  in  the  cigar  bars 
would  be  yelling  for  $20  sticks.^ 

You  can  pirate  rollers  and  super- 
visors, buy  all  the  filler  and  binder  at 
will,  but  wrapper  is  the  killer.  The 
wrapper  shortage  also  accounts  for 
the  unpredictability  of  new  brands — 
where  are  their  makers  going  to  get 
their  next  batch  of  wrapper.^ 

When  the  supply  finally  catches  up, 
there  will  be  plenty  of  the  best  cigars 
available,  but  at  a  price.  (Thank  the 
bidding  war  over  cigar  rollers.) 

Vincent  Slavin,  a  trader  at  Cantor, 
Fitzgerald  Securities  Corp.,  says  of 
cigar  stocks:  "This  is  my  personal 
favorite  short  idea  right  now."  We 
suspect  Slavin  may  be  a  bit  prema- 
ture, but  he's  clearly  on  the  right 
track  when  he  remarks  that  "the  life 
span  of  a  fad  stock  is  half  the  life  of 
the  fad."  H 


Carlos  Fuente  Jr.  sports  matching  bands  of  gold 

"When  1  cut  myself  shaving,  I  bleed  tobacco  juice." 
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The  wider  the  sweet  spot,  the  longer  the  drive.  Introducing  the  new  1997  WideTrack  Grand  Prix®  froni 
Pontiac.  Its  wheels  are  set  wide  to  connect  all  available  240  supercharged  horses  to  the  road  to  give  you 
better  control  on  any  track.  Choose  coupe  or  sedan  and  see  for  yourself:  Wider  is  Better. 


CALL 
800-2PONTIAC 


CRUISE 
www.pontiac.com 


W  PONTIAG 

f    DRIVING  l=XCr^=/WE^IT; 


Here's  a  quick  lesson  in  hip-hoponomics.  For  products  to  sell 
in  Greenwich  and  Grosse  Pointe,  they  better  be  "butter"  on  the 
inner-city  streets  of  New  York  and  Los  Angeles. 

Badass 
sells 


By  Joshua  Levine 

SIX  YEARS  AGO  Shabazz  Fuller  was  an  unli- 
censed street  vendor  hawking  T  shirts 
and  dodging  cops  on  Harlem's  125th 
Street.  On  the  side  he  and  his  partner 
designed  and  sold  flashy  outfits  for  local  prac- 
titioners of  that  brutal  rhyming  patter  known 
as  rap. 

Today  the  two  are  full-fledged  capitalists. 
They  own  the  $5  million  (sales)  Shabazz 
Brothers  Urbanwear,  selling  $60  blue  jeans 
and  $400  vintage  lamb  flight  jackets. 

Now  Shabazz  Fuller  raps  in  a  different  kind 
of  language. 

"We're  trying  to  maximize  the  synergy 
here,"  he  says  of  the  multimillion-dollar  deal 
he  signed  late  last  year  with  Coca-Cola's 
Sprite.  The  deal  calls  for  Sprite  to  give  away  $1 
million  worth  of  Shabazz  Brothers  clothing  in 
a  botde  top  promotion. 

"They  want  to  piggyback  on  our  brand 
equity,  which  caused  us  concern  at  first,  but 
it's  cool,"  says  Fuller.  "They're  supporting  the 
whole  rap  community." 

Main  Street,  meet  Mean  Street.  The  badass 
attitude  that  springs  from  the  pavement  cracks 
sells  everywhere  these  days. 

At  first  U.S.  corporations  flirted  uneasily 
with  the  styles,  music  and  attitudes  of  the  inner 
city.  But  as  black  urban  culture  took  root  as 
the  universal  youth  emblem,  they  overcame 


their  squeamishness  and  went  for  a  taste  of 
what  the  streets  call  "flavor."  They  saw  the 
young,  white  kid  fi-om  Kansas  cocking  his  head 
and  splaying  his  fingers  downward,  middle  fin- 
gers tucked  back  in  imitation  of  a  street  ges- 
ture. You  can't  ignore  that. 

Fila  USA  didn't.  Started  as  an  Italian  under- 
wear maker  in  1926,  Fila  broke  into  the  sports 
apparel  market  with  outfits  for  such  lily-white 
sports  as  skiing  and  tennis.  It  cracked  the  U.S. 
sportswear  market  in  the  1970s  by  slapping  its 
red-and-blue  "F"  logo  on  the  shirt  of  blond 
Swedish  tennis  ace  Bjorn  Borg. 

Ten  years  later  the  tennis  fad  faded,  and 
with  it  Fila's  franchise  among  Borg  wannabes 
in  country  clubs.  But  someone  noticed  that 
rap  stars  like  Heavy  D  had  taken  to  wearing 
Fila  sweatsuits  as  what  marketers  call  an  "aspi- 
rational  brand" — the  aspiration  in  this  case 
being  the  imagined  life  of  ease  in  white  subur- 
ban country  clubs. 

That  aspiration  fueled  Fila  sales  in  the  stark 
inner  city,  scaring  off  the  suburbanites.  "They  : 
were  thinking,  'Is  it  a  gang  thing?  Are  we  ■ 
going  to  get  beat  up  if  we  wear  it.^'"  says  Peter  ; 
DePasquale,  who  runs  the  Fila  account  at  ad  ; 
agency  FCB  New  York.  "We  said,  let's  just  be  ; 
urban — let's  be. . .  ourselves."  Fila  commercials  ; 
turned  "edgy,  dark,  a  litde  threatening,"  says  ; 
DePasquale.  In  one,  spectral  graffiti  pop  off  a  : 
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"Uncle"  Ralph 
McDaniels 
Selling  hip-hop 
to  Holland. 


playground  wall  and  shoot 
hoops  to  a  chorus  of  clang- 
ing garbage  cans  and  feral 
howls.  ^^^H 

Sometime  around  1994 
the  wannabe  tables  turned.  The  sub- 
urban kids  started  to  eat  up  urban  cul- 
ture. Bjorn  who.>  Kids  of  every  color — 
in  Memphis,  Minneapolis  and  Hong 
Kong — now  look  to  idols  like  basket- 
ball phenom  Jerry  Stackhouse,  who, 
in  Fila's  latest  spot,  runs  along  the 
girders  of  a  construction  site  50  stories 
up,  leaping  into  the  void  at  the  end  (a 
Fila  parachute  opens  halfway  down). 
Fila  is  now  the  third-leading  sneaker 
marketer,  behind  Nike  and  Reebok, 
with  U.S.  footwear  revenues  of  $575 
million  wholesale. 

Corporate  America's  inner-city  lust 
is  really  about  two  things.  It's  about  a 
black  market  with  $325  billion  m 
spending  power  that  cares  intensely 


about  brand  names  and  the 
pipe  dreams  they  inspire. 
"Many  of  these  people 
would  rather  have  a  Rolex 
than  a  home,"  says  fashion 
designer  Tommy  Hilfiger. 

Hilfiger's  inner-city  sawy  has 
shown  marketers  in  all  businesses 
why  bragging  rights  in  the  'hood  are 
worth  far  more  than  the  dollars  gen- 
erated there.  After  starting  in  1984 
with  a  brand  aimed  at  well-bred 
preppies,  the  lank-haired  Hilfiger, 
who  lives  in  Greenwich,  Conn., 
embraced  hip-hop  like  a  homeboy. 
He  gave  away  wardrobes  to  rap  stars 
like  Grand  Puba  and  Chef  Raekwon, 
and  even  sent  three  rappers  named 
Sean  (Puffy)  Combs,  Coolio  and 
Treach  down  his  fashion  runway  a 
year  ago. 

"I  don't  condone  violence,  and  I 
think  'gangsta  rap'  should  be  out- 


lawed," says  Hilfiger, 
"but  the  music  is  pow- 
erful because  the  musi- 
cians are  irreverent  and 
don't  follow  the  rules.  I 
don't  tell  them  where 
to  make  their  money, 
and  I  don't  tell  them 
where  to  spend  their 
money." 

A  message  that  clear- 
ly appeals  to  American 
teenagers  eager  to  assert 
their  independence. 

Hilfiger's  reward 
comes  in  rhyme: 
"Tommy  Hill  was  my 
nigger/and  others 
couldn't  figure/how 
me  and  Hilfiger  use  to 
move  thru  with 
vigor/had  to  sit  and 
plan  how  to  make  these 
seven  figures." 

That's  what  someone 
called  Q-Tip  raps  in  a 
song  that  goes  on  to  list 
a  dozen  brand  names 
such  as  Tanqueray, 
Lexus,  Donna  Karan 
and  BMW  while  describ- 
ing a  plan  to  heist  a 
Brink's  armored  car. 
Street  certification  in  a 
rap  song  is  a  marketer's 
dream  come  true, 
despite  the  song's 
chorus  of  despair:  "I  fill  my  brain  up 
with  liquor  and  drink  away  the  pain/I 
think  the  whole  world  is  going 
insane." 

No  pain,  no  gain:  Sales  for  the  first 
nine  months  of  Tommy  Hilfiger's  cur- 
rent fiscal  year  (ending  Mar.  31, 1997) 
rose  40%,  to  $491  million;  earnings 
climbed  47%,  to  $64  milUon. 

Even  Euroyoippies  who  never  got 
closer  to  Harlem  than  Haarlem, 
Holland  are  emulating  the  kids 
from  the  'hood.  Dominique 
Larsimont,  28,  bought  a  silvery 
Hilfiger  down  jacket  for  her  move 
from  London  to  St.  Petersburg, 
Russia,  where  she  will  manage  an 
environmental  awareness  project  for 
the  European  Union.  "It's  just  super- 
hip  over  here,"  gushes  Larsimont. 
"It's  what  all  the  black  kids  wear  in 
New  York." 
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Hie  streets  don't  lie" 


On  a  recent  night  in  March  a  kid 
named  Curry  manages  to  vault  from 
the  top  of  a  trash  can  on  the  corner  of 
Manhattan's       Broadway  and 
Houston  Street  to  the  lamppost, 
from  which  he  can  reach  the  traffic 
light  box  16  feet  off  the  ground. 
There  he  plants  a  Converse  stick- 
er. "That'll  be  up  there  a  good 
two  years,"  he  says,  vvanded 
but  proud  after  he  clambers 
down.  "We  don't  look  at  this 
as  littering,  we  look  at  it  as 
creating  jobs  for  all  the  peo- 
ple who  get  paid  to  clean  it 
up,"  says  Curry's  cohort  Chef 
Lowe.  "It's  part  of  the  economic 
cycle." 

Curry  and  Chef  Lowe  are  members 
of  one  of  Steven  Rifkind  Co.'s  "street 
teams" — kids  who  roam  the  clubs,  barber  shops, 
record  stores  and  other  spots  where  the  urban 
buzz  first  starts  buzzing.  Rifldnd  runs  an 
urban  intelligence  network  that  has  served  as 
the  eyes  and  ears  on  the  street  for  companies 
like  Nike,  Tommy  Hilfiger,  Quincy  Jones' 
Qwest  Records  and  Miramax  Films.  His 
army  of  80  kids  do  this  seven  nights  a  week 
in  28  cities,  getting  products  seen  where  it 
counts  and  feeding  back  critical  data  on 
what's  cool  and  what's  not.  In  1991,  two 
years  after  he  deployed  his  first  street 
teams,  Rifkind  founded  Loud  Records,  fig- 
uring he  might  as  well  put  his  inner-city  mar- 
keting expertise  to  use  for  himself  Five 
months  ago  he  made  $50  million  when  he  sold 
half  of  it  to  RCA. 

For  Converse,  a  sneaker  brand  that  hasn't 
quite  been  able  to  crack  the  'hood,  street  market- 
ing means  handing  out  a  free  pair  of  Cons  to 
Mecca.  Mecca  is  the  hip-hop  disc  jockey  at 
pseudo.com — an  Internet  radio  studio  that  plays  the  lat- 
est hip-hop  records  Wednesday  nights  and  sends  them 
out  on  the  Net  to  be  downloaded  live  in  real  time. 
You've  got  to  know  Mecca,  know  her  fashion  style 
and  what's  going  to  work  with  it. 

Somewhere,  in  the  course  of  a  long  night 
that  runs  close  to  dawn,  a  crucial  piece  of 
intelligence  filters  back.  Converse's  new,  yet- 
to- be -named,  Dennis  Rodman  snealcers,  to  be 
introduced  during  the  upcoming  NBA  playoffs,  get  good 
marks  for  overall  badness,  but  there's  one  problem — the 
bottom  of  the  sneaker's  sole.  The  sole  was  half- white,  fad- 


Helly  Hansen 
liner  gloves,  $8 

"Butter!" 

Helly  Hansen 
bubble  coat, 
$155 

"Logo  kinda 

ill  (good). 

Plus,  It's  useful." 

Converse 
T  sKirt,  $16 
"Star  and  circle 
logo  pretty 
dope  (good)." 

Le  Coq  Sportif 
hat,  free  promo- 
tional item 

"Good  brand 
name,  but  one 
problem:  strap  in 
back  is  nasty 

(bad)]" 

Pepe  jeans,  $60 

"Always  baggy, 
don't  have  to 
worry  about 
shrinking  after 
washing." 


Converse 
Dr.  J  All  Star 
2000  sneakers, 
$50 

"Dr.  J's  name  is 
classic,  but 
the  brand  isn't 
feeling  it  yet." 


ing  into  black  on  the  other  half  It 
wasn't,  well,  cool.  The  kids  on  the 
street  said  it  would  be  much  cooler  in  black 
and  red. 

Guess  what:  Converse  is  making  the  sole  of  the 
Rodman  sneaker  black  and  red.  Says  Rifldnd:  "The 
streets  don't  lie."  -J.L.  Hi 
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For  American  business  it's  still  an 
awkward  straddle.  Many  of  the  rap 
performers  who  set  the  fashion  tone 
in  the  tenements  revel  in  a  lite  of  casu- 
al mayhem  and  contemptuous  sex. 

An  uproar  over  incendiary  rap  lyrics 
forced  Time  Warner  to  sell  its  50% 
share  in  the  Interscope  label  back  to 
founder  Ted  Field  for  slightly  less  than 


Death.  Look  for  a  big  jump  in  the 
$1.2  million  annual  sales  volume  for 
Biggie's  Brooklyn  Mint  line  .  of 
streetwear,  which  features  $500 
leather  jackets  and  $94  velour  shirts. 

Strange  role  models — but  maybe 
not  so  strange.  "You  see  life's  struc- 
tures breaking  down  everywhere — 
jobs,  families,  schools — nobody's  pro- 


the  $125  million  it  had 
paid  him.  A  few  months 
later  Field  flipped 
Warner's  half  interest  to 
Seagram's  music  sub- 
sidiary for  $200  million. 

The  world  got  another  grim  lesson 
in  hip-hoponomics  when  rapper 
Christopher  Wallace,  known  as  the 
Notorious  B.I.G.  or  Biggie  Smalls, 
was  shot  dead  in  Los  Angeles  on 
Mar.  9,  shortly  before  the  projected 
release  of  his  new  recorei.  Life  After 


CityKids'  founder 
Laurie  Meadoff 
(center) 

"It's  our  time  now." 


tected  anymore,"  says  Ehssa 
Moses,   who   heads  the 
trends  research  firm  Brain- 
Waves  Group.  "Kids  figure 
that  to  make  out  in  life,  you 
have  to  live  by  your  wits,  and  black 
kids  on  the  streets  of  the  city  are  the 
epitome  of  tliat." 

It's  not  just  die  garment  trade  that's 
getting  on  this  urban  bandwagon. 
"Some  of  the  songs  are  not  so  pleas- 
ant, but  if  they  say  Nissan's  hip,  it  can 
only  help  us  widi  the  general  market," 


says  Christina  Francis,  in  strategic  mar- 
keting for  Nissan.  The  Japanese 
automaker  sponsors  a  program  called 
"Food  From  the  Flood,"  which 
encourages  entrepreneurship  by  get- 
ting inner-city  kids  to  produce  and 
sell — in  this  one  case — salad  dressing. 
It  doubled  its  ethnic  marketing 
budget  last  year  and  is  looking  to 
sponsor  hip -hop  music 
tours  this  year. 

"The  reality  of  the 
songs  is  not  my  reality, 
but  kids  know  it  comes 
from  the  gut  and  they 
relate  to  the  honesty  of 
it,"  says  Francis. 

As  Coca-Cola  dis- 
covered. Two  years 
ago  it  made  a  com- 
mercial for  Sprite  that 
pitted  rappers  MC  Shan 
and  KRS  One  against 
each  other  in  a  duel  of 
verbal  leger-de-mouth. 
Last  year  Sprite's 
volume  jumped  almost 
18%,  to  542  million 
cases — ^^three  times  as 
big  an  increase  as  the 
next  most  successfiil 
among  the  top  ten  soft: 
drink  brands. 

No  one  is  more  sur- 
prised by  this  odd  mar- 
riage of  cool  and  prof- 
its than  the  kids  on  the 
street. 

It's  a  gray  February 
afternoon  outside  the 
dented  metal  store- 
front in  lower  Man- 
hattan that  houses  the 
CityKids  Foundation, 
a  not-for-profit  outfit. 
CityKids  uses  music, 
dance,  theater  work- 
shops and  group  discussions  to  moti- 
vate urban  teenagers.  Outside  stands 
Michelle  Kessler,  an  emissary  from 
another  planet — the  world  of  Italian 
designer  Giorgio  Armani.  Kessler, 
director  of  public  relations  for 
Armani  Exchange,  is  there  to  firm  up 
plans  for  Armani  to  sponsor  CityKids' 
annual  gala. 

"Five  years  ago,  we  couldn't  get  in 
the  door  when  we  approached  corpo- 
rations with  our  message,"  says 
Laurie    Meadoff,    who  founded 
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CityKids  11  years  ago.  "It's  our  time 
now,  and  we're  aware  of  tiiat." 

MasterCard,  McDonald's  and 
Reebok  have  held  focus  groups  with 
CityKids'  teens  to  learn  about  the 
tough  attitudes  and  flamboyant  fash- 
ions of  the  inner-city  streets.  CityKids 
produced  a  rap  video — "Master  Your 
Future" — for  MasterCard  to  explain 
why  maintaining  a  good  credit  histo- 
ry is  cool.  The  video  has  been  shown 
to  about  10  million  high  school  kids. 
"It's  a  lot  more  convincing  than  hav- 
ing some  pinstripe  talking  to  them," 
says  MasterCard  Vice  President 
Barbara  Schulte. 

I  alik  Yoba  was  once  a  CityKid 
himself  Today  he's  smack  in 
I  the  middle  of  the  inner-city 
feeding  frenzy.  And  loving  it.  Yoba 
stars  on  Fox  Television's  New 
York  Undercover^  a  brutally 
realistic  urban  cop  show  that's 
a  top-rated  program  in  black 
households.  Recentiy  the  show 
has  been  pulling  in  a  lot  of 
white  viewers  and  mainstream 
advertisers  of  action  movies. 

As  the  show's  street  pea- 
cock, Yoba  is  vigorously  court- 
ed by  apparel  marketers  eager 
to  showcase  their  threads  on 
his  burly  6-foot-2  frame.  Tommy  Hil- 
figer  and  Nike,  not  to  mention  local 
fashion  entrepreneurs,  ply  Yoba  with 
free  clothing.  The  irony  isn't  lost 
on  him. 

"As  the  situation  [in  the  streets] 
gets  even  more  depressed,  any  brand 
that  appears  to  represent  some  kind  of 
success  will  prevail,"  he  says.  "A  littie 
4-year-old  I  know  won't  wear  any- 
thing unless  it's  Nike  or  Guess — can 
you  believe  it.''  Four  years  old!" 

Yoba  allocates  his  body  space  magis- 
terially between  big  advertisers  and 
local  cronies — like  the  hatmaker  Ounk 
New  York — who  need  the  publicity. 
"Hey,  man,"  he  says  jovially,  "that's 
the  American  way." 

Indeed.  The  hopeful  side  of  the 
new  hip-hop  economy  is  street  capi- 
talism. White  America  wants  street 
culture?  Make  'em  pay  for  it. 

Movie  director  Spike  Lee  stares 
impassively  at  an  interviewer  from 
Forbes  in  the  headquarters  of  his  pro- 
duction company.  Forty  Acres  &  A 
Mule  Filmworks,  in  an  old  firehouse 


on  Brooklyn's  DeKalb  Avenue.  As 
much  as  anybody,  Lee  popularized  the 
funky  urban  ethos  in  a  series  of  films 
such  as  Do  the  Right  Thifi0  and  Jungle 
Fever  and,  more  importantly,  in  the 
wildly  popular  commercials  he  direct- 
ed for  Nike  featuring  basketball  super- 
star Michael  Jordan. 

Forty  Acres  &  A  Mule  is  probably 
wortii  about  $20  million.  But  Lee  is 
shooting  higher.  Late  last  year  he 
formed  his  own  advertising  agency. 
Spike  DDB,  in  partnership  with  the 
giant  agency  DDE  Needham. 

"What's  new  about  this.^"  says  Lee, 
with  a  hint  of  challenge  in  his  voice. 
"This  culture  has  always  been  a  force, 
but  before,  they  took  our  music  and 
gave  you  Pat  Boone  instead  of  Littie 
Richard.  The  attitude  was,  'Get  the 
publishing  rights  and  give  the  nigger 

''The  attitude  was, 
'Get  the  publishing 
rights  and  give  the 
nigger  a  Cadillac.' 
In  the  end,  it's 
about  ownership." 

a  Cadillac.'  In  the  end,  it's  about  grasp 
ownership." 

"We  are  not  actively  pursuing 
African-American  clients,  and  we  are 
an  urban  marketing  agency — not  an 
ethnic  marketing  agency,"  says  Ray 
Gillette,  a  senior  executive  with  Spike 
DDB.  What's  the  difference. >  "The 
largest  ethnic  agency  has  about  $35 
million  in  billings,"  is  Gillette's  suc- 
cinct answer. 

Spike  DDB  already  has  its  first  two 
cUents:  One  is  an  assignment  from 
Viacom's  SET  Pay  Per  View  subsidiary 
to  promote  the  upcoming  heavy- 
weight boxing  rematch  between 
Evander  Holyfield  and  Mike  Tyson. 
Then  there's  the  $5  million  Finish 
Line  account,  a  chain  of  200  athletic 
apparel  stores  in  places  like  Indiana, 
Texas  and  Florida. 

"If  they  want  some  of  the  flavor, 
we  want  some  of  the  meal,"  says  L. 
Londell  McMillan,  30,  the  lawyer 
who  negotiated  Prince  out  of  his  con- 
tract with  Warner  Bros,  last  year. 
McMillan  recendy  left  die  New  York 


firm  of  Gold,  FarreU  &  Marks  to  set 
up  his  own  law  firm  and  entertain- 
ment financing  company.  He's  look- 
ing to  raise  $100  million  to  finance 
projects  for  such  clients  as  Prince  and 
Def  Jam  Records  in  conjunction  with 
big  sponsors — but  as  an  owner,  not 
an  agent. 

To  see  tiie  hip-hop  economy  at 
work,  take  the  subway  to  Brooklyn's 
Crown  Heights  section,  the  scene  of 
riots  in  1991.  A  year  ago,  "Uncle" 
Ralph  McDaniels,  38,  opened  Uncle 
Ralph's  Urban  Gear  there. 

Today  Uncle  Ralph's  is  a  standard 
stop  on  the  itinerary  of  Japanese, 
Dutch  arid  German  tourists.  Top-sell- 
ing items  include  a  $140  orange 
leather  minidress  with  Octane  sewn 
onto  the  chest.  McDaniels  is  talking 
to  Japanese  investors  about  selling  his 
forthcoming  menswear  line 
in  Japan,  and  a  Dutch  real 
estate  investor  is  negotiating 
to  open  a  branch  of  the 
Uncle  Ralph's  Urban  Gear 
store  in  Amsterdam. 

Ironies  abound.  The  per- 
vasive American  lust  for  pos- 
sessions seeps  via  TV  into  the 
inner  city,  where  the  means 
to  afford  them  are  in  short 
supply.  When  reach  exceeds 
grasp  sometimes  gets  some 
shady  help.  There's  a  Brooklyn  gang 
called  the  Lo  Lifes  because  it  started 
out  stealing  only  products  carrying 
Ralph  Lauren's  Polo  brand. 


Y 


^et  anything  that  brings  money 
and — more  important — pride 
into  the  inner  city  is  a  big  plus. 
And  there  is  some  of  both.  In 
Harlem,  developers  Grid  Properties 
and  the  Gotham  Organization  are 
building  a  275,000-square-foot  retail 
complex,  called  Harlem  USA,  in  con- 
junction with  Commonwealth  Local 
Development  Corp.  It's  only  a  block 
west  of  the  legendary  Apollo  Theater, 
and  70%  of  the  space  is  already  leased 
to  tenants  such  as  Disney,  the  Gap 
and  Cineplex  Odeon.  Common- 
wealth had  been  trying  to  develop 
the  property  for  the  past  20  years, 
with  no  success. 

"There's  been  a  sea  change  in  the 
last  two  years.  The  word  is  out  now, 
and  people  are  crawling  all  over  us," 
says  Deborah  Wright,  who  heads  the 
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Upper  Manhattan  Empowerment 
Zone,  an  agency  with  $300  million 
of  federal,  state  and  city  money  that 
is  providing  $11  million  of  the  proj- 
ect's $56  million  financing. 

It's  not  all  joy  in  Harlem.  "I 
believe  in  the  marketplace,"  says 
Wright,  "but  let's  face  it:  It's  an 
obscenity  for  these  kids  to  be  paying 
$125  for  a  pair  of  sneakers." 

Reginald  Powe  is  outraged,  too.  A 
former  executive  with  Equitable  Life 
Assurance  Co.,  he  founded  Heritage 
Collection,  Inc.  five  years  ago.  The 
company  sells  products  with  designs 


inspired  by  African  and  black  Ameri- 
can culture.  "Dennis  Rodman  is  just 
today's  Stepin  Fetchit,"  says  Powe. 
"Why  can't  we  talk  about  Alexandre 
Dumas,  who  was  part  black,  rather 
than  Dennis  Rodman?" 

He  has  a  point,  but  Stedman 
Graham  doesn't  entirely  buy  it. 
"We've  got  to  get  past  the  anger  and 
start  grabbing  at  opportunity,"  says 
Graham,  a  Chicago-based  sports 
marketer  and  companion  of  Oprah 
Winfrey.  Last  fall  he  launched 
Graham  Gregory  Bozell  as  a  division 
of    Bozell,    Jacobs,    Kenyon  & 


Eckhardt  to  tap  into  the  hip-hop 
economy.  He  sees  sadness  but  not 
hopelessness. 

Decry  the  commercialism  if  you 
will,  but  beyond  the  sneakers  and  the 
soft  drinks,  the  rap  music  and  base- 
ball caps  worn  backwards,  Americans 
are  telling  the  kids  in  these  econom- 
ic backwaters  that,  yes,  they  do  have 
something  to  offer  America. 

Says  Graham:  "There  needs  to  be 
a  bridge  between  corporate  America 
and  the  African-American  market, 
and  the  color  to  focus  on  is  green, 
not  black.  Go  get  the  money!"  tM 
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A  The  Parent  Teacher  Organization  meets  Wednesday,  your  board  meets  Thursday 

ZX  I  \C>W  and  you  promised  Friday  to  the  kids.  Allen-Edmonds  is  one  step  ahead  with  styles  for 
-MJx^i-i-  each  event.  Shoes  made  so  well,  we  can  recraft  them.  Sizes  ranging 

from  5  to  18,  widths  AAAA  to  EEE.  You'll  be  comfortable  in  anyone's 
meeting.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 

For    All     Walks    of   Life™  hlll>://www. allenedmonds.com    Made  in  the  USA  (MGA) 


Edmonds 


Boy,  do  I  have 
a  smart  son 


BY  JOHN  RUTLED6E 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  banl<  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


Last  week  my  son  John  called  home  from 
college.  After  a  bit  of  small  talk  he  got  right 
down  to  business.  "Dad,  will  my  allowance 
.stay  the  same  next  year  or  will  it  go  up?" 

I  admitted  that,  with  modest  inflation,  he 
could  expect  a  modest  increase.  "Oh,"  he 
replied,  "What  is  the  average  annual  increase  I 
should  expect  to  receive  over,  say,  the  next 
five  to  seven  years?" 

"Actually,  John,  I  was  hoping  that  you 
would  get  a  job  some  day  and  your  allowance 
would  stop  altogether." 

Ignoring  my  fatherly  suggestion,  John 
explained  that  he  wanted  to  factor  in  the 
expected  average  increase  in  the  hope  that  he 
might  capitalize  the  expected  income  flow  by 
going  public.  Goldman,  Sachs  was  anxious  to 
do  the  deal. 

I  am  making  all  this  up,  of  course.  But  only 
to  make  the  point  that  college  allowances  are 
about  the  only  stream  of  money  that  isn't 
going  public  these  days.  Portfolio  managers, 
drinking  from  the  firehose  of  mutual  ftuid 
inflows,  have  been  buying  everything  in  sight, 
pushing  valuations  to  levels  that  even  Wall 
Street  analysts  are  straining  to  rationalize. 

Behind  all  this  foolishness  is  a  modicum  of 
common  sense.  An  aging  population  is  hunt- 
ing desperately  to  get  its  hands  on  streams  of 
fiiture  income  to  finance  its  retirement  years. 
That's  why  Coca-Cola  today  has  a  market 
capitalization  of  $142.3  billion.  Where  else 
can  you  find  a  business  with  dependable 
income  that  is  almost  certain  to  continue 
growing  well  into  the  fiiture?  But  reliable 
streams  of  future  income  are  getting  harder 
and  harder  to  find.  The  result  has  been 
impressive  increases  in  stock  and  bond  valua- 
tions and  more  and  more  creative  efforts  on 
Wall  Street  to  package  anything  that  gener- 
ates future  income. 

Their  latest  creation  is  securitized  intellec- 
tual capital.  An  example  is  die  $55  million 
ten-year  Bowie  bond,  with  its  7.9%  coupon  to 
be  serviced  by  the  revenues  from  rock  star 
David  Bowie's  music  portfolio.  There  was  also 
a  $58  million  Calvin  Klein  loan  securitized  by 
perfLime  royalties,  giving  a  new  tvvist  to  the 
term  vaporware.  On  Wall  Street  today  assets 


are  out,  famous  is  in. 

The  economic  outlook  suggests  these 
trends  will  continue.  Which  is  why  I'm 
making  private  equity  investments  instead  of 
peddling  economic  forecasts  as  I  used  to  do. 
As  income  streams  become  scarcer,  they  get 
more  expensive;  i.e.,  security  prices  rise. 

For  investors  this  means  that  long-term 
interest  rates  will  be  lower  than  today's  levels 
and  that  stocks  will  sell  at  multiples  of  earn- 
ings and  book  values  even  higher  than  today's 
levels.  Companies  that  can  promise  growth 
will  sell  at  even  higher  premiums  than  they  do 
today.  This  means  the  current  correction  in 
the  market  is  just  that  and  not  the  beginning 
of  a  new  bear  market. 

Companies  that  can 
promise  growth  will  sell 
at  even  higher  premiums 
than  they  do  today. 


As  stock  values  continue  to  diverge  from 
tangible  book  values,  all  investors  will  be 
forced  to  realize  what  intrinsic  value  investors 
have  known  all  along,  that  stock  prices  have 
nothing  to  do  with  book  values.  The  value  of 
a  company  is  determined  by  the  present  value 
of  all  the  cash  flow  that  investors  expect  to  get 
paid  during  the  life  of  the  firm.  That  value, 
less  the  value  of  the  company's  debt,  is  what 
the  company's  equity  is  worth,  regardless  of 
the  balance  sheet. 

In  this  intrinsic  value  market,  the  key  risk 
that  investors  face  is  not  volatility,  it  is 
buying  an  expected  cash  flow  stream  that 
fails  to  materialize  because  of  competitive 
pressures  or  poor  management.  To  properly 
evaluate  those  risks,  investors  will  have  to 
have  a  keen  understanding  of  the  companies 
they  buy  and  the  people  who  run  them.  This 
will  require  a  sharp  change  of  direction 
among  security  analysts,  who  have  made  a  lot 
of  money  from  macroeconomic  trends  since 
1 98 1.  They  will  have  to  become  experts  in 
understanding  businesses  again  and  in  evalu- 
ating human  talents  and  motivations. 

In  this  market,-  managers  with  a  proven 
record  of  having  the  skill  and  the  will  to  deliv- 
er sustainable,  growing  cash  flows  to  investors 
will  be  highly  prized.  To  know  how  a  man  is 
going  to  behave  ten  years  in  the  fiature,  there 
is  no  substitute  for  knowing  him  for  ten  years 
in  the  past. 

So  maybe  my  son  John  should  take  his 
allowance  public  after  all.  What  more  depend- 
able source  of  cash  flow  than  a  solvent  and 
indulgent  parent?  H 
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There's  new  energy  sweeping  the  old  world.  Corporate  reform.  Making  companies  more  efficient. 
More  competitive.  And  more  responsive  to  shareholders. 

Combined  with  growth  in  information  technology  and  service  industries,  Europe's  new  business 
culture  represents  an  opportunity  for  investors.  And  GT  Global  has  a  variety  of  ways  to  tap  it. 
Including  the  GT  Global  Europe  Growth  Fund  and  the  GT  Global  Growth  &  Income  Fund,  which 
includes  blue-chip  Western  European  stocks. 

It's  time  to  revisit  Europe.  Ask  your  financial  adviser  about  GT  Global  Mutual  Funds.  Or  call 


You  will  receive  a  prospectus  for  the  GT  Global  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging 
market  investing,  including  political  and  currency  nsk.  Read  the  Prospectus  carefully  before  investing.  GT  Global,  Inc.,  Dist.,  50  California  Street,  San  Francisco,  CA  941 1 1 .  mf3 
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US  at  1-800-824-1580. 
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A  WORLD  OF  OPPORTUNITY 


Michael  Cowpland  has  amassed 
a  confederation  of  beaten  armies 
and  declared  war  on  Bill  Gates, 
revenge  be  theirs? 


Another  anti- 
Microsoft  alliance 


By  Jeffrey  Young 

APPLE  Computer  fought  the 
mighty  Microsoft/Intel  axis — 
and  lost.  Novell  challenged 
Microsoft  in  word  processors,  paying 
a  fortune  to  get  WordPerfect,  then 
raised  a  white  flag  just  a  few  years 
later.  Borland  wanted  to  be  a  power 
in  spreadsheets,  but  its  Quattro  Pro 
was  no  match  for  Microsoft's  Excel. 

So  Bill  Gates  seems,  for  now  at 
least,  to  have  won  the  Battle  of  the 
Desktop.  But  though  defeated,  the 
opposition  hasn't  given  up.  It  is  rally- 
ing around  the  banner  of  Michael 
C.J.  Cowpland,  a  Canadian  chip 
engineer  turned  software  publisher. 
Having  won  a  local  victory,  Cowp- 
land wants  more. 

Cowpland's  Ottawa-based  compa- 
ny, Corel  Corp.,  is  but  a  tuenty-fifth 
of  Microsoft's  size — but  Microsoft 
cannot  ignore  the  challenge. 
Corel  is  going  after  not  the 
periphery   of  Microsoft's 

Michael  Cowpland 
and  wife,  Marlen 
Software  with  a  flair. 


empire  but  its  core  territory:  office 
productivity  software.  These  are  pro- 
grams such  as  word  processors, 
spreadsheets  and  database  organizers, 
often  sold  these  days  in  all-in-one 
packages  called  office  suites.  Mi- 
crosoft gets  half  of  its  $8.7  billion  in 
revenues  from  them. 

Corel  gets  most  of  its  $334  million 
in  annual  revenue  from  office  appli- 
cations. For  a  word  processor,  Cowp- 
land has  WordPerfect,  the  program 
that — until  Microsoft  Word  came 
along — was  the  leader  in  the  business. 
Novell  had  paid  $855  million  for 
WordPerfect  in  1994.  Less  than  two 
years  later  Corel  picked  up  the  bulk 
of  the  operation  at  the  fire-sale  price 
of  $158  million.  The  spreadsheet, 
Quattro  Pro,  was  once  the  flagship 
product  of  Borland  International, 
back  when  Borland  was 
riding  high  and  had  a  $2 
billion  market  value. 
Corel  bought  Quat- 
tro Pro  from 
Novell  as  part 
of  the  acquisi- 
t  i  o  n 


of  WordPerfect.  Separately  it  licensed 
Borland's  database  program,  Para- 
dox, last  summer. 

Put  word  processor,  spreadsheet 
and  database  together  and  what  do 
you  have?  Corel  Office  Professional 
7,  a  rival  to  Microsoft's  Office  97. 
The  Microsoft:  package  costs  $450  on 
average  at  retail.  You  can  get  Corel 
Office  7  for  $260.  The  Corel  soft- 
ware isn't  bad  (see  box,  p.  156).  Die- 
hard WordPerfect  fans  (and  perhaps 
some  others)  might  prefer  it  to  the 
Microsoft  product,  if  features  and 
price  were  the  only  things  that  mat- 
tered in  selecting  a  software  package. 

But  the  issue  may  not  be  how  well 
Corel  Office  7  works  or  what  it  costs: 
The  issue  may  simply  be  that  it's  not 
from  Microsoft.  Discount  or  no  dis- 
count, do  you  want  to  own  the  off- 
brand  word  processor?  A  spreadsheet 
program  that  doesn't  have  the  same 
menus  as  either  Excel  or  the  other 
mainstream  choice,  IBM's  1-2-3?  Or  a 
database  system  that  not  very  many 
programmers  are  familiar  with? 

Given  the  unfortunate  history  of 
WordPerfect,  Quattro  Pro  and  Para- 
dox under  their  previous  owners,  it 
would  take  someone  with  a 
lot  of  nerve  to  go  up  against 
Bill   Gates  for  a  second 
round.  Cowpland  is  that 
man.  He  loves  to  fight — and 
he  loves  to  beat  the  odds. 
In   his  spare   time  he 
shows  his  pugnacity  by  the  black 
belt  he  earned  in  £oshindo.  At  one 
point  he  piloted  jet  planes.  Last  year. 
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at  age  52,  he  took  up  snowboarding. 
He  plays  in  the  seniors'  tennis  tour- 
nament at  Wimbledon,  last  year 
reaching  the  quarterfinals. 

Cowpland  may  not  be  quite  the 
international  celebrity  Gates  has 
become,  but  he's  no  shrinking  violet. 
He's  flamboyant,  smart  and  rich.  In 
1992  Cowpland  married  his  second 
wife,  Marlen  Therien,  a  French-Cana- 
dian boutique  owner.  They  were 
photographed  on  their  wedding 
day — in  photos  that  were  splashed  all 
over   Canada's   media — with  her 
draped  over  his  Lamborghini  and 
him  in  the  driver's  seat.  In  1995  the 
two  moved  into  a  grandiose  20,000- 
square-foot  glass-and-steel  mansion 
in  Ottawa  that  includes  a  boxing 
ring,  a  gymnasium,  squash  and 
tennis  courts  and  a  pool.  It's 
not  quite  as  big  as  Gates' 
unfinished  mansion. 

Cowpland 
holds  a  Ph.D. 
in  microelec- 
tronics fi-om  Car- 
leton  University  in 
Ottawa.  After  col- 
lecting a  salary 
for  a  while  at 
Bell  Canada,  , 
Cowpland  \^ 
and  Ter-  ^  ^ 

rence  Mat- 
thews (now  run 
ning  Newbridge 

Networks,  another  Ottawa-based 
high-tech  firm)  founded  Mitel  to 
make  computerized  PBX  switch- 
boards. According  to  Cowpland, 
they  built  it  up  to  revenues  of  about 
$350  million  before  selling  out  to 
British  Telecom  in  1984.  Mitel 
didn't  fare  too  well  in  bt's  hands,  but 
Cowpland  walked  away  with  about 
$150  million. 

He  used  some  of  the  money  to 
start  Corel  by  selling  PC  systems  for 
desktop  publishing  and  local  area  net- 
works, then  switched  it  to  a  software 
firm  with  an  illustration  program, 
when  that  opportunity  presented 
itself  CorelDraw,  a  program  used  by 
semiprofessional  artists  to  illustrate 
pages,  was  successfiil  from  the  start, 
and  Cowpland  could  have  left  the 
company  at  that.  Instead,  he  decided 
to  invade  Gatesland. 

What  makes  him  think  he  can 


wield  the 

three  acquired  brands 
better  than  their  creators 
could?  He  offers  two  reasons. 
First,  he'll  make  his  suite  of  pro- 
grams work  on  many  types  of  com- 
puters, with  free  service  (Microsoft 
charges  after  90  days)  and  low  prices. 
If  you  want  to  get  a  site  license  for 
2,000  copies  of  Office  7,  Corel  will 
cut  you  a  deal. 

Cowpland's  second  selling  propo- 
sition: Corel  will  soon  equip  its  office 
suite  with  the  ability  to  run  within 
Java,  the  new  sofiware  platform  that 
Sun  Microsystems  is  offering  up  as 
a  way  to  connect  disparate  comput- 
ers across  a  network.  If  Java  catch- 
es on,  Microsoft  will  sooner  or 
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Write  and  run 

Will  Sun  Mk;rosystems'  Jav.i  platform  shake 
Microsoft/Intel's  power  base  on  the  desktop? 

Two  big  ifs.  First:  if  Java  ever  delivers  on  its  proiniscs. 
It's  supposed  to  become  .<  ciniversal  computer  standard 
that  will  make  transfers  o!  programs  and  data  across  dif- 
ferent types  of  computers  speedy  and  easy.  Right  now, 
however,  Java  tends  to  slow  things  down. 

Second:  if  Microsof  t  and  Intel  fail  to  respond  to  the 
threat.  It  would  be  foolhardy  to  bet  against  them. 

The  idea  behind  Java  is  seductive.  Write  a 
program  once,  in  a  Java  language;  play  it  on 
virtually  any  platform  that  has  enough 
computing  horsepower,  for  instance,  to 
host  an  Internet  browser.  In  the  slogan  of 
Alan  Baratz,  president  of  the  JavaSoft:  divi- 
sion of  Sun  Microsystems:  "Write  once, 
run  anywhere." 

If  Java  delivers  on  its  promises,  software 
developers  like  Corel  will  save  themselves  a 
bundle.  They  can  write  a  new  program  or  game 
once,  rather  than — as  they  do  now — once  for  Windows, 
again  for  the  Apple  Macintosh  operating  system,  yet 
again  for  a  Sun  workstation. 

Corporate  users  would  love  a  universal  programming 
format,  too.  They  could  the  more  easily  tie  together  dis- 
parate machines — any  computing  device  from  a  main- 
frame down  to  a  pocket  organizer. 

Fantasize:  With  a  Java  rewrite,  you  sweep  away  the 
corporate  computing  Tower  of  Babel  without  throwing 
out  your  old  hardware.  Java  applets  (applications),  cre- 
ated in-house,  gather  data  from  an  order  entry  clerk  on 
tJie  phone,  send  it  over  the  network  to  a  central  main- 
frame that  stores  credit  or  product  availability  data,  and 
deliver  an  invoice  back  to  the  clerk's  PC,  within  an  easy- 
to-use  and  graphics  -rich  customized  Internet  browser. 
The  same  databases  could  be  similarly  accessible  from 
any  machine  capable  of  browsing  the  Internet. 


Sun  's  platform  attack  on  Wintel  has  several  compo- 
nents. The  first  is  the  new  Java  programming  language 
with  the  universal  commands. 

The  second  element  is  the  Java  Virtual  Machine,  a 
piece  of  software  that  acts  like  a  piece  of  hardware — 
namely,  the  processor  in  a  computer.  Write  program 
commands  in  Java,  and  you  are  writing  them  as  if  they 
were  running  on  this  software  processor.  The  jVM's  job 
is  to  translate  these  commands  into  an  operating  system 
such  as  DOS,  which  in  turn  produces  the  machine 

instructions  used  by  the  real  hardware.  Thus,  one 
version  of  the  jVM  translates  Java  into  instruc- 
tions for  Windows,  another  for  DOS,  another 
for  an  IBM  mainframe  operating  system,  and 
so  on.  The  jVM  is  analogous  to  the  lan- 
guage compilers  that  have  been  around 
since  the  dawn  of  computing. 
The  third  element  in  this  new  way  of 
doing  business  is  a  shrink-wrapped  Java 
operating  system  due  from  Sun  later  this  year. 
With  this  running  on  an  Intel  microprocessor 
with  DOS,  Windows  becomes  unnecessary. 
Alas,  Java's  very  generality,  its  ability  to  run  on  any 
machine,  makes  it  slower  than  programs  that  have  been 
optimized  for  a  particular  machine.  Today  Java  is  ago- 
nizingly slow — also  immature,  which  in  software  sys- 
tems means  prone  to  crash.  Baratz  retorts  that  Java  pro- 
grams can  run  just  as  fast  as  Windows  programs  if  you 
use  the  latest  version  of  Java  (l.I).  And  he  says  that  Java 
is  maturing  very  quickly.  Hey,  it's  only  two  years  old. 

Another  limiting  factor  is  lack  of  network  bandwidth. 
In  Java,  when  you  need  a  specialized  program,  you  get 
it  from  a  server.  That  server  might  be  two  floors  up, 
in  which  case  you  can  probably  do  the  download 
quickly.  It  could  be  at  the  other  end  of  a  telephone 
line,  in  which  case  you  are  going  to  drum  your  fingers 
for  a  while. 

For  a  collection  of  sample  Java  programs,  investigate 
www.gamelan.com.  -JY.  H 


later  match  Corel  and  add  Java  fea- 
tures to  its  office  suite.  But  Corel  will 
have  been  there  first.  Meanwhile 
Cowpland  wins  the  good  graces  of 
another  Gates- baiter,  Sun  Microsys- 
tems' Scott  McNealy. 

If  Microsoft:  is  dragging  its  feet  on 
Java  ,  it's  for  good  reason:  Java  is  a 
threat  to  Microsoft's  whole  way  of 
doing  business.  It  makes  software 
applications  "platform  independent." 
Meaning:  Java  can  run  on  any  oper- 
ating system,,  and  Java-capable  appli- 
cation programs  can  run  on  any  Java- 
capable  operating  system,  too. 

Java,  then,  frees  corporate  com- 
puting managers  from  the  t^Tanny  of 
incompatibility.  The  same  programs 


would  run  on  all  machines,  including 
cheap-to-maintain  network  comput- 
ers, legacy  mainframes  and  Macin- 
toshes, as  well  as  the  standard  Intel- 
based  PCS.  Data  files  would  be  freely 
interchangeable  across  the  Internet,  a 
company's  intranet  or  any  other  net- 
work. Users  would  no  longer  depend 
on  Microsoft  or  Intel  for  the  plat- 
form— the  operating  system  and 
microprocessor. 

Microsoft  has  gotten  big  and  fat  by 
selling  applications  that  are  big  and 
fat.  The  Microsoft  Word  component 
of  Office  97  has  lots  of  wonderful 
features,  but  it's  a  space  hog — it  typ- 
ically eats  102  megabytes  of  your 
hard  drive  and  8  megabytes  of  your 


random  access  memory.  So,  for  that 
matter,  does  Corel's  WordPerfect  in 
its  suite. 

The  Java  model  of  computing 
envisages  something  radically  differ- 
ent. Users  would  have  stripped- 
down,  memory-sparing  applications, 
encoriipassing  only  those  features 
most  people  need  most  of  the  time. 
To  get  more  exotic  features  you 
would  download  Java  applications,  or 
"applets,"  from  the  Internet  or  an 
office  intranet. 

For  instance,  a  lawyer  might  order 
a  skinny  version  of  WordPerfect  that's 
great  at  drawing  up  wills  and  con- 
veyances but  not  at  rendering  math- 
ematical symbols.  On  the  odd  occa- 
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protection 


We're  thinking  what  you're  thini<ing:  with  your  data,  there's  no  such  thing  as 
safe  enough.  At  Imation,  we  understand.  We're  a  new  $2.2  billion  world  leader  in  information  and  imaging 
(NYSE  symbol:  IMN),  and  our  business  includes  the  former  Data  Storage  business  of  3M.  We  sell  more 
3.5"  branded  diskettes,  more  1/2"  tape  cartridges,  more  1/4"  and  Travan" minicartridges  than  anyone 
else.  And  we  have  more  than  a  decade  of  leadership  in  optical  media  publishing,  if  you're  looking  for 
safety  in  numbers,  you  can't  do  much  better  than  that.  Call  1-888-466-3456  or  see  http://www.imation.com 
to  find  out  more  about  what  makes  Imation  a  WOrid   leader   in  data  Storage. 
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sion  when  he  needed  to  draw  up  a 
document  with  calcukis  equations,  he 
would  download  a  Java  applet.  Why 
would  this  word  processor  be  better 
for  him  than  the  Microsoft  onc>  It 
would  load  faster  and  run  faster. 

Java,  whose  specs  Sun  has  offered 
free  to  all  comers,  has  been  out  for 
two  years.  It  is  much  talked  about 
and  widely  tinkered  with.  IBM  has 
announced  a  gigantic  plan  to  Java- 
enable  all  its  operating  systems  and 
applications. 

However,  we  are  not  yet  living  in  a 
Java  world.  Corel  won't  have  a  final 
Java -flavored  version  of  Corel  Office 
until  mid-year.  (A  beta  version  is 
available  at  www.corel.com.)  But  if 
Java  does  catch  on,  Cowpland's  risky 
bet  could  pay  off  big. 

Cowpland's  ambitions  might  be 
dismissed,  except  for  one  important 
fact:  The  last  time  he  hitched  his 
wagon  to  a  distant  star,  he  picked  a 
winner.  That  star,  ironically  enough, 
was  Microsoft.  Yes,  Microsoft. 

From  Corel's  earliest  days  in  the 
mid-1980s,  Cowpland  was  a  believer 
in  Microsoft's  Windows  operating 
system.  So  he  rushed  to  make  Corel- 
Draw Windows-compatible.  This  was 
at  a  time  when  the  smart  money  was 
betting  on  OS/2,  an  alternative  oper- 


ating system  that  was  IBM's  favorite. 
Result:  When  Bill  Gates  launched 
Windows  3.0  with  much  fanfare  in 
1990,  Corel's  computer  illustration 
program  was  the  only  non-Microsoft 
application  he  could  find  to  demo 
with  Windows. 

Going  all  out  for  Windows  led 
Corel  to  become  a  $200  million  soft- 
ware company  by  the  mid-1990s, 
working  predominantly  in  the  niche 
of  graphics  programs  for  the  PC.  Now 
Cowpland  is  again  betting  everything 
on  something  new  and  different — 
only  this  time  it  isn't  Microsoft. 

Except  for  the  Java  angle,  we've 
heard  most  of  Corel's  beat-Microsoft 
plan  before.  Borland  tried  a  variant: 
Match  features,  cut  prices,  raise  vol- 
umes. It  didn't  work — Microsoft 
simply  lowered  prices,  subsidizing 
itself  with  operating  system  revenues, 
and  outwaited  and  outmarketed  its 
competitors.  Five  years  ago,  Bor- 
land's stock  was  trading  in  the  low 
80s.  Now  it's  at  7. 

"But  they  didn't  have  Java," 
protests  Cowpland,  a  slender  and 
wiry  native  of  the  U.K.  whose  accent 
still  echoes  his  English  origins.  "We 
know  we  won't  make  much  of  a  dent 
in  the  Windows  market,  although 
we'll  keep  attacking  [Microsoft]  on 


every  level.  Java  is  a  blank  slate,  and 
we  are  going  to  get  there  first.  Our 
fundamental  strategy  is  to  run  best 
on  every  platform,  not  best  on  Win 
dows,  which  will  always  ultimately  be 
Microsoft's  agenda." 

Java  aside,  how's  he  doing?  About 
a  year  after  the  WordPerfect  acquisi- 
tion, retail  unit  sales  of  Corel's  suite 
have  been  strong.  For  the  last  three 
months  of  1996,  according  to 
Reston,  Va. -based  PC  Data,  Corel 
garnered  around  40%  of  the  retail 
market — double  the  share  for  the 
same  programs  when  Novell  was  last 
selling  them.  But,  alas  for  Corel,  in 
the  overall  $2.1  billion  office  suite 
market,  where  corporate  sales  are 
much  more  important  than  retail, 
Microsoft  grabs  88%  of  the  dollars. 

Corel's  P&L  statement  careens 
from  red  to  black  and  back  again 
from  quarter  to  quarter.  Accordingly, 
investors  have  hammered  the  stock, 
trading  it  down  from  a  1995  high  of 
19^1  to  a  recent  6/^. 

If  Java  doesn't  catch  on,  or  if  Corel 
is  late  with  Java  versions  of  its  pro- 
grams, what  then.>  "We'll  be  in  deep 
trouble,"  Cowpland  admits.  It's 
always  risky  betting  against  Bill 
Gates — but  Michael  Cowpland  is  an 
intriguing  long  shot.  H 


Suite  spot 

Which  is  better,  Microsoft's  Office  97  or  the 
Corel  alternative.  Office  7?  The  answer 
depends  on  which  machine  you  run  them 
on,  the  use  you  put  them  to  and  the 
tastes  you've  already  acquired. 

I  put  both  software  packages 
through  their  paces  on  a  120-mega- 
hertz  Pentium  Hitachi  laptop  and 
found  them  broadly  similar.  That's 
just  what  Corel  intended,  as  evi- 
denced by  the  copycat  name  it 
chose.  One  big  difference:  The 
upstart  goes  for  a  typical  retail  price  of 
$260,  compared  with  Microsoft's  $450. 

Both  suites  suffer  from  bloat,  weighing 
in  at  over  a  hundred  megabytes  to  include 
word  processor,  desktop  publisher,  spreadsheet,  address 
book,  calendar,  E-mail  in  box,  Internet  browser  and 
sundry  throwaways.  All  rhosc  megabytes  take  a  long 
time  to  load;  they  also  make  for  slow  switching  from 
one  application  to  another,  Jtljough,  in  my  unscientific 
tests,  Microsoft's  offering  stv  iiicd  a  tad  quicker. 


Interfaces  strive  to  make  programs  easy  to  use. 
Microsoft's  Word-based  interface,  if  anything,  goes  too 
far  in  that  direction  by  encumbering  you  with 
too  much  help.  Corel's  interface,  derived 
from  WordPerfect,  is  more  elegant,  but 
crankier,  too.  For  instance,  the  screen 
interface  works  better  under  Word- 
Perfect, but  I've  had  strange  charac- 
ters appear  on  screen.  This  problem 
probably  results  from  Corel's 
having  to  integrate  all  its  pieces 
after  the  fact,  whereas  Microsoft 
designed  its  suite  as  a  unit. 
Noteworthy:  the  drawmg  tools 
integrated  into  the  Corel  suite.  You 
use  these  to  create  illustrations  on  the  fly 
from  within  a  word  processor.  Microsoft's 
counterpart  has  fewer  pieces  of  cHp  art  (5,000 
versus  10,000)  but  adding  CorelDraw  elevates  the  suite 
to  a  much  higher  level  graphically.  And  while  the  Inter- 
net publishing  features  are  now  comparable,  WordPer- 
fect's have  been  in  place  longer  and  are  better  integrat- 
ed. All  in  all  I  find  myself,  after  years  of  writing  with 
Word,  preferring  WordPerfect.  -J.Y.  H 
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THE  BUSINESS  STRESS-REDUCTION  INDEX 


Snarp  drop  in  cnaos; 
Analysts  suspect  new  PaperPort  mx. 


REDUCE  ISSUES  DOWN 
TO  THEIR  ESSENTIALS. 

The  first  step  in  reducing 
stress  is  to  rid  yourself  of 
unnecessary  paper. 
PaperPort  mx  can  scan 
thousands  of  words  in 
minutes — from  virtually 
any  type  of  document. 
Reports.  Memos.  Letters. 
Newspaper  articles. 
So  you  can  more  easily 
deal  with  them.  The  result 
is  higher  productivity. 
For  instance,  Toyota's 
U.S.  marketing  division 
deployed  PaperPort  in 
its  organization  and 
expects  to  save  consider- 
able time  and  money 


BE  THE  GREAT 
COMMUNICATOR. 


Use  PaperPort  mx  to  scan 
wads  of  information  direct- 
ly into  reports,  proposals, 
and  e-mails.  It  will  even  let 
you  send  information  over 
the  Net — for  instance,  that 
contract  (or  invoice)  that 
needs  immediate  attention 


>/visioneer 


IMPROVE  YOUR 
TIME-MANAGEMENT  SKILLS. 

Rid  your  world  of  unneces- 
sary and  time-consuming 
tasks.  For  example,  retyping. 
PaperPort  mx  can  handle 
it  for  you.  Simply  tcike  the 
document  you  want  to 
retype,  and  scan  it  with 
PaperPort  mx.  Then 
PaperPort  mx's  integrated 
Xerox  TextBridge"  OCR 
software  converts  these 
words  to  digital  format  so 
they  can  be  edited  or 
copied.  Literally  saving 
you  hours. 


MEASURABLE  OPERATING 
RESULTS.  

Ah,  here's  a  bonus: 
PaperPort  mx  can  accom- 
plish all  of  these  things — 
without  hogging  space  on 
your  desk.  It's  sleek  and 
small  and  fits  right  between 
your  keyboard  and  monitor 


MANAGE  TECHNOLOGY. 

Here's  a  secret  about  how 
to  get  the  technology  you 
have  to  work  harder.  Say 
you  want  to  send  a  fax. 
Scan  in  your  document 
using  PaperPort  mx,  then 
send  a  fax  using  your  com- 
puter's modem.  It  saves 
time  (you'll  never  again  have 
to  trek  down  the  hall  to  fax 
something).  And  it's  usually 
cheaper,  to  boot. 


SIMPLIFY  OPERATIONAL 
STRUCTURES  AND 
SYSTEMS.  

For  instance,  your  archaic 
filing  system.  Instead,  use 
PaperPort  mx.  Filing  things 
digitally  on  your  computer 
takes  up  tar  less  space, 
but  more  than  that,  it  helps 
you  pinpoint  a  specific 
document  later.  Just  type  in 
a  keyword,  and  PaperPort 
mx  will  retrieve  it  for  you. 


ORCHESTRATE  THE 
PROGRAM  FOR  CHANGE. 

Don't  let  its  compact  size 
fool  you.  PaperPort  mx 
is  lough  enough  for  even 
the  toughest  business 
environment.  For  one, 
it's  fully  compatible  with 
Windows  NT.  And  at 
a  new  lower  price,  even 
the  most  stringent  bean 
counters  in  your  company 
will  be  pleased. 


Bonds  Drop,  Stoc 


FOR  ADVICE  ON  CHAOS-COPING  STRATEGIES 

coll  1-800-787-7007,  extension  755. 
http:/ / www.visioneer.com 
Or  contact  an 

authorized  reseller     PAPERrORI  mx 


www.ey.com 


Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  very  much  about  acreage, 
square  footage,  or  a  driveway  that  doubles  the 
length  of  your  commute. 

On  the  other  hand,  if  you  have  the  sense  that 
your  company  isn't  as  profitable  as  it  could  be, 
maybe  it's  time  to  do  something  about  it. 

At  Ernst &Young,  we  can  help  maximize  the  prof- 
itability of  virtually  every  facet  of  your  business. 


Is  your  tax  strategy  optimal?  Should  you  consider 
outsourcing?  Can  you  get  your  products  to  market 
faster?  How  do  your  health-care  costs  compare  with 
industry  benchmarks?  Is  your  information  technology 
ready  for  the  year  2000?  Would  a  strategic  acquisition 
make  sense  for  you?  How  much  rent  should  you 
pay  in  Kuala  Lumpur? 

We  address  these  kinds  of  issues  for  our  clients 
every  day.  And  it  sometimes  takes  only  a  single 
idea  to  make  a  multimillion-dollar  difference  in 
corporate  profits. 

So  if  you'd  like  to  discuss  anything  related  to  your 
business,  we  hope  you1l  call. 

Because  even  if  youVe  perfectly  happy  with  your 
house,  you  may  still  want  to  give  some  thought  to 
an  expansion. 

Of  your  bottom  line. 

There  Isn^tA  Business  We  Can^t  Improve^ 

=U  Ernst  &YOUNG 
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IBM  dares  not  mess  with  Tivoli,  its  precious  software 
acquisition,  lest  it  see  $750  million  walk  out  the  door. 

Beer  bashes? 


By  Christopher  Pahneri 


I  Party  at  Tivoli 

^  headquarters 

§  Seveibcooler 

o 

^  software. 


One  year  ago  Louis  Gerstner  Jr., 
IBM's  chief  executive,  took  a  deep 
breath  and  wrote  out  a  check  for 
$743  milHon  to  the  stockholders  of 
Tivoh  Systems.  That  was  a  lot  of 
green  for  a  company  with  $50  mil- 
lion in  sales,  $5.5  million  in  profit 
and  nothing  more  than  $46  million 
in  tangible  net  worth. 

For  IBM  it  was  a  purely  defensive 
move — and  an  expensive  one.  Tivoli 
sells  software  to  manage  large  net- 
works of  desktop  computers,  the  net- 
works that  are  slowly  killing  the  old 
IBM  mainframe.  It  was  a  case  of  you 
can't  beat  them,  so  you  join  them. 

An  interesting  marriage.  Two  hun- 
dred of  Tivoli's  employees  were  in 
Austin,  Tex.,  home  to  a  startup  scene 
second  only  to  Silicon  Valley's.  In 
Austin  the  programmers  are  young, 
the  hours  long,  the  salesmen  frenet- 
ic, the  attire  tieless.  A  world  apart 
from  the  old  IBM  culture.  But  if  Tivoli 
was  different,  Gerstner  wanted  to 
keep  it  that  way.  He  wasn't  buying 
physical  assets  as  much  as  he  was 
buying  a  spirit,  a  state  of  mind. 

IBM  sent  Elaine  Wetmore,  35,  to  be 


Tivoli's  new  chief  financial  officer.  She 
was  a  bit  taken  aback  when  Tivoli 
President  Franklin  Moss,  47,  wanted 
to  buy  a  sports  car  and  lend  it  to  the 
top  salesman  of  the  quarter.  Days  later 
she  plunked  down  $125,000  for  a 
Porsche  911  Twin  Turbo.  "I'd  been 
in  finance  at  IBM  for  13  years  and 
never  signed  a  check,"  Wetmore  says. 

Michael  Maples,  at  29,  is  already  a 
Tivoli  marketing  veteran.  He  kind  of 
expected  that  IBM  would  terminate 
the  company-paid  Friday  afternoon 
beer  parties  on  a  deck  outside  Tivoli's 
headquarters.  Not  only  did  the  beer 
bashes  continue,  IBM  decided  to 
duplicate  them  for  the  new  Tivoli 
employees  at  its  Raleigh,  N.C.  soft- 
ware design  center.  "We're  a  seven- 
cooler  company  now,"  says  Maples. 

Coolers?  At  Thomas  Watson's 
white-shirt,  buttoned-down  IBM, 
alcohol  was  banned,  even  at  the  com- 
pany country  clubs. 

You  are  witnessing  what  Frank 
Moss  calls  a  "reverse  acquisition." 
Rather  than  engulf  Tivoli  in  IBM's 
$13  billion  software  arm,  Gerstner 
handed  his  systems  business  over  to 


Tivoli's  management.  With  the  pack- 
age came  more  than  700  IBM 
employees  and  products  with  half  a 
billion  dollars  in  sales.  "It  was 
unprecedented,"  says  Paul  Mason,  a 
software  analyst  at  International  Data 
Corp.  near  Boston.  "And  it's  working 
extremely  well." 

Already,  says  Moss,  IBM  is  doing  $1 
billion  a  year  in  network  and  systems 
administration  software.  That  makes 
IBM  a  strong  number  two  to  Com- 
puter Associates  International,  the 
Islandia,  N.Y.-based  software  con- 
glomerate that,  until  a  recent  weak 
quarter,  was  growing  much  faster 
than  IBM. 

For  IBM  the  game  is  worth  a  bit  of 
culture-bending.  At  stake  is  a  $7.8 
billion  market  that  is  projected  to 
nearly  double  over  the  next  four 
years.  Software  made  by  IBM  and 
Computer  Associates  helps  corporate 
system  managers  do  things  like  dis- 
tribute program  updates  to  an  assort- 
ment of  employees  using  all  manner 
of  different  computer  models  and 
operating  systems.  Ultimately  both  of 
these  giants  hope  to  use  their  system 
administration  software  as  a  foot  in 
the  door  to  sell  other  kinds  of  prod- 
ucts— like  IBM's  Lotus  Notes. 

You  know  why  IBM  is  not  a  leader 
in  PCS  today:  Years  ago  its  mainframe 
managers  didn't  want  to  be  undercut, 
so  they  subtly  sabotaged  the  new 
technology.  In  hke  fashion,  Netview, 
an  IBM  program  that  detects  prob- 
lems in  computer  networks,  was  until 
recently  available  only  for  IBM's  pet 
operating  systems,  such  as  slow-sell- 
ing os/2. 

Now  Tivoli  is  cranking  out  versions 
of  Netview  for  half  a  dozen  platforms, 
including  ones  from  IBM  rivals  Sun 
Microsystems,  Digital  Equipment  and 
Microsoft.  "At  [the  old]  IBM  that 
would  have  taken  weeks  of  reviews 
from  every  division,"  says  Leo  Cole, 
director  of  Tivoli's  network  manage- 
ment products. 

IBM  is  playing  catch-up  to  Com- 
puter Associates,  whose  Unicenter 
line  will  take  in  $1  billion  this  year, 
25%  of  the  company's  likely  revenues. 
Computer  Associate's  Charles  Wang 
is  a  formidable  antagonist.  That  IBM 
now  lets  its  salespeople  tool  around 
in  Porsches  is  a  sign  of  how  seriously 
IBM  takes  the  competition.  H 
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MAKING  YOUR  HOME  OFFICE  LOOK  MORE  PROFESSIONAL 


Look  bigger  mth  strategically-positioned  Office  Dummies.  Amuse  yourself  bj  calling 
staff  meetings.  Bark  orders.  Send  them  out  Jor  jour  laundry.  It's  not  like  they'll  talk  back. 


A  Parking  Garage  Gate  reminds  your  clients  that  they're  entering  a  place 
of  business.  Besides,  think  of  the  goodwill  you'll  create  by  validating  their  parking  tickets. 


Use  Microprint  one.  The  versatile  paper  that  works  like  a  jewel  in  faxes,  copiers  and  printers. 
Now  you  don't  have  to  use  ten  kinds  of  paper  fust  one.  The  one  you'll  feel  right  at  home  with. 


J^k.  Georgia-Pacific  Papers 

Microprint 


one 


Any  machine... One  Paper.' 


Available  at  Staples 


By  making  a  martyr  of  programmer 

Philip  Zimimermann,  the  feds  gave  a  giant  boost 

to  his  encryption  software. 

Banned 

in  Washington 


By  Scott  Woolley 

Philip  Zimmermann  was  an  impecu- 
nious rebel.  The  federal  government 
threatened  to  put  him  in  jail  for  the 
heinous  crime  of  writing  software  and 
giving  it  away.  The  resulting  fracas 
made  Zimmermann  famous.  Now, 
thanks  to  Uncle  Sam's  efforts  to  trip 
him  up,  he  could  become  wealthy. 

A  twice-arrested  antinuclear 
demonstrator,  Zimmermann  became 
obsessed  with  allowing  private  citi- 
zens to  communicate  without  fear  of 
government  eavesdropping.  So  in 
1991  he  wrote  a  nearly  uncrackable 
encryption  program  he  facetiously 
called  Pretty  Good  Privacy.  PGP  uses 
a  clever  20-year-old  invention  called 
public-key  encryption.  A  prospective 
receiver  of  confidential  messages  pub- 


lishes the  encoding  key  to  be  used  to 
scramble  messages  intended  for  him. 
This  encoding  key  gives  no  hint  of 
the  unique  descrambling  key  that 
must  be  used  to  read  the  messages. 

Zimmermann  gave  the  software 
away  to  anyone  who  wanted  it. 
Where  was  the  money  in  this  project.^ 
There  wasn't  any.  Zimmermann  was 
just  trying  to  make  a  statement.  His 
sofhvare  consulting  business  suffered 
while  he  sweated  through  11,000 
lines  of  code. 

The  Department  of  Justice  decid- 
ed that  criminals  and  terrorists  could 
use  Zimmermann's  system  to  hide 
their  activities  from  the  authorities. 
The  feds  banned  export  of  the  system 
under  the  Arms  Export  Control  Act. 


PGP  Chairman  Phil  Zimmermann 
with  Chief  Executive  Tom  Steding 
The  feds  didn't  like  liis  algoritlims. 


Zimmermann  impishly  allowed  a 
fiiend  to  release  pgp  over  the  Internet 
for  anyone  to  download.  Soon  it  was 
in  use  from  San  Jose  to  Bosnia. 

For  the  next  two  years  Zimmer- 
mann, now  43,  spent  much  of  his 
time  defending  himself  before  the 
feds,  who  told  him  he  was  under 
investigation  for  violating  munitions 
laws.  Zimmermann  faced  up  to  52 
months  in  prison.  He  racked  up 
$100,000  in  legal  bills,  largely  paid 
for  by  fellow  privacy  rights  activists. 

The  government  finally  dropped  its 
case  in  January  1996,  leaving  Zim- 
mermann in  a  perfect  position  to  cap- 
italize on  his  fame  as  a  defender  of 
individual  rights  against  a  snoopy 
government.  He  and  three  partners 
started  San  Mateo,  Calif. -based 
Pretty  Good  Privacy,  Inc.  to  sell  the 
program  he  had  been  giving  away  for 
free.  Then  he  set  about  raising  ven- 
ture capital.  It  poured  in. 

"It  was  sort  of  the  2  Live  Crew 
effect,"  chuckles  the  bearded  Zim- 
mermann, referring  to  the  rap  group 
whose  album  sales  shot  up  not  too 
long  after  Florida's  attempts  to  ban 
their  music  as  obscene. 

Zimmermann  had  to  turn  away 
dozens  of  hopefial  investors.  FoRBES 
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Our  Customers  Feel  Free,  to  pursue  interests  that  go  beyond 

computer  data  backup. They  realize  it  can  take  less  than  a  second  for  a  drive  crash,  virus 
or  voltage  spike  to  destroy  their  most  valued  computer  component  —  information. 
But  they  also  know  their  priceless  data  is  backed  up  by  Exabyte. 

In  fact,  more  than  one  million  Exabyte  tape  storage  devices  are  hard  at  work  right  now 
—  onboard  the  space  shuttle  and  under  the  sea,  and  in  homes  and  offices  like  yours. 
Exabyte  is  the  largest  company  dedicated  solely  to  the  design  and  production  of  tape 
storage  systems  —  with  capacities  ranging  from  680  megabytes  to  3-2  terabytes. 
Today,  Exabyte  tape  drives  and  automated  tape  libraries  remain  the  first  choice  of  the 
world's  leading  computer  manufacturers  and  resellers. 

For  more  information  visit  our  web  site  at:  http://www.exabyte.com 

Exabyte.  Since  1985,  helping  you  make  the  best  of  backup. 

©1997  Exobyte  Corporation  Exabyte  is  o  trodemork  of  Exabyte  Corporation  Exobyle  Corporation.  1685  38th  Street,  Boulder,  Cobfodo  80301  USA. 
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estimates  tliat  he  took  in  $8  million  in 
equit)'  capital  last  year  and  is  good  for 
another  $15  million  or  so  this  year. 
That  would  leave  him  with  a  signifi- 
cant minority  stake  in  the  firm.  Rec- 
ognizing that  he  was  no  manager, 
Zimmermann  made  himself  chief 
technology  officer  and  hired  Thomas 
Steding  away  from  Novell  to  be  chief 
executive. 

Dipping  into  its  pile  of  investor 
capital,  PGP  last  year  bought  Via- 
Crypt,  a  firm  selling  a  commercial 
version  of  PGP-like  software.  With 
ViaCrypt  came  a  license  from  RSA 
Data  Security,  which  owns  patents  on 
some  of  the  mathematical  tricks 
underlying  public-key  encryption. 
That  eliminated  the  threat  of  patent 
infiingement  suits,  which  had  loomed 
over  Zimmermann  ever  since  he 
wrote  his  first  encryption  program. 

ViaCrypt  also  furnished  10  pro- 
grammers. Zimmermann  and  Steding 
hired  30  more.  They  worked  around 
the  clock  to  make  PGP  easy  to  use — 
you  encrypt  E-mail  with  a  simple 
click  of  a  mouse  button.  PGPmail  4.5 
was  released  in  January  at  $149  per 
user.  PGP  could  top  an  estimated  $15 
million  in  revenues  this  year. 

The  potential  for  the  product  is 
enormous.  Forrester  Research 
estimates    that    270  million 
people  worldwide  will  be  using 
E-mail  in  the  year  2001  and 
that  almost  all  will  have     jff  f  G' y  4)"  j^y  > 
encryption  software.  Even  ^9 
if  prices  fall  dramatically,       M.V  S 


that  could  still  mean  a  $500  million 
market  for  companies  like  PGP. 

But  don't  think  Zimmermann  has 
it  made.  Though  pgp  has  most  of  the 
E-mail  encryption  market  today,  it 
faces  challenges  from  Netscape  and 
Microsoft.  Both  companies  plan  to 
build  encryption  directly  into  the  E- 
mail  programs  that  will  come  with 
their  next  generation  of  Web 
browsers.  In  other  words,  they  are 
going  to  be  giving  away  what  PGP  is 
trying  to  sell  for  $149. 

Even  if  Zimmermann  can  create 
demand  for  the  PGP  program  by 
offering  some  unique  features,  he's 
got  another  problem.  The  two  soft- 
ware giants  plan  to  use  a  different 
encryption  standard,  designed  by  RSA 
Data.  E-mail  encrypted  using  the  RSA 
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Data  standard  can't  be  decrypted  by 
PGP,  and  vice  versa.  The  world  might 
not  tolerate  two  incompatible 
encryption  schemes.  One  will  win. 

The  Microsoft  and  Netscape  en- 
cryption software  won't  be  out  for  at 
least  a  few  months.  Steding  and  Zim- 
mermann are  trying  to  nail  every  user 
they  can  in  the  meantime.  They  may 
soon  announce  a  deal  with  IBM's 
Lotus  division  to  incorporate  PGP  as 
an  optional  feature  for  Lotus'  E-mail 
software,  cc:Mail.  They  have  a  dozen 
marketers  trying  to  sell  bulk  licenses 
to  corporate  accounts.  "The  more 
people  who  use  PGP,  the  less  it  makes 
sense  for  anyone  to  release  incompat- 
ible software,"  says  Steding. 

And  what  if  PGP  loses  the  format 
war?  It  would  survive,  but  be  weak- 
ened. It  could  either  switch  to  the 
RSA  format  or  make  its  sofbvare  com- 
patible with  both  formats. 

In  March  PGP  announced  a  deal  to 
buy  Zoomit,  a  young  Canadian  firm 
with  technology  that  will  allow  PGP  to 
create  software  that  keeps  track  of  the 
encoding  keys  that  message  receivers 
have  published.  (Make  no  mistake: 
You  need  a  computerized  directory 
of  these  giant  keys;  t\'pc  in  one 
number  incorrectly  and  your  message 
won't  go  through.) 

In  November  PGP  fiirther  extended 
its  privacy  software  line  by  buying 
Privnet,  a  firm  that  developed  and 
was  giving  away  a  program  that  pre- 
vents Web  sites  from  snooping  on 
users.  PGP's  own  programmers,  mean- 
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# j>-         Public-key  cryptography  is  a 
ff^     clever  system  for  coding  messages, 
"f-i'//5^',A^#        winich  the  key  for  scrambling  gives 
no  clues  about  the  hidden  descrambling 
key.  Thus  receivers  of  messages  can 
freely  publish  scrambling  keys.  The 
scrambling  key  is  a  huge  number,  like 
the  309-digit  monster  in  red.  In  Phil 
Zimmermann's  take  on  the  system, 
receivers  of  messages  publish 
somewhat  longer,  more  complicated 
keys  (blue)  that  contain  additional 
information  used  to  establish  their 
legitimacy. 


while,  have  developed  a  program 
called  PGPfone  that  encrypts  Internet 
telephone  conversations.  While 
preparing  for  the  Netscape-Microsoft 
onslaught  pgp  is  not  just  sitting  there 
waiting.  "We  want  to  encrypt  every 
form  of  communication  except  for 
face-to-face  conversations,"  says 
Thomas  Steding. 

Want  more."  The  FoRBES  Web  site 
(www.forbes.com)  contains  copies 
of  two  earlier  articles  explaining 
public-key  encryption;  the  PGP  site 
(www.pgp.com)  has  a  free  test  copy 
of  PGPfone.  H 
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Easy  lawsuits  malce 
bad  medicine 
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"l^KTER,  HFRE  ARE  SOME  STONES  and  thc  keys 
to  your  new  glass  house,"  writes  Howard  F. 
Twiggs,  Esq.,  president  of  the  Association  of 
Trial  Lawyers  of  America. 

Twiggs  did  not  like  my  Jan.  27  column 
("Rx:  radical  lawycrectomy").  He  dismisses  as 
"junk  science"  the  subject  of  that  column — a 
study  of  defensive  medicine  conducted  by  two 
Stanford  University  professors.  Litigation,  he 
suggests,  does  not  really  cause  defensive  medi- 
cine after  all. 

Who  knows,  perhaps  he's  right.  PU  cer- 
tainly read  his  analysis  with  an  open  mind 
when  he  writes  it  up  and  publishes  it  in  a 
serious  journal.  The  Quarterly  Journal  of 
Economics  might  do — that's  where  the  Stan- 
ford study  appeared.  I  suspect  I'll  have  a 
long  wait. 

My  column  mentioned  a  second  study:  a 
1990  Harvard  Medical  School  study  about 
medical  malpractice.  Trial  lawyers  like  Twiggs 
quote  that  one  quite  often,  though  almost 
never  accurately.  By  coincidence,  several  of  the 
authors  of  the  Harvard  study  published  a 
follow-up  analysis  in  the  New  England  Jour- 
nal of  Medicine  as  my  January  column  was 
going  to  press. 

The  patients  who  were  badly 
treated  didn't  sue;  the  patients 
who  sued  weren't  badly  treated. 

Their  1990  analysis  examined  the  treat- 
ment of  30,000-plus  New  York  patients  and 
the  tort  claims  they  filed  in  1984.  The  follow- 
up  study  completes  their  statistical  analysis  of 
what  the  doctors  did,  what  happened  to 
patients,  who  collected  how  much  and  how 
everything  correlated  with  race,  age,  income, 
physician's  specialty  and  other  variables. 
Here's  what  they  found: 

1.  More  than  98%  of  patients  given  sub- 
standard treatment  didn't  sue.  Many  of 
those,  however,  suffered  no  harm  at  all  or 
only  trivial  harm. 

2.  More  than  97%  of  patients  who  received 
substandard  treatment  and  who  suffered  an 
"adverse  event" — any  injury  resulting  from 


medical  treatment — cJidn't  sue,  either. 

3.  Patients  with  high  incomes  are  more 
likely  to  file  malpractice  claims,  and  more 
likely  to  collect,  than  poorer  patients. 

4.  More  than  80%  of  people  who  did  sue 
had  not  received  substandard  treatment. 

5.  Almost  20%  of  the  suits  filed  didn't  even 
involve  any  adverse  event.  These  1984  claims 
were  nevertheless  settled  for  an  average  pay- 
ment of  just  under  $29,000. 

6.  Half  the  cases  involving  adverse  events 
but  no  negligence  were  bought  off,  too,  for 
an  average  payment  of  $98,000. 

7.  "Neither  the  presence  of  an  adverse 
event  nor  that  of  an  adverse  event  due  to  neg- 
ligence was  associated  with  the  outcome  of 
thc  litigation." 

8.  The  one  factor  that  did  correlate  with 
how  much  the  litigant  collected  was  how 
severely  he  was  disabled.  In  cases  involving 
permanent  disabilit\',  the  mean  payment  was 
more  than  $200,000. 

9.  "The  real  test  of  the  use  of  negligence  as 
a  criterion  in  litigation  is  its  ability  to  prevent 
unsafe  medical  practices,  an  issue  very  diffi- 
cult to  address  through  research.  Overall, 
empirical  evidence  does  not  strongly  support 
using  the  negligence  standard  to  prevent 
medical  injury." 

10.  "Our  results  call  into  question  why  the 
U.S.  tort  system  persists  in  making  determina- 
tions of  negligence  when  compensation  for 
medical  injury  is  being  considered.  If  the  per- 
manence of  a  disability,  not  the  fact  of  negli- 
gence, is  the  reason  for  compensation,  the 
determination  of  negligence  may  be  an  expen- 
sive sideshow.  It  may  pollute  the  compensa- 
tion process  by  creating  an  adversarial  atmos- 
phere and  may  interfere  with  quality- 
improvement  efforts." 

Lawsuits,  in  short,  do  address  negligence. 
Adverse  events,  too.  The  people  who  bring 
most  of  the  suits  are  negligent.  The  adverse 
events  are  suffered  mostly  by  the  people  they 
sue.  For  that  second  kind  of  adversity,  howev- 
er, lawyers  offer  no  cure. 

As  1  argued  in  January,  the  Stanford  study 
suggests  that  Congress  could  trim  tens  of  bil- 
lions from  thc  Medicare  budget  by  placing 
some  sensible  limits  on  suits  against  doctors 
who  treat  patients  on  the  government's  tab. 
The  Harvard  study  makes  clear  that  curtailing 
lawsuits  would  make  life  fairer,  too.  The  vast 
majority  of  people  with  legitimate  claims  get 
no  benefit  from  the  system  at  all.  The  vast 
majority  of  people  who  do  benefit  from  it 
have  no  legitimate  claim.  And,  lest  we  forget, 
most  of  the  take  from  this  taxpayer-subsi- 
dized racket  goes  to  the  legal  keepers  of  the 
adversarial  system.  H 
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One  day  a  single  company 
a    secure    global  network. 


will  deliver 


Is    today  okay? 


In  spite  of  aLL  the  talk  about  the  Internet,  intranets  and  now,  extranets,  is  anyone  seriously 
talking  security?  Not  for  credit  card  numbers  or  shopping,  but  for  mission-critical  data  and  business 
intelligence  whose  Loss  can  sink  a  company  faster  than  the  Titanic.  Because,  with  too  many  vendors 
supplying  too  many  pieces,  it  creates  too  many  problems. 

What  you  need  is  one  company  that  can  do  it  all,  including  owning  the  medium  your  information 
travels  on.  That's  why  you  should  consider  us.  Because,  although  known  as  a  communications  company, 
we're  very  much  a  supplier  of  information  technology,  with  MCI  Systemhouse  "  recognized  by  industry 
analysts  as  a  leader  in  client/server  computing.  And  Data  Communications  voted  our  end-to-end  systems 
support  a  "Hot  Product"  for  1997.  So  for  network  security,  remember,  we  create  networks  using  proven 
architectural  modules  so  functionality  and  reliability  are  never  in  doubt. 

To  find  out  even  more  about  MCI  networking  solutions,  visit  www.mci.com  or  call  1-800-368-6547. 
For  your  peace  of  mind,  do  it  today. 
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The  database  economy 
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Two  QUESTIONS  that  economists  have  been 
pondering  of  late: 

Is  the  business  cycle  dead? 

When  are  we  going  to  see  some  payoffs 
from  all  those  billions  invested  in  computers 
and  software? 

The  answers  are  related,  and  both  of  them 
are  encouraging. 

The  business  cycle  is  not  dead,  but  it  may 
be  severely  wounded.  Six  years  into  an  eco- 
nomic expansion  the  economy  is  still  growing 
vigorously  without  any  warm-up  in  inflation. 
When  was  the  last  time  that  happened?  For 
this  development  you  can  thank  not  just  Alan 
Greenspan  but  advances  in  software  that  han- 
dles corporate  databases — available  only  since 
this  economic  upturn. 

Remember  that  the  classic  economic  boom- 
bust  cycle  was  based  on  inventory  swings. 
Overheating  and  inflation  led  to  bloated 
inventories.  That  in  turn  led  to  high  interest 
rates,  which  made  it  hard  to  finance  inventory. 
So  business  owners  cut  back  orders.  That 
made  factories  cut  production  and  payrolls. 
When  they  did,  we  would  be  in  the  middle  of 
a  recession.  We  would  climb  out  of  it  after 
inventories  got  so  low  that  there  was  no  choice 
but  to  put  in  more  orders  to  manufacturers. 

The  problem  was  that  manufacturers  were 
driving  blind.  They  guesstimated  end 
demand,  how  much  of  their  product  was  on 
store  shelves  and  where  it  was  concentrated 
geographically.  By  the  time  they  knew  end 
demand  was  weak,  all  they  could  do  was  slam 
on  the  brakes.  The  subsequent  100-car  pileup 
on  the  freeway  wasn't  pretty. 

Three  things  have  changed  this  economic 
cycle.  First  is  the  success  of  Oracle,  Informix 
and  Sybase  in  selling  so-called  relational  data- 
bases. These  are  the  ones  that  relate  one  set  of 
records  (like  those  of  salesmen's  orders)  to 
another  (like  those  for  products  ready  to 
ship).  Ultimate  goal:  to  capture  every  transac- 
tion in  a  company's  pipeline  of  business. 

These  databases  have  been  getting  built  for 
years,  but  mainly  to  ease  the  paper  crunch  in 
the  back  office.  The  information  now  has  a 
new  use,  thanks  to  the  second  change:  the 
emergence  of  techniques  to  analyze  trillions  of 
transactions  at  once.  This  is  known  as  data 
mining.  Now  Kmart  can  figure  out  how  well 
lemonade  sells  when  the  temperature  is  above 


90  degrees  in  Galveston,  or  General  Motors 
can  figure  out  which  options  to  drop. 

Besides  Oracle,  four  smallish  firms  are  inno- 
vators in  software  to  get  data  into  or  run  data 
warehouses,  the  huge  libraries  of  transactions 
and  other  corporate  history  that  are  mined  to 
generate  new  sales  strategies:  Red  Brick  Sys- 
tems, Prism  Solutions,  Platinum  Technology 
and  Informatica. 

Once  you  get  your  data  into  a  warehouse, 
you  need  a  good  way  to  get  at  it.  Arbor, 
Cognos  and  Business  Objects  all  sell  software 
tools  for  designing  queries  that  probe  huge 
digital  libraries. 

Some  of  this  software  is  rather  cosdy.  The 
average  sale  for  Red  Brick  is  $200,000.  But 
when  data  mining  pays  off,  it  can  pay  off  big. 
A  store  manager  with  a  browser  can  query  the 
corporate  warehouse  and  determine  how  shelf 
displays,  discounts  and  advertising  affect  store 
sales  so  that  he  can  make  changes  daily  to 
optimize  profits.  Red  Brick  says  that  data 
warehousing  might  be  able  to  add  a  percent- 
age point  to  the  operating  margin  of  one  of  its 
customers.  Longs  Drug  Stores.  In  retailing, 
that's  a  big  number. 

Blue  Cross/Blue  Shield  Association  uses 
the  new  software  to  manage  almost  2  million 
contracts  to  help  control  costs  and  identify 
runaway  expenses.  Nine  West  uses  warehouse 
queries  to  spot  subtle  shifts  in  fashion  trends 
for  its  shoes.  Land  O'  Lakes  uses  Red  Brick's 
products  to  decide  when  to  spend  promotion- 
al dollars  in  supermarkets. 

Third  change:  the  Internet.  Web  browsers 

Now  Kma]*t  can  figure  out  how  well 
lemonade  sells  when  the  temperature 
is  above  90  degrees  in  Galveston. 

ferry  information  into  and  out  of  databases  far 
and  wide  throughout  an  organization,  and 
beyond  it  to  suppliers  and  customers.  A  car 
buyer  can  use  the  Web  to  order  a  car  without 
driving  to  the  dealer — and  without  forcing 
either  the  dealer  or  the  automaker  to  have  the 
car  rusting  in  a  lot  for  two  months.  A  csx 
shipper  can  go  to  a  Java-equipped  Web  site  to 
figure  out  where  his  boxcar  is.  GE  sells  $350 
million  a  year  of  goods  off  its  Web  site. 

Recessions  are  certainly  not  gone  forever, 
but  the  new  database  economy  sure  goes  a 
long  way  in  softening  their  blows.  M 
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Luxury  Doesnt  Have  To  Be  Boring. 


The  Acur,^  3.5RL 


•  3.5-LnLR,  2 10 -HORSEPOWER,  V-b  ENGINE 
♦  DlML  AIR  BAGS  STANDARD 

•  Anti-Lock  Braking  System  (ABSl 

♦  Automatic  Climate  Control  System 

♦  Power  moonroot  with  tilt  feature 

•  Heated  power  front  seats'  with  memory  teature 
'  Priced  from  $41,000^ 


^^•mm.  ARE  THOSE  who  Seem  to  believe  that  one's  desire 
for  exhilaration  must  be  sacrificed  in  order  to  satisfy  their  need 
for  luxury.  We  suggest  they  drive  the  new  Acura  3.5RL. 

This  automobile  is  anything  but  boring.  Its  lightweight, 
3.5-liter,  V-6  engine  churns  out  210  horsepower  and  remarkable 


in  its  class,  the  RL  has  the  ability  to  tame  corners  and  smooth 
the  road.  The  interior  is  surprisingly  spacious,  with  burled  wood* 
and  astonishingly  soft  leather.  It  is  also  exceedingly  quiet,  thanks 
to  honeycomb  floor  panels  and  exceptional  solid-body  rigidity. 
The  result  of  all  these  details  is  an  impressive  new  flagship- 


low-end  torque.  That  means,  unlike  many  luxury  cars,  the  RL 
delivers  its  power  immediately  upon  request. 

All  this  power,  however,  does  not  come  at  the  expense  of 
smoothness  or  comfort.  Thanks  to  a  4-wheel,  double-wishbone, 
geometrically  enhanced  suspension,  and  the  longest  wheelbase 


the  top-of-the-line  Acura.  The  new  Acura  RL  is  one  luxury 
automobile  that  has  absolutely  everything  you  need,  yet 
deprives  you  of  absolutely  nothing  your  soul  requires.  And, 
after  all,  isn't  that  what  true  luxury  is  all  about? 
For  more  information,  call  1-800-TO-ACURA. 
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unprecedented 
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By  Eric  S.*  Hardy 
Illustrations  by  Elizabeth  Lada 


An  this,  our  29th  annual  compilation  of  The 
Forbes  500s,  you  can  trace  the  changing  nature 
of  American  business.  A  decade  back,  22  com- 
puter outfits  made  the  list.  This  year  the  count 
is  59  and  rising,  and  computer- related  business- 
es have  continued  to  rise  on  the  lists.  Ranked  for 
market  value,  Microsoft  climbed  from  373rd 
place  to  4th.  Intel,  498th  in  sales  ten  years  ago, 
has  risen  to  40th. 

•  These  lists  also  reveal  the  merciless  competi- 
tion that  characterizes  the  American  economy, 
computer  sellers  being  no  exception. 


Look  at  these  former  denizens  oi 
the  500s:  Cray  Research  crumbled 
and  merged  with  Silicon  Graphics. 
Wang  Laboratories,  once  para- 
mount in  dedicated  word  proces- 
sors, filed  for  Chapter  11. 
Tandem  Computer,  a  hot  growth 
company  ten  years  ago,  doesn't 
qualify  for  our  list  today.  Apple 
Computer  and  Unysis,  leaders  at 
one  time,  are  gasping  for  breath 
today. 

Semiconductors  may  be 
depositing  most  of  their  wealth  on 
the  balance  sheets  of  companies 
like  Microsoft,  Intel  and  Deli 
Computer,  but  they  are  changing 
the  way  every  one  of  these  785 
big  companies  does  business. 
Many  of  the  climbers  among  the 
Forbes  500s  are  doing  so  largely 
because  they  have  figured  out 
how  to  apply  computer  technolo- 
gy to  their  businesses.  Look  at 
Yellow  Corp.,  the  Overland  Park, 
Kans. -based  truck  line.  Yellow 
moves  less-than-truckload  ship- 
ments, meaning  that  it  has  to  be 
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Which  are  the 
biggest 
of  the  big? 
The  Super  100 
are  companies 
that  score  best 
on  a  composite 
ranking  in  sales, 
profits,  assets 
and  market  valuer 
Time  Warner 
makes  the  100, 
even  though 
it  lost  money 
last  year. 


Rank  Company 
'96  'S5 


— Where  they  rank:  1996 — 
Sales    Net    Assets  Market 
profits  value 


Rank  Company 


— Where  they  rank;  1996 — 


;  1 

3 

Exxon 

3 

1 

27 

3 

i  1 

1 

General  Electric 

5 

2 

4 

1 

!  3 

4 

Ford  Motor 

2 

8 

5 

35 

i  3 

1 

General  Motors 

1 

7 

7 

21 

i  3 

5 

Philip  Morris  Cos 

9 

3 

42 

7 

1  6 

5 

International  Business  Machines 

6 

5 

30 

10 

i  7 

■ 

AT&T 

10 

4 

41 

16 

i  7 

7 

Citicorp 

17 

10 

3 

18 

;  7 

8 

Wal-Mart  Stores 

4 

15 

60 

11 

\  10 

11 

El  du  Pont  de  Nemours 

13 

12 

63 

12 

i  11 

11 

Procter  &  Gamble 

16 

14 

83 

8 

I  12 

14 

Mobil 

7 

16 

51 

19 

1  13 

15 

American  International  Group 

21 

17 

15 

15 

;  14 

24 

Intel 

40 

6 

104 

5 

;  15 

16 

Fannie  Mae 

27 

24 

1 

32 

i  16 

10 

Chase  Manhattan 

23 

29 

2 

31 

\  16 

13 

Hewlett-Packard 

12 

25 

87 

17 

1  18 

22 

Chrysler 

8 

11 

39 

66 

1  19 

16 

BankAmerica 

35 

19 

6 

34 

i  20 

19 

Merck 

45 

9 

100 

6 

!  21 

20 

Johnson  &  Johnson 

36 

18 

123 

9 

i  22 

18 

Coca-Cola 

52 

13 

151 

2 

^  23 

33 

Chevron 

15 

26 

68 

27 

i  24 

24 

Amoco 

18 

22 

72 

30 

:  25 

30 

Merrill  Lynch 

28 

43 

9 

94 

Not  on  500  list  in  1995, 


'96 

'95 

Sales 

Net 

Assets 

Market 

profits 

value 

26 

29 

Travelers  Group 

37 

31 

14 

39 

27 

28 

NationsBank 

57 

30 

12 

41 

28 

23 

GTE 

38 

23 

62 

29 

29 

27 

Allstate 

30 

34 

32 

51 

29 

34 

BellSouth 

48 

20 

71 

28 

31 

42 

Texaco 

11 

35 

88 

56 

32 

60 

Berkshire  Hathaway 

120 

27 

54 

24 

32 

37 

Bristol-Myers  Squibb 

71 

21 

165 

13 

34 

31 

American  Express 

61 

38 

22 

46 

35 

48 

Walt  Disney 

39 

50 

61 

20 

36 

21 

PepsiCo 

19 

72 

99 

22 

37 

38 

JP  Morgan  &  Co 

67 

44 

8 

75 

38 

36 

First  Union 

107 

49 

16 

57 

39 

26 

Motorola 

22 

70 

101 

44 

40 

39 

Sears,  Roebuck 

14 

61 

66 

65  : 

41 

43 

Columbia/HCA  Healthcare 

44 

48 

116 

49 

42 

40 

Ameritech 

72 

32 

105 

38 

43 

35 

Loews 

54 

54 

35 

119  . 

44 

45 

Federal  Home  Loan  Mortgage 

102 

62 

13 

71  i 

45 

52 

Boeing 

34 

76 

86 

37  i 

46 

■ 

Lucent  Technologies 

31 

77 

102 

40  i 

47 

46 

American  Home  Products 

77 

39 

119 

33  : 

48 

67 

Wells  Fargo 

156 

78 

20 

53  : 

49 

47 

Banc  One 

123 

52 

25 

77  : 

49 

32 

Dow  Chemical 

43 

37 

97 

74  ] 
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clever  about  picking  up,  combining 
and  delivering  loads  to  get  the  most 
out  of  its  equipment.  Since  1994  the 
company  has  invested  $70  million  in 
a  computer  and  satelhte  communica- 
tions system  that  determines  even  the 
smallest  of  details,  such  as  the 
sequence  in  which  freight  should  be 
loaded  on  a  particular  truck,  as  well 
as  the  route  that  the  driver  should 
follow.  "I  think  of  Yellow  as  more  of 
an  information  management  business 
than  a  freight  company,"  says  Yellow 
President  William  ZoUars.  With  vary- 
ing degrees  of  accuracy,  you  can  say 
that  about  all  businesses  these  days: 
information  and  the  ability  to  manage 
it  are  their  greatest  assets.  Because 
this  kind  of  asset  is  not  easily  quan- 
tifiable, it  doesn't  show  up  on  balance 
sheets.  This  is  another  reason  book 
value  no  longer  tells  you  much  about 
the  value  of  a  business. 

Computers  have  a  lot  to  do  with 
why  the  stock  market  has  nearly 
tripled  in  the  past  decade.  Computers 
literally  create  wealth — and  not  just 
for  the  companies  and  entrepreneurs 


Rank  Company 
'96  '95 


— Where  they  rank:  1996 — 
Sales    Net   Assets  Market 
profits  value 


51 

63 

Cigna 

49 

80 

26 

124 

52 

51 

First  Chicago  NBO 

125 

51 

24 

81 

52 

43 

SBC  Communications 

80 

33 

106 

43 

54 

72 

Lockheed  Martin 

24 

56 

77 

87 

55 

55 

Minnesota  Mining  &  Manufacturing 

75 

47 

185 

36 

56 

54 

Pfizer 

111 

36 

166 

14 

57 

50 

Atlantic  Richfield 

51 

42 

93 

72 

58 

49 

Eastman  Kodak 

66 

60 

168 

48 

59 

63 

Microsoft 

144 

28 

195 

4 

60 

76 

MCI  Communications 

53 

67 

108 

58 

61 

56 

Abbott  Laboratories 

114 

40 

218 

26 

62 

91 

Compaq  Computer 

55 

58 

227 

69 

62 

77 

Morgan  Stanley  Group 

89 

83 

10 

155 

62 

62 

Norwest 

151 

71 

31 

80 

65 

41 

Bell  Atlantic 

92 

41 

96 

52 

66 

■ 

Kimberly-Clark 

88 

53 

206 

47 

67 

66 

Home  Depot 

46 

91 

249 

54 

68 

88 

Fleet  Financial  Group 

173 

73 

29 

90 

69 

70 

Xerox 

58 

66 

89 

73 

70 

85 

Aetna 

70 

123 

28 

106 

71 

57 

McDonald's 

116 

45 

150 

45 

72 

59 

Nynex 

86 

57 

85 

67 

72 

68 

United  Technologies 

33 

93 

147 

83 

74 

60 

Caterpillar 

62 

55 

134 

93 

75 

58 

Sara  Lee 

47 

87 

188 

79 

Rank 

Company 

— ^Where  they  rank:  1996 — 

'96 

'95 

Sales 

Net 

Assets 

Market 

profits 

value 

76 

75 

Bank  of  New  York 

239 

84 

40 

99 

76 

■ 

PNC  Bank 

215 

86 

33 

104 

78 

83 

Sprint 

78 

68 

142 

82 

79 

53 

International  Paper 

42 

245 

81 

108 

80 

73 

AlliedSignal 

79 

85 

193 

70 

81 

69 

Eli  Lilly 

183 

46 

172 

23 

82 

86 

Viacom 

103 

63 

80 

111 

83 

84 

Anheuser-Busch  Cos 

115 

69 

228 

63 

84 

■ 

Gillette 

137 

89 

229 

25 

84 

65 

Southern  Co 

122 

74 

75 

102 

88 

■ 

AMR 

56 

75 

122 

192 

88 

■ 

Salomon 

150 

92 

11 

256 

88 

■ 

Time  Warner 

128 

■ 

67 

60 

89 

79 

General  Re 

168 

94 

59 

105 

89 

92 

KeyCorp 

226 

101 

36 

121  ; 

91 

94 

Dean  Witter,  Discover 

148 

88 

57 

115  • 

92 

74 

JC  Penney 

32 

144 

112 

118 

93 

80 

RJR  Nabisco  Holdings 

60 

132 

74 

169 

94 

■ 

Phillips  Petroleum 

68 

59 

181 

143  . 

95 

87 

U  S  West  Communications  Group 

127 

64 

144 

85  : 

96 

National  City 

279 

109 

46 

126  i 

97 

Lehman  Brothers  Holdings 

74 

192 

18 

446  i 

98 

McDonnell  Douglas 

81 

99 

209 

107  ! 

99 

Bank  of  Boston 

219 

124 

38 

129  ^ 

99 

Bankers  Trust  New  York 

142 

130 

19 

207  i 

1  Not  on  500  list  in  1995. 
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r     These  companies  are  hot.  The 
;'  '  table  at  left  lists  25  compa- 
nies that  don't  quite  make 
,  this  500s  directory  but  are 
1^.    growing  so  fast  they  seem 
^ '     destined  to  make  it  someday 
soon.  The  table  below  lists 
25  current  directory 
members  with  particularly 
strong  growth  rates. 


directly  involved  with  them.  The  technology  has  infused 
the  entire  economy  with  beneficial  results.  That  investors 
are  willing  to  pay  higher  prices  than  in  the  past  for  a  dollar 
of  earnings  or  cash  flow  has  a  lot  to  do  with  computers 
and  their  productivity  and  their  power  to  help  industry 
even  out  the  ups  and  downs  of  orders. 

You  can  trace  most  of  the  success  of  Wal-Mart  to  its 
computer-sawy  marketing.  Retailers  can  monitor  and 
respond  to  changes  in  the  marketplace  in  days,  instead 
of  weeks  or  months.  Columnist  Andrew  Kessler  talks 
about  this  phenomenon  in  more  detail  on  page  168. 
Wall  Street  may  be  overdoing  its  bullish  assessment  of 
what  all  this  means  to  the  bottom  line,  but  it  is  not 
wrong  to  be  drawing  a  connection  between  technology 
and  productivity.  The  evidence  is  everywhere  in  the 
Forbes  500s  lists. 


Contenders 


Compsny 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Alhnnk  Fin^nri:)! 

niUOiiiX  riiiaiit/iai 

$261 

$26.2 

$3  SQfi 

$447 

Ampriran  Rankprc  In^iimnrp 

1,529 

94.5 

3,469 

1,167 

[  AVX 

1,119 

127.4 

938 

1,969 

!  Bemis 

1,655 

101.1 

1,169 

2,199 

;  Century  Telephone 

750 

129.1 

2,029 

1,886 

Ecolab 

1,490 

113.2 

1,208 

2,471 

First  Michigan  Bank 

307 

42.2 

3,520 

816 

General  Signal 

2,065 

133.4 

1,551 

2,160 

Informix 

939 

97.8 

904 

2,589  ' 

Jacobs  Engineering 

1,799 

40.4 

573 

647 

Mark  IV  Industries 

2,310 

47.3 

2,131 

1,516  ■ 

MEMC  Electronics  Materials 

1.120 

101.6 

1,509 

980  ; 

Nacco  Industries 

2,273 

50.6 

1,708 

432 

Oakwood  Homes 

947 

68.3 

842 

878  : 

Orion  Capital 

1,493 

86.6 

3,464 

879  i 

Pep  Boys 

1,829 

100.8 

1,818 

2,047 

T  Rowe  Price  Associates 

586 

98.5 

479 

2,483 

Raymond  James  Financial 

722 

66.0 

2,566 

742 

Reynolds  &  Reynolds 

1,100 

93.7 

924 

2,295  : 

Rock-Tenn 

876 

51.1 

582 

625  : 

Ruddick 

2,143 

42.8 

802 

778  i 

Snap-On 

1,485 

131.5 

1,521 

2,503  ^ 

Tidewater 

743 

112.6 

1,057 

2,711  : 

Toll  Brothers 

761 

53.7 

838 

661  : 

Valspar 

860 

55.9 

486 

1,305  : 

Source:  Market  Guide  via  OneSource  Information  Services. 


Word  processors,  E-mail,  spreadsheets  and  databases 
have  eliminated  hundreds  of  thousands  of  secretarial, 
clerical  and  middle-management  jobs.  All  this  produced 
endless  wailing  in  the  media  and  caterwauling  from 
politicians.  Downsizing  and  outsourcing  became  dirty 
words  and  there  was  much  demagoguery  about  greedy 
businesses  exporting  jobs.  But  the  benefits  are  now  flow- 
ing. The  resulting  lower  costs  translate  into  growth  and 
prosperity  without  inflation.  Popular  perception  to  the 


Champs 


Company  —Return  on  equity— 


5-year 

latest 

—5-year  growth — 

sales 

EPS 

Altera 

22.0% 

36.4% 

58.2% 

~89l%~ 

Applied  Materials 

23.5 

21.0 

56.6 

75.3 

AutoZone 

24.3 

21.1 

22.6 

23.3 

Capital  One  Financial 

48.1 

23.9 

55.9 

57.3 

Cisco  Systems 

44.3 

42.6 

84.8 

60.2 

Compaq  Computer 

20,3 

24.9 

36.1 

37.4 

Dell  Computer 

21,1 

62.3  • 

38.0 

27.4 

Dollar  General 

21.7 

26.5 

24.2 

32.6 

EMC 

34.4 

29.2 

42.7 

34.3 

Franklin  Resources 

28.0 

25.1 

34.1 

21.3 

Gateway  2000 

50.0 

39.3 

49.2 

28.6 

Green  Tree  Financial 

27.0 

29.4 

42.3 

44.3 

Health  Systems  International 

32.6 

31.5 

21.1 

31.1 

Intel 

27.6 

38.2 

40.5 

48.1 

Kohl's 

21.6 

22.0 

20.6 

31.0 

Linear  Technology 

29.2 

30.2 

35.8 

51.6 

Maxim  Integrated  Products 

29.2 

30.2 

35.8 

51.6 

Microsoft 

34.1 

34.7 

32.2 

29.7 

Oracle 

34.9 

38.9 

41.1 

61.2 

Parametric  Technology 

32.8 

32.3 

49.6 

42.9 

PeopleSoft 

37.9 

20.7 

93.2 

63.8 

Quick  &  Reilly  Group 

20.9 

26.3 

32.8 

33.5 

Charles  Schwab 

33.1 

32.4 

23.7 

27.9 

US  Robotics 

27.0 

31.6 

101.2 

71,7 

Xilinx 

27.0 

28.4 

46.6 

49.6 

itiiiiti^i'illiln'lBHIiiiriiMV iM'li-  II 1-  ■  llftiii-r'ttii-.  I'lHHm  'iilrTiiniii  i'  mil  lirf'ilirtliWiill'iiftH- 


contrary,  big  corporations  have  been  job-creation 
engines  in  the  past  few^  years  (see  p.  220).  Typists  and 
assemblers  have  disappeared,  but  in  their  place  have 
come  nurses,  short-order  cooks,  programmers  and  chip 
designers. 

Of  course  the  politicians  are  now  claiming  credit,  but  it 
properly  belongs  to  the  scientists  and  technicians  who 
created  computer  technology  and  to  the  businesspeople 
who  had  the  imagination  and  the  courage  to  apply  it.  H 
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The  grand  totals 


Making  the  cut 


Category 

1996 

Change 

15-year 

total 

over 

growth 

1995 

rate* 

;  Sales  500 

$4.8  trillion 

8.3% 

4.8% 

i  Profits  500 

325  billion 

14.3 

6.0 

i  Assets  500 

11.5  trillion 

9.0 

7,9 

i  IVIarket  Value  500 

6.2  trillion 

24.3 

12.2 

;  Total  employment 

:  of  785  companies 

20.9  million 

2.1 

-0.5 

Placing  The  Forbes  500s 


:  Sales 
i  1986 
!  1996 

$1,258 
2,394 

Foster  Wheeler 
Medtronic 

;  Profits 
:  1986 
i  1996 

55.9 
133.6 

H&R  Block 

Maxim  Integrated  Prods ; 

i  Assets 
i  1986 
i  1996 

2,489 
3,591 

BanPonce 
Fluor 

:  Market  Value 
i  1986 
;  1996 

888 

2,741 

Millipore 
Sunbeam 

All  figures  are  in  millions  of  dollars. 

You  expect  corpo- 
rate headquarters 
in  California  and 
New  Yori<.  But  the 
heartland  holds 
strong— partly 
despite  the  suc- 
cess of  technolo- 
gy, partly  because 
of  it.  Nowadays  a 
multinational  can 
be  run  as  easily 
from  a  small  town 
as  a  big  one. 


©  Copyiighl  1QQ7  Novell.  )nc.  AJI  tights  tese^ved  No^\  and  A/tonogeWiie  ote  legiileied  trodemorts,  ond  GioupWise,  !n(tone«Wote,  Novell  Direckxy  Se(v>c« 
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The  Net's  just  a  network.  A  big,  juicy  network.  Who  knows  that  better  than  us?  It's  a 
place  to  walk  your  talk.  Do  business.  IntranetWare  transports  you.  Across  any  platfornn, 
information,  or  computer.  But  stop  at  lunch.  Take  an  hour.  Relax.  Return.  Resource 
what  you  like,  the  way  you  like,  with  Novell  Directory  Services.  Buy  a 
cappuccino.  Stir  that  Java"  applet.  Be  platform-independent. 
Schedule  something  on  GroupWise.  Keep  it  together 
on  ManageWise.  Reduce  costs  bigtime. 
Internet,  intranet,  you  call  it.  The  Net's 
^een  rockin'  your  world.  It's  time 
rock  back. 


WWW-NOVELL-COM/RockTheNe 


NortJt,       in  itieUniled  SloteiorxJolhc*  cowirrws  Jctaj  .1  o  hodenvart  d  S(Ji  M(aosysle<TXi.  Inc  ond  roloij  to  Sun'i  Jovo  piogtomming  bngujge 


Sales 


Sometimes 
the  smartest 
thing  for  a 
giant  to  do  is 
to  shrink— by 
selling,  for  ^ 
example, 
a  misfit 
subsidiary. 

By  Ronald  Boone  Jr. 


The  best  and  worst  performers 


Winners 


If  you  bought  computer  memory  last  year,  you 
were  In  luck  because  prices  were  dirt  cheap. 
But  plunging  mempry  prices  cost  Texas  ; 
Instruments  and  Micron  Technology  lots  of 
sales  jiollaFs:  Tlnabiift|iM^M|B^ 


X  he  auto  business  may  not  be  especially  high-tech,  but 
it  still  plays  a  powerful  role  in  our  economy.  General 
Motors  leads  the  Forbes  Sales  500.  Ford  is  in  hot  pur- 
suit— in  good  part  because  gm's  revenues  no  longer 
include  sales  of  its  spunoff  unit,  Electronic  Data  Systems. 

The  Forbes  Sales  500  showed  healthy  revenue  gains  last 
year:  up  8.3%,  to  $4.8  trillion.  It  appears  that  these  giant 
companies  are  outpacing  the  gross  national  product  by  a 
small  margin.  Since  the  end  of  the  last  recession,  in  1991, 
the  inflation-adjusted  composite  revenue  of  the  Profits 
500  is  up  17%,  an  average  compounded  rate  of  better 
than  2  percentage  points,  versus  gnp  growth  of  15%.  In 
part  this  strength  in  the  big- company  sector  may  be  due 
to  powerfijl  growth  in  high-tech  areas. 

Strong  demand  for  computer  networks,  and  its  1996 
acquisitions  of  TGV  Software  and  StrataCom,  helped  Cisco 
Systems,  a  manufacturer  of  network  hubs  anci  routers, 
post  a  90%  gain  in  revenues. 

Other  computer  companies  that  were  big  winners 
included:  Dell  Computer,  Oracle  and  Intel.  Health  care 
companies  were  also  big  gainers,  especially  United 
Healthcare  and  Oxford  Health  Plans.  Minimum  revenue 
for  this  year's  list:  $2.4  billion.  H 
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Rank 

Pninnanu 

OdICd 

/o 

'96 

'95 

($mil) 

rhantrp 

;  1 

1 

General  Motors 

164,069 

2.4 

;  2 

2 

Ford  Motor 

146,991 

7.2 

;  3 

3 

Exxon 

116,728 

8.2 

4 

4 

Wal-Mart  Stores 

104,859 

12,0 

C 

3 

7 

General  Electric 

79,179 

13.1 

b 

b 

IBM 

75,947 

5.6 

i  7 

8 

Mobil 

71,129 

9.8 

i  8 

9 

Chrysler 

61,397 

15.4 

\  9 

10 

Philip  Morris  Cos 

54,553 

2.7 

1  n 

: 

■ 

AT&T 

52,184 

3.0 

1 1 

:  11 

1  0 

IL 

Texaco 

44,561 

25.3 

1 1 

:  ^'^ 

ib 

Hewlett-Packard 

39,427 

17.7 

:  13 

11 

du  Pont  de  Nemours 

38,349 

5.0 

13 

Sears,  Roebuck 

38,236 

9.5 

i  15 

18 

Chevron 

37,580 

20.0  ■ 

1  c 

lb 

1  /I 

14 

Procter  &  Gamble 

35,212 

0.8 

1  / 

1  7 
1/ 

Citicorp 

32,605 

2.9  ; 

1  0 

18 

Amoco 

32,150 

18.8  ! 

19 

19 

PepsiCo 

31,645 

4.0  ' 

20 

15 

Kmart 

31,437 

-9.3 

21 

23 

American  IntI  Group 

28,205 

9.0 

00 

11 

01 

Motorola 

27,973 

3.5 

00 
Li 

Chase  Manhattan 

27,421 

4.0  . 

OjI 

07 

2/ 

Lockheed  Martm 

26,875 

17.6  : 

25 

26 

Dayton  Hudson 

25,371 

7.9  ^ 

26 

25 

Kroger 

25,171 

5.2 

27 

30 

Fannie  Mae 

25,054 

12.6  ■ 

/o 

Merrill  Lynch 

25,011 

16.3 

OQ 

O/I 

^4 

ConAgra 

24,791 

0.6  ; 

Qn 
jU 

OQ 

Allstate 

24,299 

6.6  : 

31 

■ 

Lucent  Technologies 

23,797 

11.1  i 

32 

32 

JC  Penney 

23,619 

10.3  i 

33 

29 

United  Technologies 

23,273 

2.9  ■ 

07 
il 

Boeing 

22,681 

16.2  ■ 

35 

ii 

BankAmerica 

21,924 

7.5  \ 

oc 

A(\ 

Johnson  &  Johnson 

21,620 

14.7  : 

37 

46 

Travelers  Group 

21,345 

28.7  ^ 

38 

35 

GTE 

21,339 

6.9 : 

39 

95 

Walt  Disney 

21,180 

67.5  i 

4U 

5b 

Intel 

20,847 

28.7 : 

41 

00 
00 

Costco  Cos 

20,616 

8.6  : 

4z 

oc 
ob 

International  Paper 

20,143 

1.7  ■ 

43 

34 

Dow  Chemical 

20,053 

-0.7  ■■ 

44 

45 

Columbia/HCA 

19,909 

12.5  : 

45 

50 

Merck 

19,829 

18.9  ■ 

4b 

bU 

Home  Depot 

19,536 

26.3 

4/ 

41 

Sara  Lee 

19,225 

4.9 

48 

44 

BellSouth 

19,040 

6.5 

49 

39 

Cigna 

18,950 

0.0  : 

50 

42 

American  Stores 

18.678 

2.0 

51 

59 

Atlantic  Richfield 

18,592 

17.5 

52 

43 

Coca-Cola 

18,546 

2.9 

53 

61 

MCI  Communication 

18,494 

21.2 

54 

48 

Loews 

18,478 

7.3 

55 

65 

Compaq  Computer 

18,109 

22.7 

;  56 

49 

AMR 

17,753 

5.0 

Forbes  ■  April  21,  1997 


Rank 

Company 

Sales 

/o 

'96 

'95 

57 

55 

NationsBank 

17,509 

7.2 

58 

51 

Xerox 

17,378 

4,6 

59 

54 

Safeway 

17,269 

5,3 

60 

58 

RJR  Nabisco 

17,063 

6,6 

61 

53 

American  Express 

16,773 

2.0 

62 

57 

Caterpillar 

16,522 

2.8 

63 

52 

Supervalu 

16,510 

-0.1 

64 

47 

Fleming  Cos 

16,487 

-5.8 

65 

64 

UAL 

16,362 

9,5 

66 

63 

Eastman  Kodak 

15,968 

6,6 

67 

71 

JP  Morgan  &  Co 

15,866 

14,7 

68 

81 

Phillips  Petroleum 

15,731 

17.7 

69 

62 

Federated  Dept  Strs 

15,229 

1.2 

70 

84 

Aetna 

15,163 

16,8 

71 

73 

Bristol-Myers  Squibb 

15,065 

9.4 

72 

// 

Ameritech 

14,917 

11,1 

73 

■ 

Electronic  Data  Sys 

14,441 

16,3 

74 

70 

Lehman  Bros  Holding 

14,260 

5,8 

75 

75 

Minn  Mining  &  Mfg 

14,236 

5,8 

76 

87 

Sysco 

14,091 

10.8 

77 

80 

American  Home  Prod 

14,088 

5,3 

78 

86 

Sprint 

14,045 

10,0 

79 

67 

AlliedSignal 

13,971 

-2.6 

80 

88 

SBC  Communications 

13,898 

9.7 

81 

68 

McDonnell  Douglas 

13,834 

-3.5 

82 

90 

Albertson's 

13,777 

9,5 

83 

85 

Archer  Daniels 

13,716 

5,7 

84 

66 

Digital  Equipment 

13,610 

-5,7 

85 

101 

USX-Marathon 

13,564 

21,5 

86 

7n 

/9 

Nynex 

13,454 

0,3 

87 

128 

Enron 

13,289 

44.6 

88 

72 

Kimberly-Clark 

13,149 

-4.6 

89 

103 

Morgan  Stanley 

13,144 

21.7 

90 

82 

Goodyear 

13,113 

-0.4 

91 

91 

Winn-Dixie  Stores 

13,091 

4.2 

92 

76 

Bell  Atlantic 

13,081 

-2.6 

93 

92 

Alcoa 

13,061 

4,5 

94 

69 

Georgia-Pacific 

13,024 

-8.9 

95 

93 

Delta  Air  Lines 

12,952 

5.7 

96 

89 

IBP 

12,538 

-1.0 

97 

99 

Ashland 

12,481 

8.6 

98 

94 

ITT  Hartford  Group 

12,473 

2.7 

99 

74 

McKesson 

12,370 

-8.9 

100 

97 

Raytheon 

12,260 

4.7 

101 

104 

Walgreen 

12,140 

13.6 

102 

125 

Federal  Home  Loan 

12,116 

27.3 

103 

98 

Viacom 

12,084 

3.4 

104 

123 

Fluor 

12,047 

24.9 

105 

■ 

Ingram  Micro 

12,023 

39.5 

106 

102 

May  Dept  Stores 

12,000 

9.6 

107 

106 

First  Union 

11,985 

13.2 

108 

109 

Coastal 

11,920 

14.1 

109 

112 

Emerson  Electric 

11,415 

10.9 

110 

107 

Deere  &  Co 

11,308 

7,5 

111 

117 

Pfizer 

11,306 

12.8 

112 

119 

Federal  Express 

11,189 

11.8 

Rank 

nnmnanv 

UUIMfJCIII  J 

Sales 

% 

'96 

'95 

($mil) 

chance 

113 

96 

Weyerhaeuser 

11,114 

-5.7 

114 

118 

Abbott  Laboratories 

11,013 

10.0 

115 

111 

Anheuser-Busch  Cos 

10,884 

5.3 

116 

121 

McDonald's 

10,687 

9.1 

117 

■ 

Rockwell  IntI 

10,596 

9.2 

110 

llo 

IIU 

Occidental  Petroleum 

10,557 

1.3 

119 

108 

CSX 

10,536 

0.3 

120 

277 

Berkshire  Hathaway 

10,500 

134.0 

121 

138 

Bergen  Brunswig 

10,388 

17.5 

122 

129 

Southern  Co 

10,358 

12.8 

123 

133 

Banc  One 

10,272 

14.5 

124 

135 

Marriott  IntI 

10,172 

13.5 

125 

105 

First  Chicago  NBD 

10,117 

-5.3 

126 

116 

Great  A&P  Tea 

10,089 

-0.1 

127 

126 

U  S  West  Commun 

10,079 

6.3 

128 

150 

Time  Warner 

10,064 

24.8 

129 

139 

Johnson  Controls 

9,974 

17.8 

130 

83 

Texas  Instruments 

9,940 

-24.3 

131 

127 

Toys  'R'  Us 

9,932 

5.4 

132 

162 

Tosco 

9,923 

36.2 

133 

221 

United  HealthCare 

9,889 

79.4 

134 

130 

Northwest  Airlines 

9,881 

8.8 

135 

115 

TRW 

9,857 

-3.1 

136 

140 

CPC  International 

9,844 

16.8 

137 

■ 

Gillette 

9,698 

9.8 

138 

149 

Cardinal  Health 

9.694 

15.4 

139 

143 

Sun  Co 

9,621 

14.9 

140 

124 

PG&E 

9,610 

-0.1 

141 

131 

Pacific  Telesis 

9,588 

6.0 

142 

146 

Bankers  Trust  NY 

9,565 

15.1 

143 

132 

HJ  Heinz 

9,447 

5.0 

144 

159 

Microsoft 

9,435 

27.2 

145 

120 

Textron 

9.274 

-7.0 

146 

134 

Monsanto 

9,262 

3.3 

147 

114 

WMX  Technologies 

9,187 

-10.4 

148 

151 

Dean  Witter  Discover 

9,029 

13.8 

149 

148 

Food  Lion 

9,006 

9.7 

150 

136 

Salomon 

9,002 

0.8 

151 

155 

Norwest 

8,883 

17.2 

152 

100 

Apple  Computer 

8,814 

-22.5 

ICO 

Ibj 

1  C  7 
15/ 

Union  Pacific 

8,786 

17.4 

1  tiA 

134 

1  ^  A 
144 

Colgate-Palmolive 

8,749 

4.7 

155 

202 

NIKE 

8,734 

46.5 

156 

237 

Wells  Fargo 

8,723 

66.3 

157 

145 

Whirlpool 

8,696 

4.2 

158 

152 

Limited 

8,645 

9.7 

1  CO 

13S) 

1  CO 

iba 

Lowe's  Cos 

8,600 

21.6 

160 

■ 

Seagate  Technology 

8,569 

1.8 

161 

141 

Edison  International 

8,544 

1.7 

162 

192 

Westinghouse 

8,449 

34.2 

163 

142 

ITT  Industries 

8,366 

-0.2 

164 

249 

Crown  Cork  &  Seal 

8,332 

64.9 

165 

163 

Equitable  Cos 

8,305 

14.2 

166 

161 

Amerada  Hess 

8,272 

13.3 

167 

■ 

Ultramar  Diamond 

8,208 

30.6 

168 

166 

General  Re 

8,192 

13.6 

181 


Rank 

Company 

Sales 

% 

•9B  "95 

($mil) 

change 



169  195 



Burlington  Santa  Fe 

32.4 

170  158 

US  Airways  Group 

8.9 

171  Ml 
Ml  14/ 

U/nnluinrth 

wuoiwuriii 

8,092 

-1  R 

172  176 

Northrop  Grumman 

8.071 

18.4 

173  153 

Fleet  FinI  Group 

8,042 

2.1 

174  184 

Best  Buy 

7,999 

21.4 

175  179 

Coca-Cola  Enterprise 

7  QO 1 

16.9 

176  154 

Dana 

/.oyu 

1  0 

1.3 

11/    1 JD 

7,840 

0.4 

178  189 

Sun  Microsystems 

7^799 

22.1 

179  233 

Dell  Computer 

7,759 

46.5 

180  254 

PanEnergy 

7,537 

51.7 

181  182 

Circuit  City  Stores 

/,4yy 

111 

127 

182  217 

Halliburton 

7  OQC 

31.0 

lOJ  lOu 

Fli  1  illu 
Cll  Lilly 

7,347 

8.6 

184  181 

Honeywell 

7,312 

8.6 

185  168 

Pharmacia  &  Upjohn 

7,286 

2.7 

186  323 

NGC 

7,260 

98.0 

187  171 

Warner-Lambert 

7  001 

2.7 

188  170 

PPG  Industries 

7  0  1  O 

2.3 

7,164 

U  2 

190  167 

Aflac 

7,100 

-1.3 

191  ■ 

Unisource  Worldwide 

7,035 

-1.7 

192  269 

Tenet  Healthcare 

7,009 

50.0 

193  165 

Reynolds  Metals 

C  070 

b,9/2 

-3.3 

194  ■ 

NCR 

b,yb3 

-14.7 

199  1 / J 

Eaton 

6,961 

196  185 

Consolidated  Edison 

6,960 

6.5 

197  174 

Unicom 

6,937 

0.4 

198  187 

American  General 

6,887 

6.0 

199  214 

Dresser  Industries 

C  77C 

6,//5 

17.3 

200  183 

Lincoln  National 

C  70  1 

5,/21 

1.3 

201  216 

Inffpr^nll-Rjtnri 

iiigci  ouii  naiiu 

6,703 

17.0 

202  278 

Tlx  Cos 

6,689 

50.4 

203  273 

Humana 

6,677 

45.0 

204  172 

Kellogg 

6,677 

-4.7 

205  186 

RR  Donnelley  &  Sons 

6,599 

1.3 

206  191 

ITT 

6,597 

4.0 

OKI 

Tplp-rnm-TPI 

ICIC  UUIII   1  Ul 

6,593 

208  ■ 

Tenneco 

6,572 

25.9 

209  219 

Texas  Utilities 

6,551 

16.2 

210  188 

USX-US  Steel 

6,547 

1.4 

211  204 

Arrow  Electronics 

6,535 

10.4 

212  215 

Tyson  Foods 

6,435 

12.3 

213  194 

llni^v^ 

UlllOjd 

6,371 

9  7 

214  211 

Continental  Airlines 

6,360 

9.2 

215  198 

PNC  Bank 

6,334 

3.7 

216  209 

Tandy 

6,285 

7.6 

217  205 

Dillard  Dept  Stores 

6,278 

6.1 

218  267 

Lear 

6,249 

32.6 

219  225 

Bank  of  Boston 

6,237 

15.3 

220  199 

Transamerica 

C  000 

2.1 

ll\  lid 

Ralston  Purina 

7.2 

222  208 

Union  Carbide 

6,106 

3.7 

223  223 

Manpower 

6,080 

10.9 

224  231 

Office  Depot 

6,069 

14.2 

■  Not  ranked  in  1995. 


Rank 

Company 

Sales 

% 

'96  '95 

($mil) 

change 

:  225  19/ 



Pub  Svc  Enterprise 

u,U4 1 

-IV  : 

\  226  201 

KeyCorp 

c  mo 
b.Uoo 

-0.3  : 

i  227  220 

FPL  Group 

b,Uj/ 

7.9  : 

:  99B  9f;9 

6,016 

\  229  210 

Southland 

5,993 

2.9  I 

\  230  173 

Champion  IntI 

5,880 

-15.7  ; 

\  231  218 

American  Electric 

C  0>10 

3,o4y 

3.2  : 

;  232  206 

Browning-Ferris  Inds 

-1.2  : 

:  233  240 

American  Standard 

3,01)3 

11.2  : 

:  Jti  9(17 

Anriprirsin  Rrsinric 
nlllCI  lUall  Dl  dllUo 

5,776 

-9  9  : 

\  235  228 

Rite  Aid 

5,744 

7.0  i 

\  236  226 

St  Paul  Cos 

5,734 

6.0  ; 

;  237  260 

Tyco  International 

C  700 

18.1  : 

:  238  236 

Genuine  Parts 

^  70f\ 

8.7  : 

:  239  229 

Bank  of  New  York 

t  7  1  Q 

7.2  : 

P^inpWphhpr  Rrniin 

rdDICIICUUCI  Ul  UU|J 

5,706 

7.3  ; 

i241  177 

James  River  Corp  Va 

5,690 

-16.3  i 

; 242  200 

Chubb 

5,681 

-6.7  ; 

;  243  245 

Schering-Plough 

c  etc 

10.8  ; 

:  244  190 

Navistar  IntI 

3. bio 

-11.6  : 

\  245  252 

Revco  DS 

C  7  C 

3,3/3 

10.7  ; 

:  246  235 

UCIICI  al  lillllo 

5,547 

5.4 

:  247  122 

CVS 

5,528 

-42.9 

; 248  213 

Merisel 

5,523 

-7.3  i 

:  249  242 

Ryder  System 

3,3iy 

6.8 

:  250  281 

Bear  Stearns  Cos 

t  ^00 
3,4y^ 

25.3 

:  251  239 

AMP 

C  /ICO 

3,4bo 

4.6 

Rsvtpr  Intprnntinnal 

DdAlCI   IIIICI  llallUlldl 

5,438 

7  7 

\  253  244 

Rhone-Poulenc  Rorer 

5,421 

5.4 

; 254  247 

Vons  Cos 

5,407 

6.6 

:  255  442 

Cisco  Systems 

3,4Ub 

89.8 

:  256  338 

SCI  Systems 

c  occ 
3,obb 

52.7 

:  257  263 

Avnet 

C  00  1 
3,00l 

11.1 

:  258  164 

llnnrsl 

UllUOal 

5,328 

-26.4 

;  259  270 

Bindley  Western  Inds 

5,318 

13.9 

\  260  280 

Gap 

5,284 

20.2 

:  261  257 

Cooper  Industries 

t  OQ/l 
3,£04 

O  1 

8.1 

:  262  238 

Cummins  Engine 

t  0t7 

3,23/ 

0.2 

: 263  291 

Computer  Sciences 

C  0/1  1 

3,241 

27.8 

: 264  310 

Ul  OUIC 

5,200 

37.7 

i  265  203 

Quaker  Oats 

5,199 

-12.7 

i  266  255 

Case 

5,176 

4.8 

; 267  316 

Central  &  So  West 

H  ICC 

3,l33 

38.0 

:  268  160 

Stone  Container 

C  1  /I  0 

-30.1 

:  269  248 

VF 

C  1  07 

1.5 

:  97n  9ifi 

.  CIV  CHO 

5,108 

n  7 

u.  / 

\  271  243 

Household  IntI 

5,059 

-1.7 

i  272  256 

Lyondell  Petrochem 

5,052 

2.4 

:  273  322 

Gateway  2000 

C  HOC 

37.0 

:  274  287 

III:  •     T  ■  •■■  ■  

lllmois  Tool  Works 

/t  QQ7 

4,yy/ 

20.3 

: 275  398 

Valero  Energy 

4,yyi 

65.3 

: 276  286 

Quantum 

4,yoo 

19.5 

:  277  275 

FMC 

>1  QCQ 

4,yby 

10.2 

i  278  293 

First  Data 

4,934 

20.9 

1279  ■ 

National  City 

4,928 

5.5 

280  266 

Black  &  Decker 

4,914 

3.1 

Rank 

Company 

Sales 

% 

■SB  '95 

($mil) 

change 

001  070 
ZOl  ill 

— ~ — ;;;  

Dominion  Resources 

y1  1 

4.1  : 

000  07C 

loi  lib 

Avon  Products 

7  0 

283  ■ 

MedPartners 

4,813 

32.3  i 

284  298 

PacifiCare  Health 

4.808 

21.0  i 

285  404 

NorAm  Energy 

4,788 

61.5  i 

286  251 

Eastman  Chemical 

4,782 

-5.1  i 

007  071 
lol  Z/1 

NorroiK  ooumern 

A  770 

0  0  • 

l.l  1 

000  OCQ 
^00  ^00 

Duke  Power 

JO 

1  7  ' 
1./  : 

289  241 

Mead 

4,707 

-9.1  i 

290  274 

Mellon  Bank 

4,705 

4.2  i 

291  258 

Bethlehem  Steel 

4,679 

-3.9  i 

292  384 

Tech  Data 

4,599 

49.0  : 

000  OCQ 

Zaj  /:3y 

Paccar 

4,3oj 

C  1 
-0.1  : 

OQ/I  Od 

Iw 

Inland  Steel  Inds 

4,304 

A  1 
-4.1  : 

295  325 

WorldCom 

4,485 

23.2  i 

296  290 

Nordstrom 

4,453 

8.3  i 

297  377 

Praxair 

4,449 

41.4  : 

298  296 

Gannett 

4,421 

10.3  i 

Allegiance 

a  187 

4, JO/ 

>i  n  ' 
-4.U  : 

onn  0Q7 
.5UU  zy/ 

Waban 

4,0/0 

inn  ' 

lU.U  : 

301  378 

ComoUSA 

4,349 

38.7  i 

302  ■ 

IKON  Office  Solutions 

4,340 

31.0  1 

303  303 

CMS  Energy 

4,333 

11.4  i 

; 304  428 

UtiliCorp  United 

4,332 

54.8  i 

one  oc^ 
JU3  j34 

PacifiCorp 

i  9Q4 
4,£  j4 

one  OQ^ 
jUb  Iw 

rtbu  energy 

d  9R4 
4,i04 

0  0  ■ 
l.S  : 

307  ■ 

CoreStates  Financial 

4,197 

-3.7  i 

308  302 

Air  Prods  &  Chems 

4,182 

7.5  1 

! 309  382 

WellPoint  Health 

4,170 

34.2  ; 

:310  311 

Marsh  &  McLennan 

4,149 

10.0  i 

■  01 1  9Q0 
:  J  1  1  lol 

ITU 
LIV 

4,100 

Q  i;  I 

—0.3  I 

■010  OCO 

Sherwin-Williams 

4,100 

9C  9  ■ 
at.L  : 

\  313  ■ 

ProSource 

4,125 

19.2  i 

:  314  328 

American  FinI  Group 

4,114 

13.3 : 

;  315  320 

Houston  Industries 

4,095 

9.8  '■■ 

:  316  330 

Fina 

4,081 

13.2  . 

■017  01/1 
:  ol /  ol4 

Dover 

4  n7fi 

4,U/U 

0.6  : 

■010  01 c 

SunTrust  Banks 

4  flfi4 

fi  7 

0./ 

''■  319  353 

Litton  Industries 

4,045 

18.6 

\  320  288 

UNUM 

4,043 

-1.9  ; 

;  321  356 

Comcast 

4,038 

20.1  = 

;  322  312 

Wachovia 

4,015 

6.9  : 

■  Q91  OfiO 
:  Hi  loi 

union  uamp 

4  on 

_4  7  . 
—4./ 

■  OOjI  OQO 

:  ill*  oyj 

Foster  Wheeler 

4  nfifi 

4,UUu 

11  7  : 
01./  : 

;  325  300 

Niagara  Mohawk  Pwr 

3,991 

1.9 

'\  326  318 

Hershey  Foods 

3,989 

8.1 

;  327  304 

Rohm  and  Haas 

3,982 

2.5  . 

:  328  388 

Staples 

3,968 

29.3  i 

■  000  01 7 

:  id  ill- 

oaieco 

J,  JU  J 

D.J  : 

■  oon  OQc 

:  Si\i  Ci^ 

Service  Merchandise 

0,  j33 

— l.D 

001  OCQ 

;  ii\  oby 

Computer  Associates 

0,  J4D 

91  /I  • 
HA  . 

■  000  001 
:  Sil  Hi 

Applied  Materials 

1  Q4n 

0,  J4U 

Q  A  : 
3.0  : 

\  333  306 

Giant  Food 

3,931 

3.4  i 

:  334  307 

GPU 

3,918 

3.0  i 

\  335  371 

Automatic  Data 

3,906 

23.4  ! 

:  336  343 

Aon 

3,888 

12.2  : 
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In  every  era,  the  few  who  make  a  difference  are 
those  who  dare  to  imagine  a  world  beyond  the  horizon. 
A  world  in  which  old  truths  are  enriched  with  new  ones. 
The  greater  the  resources,  the  greater  the  possibilities. 


imitations 


CREDIT 
SUISSE 


FIRST 
BOSTON 


www.credil-suisse.com/fb 


Rank 

Company 

Sales 

% 

'96  '95 

($mil) 

change 

iii  ouy 

J,OU  J 

9  1 

JJO  OO'l 

riiney  tJuwcs 

0,0  J  J 

R  R 

O.J 

339  336 

Universal 

3,853 

9.3 

340  352 

Parker  Hannifin 

3,852 

12.4 

341  308 

Dole  Food 

3,840 

1.0 

342  329 

Owens  Corning 

3,832 

6.1 

Qmithfialri  PnnHc 
ollllUIIICIU  ruuuo 

j,o  1  / 

ini  R 

UA  '591 

Dornotf  Ronlrc 
DdrilcU  DdlllVd 

^  SIR 

J, 010 

^  7 

345  ■ 

Allegheny  Teledyne 

3,816 

-2.8 

346  358 

Consol  Natural  Gas 

3,794 

14.7 

347  313 

Northeast  Utilities 

3,792 

1.2 

348  285 

Phelps  Dodge 

3,787 

-9.5 

Mattel 
iVIdllcl 

J,  /  ou 

ocn  97Q 

nr  HlUlldlloUll 

?  7fin 

0 ,  /  ou 

?  2 

O.t 

351  351 

Fred  Meyer 

3,725 

8.6 

352  339 

Harris 

3,717 

6.0 

353  319 

Conrail 

3,714 

0.8 

354  341 

Morton  International 

3,706 

6.6 

^RR  ■ 
Ouu  ■ 

Pnn  PrDifrhtufauc  Inp 

uUii  ricigiiiwdyd  iiiL 

3  fifi? 

0,0U£ 

11  3 

oau  00/ 

Centex 

3  fi58 

J,U  JO 

19  n 

357  ■ 

Corning 

3,652 

12.1 

358  344 

Nucor 

3,647 

5.3 

359  327 

DTE  Energy 

3,646 

0.3 

360  439 

Foundation  Health 

3,643 

44.8 

001  OJJ 

Prnuiriian 
r  1  uviuidif 

3  62? 

O.J 

MirrnAoro 
lilILl  UHgC 

3  SQfi 

1R  n 

10. u 

363  301 

Sallie  Mae 

3,590 

-8.3 

364  ■ 

LG&E  Energy 

3,589 

161.1 

365  389 

General  Dynamics 

3,581 

16.8 

366  333 

Great  Western  Pint 

3,566 

0.0 

ODI  OJ/ 

Tranc  Wnriri  Airlinoc 
iidiio  iTUi  lu  nil 

3 

J,  J  j*+ 

7  2 

JuO  4/U 

U/octorn  nirritol 
iVcdlClll  UIglldl 

0,JJ1 

Ad  1 

40.1 

369  342 

Intelligent  Electron 

3,548 

2.1 

370  362 

WW  Grainger 

3,537 

7.9 

371  424 

Williams  Cos 

3,531 

23.7 

372  359 

First  Bank  System 

3,524 

6.9 

Of J  JhO 

Udroiu 

0,*+30 

1  1 
i.i 

o#*f  oHU 

PoohnL  Intornatinnal 
nCCUUK  illlCllldllUtldl 

^  47Q 
0,*+/  J 

n  1 

— U.i 

375  400 

Progressive 

3,478 

15.5 

376  345 

Temple-Inland 

3,460 

0.0 

377  ■ 

WR  Grace 

3,454 

-5.8 

378  305 

Willamette  Inds 

3,425 

-11.6 

17Q  9Q9 
Ofa 

lofforcAn  Cmiirfif 

jciicidUii  oinunii 

^  /iin 

0,4iU 

IC  7 
—10./ 

OOu  ■ 

U/ochinnrtnn  Mutual 

Vrddiiinglun  iviuiUdi 

^  /IflQ 
0,4Uj 

Q  7 

381  419 

Southwest  Airlines 

3,406 

18.6 

382  349 

Times  Mirror 

3,401 

-1.4 

383  ■ 

Sonat 

3,395 

70.6 

384  415 

Echlin 

3,380 

16.1 

OOU  4J0 

nictpn 

UIMCII 

0,0/0 

1 

04.1 

?RR  /II!! 

000  410 

M^ch  Pinrh 
naoii  riiioi) 

0,0  /  J 

IK  fl 
10. o 

»R7  IQQ 

00/  JJJ 

ndlOUUIl  Ucllcrdl 

j,juU 

1 1  i; 

11.3 

000  44D 

buiuiiiuid  ud^  oysiem 

o,o3't 

07  t 
LI  .i 

389  373 

Mapco 

3,353 

6.4 

390  360 

Turner 

3,318 

1.1 

391  383 

Estee  Lauder  Cos 

3.315 

7.1 

■  Not  ranked  in  1995.  NA:  Not  available. 


Rank 

Company 

Sales 

% 

'96  '95 

($mil) 

change 

3,302 

22.8 

"in  ^79 

OuO  Jl L 

Rirhfnnri  Mnlriinorc 
niuiiiuuu  nuiuiiigo 

3,300 

4.6 

394  348 

Penn  Traffic 

3,296 

-6.8 

395  422 

Republic  New  York 

3,279 

14.7 

398  454 

MBNA 

3,279 

27.8 

397  364 

Allmerica  Financial 

3,275 

1.1 

OoO  JOJ 

DCVCI  ly  LIIICI  pi  IdCd 

3,267 

1.2 

3<)<)  461 

^ilirnn  Rr/inhir^ 

OlllUUll  ul  apiliuo 

3,245 

30.0 

400  397 

Cinergy 

3,243 

7.0 

401  412 

Masco 

3,237 

10.6 

402  379 

Avery  Dennison 

3.223 

3.5 

403  411 

York  International 

3,219 

9.8 

404  420 

^h^w  Inriii^trip^ 

3,201 

11.5 

405  381 

Alltel 

3,192 

2.7 

406  367 

Darden  Restaurants 

3,185 

-0.5 

407  395 

Hormel  Foods 

3,185 

4.8 

408  427 

Engelhard 

3,184 

12.1 

409  ■ 

Interstate  Bakeries 

3,184 

69.9 

410  457 

OfficeMax 

3,179 

25.0 

411  394 

Rriincufirfc 

3.160 

3.9 

412  413 

Alumax 

3,159 

8.0 

413  391 

Florida  Progress 

3,158 

3.3 

414  410 

Baltimore  G&E 

3,153 

7.4 

415  386 

Long  Island  Lighting 

3,151 

2.5 

416  435 

Hp^lth  ^v^tpm^  IntI 

3,143 

21.8 

417  436 

Rylkpr  Hiiorhp^ 

uanci  nugiico 

3,142 

15.3 

418  468 

Solectron 

3,136 

28.8 

419  406 

Whitman 

3,111 

5.6 

420  ■ 

Inacom 

3,102 

'41.0 

421  416 

Reliance  Group 

3,091 

6.4 

422  299 

Mirrnn  Tprhnnlnov 

ITIIUI  Ull  ICUIIHUIUgJ 

3,076 

-22.6 

423  ■ 

Dyfnrri  Hp;)lth  Pl;in^ 

3,075 

74.2 

424  409 

McGraw-Hill  Cos 

3,075 

4.7 

425  390 

Yellow 

3,073 

0.5 

426  380 

Comerica 

3,070 

-1.4 

427  425 

Conseco 

3,035 

6.9 

428  361 

3,033 

-7.5 

429  407 

Mprp/intilp  ^tnrp<i 

3.031 

2.9 

430  403 

Owens  &  Minor 

3,019 

1.4 

431  370 

Spiegel 

3,015 

-5.3 

432  ■ 

El  Paso  Energy 

3,010 

190.0 

433  414 

US  Bancorp 

3,005 

3.0 

434  423 

U^kchrn 

lldoUl  U 

3,002 

5.0 

435  396 

ITIdJldg 

3,002 

-1.2 

436  401 

Carolina  Power  &  Lt 

2,996 

-0.4 

437  ■ 

3Com 

2,977 

45.1 

438  430 

Dean  Foods 

2,970 

7.4 

JOO  Q7C 
403  0/3 

Reader's  Digest  Assn 

-3.0 

440  451 

Hannaford  Bros 

2,958 

15.2 

441  481 

U  S  West  Media 

2,955 

24.5 

442  405 

National  Steel 

2,954 

0.0 

443  483 

IMC  Global 

2,941 

24.6 

444  ■ 

Thermo  Electron 

2,933 

32.9 

445  487 

Harnischfeger  inds 

2,931 

25.5 

Rank 

Company 

Sales 

% 

'96  '95 

($mil) 

change 

446  434 

PPiA  Rp^niirrp^ 

2,910 

5  R  : 

J.O 

447  429 

Flpptwnnri  Fntprnri^p 

2,900 

52  : 

448  385 

Smith's  Food  &  Drug 

2,890 

-6.3  i 

449  460 

Newell  Co 

2,873 

15.0  i 

450  366 

Cyprus  Amax  Mineral 

2,843 

-11.4  i 

451  445 

Longs  Drug  Stores 

2,828 

7.0  : 

452  438 

'\nnnrn  Prnriiirt^t 

2,788 

3.0  '■■ 

453  432 

Rprtnn  Hirkin^inn 

2,786 

1  0  '■ 

454  433 

Knight-Ridder 

2,775 

0.8  \ 

455  477 

Beneficial 

2,772 

15.6  j 

456  466 

State  Street  Boston 

2,745 

11.8  j 

457  417 

APL  Limited 

2,739 

-5.4  i 

458  465 

Halibpr  ^v^tpm 

2,718 

11.0 

459  431 

Caldor 

2,698 

-2.4 

460  368 

Asarco 

2,697 

-15.7  : 

461  469 

General  Instrument 

2,690 

10.6  I 

462  ■ 

Rykoff-Sexton 

2,684 

58.8  i 

463  447 

Stanley  Works 

2,671 

1.8  j 

464  462 

Trinitv  InriiKtrip^ 

11  lllllj  iilUUdlllCa 

2,659 

7.5  i 

465  463 

Golden  West  FinI 

2,656 

7.5  i 

466  449 

No  States  Power 

2,654 

2.6  i 

467  ■ 

Consolidated  Stores 

2,648 

75.1  i 

468  497 

Omnicom  Group 

2,642 

17.0  j 

469  ■ 

Olin 

2,638 

-1.0  \ 

470  474 

Npw  Ynrk  Timp^ 

2,615 

8.5  '■ 

471  443 

Pavlp^^  C;i^hwav^ 

2,604 

-1.8  j 

472  473 

IntI  Multifoods 

2,593 

7.5  1 

473  467 

USG 

2,590 

6.0  j 

474  ■ 

Western  Atlas 

2,583 

16.0  i 

475  488 

Vencor 

2,578 

10.9  i 

476  ■ 

Frontier 

2,576 

20.1  1 

477  ■ 

Hnrnnnitp  Fxnrp^^ 

UUI  |JUI  alC  UA|JI  CdO 

2,575 

98.6  1 

478  486 

Pacific  Enterprises 

2,563 

9.4  ' 

479  459 

Centerior  Energy 

2,553 

1.5 

480  455 

Maxxam 

2,543 

-0.9 

481  450 

Flagstar  Cos 

2,542 

-1.1 

482  500 

*TO£  <J\J\J 

UUIIIUIdUU 

2,534 

12.8 

483  ■ 

Dominick's  Supermkts 

2,531 

NA  '■ 

484  441 

Natl  Semiconductor 

2,521 

-6.0  ■ 

485  426 

Louisiana-Pacific 

2,486 

-12.6 

486  ■ 

Airborne  Freight 

2,484 

10.9  : 

487  492 

Dow  Jones 

2,482 

8.7  i 

488  ■ 

Anixter  IntI 

2,475 

12.8  j 

489  490 

PHH 

2,472 

7.3  '■ 

490  464 

Ohio  Edison 

2,470 

0.2 

491  ■ 

Leggett  &  Piatt 

2,466 

19.8  ; 

492  ■ 

AutoZone 

2,461 

26.6  i 

493  ■ 

Barnes  &  Noble 

2,448 

23.8  i 

494  476 

Fruit  of  the  Loom 

2,447 

1.8  : 

495  ■ 

HealthSouth 

2,437 

56.5  : 

416  453 

nhifiiiit/i  Rr/inrl^  IntI 

2,435 

-5.1  i 

497  ■ 

Interpublic  Group 

2,431 

16.1  i 

498  ■ 

Tribune 

2,406 

7.2  : 

499  ■ 

Timken 

2,395 

7.4  1 

500  ■ 

Medtronic 

2,394 

14.6  1 
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III,   ^  ^ 

It  [MfepViwril 

Jill  if 


ItjJtr,  I  l,,u 
Mji.iIj,  I'hilippiriL- 


Surabaya,  Indonesia 


Sintjapurc 


Shangn  La's  Rasa  Sci 
Rewit,  Singapore 


shjni^ii  l  .1  [  iuu  i 
kuala  Lumpur,  Malaysia 

Ball  Dynasty  Resort. 
Ball,  Indonesia 


Shani;ri-La  Hold, 
I'cfiang,  Malaysia 


Shanj^n-lj  Hiiii.1 
Bangkok,  Thailand 


SHANCRI-LA 


<  ipcniriK  Mid  1997 


For  reservations,  call  your  travel  consultant  or  USA,  Canada    Mexico  toll-free  1  800  942  5050  Internet  http  /ZwwwShangri-La  com 


HOTKLS  jnrf  RKSORTS 


tiiiiiiiiiii  • 


Even  in  the  land  of  miracles,  nobo 


The  deserts  of  the  Sinai  have  been  wasteland  for 
five  thousand  years.  And  farmland  in  Egypt,  then  as 
now,  is  scarce.  Which  is  why,  when  the  government 
announced  a  plan  to  channel  water  from  the  Nile  to 
farm  the  Sinai— it  seemed  almost  miraculous. 

The  obstacles  were  daunting:  Daytime  temperatures 


of  120°  F  (49°  C).  Fierce  storms.  Sand  that's  so  corrosi' 
it  eats  tools  away.  A  waterway  that  has  to  cross  a  barrer 
waste  —and  then  cross  the  Suez  Canal. 

As  is  often  the  case  on  the  toughest  jobs,  Caterpill 
played  a  major  part.  Our  machines  are  built  for  puni; 
ing  conditions.  And  our  dealers  around  the  world- 


al,  independent  companies— know  the  territory, 
far  we've  moved  30  million  tons  of  sand  and  helped 
istruct  the  massive  siphons  that  will  draw  Nile  water 
ler  the  Suez  Canal. 

But  proud  as  we  are  of  our  biggest  projects,  we  also 
lember  the  everyday  things  we  help  to  accomplish. 


And  making  crops  grow  where  they  never  grew  before 
or  simply  bringing  drinking  water  to  a  desert  village - 
seem  miracles  enough  for  us  at  Cat. 


CATERPILLAR 


Winners 


Kimberly-Clark  ; 
Boston  Scientific  '" 
Foundation  Health 
Consol  Natural  Gas' 
TJX  Cos 

Losers 


^^•^A'^WWPH  Georgia-Pacific 

Champion  International 
^I'^^f^'If^^ltKtttflk  Micron  Technology 
''tf'i^^lfSMlMlflll^  International  Paper 
IRJSl^Wttlii  Williams  Cos 


One  of  last  year's  winners,  Champion  international,  - 
was  hurt  by  weak  paper  prices.  It  was  a  different 
story  for  another  forest  products  company,  Kimberly- 
Clark,  which  dumped:  ^j^gtnills,  focused  on  con- 
sumer jiroducts  and'Mn^lpPMIIlli  Scott  Paper. 


Aggregate  net  income  of  The  Forbes  Profits  500  reached 
$325  billion,  a  14%  increase  over  last  year,  matching  the 
performance  of  the  S&P  500.  For  1997  analysts  are  expect- 
ing a  15%  gain.  Those  kinds  of  earnings  gains  have  been 
driving  the  greatest  stock  market  boom  in  history. 

The  most  profitable  firm  during  1995,  General  Motors, 
fell  to  seventh  place,  as  earnings  slipped  $2  billion,  to  $4.9 
billion.  But  another  old-timer  among  the  blue  chips,  Exxon 
Corp.  replaced  it  as  the  most  profitable  U.S.  corporation, 
with  net  income  of  $7.5  billion.  Last  year's  rise  in  oil  and 
gas  prices  also  pumped  up  earnings  at  Mobil,  Amoco  and 
Chevron.  Another  big  gainer  was  old-line  blue  chip  IBM. 
Just  a  few  years  ago  its  core  mainfi-ame  business  was  given 
up  for  dead  on  Wall  Street.  Today  its  profits  are  up  30%. 

The  painfiil  corporate  restructurings  of  the  1980s  and 
early  1990s  have  been  paying  off  With  business  solid  (but 
not  exuberant),  these  slimmed-down  giants  are  making 
real— not  inflationary — profits. 

But  even  a  powerful  tide  like  this  one  doesn't  raise  all 
ships.  The  year  1996  was  unkind  to  paper  companies  such 
as  Georgia-Pacific  and  Champion  International.  A  sharp 
decline  in  pulp  prices  caused  profits  to  drop  more  than 
80%,  while  Jefferson  Smurfit  fell  right  off  the  list.  H 
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Rank 

Company 

Net 

% 

Cash 

Cash 

9b 

'AC 

profits 

change 

flow 

flow 

($mil) 

($mil) 

rank 

'96 

1 
1 

J 

Exxon 

7,510.0 

16.1 

12,839 

2  ; 

2 

2 

General  Electric 

7,280,0 

10.8 

8,915 

5  1 

3 

4 

Philip  Morris  Cos 

6,303.0 

15.1 

7,994 

7  i 

\  4 

■ 

AT&T 

5,770,0 

10.1 

8,510 

6  \ 

;  5 

5 

IDU 

IBM 

29.9 

10,441 

3 

R 

7 
/ 

Intel 

5,156.5 

44,6 

7,028 

8  i 

i  7 

1 

General  Motors 

4,963,0 

-19,1 

16,803 

1  i 

6 

Ford  Motor 

4,446,0 

7,4 

10,362 

4  \ 

\  9 

9 

Merck 

3,881,3 

16.4 

4,612 

17 

i  10 

8 

Citicorp 

1  79!!  n 
0,/OO,U 

9.4 

4,540 

19 

:  11 
1  1 

Chrysler 

3,720,0 

75.4 

6,032 

13  ; 

\  12 

10 

du  Pont  de  Nemours 

3,636,0 

10.4 

6,394 

i  13 

11 

Coca-Cola 

3,492,0 

16.9 

3,971 

25  i 

i  14 

13 

Procter  &  Gamble 

3,237.0 

14.2 

4,611 

18 

;  15 

14 

Wal-Mart  Mores 

J.UOD.U 

lie 

11.5 

4,516 

20 

'  1R 

Mobil 

2,964.0 

24.7 

5,689 

14 

;  17 

18 

American  IntI  Group 

2,897,3 

15.4 

3,703 

29  i 

18 

19 

Johnson  &  Johnson 

2,887.0 

20.1 

3,885 

26 

19 

15 

BankAmerica 

2,873,0 

7.8 

3,839 

28 

20 

40 

Deuooum 

9  SKI  fl 

QQ  1 
00.1 

c  coo 

91 

00 

Bristol-Myers  Squibb 

2,850,0 

57.3 

3,369 

33  i 

22 

29 

Amoco 

2,834,0 

52.2 

5,128 

15  i 

23 

17 

GTE 

2,798,3 

10.3 

6,568 

10  i 

24 

22 

Fannie  Mae 

2,753,6 

27.7 

2,754 

43  j 

25 

16 

Hewlett-Packard 

0  0 
0.0 

A  nc  1 

4,051 

0  A 

24 

71 

/  0 

Chevron 

2,607,0 

180.3 

4,878 

16  i 

27 

106 

Berkshire  Hathaway 

2,488,6 

243.2 

2,640 

46  1 

28 

31 

Microsoft 

2,476,0 

34.7 

3,115 

37  i 

29 

12 

Chase  Manhattan 

2,461,0 

-17.1 

3,330 

35  i 

30 

26 

NationsBank 

0  ooyi 

2,894 

41) 

11 

Travelers  Group 

2,331.0 

27.1 

2,673 

44  i 

32 

25 

Ameritech 

2,134,0 

6.3 

4,499 

21 

33 

28 

SBC  Communications 

2,101.2 

11.2 

4,341 

22 

34 

27 

Allstate 

2,075.0 

9.0 

2,075 

61  i 

35 

105 

Texaco 

177  0 

0,4/0 

0  1 

oi 

"id 
ou 

03 

Pfizer 

1,929,0 

22.6 

2,359 

54  i 

37 

24 

Dow  Chemical 

1,907,0 

-8.2 

3,205 

36  1 

38 

40 

American  Express 

1,901,0 

21.5 

1,901 

70 

39 

37 

American  Home  Prod 

1,883,4 

12.1 

2,541 

49  i 

40 

36 

Abbott  Laboratories 

11/1 
11.4 

0  ceo 

4/ 

1 1 

ou 

Bell  Atlantic 

1,739,4 

-6.6 

4,334 

23 

42 

45 

Atlantic  Richfield 

1,663,0 

20.9 

3,505 

30  \ 

43 

56 

Merrill  Lynch 

1,619.0 

45.3 

2,030 

65  ; 

44 

48 

JP  Morgan  &  Co 

1,574.0 

21.5 

1,574 

88  ; 

45 

43 

McDonald  s 

1  f;70  c 

1  n  0 

cc  • 
Ob 

40 

91 

Eli  Lilly 

1,523,5 

-33.5 

2,067 

63  i 

47 

67 

Minn  Mining  &  Mfg 

1,516,0 

16.1 

2,399 

48 

61 

Columbia/HCA 

1,505.0 

41.4 

2,660 

45  i 

49 

42 

First  Union 

1,499,0 

A  0 

4.8 

0  1  00 

59 

50 

44 

Walt  Disney 

1,467,0 

5,3 

6,258 

12  i 

■  Not  on  500  list  in  1995.  D-P:  Deficit  to  profit. 
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Rank 

nnmnjtnv 

Net 

% 

Cash 

'96 

'95 

profits 

change 

flow 

flow 

($niil) 

($inil) 

rank 

'96 

J 1 

CO 
30 

First  Chicago  NBD 

1,436,0 

24,9 

1,742 

76  : 

:  52 

49 

Banc  One 

1,426.5 

11,6 

1,800 

71  \ 

\  53 

■ 

Kimberly-Clark 

1,403.8 

500,0-H 

1,965 

67  : 

:  54 

35 

Loews 

1,384.0 

-21.6 

1,669 

78  i 

i  55 

54 

Caterpillar 

1  Qc  1  n 
1,001, U 

1  n  0 

19.0 

1  HOC 

l,9ob 

CO 

DO 

■iC 
3D 

1 10 

Lockheed  Martin 

1,346,6 

97.4 

2,549 

48 

i  57 

60 

Nynex 

1,346,0 

25.9 

3,845 

27 

:  58 

90 

Compaq  Computer 

1,312,9 

66.4 

1,575 

87  ; 

:  59 

157 

Phillips  Petroleum 

1,303,0 

177.8 

2,361 

53 

60 

50 

Eastman  Kodak 

1  000  n 

2.9 

0  1  n  1 

2,191 

5/ 

CI 
D  1 

Kyi 
b4 

Sears,  Roebuck 

1,271,0 

24.0 

2,164 

58 

:  62 

58 

Federal  Home  Loan 

1,258,0 

15,3 

1,258 

103 

63 

316 

Viacom 

1,247,9 

460,9 

2,066 

64 

;  64 

51 

U  S  West  Commun 

1,215,0 

2,6 

3,337 

34 

65 

77 

Schering-Plough 

1  010  0 

36.8 

1  IOC 

1,386 

f\~l 

97 

DD 

H 

Xerox 

1,206,0 

D-P 

1,921 

69  • 

\  67 

134 

MCI  Communication 

1,202,0 

119.3 

2,924 

39 

i  68 

70 

Sprint 

1,190,9 

25.9 

2,782 

42 

69 

76 

Anheuser-Busch  Cos 

1,156,1 

30.4 

1,750 

75 

\ 

34 

Motorola 

1  1  c>i  n 
1,154,0 

-35.2 

3,462 

32 

71 
/ 1 

b3 

Norwest 

1,153,9 

20,7 

1,753 

74 

;  72 

38 

PepsiCo 

1,149,0 

-28.5 

2,868 

41 

i  73 

122 

Fleet  FinI  Group 

1,138,8 

86.7 

1,658 

79 

i  74 

57 

Southern  Co 

1,127,0 

2.2 

2,465 

50 

i  75 

348 

AMR 

463.8 

2,309 

55 

7(1 
/D 

10  J 

Boeing 

1,095,0 

178.6 

2,086 

60 

i  77 

■ 

Lucent  Technologies 

1,083,0 

D-P 

2,407 

51 

i  78 

63 

Wells  Fargo 

1,071,0 

3.8 

1,713 

77 

i  79 

62 

Pacific  Telesis 

1,057,0 

0.9 

2,927 

38 

:  80 

330 

Cigna 

1  ncc  n 

400.5 

1,056 

129 

0 1 

79 

Emerson  Electric 

1,042,9 

11.6 

1,508 

91  . 

82 

118 

Cisco  Systems 

1,041,6 

57.8 

1,220 

105 

.  83 

124 

Morgan  Stanley 

1,029,0 

69.0 

1,197 

107 

84 

75 

Bank  of  New  York 

1,022.0 

11.8 

1,259 

102 

85 

79 

AlliedSignal 

1  non  n 

ICC 

16.6 

1,622 

84 

'  OR 
OD 

1  7fi 
1/0 

PNC  Bank 

992.2 

143,2 

1,190 

109 

87 

81 

Sara  Lee 

970.0 

13,3 

1,635 

82  \ 

88 

80 

Dean  Witter  Discover 

951.4 

11,1 

1,035 

133  ■ 

89 

■ 

Gillette 

948.7 

-11,3 

1,330 

99 

90 

155 

Gannett 

97.6 

1,230 

104 

Q1 
!l  1 

1  n/i 

1U4 

Home  Depot 

937.7 

28.2 

1,170 

111 

92 

160 

Salomon 

907,0 

98.5 

1,022 

134  1 

93 

95 

United  Technologies 

906,0 

20.8 

1,759 

73  i 

94 

83 

General  Re 

893,5 

8,3 

894 

155  i 

95 

353 

Burlington  Santa  Fe 

000  n 
ooy,U 

349.0 

1,649 

81 

QR 

CSX 

855,0 

38.3 

1,475 

94  ; 

97 

103 

Deere  &  Co 

827.8 

12,8 

1,090 

123 

98 

148 

NIKE 

796,5 

56.1 

945 

147  I 

99 

■ 

McDonnell  Douglas 

700  A 

/oo,U 

D-P 

1,063 

125 

100 

98 

Warner-Lambert 

786.5 

6.4 

1,017 

135  \ 

189 


■  lll-Wl'Jll'JT-M^ll'llirM^l'i'J 


Rank 

nnmnAnv 

Not 

% 

Cash 

Cash 

'96 

'95 

profiis 

change 

flow 

flow 

i'$inl!) 

($mii) 

rank 

'96 

;  101 

89 

KeyCorp 

/)(,! 't 

-0.7 

981 

139 

j  102 

110 

Norfolk  Southern 

//'O/i 

8.1 

1,200 

106 

'  1  no 
:  1UJ 

07 
0/ 

Raytheon 

"A.l 

-3.9 

1,130 

116 

104 

4b 

PG&E 

/'jb.2 

-43.6 

2  071 

62 

1  nc 
11)3 

■ 

Texas  UtiHties 

753.6 

D-P 

1,542 

89 

106 

94 

May  Dept  Stores 

/49.0 

7.0 

1,122 

118 

107 

93 

PPG  Industries 

744  0 

-3.1 

1,107 

121 

1  no 

106 

First  Bank  System 

739.8 

30.2 

740 

182 

1  no 
1U9 

■ 

National  City 

736.6 

24.5 

895 

154 

1 1  n 
110 

112 

Mellon  Bank 

733.0 

6.1 

1,045 

130 

110 

71 

Union  Pacific 

733.0 

18.4 

1,495 

93 

112 

109 

Duke  Power 

730.0 

2.2 

1,398 

96 

lid 

1  A  A 

Oracle 

727.8 

40.3 

969 

141 

114 

yy 

Edison  International 

716.7 

-3.0 

1,986 

66 

lie 

1  1  7 

HJ  Heinz 

701.6 

8.3 

1,044 

131 

116 

147 

Occidental  Petroleum 

698,0 

36.6 

1,626 

83 

117 

108 

Consolidated  Edison 

694.1 

-4.1 

1,190 

108 

1 1  D 
110 

y/ 

Campbell  Soup 

689.7 

-7.6 

1,017 

136 

119 

1  00 
IJO 

Amgen 

679.8 

26.4 

780 

170 

IZU 

■ 

USX-Marathon 

671.0 

0-P 

1,418 

95 

121 

115 

Unicom 

666.1 

1.0 

1,657 

80 

122 

■ 

Amerada  Hess 

660.1 

D-P 

1,608 

86 

IzJ 

070 

Aetna 

651.0 

158.6 

990 

137 

IZ4 

1  07 
10/ 

Bank  of  Boston 

650.0 

20.1 

800 

163 

H 

CoreStates  Financial 

649.1 

-0.9 

760 

177 

126 

126 

Wachovia 

644.6 

7.0 

741 

181 

127 

■ 

First  Data 

636.5 

D-P 

1,060 

126 

1711 

Colgate-Palmolive 

635.0 

269.2 

951 

144 

10Q 

1  70 

i^y 

SunTrust  Banks 

616.6 

9.0 

747 

180 

ion 

Bankers  Trust  NY 

612.0 

184,7 

758 

178 

131 

114 

Pub  Svc  Enterprise 

611.6 

-7.7 

1,279 

101 

132 

119 

RJR  Nabisco 

611.0 

-2.6 

1,785 

72 

100 

1 Q9 

ly^ 

UAL 

600.0 

58.7 

1,359 

98 

104 
1 04 

/4 

Union  Carbide 

593.0 

-35.9 

905 

152 

IOC 

1  A  1 
141 

American  Electric 

587.4 

10.9 

1,178 

110 

136 

143 

Enron 

584.0 

12.4 

1,058 

127 

137 

■ 

Rockwell  IntI 

582  0 

5.4 

1,151 

115 

1  on 
loo 

14D 

CPC  International 

580.0 

13.3 

956 

143 

1  OQ 
1  jSl 

1  77 
1 J  J 

FPL  Group 

579.5 

4.7 

1,540 

90 

lAO 

100 

American  General 

576.8 

5.9 

664 

201 

141 

195 

Bear  Stearns  Cos 

576.6 

55.3 

654 

208 

142 

■ 

Baxter  International 

575.0 

55.0 

923 

150 

100 

Sun  Microsystems 

567.4 

27.1 

878 

156 

I'M 

87 
0^ 

JC  Penney 

565.0 

-32.6 

946 

146 

14R 
143 

1  OQ 

loy 

Barnett  Banks 

564.5 

5.8 

816 

161 

146 

101 

Pharmacia  &  Upjohn 

562.0 

-23.9 

1,035 

132 

147 

161 

Household  IntI 

538,6 

18.8 

779 

172 

148 

210 

Northwest  Airlines 

536.1 

56.7 

914 

151 

149 

259 

Dell  Computer 

531.0 

95,2 

578 

232 

149 

151 

Kellogg 

531.0 

8.3 

783 

167 

■  Not  on  500  list  In  1995.  D-P:  Deficit  to  profn 


Rank 

Company 

Net 

% 

Cash 

Cash 

'96 

'95 

profits 

change 

flow 

flow 

($mil) 

((mil) 

rank 

• 

'96 

151 

T23 

PECO  Energy 

517,2 

-15.2 

1,115 

119 

152 

88 

Alcoa 

514,9 

-34.9 

1,279 

100 

1  JO 

L  JO 

Lincoln  National 

513,6 

6.5 

660 

203 

134 

1  1  I 
i  1  I 

Chubb 

C  1  0  7 

512,/ 

-26.4 

572 

235 

iRR 

101 

Medtronic 

509,9 

27.4 

628 

215 

156 

150 

PacifiCorp 

504,9 

0.0 

1,057 

128 

157 

85 

Archer  Daniels 

500,3 

-38.3 

942 

148 

1  JO 

9K1 

Coastal 

500,2 

85.0 

956 

142 

I'll) 

1  Ja 

lOD 

American  Brands 

496,8 

-8.5 

772 

176 

iRn 

1 UU 

ou  J 

■  a_A              11:11  n  

McGraw-Hill  Cos 

495,7 

118.3 

734 

184 

161 

159 

Albertson's 

493,8 

6.2 

788 

166 

162 

188 

Illinois  Tool  Works 

486,3 

25.5 

665 

200 

1  DO 

1  71 
1/0 

Automatic  Data 

484.8 

14.9 

702 

193 

1  0*T 

luD 

TRW 

480,0 

7.6 

932 

149 

1 DJ 

£10 

US  Bancorp 

/no  0 
4/8,9 

45.6 

577 

233 

166 

202 

MBNA 

474.5 

34.4 

571 

236 

167 

228 

Dayton  Hudson 

474.0 

52.4 

1,124 

117 

1RR 

1  QQ 
1 J  J 

Rhone-Poulenc  Rorer 

473.5 

32.8 

813 

162 

IRQ 

1 77 

Dominion  Resources 

/I  TO  1 

472.1 

11.1 

1,167 

112 

nn 

1  f  u 

1  97 

LCI 

Pitney  Bowes 

Add  A 

4Dy.4 

-19.5 

748 

179 

171 

170 

UST  Inc 

464.0 

8.0 

492 

267 

172 

86 

Weyerhaeuser 

463.0 

-42.1 

1,080 

124 

1  /  0 

Qfi 
30 

Phelps  Dodge 

461.8 

-38.1 

711 

190 

17A 

917 

Safeway 

460,3 

40.2 

799 

165 

1  ID 

1 78 
1/0 

Marsh  &  McLennan 

459.3 

14.0 

599 

226 

176 

130 

Applied  Materials 

457.5 

-18.3 

625 

216 

177 

156 

Transamerica 

456.3 

-3.0 

782 

168 

17fl 

I8Q 

103 

General  Mills 

454.7 

17.9 

634 

212 

170 

9ni 

Gap 

452.9 

27.9 

668 

199 

inn 

1  ou 

1/19 
14£ 

St  Paul  Cos 

450.1 

-13.6 

519 

254 

181 

183 

Safeco 

439.0 

10.0 

503 

262 

182 

209 

Providian 

434.7 

25.9 

480 

274 

1 00 

1^8 
00 

Limited 

434,2 

-54.8 

724 

186 

1  04 

Electronic  Data  Sys 

431,5 

-54.0 

1,612 

85 

IRS 

1  0  J 

IRD 
1  ou 

Central  &  So  West 

429,0 

6.7 

950 

145 

188 

431 

Toys  'R'  Us 

427.4 

188.7 

634 

213 

187 

196 

Air  Prods  &  Chems 

426.9 

15.2 

848 

158 

IRA 
1  00 

1  ^9 

1  JL 

Entergy 

420,0 

-13.3 

1,157 

113 

IRQ 

107 

Sallie  Mae 

419,4 

14,5 

419 

306 

ion 

1  jU 

910 

coy 

Republic  New  York 

418,8 

45.1 

507 

259 

191 

175 

Comerica 

417,2 

0.9 

515 

257 

192 

233 

Lehman  Bros  Holding 

416.0 

71,9 

507 

260 

1Q7 
1 90 

ouu 

Schuller 

406.8 

250.7 

478 

276 

1  3*1 

00 

Houston  Industries 

•  404,9 

-63.4 

989 

138 

193 

91 1 

Honeywell 

402.7 

20.7 

690 

197 

196 

206 

Aflac 

394.4 

13.0 

394 

321 

la/ 

iy4 

Carolina  Power  &  Lt 

391,3 

5.0 

838 

159 

198 

253 

Dover 

390,2 

40.2 

515 

255 

199 

218 

EMC 

386,2 

18.2 

473 

280 

200 

99 

Monsanto 

385.0 

-47.9 

975 

140 

1 

190 


Forbes  ■  April  21,  1997 


■[)£l  VEARVEHICIEMSSPISIJS.JOO  iNCl  DEAIEB  P«EP  BUI  EKlUOES  DESIlNAKON  A  HANDIING  CHARGES  TAX£S,  llCENSES  AOPHONS  AClUAl  PRICE  DEPENDS  ON  DEALER  4  SUBJECTTO  CHANGE  WIIHOUI  NOTICE  TREAD  IIGHTIY.[)IHVE  RESPONSlSlv  Qfl  ROAD  HEASE  BUCKtE  UP  FOR  SECURIIV  CIM?  lANO  ROVER  NORTH  AMERICA  II 

its  true.  A  Range  Rover  will  help  you  get  into  more  exclusive  places. 

Gaining  admittance  isn't  merely  about  having  the  right  connections.     It's  about  having  the  perma- 
nent four-wheel  drive,  electronic  traction  control,  and  box-section  steel  chassis  of  a  Range  Rover. 
In  fact,  everything  from  its  16-inch  alloy  wheels  to  its  weather-band  radio  system  is  specially 
designed  for  a  vehicle  that  can  travel  virtually  anywhere.    And  with  dual  climate  controls,  wood  trim, 
and  handcrafted  leather  seats,  you'll  never  actually  have  to  stop  to  appreciate  the  finer  things  in  life. 
S(  t  why  not  call  l-8()()-FINE  4WD  for  the  Land  Rover  retailer  nearest  you?     Or  visit  our  RANGE  ROVER 

Web  site  at  http://www.LandRover.com.   When  you  think  of  all  the  restricted  environments    J^^a   si^^a  Jkifey^ 
R;inge  Rover  owners  are  privileged  to  enter,  you  might  reasonably  consider  the  ^55,500*   ^QHw  wi* 
price  tag  a  perfectly  justifiable  expense.     It  is,  after  all,  a  small  price  for  admission.  sIMfe    s;^?;^-    -3^s^-si=.-"'  Zxf^rZ. 

Always  use  your  seacbelts.  SRS/airbags  alone  do  not  provide  su^ffieient  protection. 


From  prompt  answers  to  timely  loss  recovery, 
the  essence  of  active  partnership  is  action. 
Anticipating  and  responding  to  the  ever-evolving 
risk  management  needs  of  customers  and 
agents  reflects  our  commitment  to  total  quality 
of  service.  A  commitment  that  distinguishes 
the  power  of  our  partnership  from  ordinary  business 


relationships.  As  a  member  of  the  worldwide 
Zurich  group,  we  provide  extensive  financial  strength 

and  offer  long-term  active  partnership  to  you. 
For  more  information,  contact  your  agent  or  broker, 
or  call  1-800-382-2150  today. 

Zurich-American.  The  Power  of  Partnership  f 


ZURICH 


www.zurichamerican.  com 


Rank 
'96  '95 

Company 

Net 
profits 

% 
change 

Cash 
flow 
ftmil) 

Cash 
flow 
rank 

3D 

i201 

215 

Walgreen 

383  1 

15.9 

530 

248 

1202 

131 

Eastman  Chemical 

380.0 

-32.0 

694 

195 

;203 

198 

manei 

il  1 .0 

3.0 

oil 

^31 

204 

254 

Tribune 

372.1 

33.8 

515 

256 

i205 

243 

Ralston  Purina 

370.6 

29.9 

608 

221 

206 

300 

Golden  West  FinI 

369.9 

57.7 

390 

324 

1207 

■ 

TJX  Cos 

368.7 

500.0+ 

496 

265 

208 

■ 

PalneWebber  Group 

0D4.4 

AOS 

3\JC 

i2og 

238 

Rohm  and  Haas 

363.0 

24.3 

625 

111 

;2io 

47 

Williams  Cos 

362.3 

-72.5 

774 

175 

1211 

230 

PanEnergy 

361.1 

18.9 

658 

204 

212 

262 

Ingersoll-Rand 

358.0 

32.4 

561 

241 

213 

242 

uniieu  neaiinijare 

003.0 

OA  A 
Z4.4 

AHQ 
4o3 

Cl\J 

214 

224 

Kroger 

352.7 

10.6 

697 

194 

1215 

208 

Case 

349.0 

0.9 

487 

271 

1215 

182 

Eaton 

349.0 

-12.5 

669 

198 

1217 

258 

Tyco  International 

348,1 

27.5 

520 

253 

i218 

252 

Federal  Express 

'iAA  1 

1 

1,1  UD 

lie 

1219 

■ 

Corning 

342.9 

D-P 

631 

214 

1220 

266 

Conrail 

342.0 

29.5 

625 

217 

j221 

251 

Franklin  Resources 

337.0 

20.5 

381 

329 

1222 

179 

Aon 

335.2 

-16.8 

479 

275 

1223 

241 

rinn  iniro  oancorp 

ID. J 

03/ 

040 

224 

207 

Cinergy 

334.8 

-3.6 

618 

219 

,225 

219 

Morton  International 

334.2 

2,4 

513 

258 

1226 

229 

Genuine  Parts 

330.1 

6.8 

381 

330 

227 

220 

PP&L  Resources 

329.4 

2,1 

781 

169 

228 

313 

Continental  Airlines 

JLO.U 

At^  1 

40,1 

C7Q 

3/b 

9Q1 
^Ol 

229 

214 

Hercules 

324.9 

-2.3 

431 

299 

230 

260 

MBIA 

322.2 

18,7 

332 

361 

231 

■ 

Union  Pacific  Res 

320.8 

-8,5 

855 

157 

232 

273 

Avon  Products 

317.9 

23.9 

382 

328 

233 

231 

Long  Island  Lighting 

Jib. 3 

A  Q 

4.0 

bUb 

lie 

234 

249 

Cooper  Industries 

315.4 

12.4 

549 

244 

235 

225 

Ohio  Edison 

315.2 

-0.7 

724 

187 

236 

396 

3Com 

314.3 

60.4 

436 

296  ; 

237 

280 

Progressive 

313.7 

25.2 

338 

353  i 

238 

445 

lorcnmarK 

Jii.4 

117/1 

li/.4 

003 

03b 

239 

212 

Baltimore  G&E 

310.8 

-8.0 

694 

196 

240 

177 

DTE  Energy 

309.3 

-23.8 

836 

160 

241 

275 

Green  Tree  Financial 

308.7 

21.6 

331 

362  : 

242 

240 

Dana 

306.0 

6.2 

584 

227  : 

242 

285 

oUb.U 

00  Q 
^0.3 

4b^ 

900 

2oo 

244 

227 

Union  Electric 

304.9 

-2.9 

574 

234 

245 

52 

International  Paper 

303.0 

-73.7 

1,497 

92 

246 

302 

Halliburton 

300.4 

28.5 

568 

238  ; 

247 

416 

VF 

299.5 

90.4 

460 

284  ; 

248 

168 

GPU 

298.4 

-32,2 

777 

174 

249 

■ 

Consol  Natural  Gas 

298.3 

500.0+ 

602 

223  i 

250 

267 

Becton  Dickinson 

297.0 

13.1 

496 

264 

■  Not  on  500  list  in  1995.  D-i"'  iitf :  iS  ;c  .  -"ht. 


Rank 

Company 

Net 

% 

Cash 

Cash 

'96 

'95 

profits 

change 

flow 

flow 

($inil) 

($mil) 

rank 

<• 

'Oil 

la  1 

H 

Masco 

295.2 

D-P 

395 

320 

252 

■ 

Computer  Associates 

295.1 

D-P 

131 

183 

253 

257 

laffarcnti  Dilnt 

jcTTcrsun-rNoi 

9Qa  fi 

7  A 
1 A 

OQA 

tQA 
034 

254 

283 

State  Street  Boston 

292.8 

18.5 

438 

294 

255 

311 

Lowe's  Cos 

292.2 

29.3 

492 

268 

9liG 

zuu 

Alltel 

291.7 

-17.7 

716 

189 

257 

327 

SunAmerica 

290.0 

35.6 

290 

395 

258 

265 

Sysco 

9SQ  Q 

fi  7 

0./ 

AAA 
444 

9Q9 

259 

■ 

Olin 

287.6 

114.3 

417 

307 

260 

226 

American  Stores 

287.2 

-9.3 

728 

185 

9B1 
ZD  1 

171 
1/1 

AMP 

287.0 

-32.8 

711 

191 

262 

■ 

Seagate  Technology 

285.5 

-38.7 

111 

173 

263 

355 

HniciiCdn  nni  uroup 

98A  7 

43.3 

OKI 

Obi 

Oyll 

041 

264 

■ 

Crown  Cork  &  Seal 

284.0 

279.2 

780 

171 

265 

374 

Southern  National 

283.7 

59.2 

336 

355 

9Rft 

Praxair 

282.0 

7.6 

702 

192 

267 

428 

Beneficial 

281.0 

86.7 

331 

364 

268 

316 

uonscco 

978  Q 

91;  0 

333 

OAO 

269 

392 

Ambac 

276.3 

64.9 

278 

405 

270 

331 

First  USA 

276.1 

31.1 

406 

314 

971 

909 
Lii 

iiAU  im  al  I 

USX-US  steel 

275.0 

-9.2 

567 

239 

272 

255 

No  States  Power 

274.5 

-0.5 

656 

206 

273 

246 

nersney  roous 

97^  9 

LI  O.L 

0  1 
—0.1 

4U/ 

010 
010 

274 

294 

Fluor 

1111 

14.1 

486 

272 

275 

221 

General  Dynamics 

-15.9 

337 

354 

Z/D 

Tenet  Healthcare 

269.9 

-28.2 

657 

205 

277 

394 

Knight-Ridder 

267.9 

60.0 

434 

297 

278 

■ 

PprinrsitAri  npnt  ^trc 

rCUCIdlCU  UD|JI  wild 

?fi5  9 

?5fi  fi 

799 

lfi4 

10*+ 

279 

364 

Service  Corp  Inti 

265.3 

44.5 

400 

316 

280 

■ 

US  Airways  Group 

263.4 

120.8 

579 

229 

91)1 
to  1 

01  Q 
013 

Dresser  Industries 

263.0 

19.0 

503 

263 

282 

287 

Huntington  Bancshs 

262.1 

7.2 

348 

350 

283 

334 

Uorliu 

9fii  n 

ZDl.U 

OA  7 
i4./ 

9Qn 

OQfi 
03D 

284 

321 

Northern  Trust 

258.8 

17.6 

348 

349 

285 

336 

MGIC  Investment 

258.0 

24.3 

267 

412 

9QC 

043 

Countrywide  Credit 

257.4 

31.5 

295 

389 

287 

312 

Costco  Cos 

257.1 

14.3 

422 

303 

288 

298 

Firct  nf  AmArirs  Rlc 

rildl  Ul  nlllBI  lUd  DIV 

8  5 

O.J 

•JLf 

289 

318 

Newell  Co 

256.5 

15.3 

373 

334 

290 

■ 

Burlington  Resources 

255.0 

D-P 

601 

224 

901 

1 

O^K 
04b 

SouthTrust 

254.7 

28.0 

305 

383 

292 

154 

Textron 

253.0 

-47.2 

640 

211 

293 

293 

rioriQd  rrogress 

9^(1  7 

A  Q 
4.  J 

fil  7 

99n 

294 

377 

Gateway  2000 

250.7 

44.9 

307 

380 

295 

237 

Great  Lakes  Chemical 

'  250.3 

-15.3 

375 

333 

90G 

ZaD 

on7 
ou/ 

Firstar 

250.2 

9.3 

308 

376 

907 

9Q7 

Alumax 

250.0 

5.3 

388 

325 

298 

337 

UnionBanCal 

249.5 

-20.3 

315 

370 

299 

149 

Delta  Air  Lines 

249.0 

-51.2 

903 

153  : 

299 

433 

in 

249,0 

69.4 

525 

252  i 

194 
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Bu//oeArW  Orlo/fi  te 

GUATEMALA 


"  White -Niced  Ibis  tu 

EL  SAI.V\DOR 


PANAJMA 


Northern  Waterthrush  io 

ECUADOR 


%sttrn  KJngbirU  U> 

COSTA  RICA 


Scarlet  Tanager  to 

COLOMBLA. 


H  In^ed  'leal  to 

MEXICO 


Iiuby'7'/i/-oateclWummUigbircl  to 

DOMINICAN  KJiPUBLIC 


Solitary  Sandpiper  to 

PERU 


C7ave  ^YXSwalloyv  to 

PUERTOif  RJCO 


Warbling'  Vlreo  to 

NICy\R\GUA 


Purple  /  GaUlnuIe  to 

HONDURAS 


'i/iipy/cciri  ^^^/i.edstart  to 


BRyAZII^ 


Sure,  others  fly  south  to  Latin  America. 
Of  course,  we  do  it  over  345  times  a  week. 

With  flights  to  30  cities  throughout  Mexico,  Central  and  South  America  and  the  Caribbean,  our  service  south  of  the  border  is  enough 

to  give  just  about  anything  with  wings  an  inferiority  complex.  Bilingual  flight  attendants,  Latin  American  cuisine,  first  class 
cabins  and  OnePass®  mileage  are  available  on  all  flights.  For  more  information,  call  your  travel  agent  or  Continental  at  1-800-231-0856. 

Continental 

More  airline Jor your  moneys 


Brazil  service  subject 
to  government  approval. 


Visit  OUT  web  site  at  http://www.flycontinental.com 


i)  1997  Continental  Airlines,  Inc. 


Rank 
'96  '95 

r.nninsinv 

Net 

profits 
($mil) 

% 
change 

Cash 
ilow 
($mil) 

Cash 
flow 
rank 
'96 

301 

256 

Nucor 

248.2 

-9.6 

430 

300 

302 

107 

Quaker  Oats 

247.9 

-65.8 

449 

290 

303 

343 

Johnson  Controls 

240.8 

19.4 

579 

230 

304 

65 

Micron  Technology 

240.1 

-76.4 

660 

202 

305 

340 

CMS  Energy 

240.0 

17.6 

722 

188 

306 

395 

Dillard  Dept  Stores 

238.6 

42.7 

432 

298 

307 

247 

UNUM 

238.0 

-15.3 

238 

441 

308 

292 

Parker  Hannifin 

237.6 

-0.7 

398 

318 

309 

■ 

Potomac  Electric 

237.0 

151.0 

460 

285 

310 

332 

Clorox 

234.8 

11.7 

355 

345 

311 

140 

ConAgra 

234.8 

-55.9 

648 

209 

311 

328 

Old  Republic  IntI 

234.8 

10.4 

235 

445 

313 

278 

Northrop  Grumman 

234.0 

-7.1 

601 

224 

314 

380 

Charles  Schwab 

233.8 

35.5 

332 

359 

315 

288 

Winn-Dixie  Stores 

232.0 

-4.5 

506 

261 

316 

303 

Enova 

230.9 

2,3 

570 

237 

317 

315 

Wm  Wrigley  Jr 

230.3 

2.9 

278 

406 

318 

378 

Regions  Financial 

229,7 

32.9 

282 

401 

319 

274 

Black  &  Decker 

229.6 

-9.9 

444 

293 

320 

289 

Summit  Bancorp 

229.2 

-5.6 

258 

419 

321 

344 

Sherwin-Williams 

229.2 

14.2 

333 

358 

322 

366 

Pioneer  Hi-Bred  IntI 

226.6 

24.2 

305 

384 

323 

■ 

Allegheny  Teledyne 

226.5 

-18.2 

332 

360 

324 

276 

Freeport  Copper 

226.2 

-10.8 

400 

315 

325 

308 

Cincinnati  Financial 

223.8 

-1.6 

231 

448 

326 

■ 

ITT  Industries 

222.6 

500.0-1- 

656 

207 

327 

■ 

Columbia  Gas  System 

221.6 

D-P 

437 

295 

328 

■ 

HealthSouth 

220.8 

179.7 

410 

310 

329 

356 

Washington  Post 

220.8 

16.2 

316 

369 

330 

■ 

Kerr-McGee 

220.1 

D-P 

527 

249 

331 

371 

Crestar  Financial 

218.3 

21.4 

282 

403 

332 

301 

Wisconsin  Energy 

218.1 

-6.8 

475 

277 

333 

■ 

Tenneco 

218.0 

-15.5 

527 

250 

334 

440 

Frontier 

218.0 

50.6 

408 

311 

335 

338 

American  Natl  Ins 

215.6 

4.5 

236 

444 

336 

■ 

Raychem 

215.5 

234.6 

296 

388 

337 

391 

Scana 

215.3 

27.9 

416 

308 

338 

■ 

WR  Grace 

213.8 

D-P 

398 

319 

339 

325 

FMC 

210.7 

-2.3 

465 

281 

340 

291 

Allegheny  Power 

210.0 

-12.4 

473 

279 

341 

339 

New  England  Electric 

208.9 

2.0 

459 

286 

342 

422 

AG  Edwards 

208.6 

35.7 

242 

437 

343 

359 

WW  Grainger 

208.5 

11.7 

283 

400 

344 

■ 

Danaher 

207.8 

91.8 

276 

408 

345 

365 

Southwest  Airlines 

207.3 

13.5 

411 

309 

346 

■ 

Times  Mirror 

206.4 

D-P 

421 

304 

347 

381 

Food  Lion 

206.1 

19.6 

371 

336 

348 

386 

Mirage 

206.0 

21.2 

314 

371 

349 

477 

Interpublic  Group 

205.2 

58.1 

294 

393 

350 

271 

Bowater 

204.1 

-21.0 

378 

332 

■  Not  on  500  list  in  1995.  D-P 


Rank 

Company 

Net 

% 

Cash 

Cash 

■96 

•95 

profits 

change 

flow 

flow 

($inil) 

($mil) 

rank 

« 

'96 

35l" 

■ 

Fairchild 

203.6 

D-P 

227 

451  ; 

352 

350 

Marshall  &  llsley 

203.4 

5.2 

257 

420  i 

Pacific  Enterprises 

203.0 

9.7 

458 

288  i 

Arrow  Electronics 

202./ 

0.1 

242 

436 

J  /  u 

WellPomt  Health 

202.0 

12.2 

238 

440 

356 

■ 

Atmel 

201.7 

77.4 

313 

374  ; 

357 

345 

Pinnacle  West 

201.5 

1.0 

536 

247  i 

0  JO 

0  J 1 

Sonat 

201.2 

4.3 

489 

269  \ 

977 

CI  1 

Paccar 

on  1  A 

201.0 

-20.5 

282 

402 

OuU 

JD 1 

TECO  Energy 

200./ 

7.8 

386 

327 

361 

419 

Hasbro 

199.9 

28.5 

338 

352 

362 

472 

AirTouch  Commun 

199.0 

50.9 

550 

243 

ODO 

9  tin 

IBP 

198.7 

-29.1 

279 

404 

out 

us  Robotics 

19/. 4 

106.2 

228 

450 

ODU 

n 

Cognizant 

1  QC  C 

1  OA  A 

120.0 

oon 

329 

OC  c 

365 

366 

205 

Mead 

195.3 

-44.2 

446 

291 

367 

485 

Baker  Hughes 

194.3 

51.6 

351 

347 

IRA 

ODO 

041 

Mallinckrodt 

194.3 

-4.3 

353 

346 

407 

ReliaStar  Financial 

lyo.U 

17.9 

201 

475 

<J  /  u 

^9n 

0  J\J 

So  New  Eng  Telecom 

14.2 

549 

0/1  c 

245 

371 

145 

Willamette  Inds 

192.1 

-62.7 

495 

266 

372 

125 

WMX  Technologies 

192.1 

-68.2 

1,113 

120 

0/0 

Mercantile  Bancorp 

191.9 

-11.5 

234 

446 

0/4 

00  J 

Owens-Illinois 

101  1 

191.1 

13.0 

463 

282 

0/0 

lllinova 

1  0  1  A 

191.0 

26.0 

386 

326 

376 

451 

Thermo  Electron 

190.8 

36.2 

306 

382 

377 

373 

Public  Service  Colo 

190.3 

6.4 

350 

348 

17R 
0/0 

t^9. 
0  JO 

Dow  Jones 

190.0 

0.2 

408 

312 

0/9 

981 

IntI  Flavors  &  Frags 

1  on  n 

189.9 

-23.7 

238 

442 

tun 
oou 

004 

Harcourt  General 

1  00  Q 

loo. 9 

10.6 

380 

001 

331 

381 

398 

Vulcan  Materials 

188.6 

13.4 

301 

387 

382 

401 

Harris 

188.1 

14.1 

363 

340 

000 

40  / 

Brunswick 

185.8 

46.1 

317 

368 

00*T 

lOD 

Westvaco 

1  Ot  0 

-37.5 

430 

301 

000 

d^7 

40  / 

BanPonce 

1  OC  0 

lob./: 

OC  c 

26.5 

0  C  1 

2bl 

/IOC 

425 

386 

383 

Avnet 

185.0 

7.9 

232 

447 

•JOT 

38/ 

■ 

Cincinnati  Bell 

185.0 

D-P 

358 

342 

000 

0  /  D 

AmSouth  Bancorp 

182.7 

4.4 

227 

454 

009 

400 

Allmerica  Financial 

101  Q 

loi.y 

24.6 

1  oo 

182 

/I  0  /I 

484 

009 

Ceridian 

101  n 

181.9 

86.6 

256 

/I  oo 

422 

391 

■ 

Global  Marine 

180.1 

247.0 

221 

461 

392 

400 

First  Tennessee  Natl 

179.9 

9.1 

218 

463 

tut 

090 

Pulte 

179.6 

207.9 

186 

483 

03*f 

jUD 

Consolidated  Papers 

1  7n  0 

•  1/9.0 

-21.8 

OAC 

295 

OAA 

390 

090 

DQE 

1  1C\  1 

1/9.1 

5.0 

455 

OOA 

289 

396 

413 

Citizens  Utilities 

178.7 

12.0 

372 

335 

397 

■ 

Colhns  &  Aikman 

178.3 

-13.7 

216 

468 

398 

347 

New  York  State  E&G 

178.2 

-9.4 

368 

338 

399 

450 

Estee  Lauder  Cos 

178.1 

26.1 

249 

429 

400 

■ 

First  Security 

177.8 

48.2 

216 

467 
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You  don't  invest 
hundreds  of  millions  in 
people  and  technology 

as  part  of  a 
phasing  out  program. 


i 

We're  in  it  for  the  long  haul.  Which 
means  doing  everything  we  can 
to  stay  one  step  ahead — of  your 
needs,  of  the  industry.  So  we  invest 
hundreds  of  millions  each  year  to 
give  you  faster,  smarter  information, 
just  what  you've  been  looking  for. 


THE 
BA^JKOF 
NEW 
YORK 


llie 
BanL,f 

New  Ideas. 


Inbox  Calendar 

■ 

i 

Journal               Tasks  1 
1  _  .  .  . 

|!|DjV|e|FrQm 

New  Task 

est 

Contacts 

M         Gretchen  Almy 

Alert;  Because  of  a 
Mr.  Zagula^  the  pre 
now  be  presenting 

Mew  Task  Regui 

AutoPrevievy  | 

Microsoft  Office  97/now/ 

it's  going  to  be  TGc 

to  stay^isorganizec 


©1997  Microsoft  Corporation.  All  rights  reserved. 

Microsoft  and  Where  do  you  want  to  go  today?  <iie  registered  trademarks  and  Outlook  is  a  trademark  of  Microsoft  Corporation. 


;  Address  Book  Plan  a  Meeting 


ly^  really  hard 

pme  people  are  inclined  to  neatly  arrange,  file,  cross-reference  and  deploy  strategic  bits  of  information,  like 
nat's-his-name,  the  guy  who  sent  you  the  e-mail  about  the  thing  on  Tuesday. ..or  Wednesday.  Well,  here's 
j)od  news  for  the  highly  with-it  and  the  chronically  disorganized  alike:  the  new  Microsoft"  Outlook'  97  desktop 
'ormation  manager.  It's  part  of  new  Microsoft  Office  97,  and  it's  here  to  help  you  get  organized  (or,  as  the 
se  may  be,  way  more  organized).  Outlook  puts  your  e-mail,  electronic  scheduling,  "to-do"  lists  and  contacts 
one  cozy  interface.  It  helps  you  do  smart  things,  like  preview  the  first  three  lines  of  your  e-mails  to  quickly 
parate  news  from  junk.  And  you  can  easily  share,  link  and  move  information:  for  instance,  drag  an  e-mail 
to  the  contacts  icon  and  a  new  contact  file  is  automatically  created  for  you.  Now,  that's  functionality, 
ant  to  know  more?  Block  out  a  little  time  to  visit  our  Web  site. 


Where  do  you  want  to  go  today?"*  www.microsoft.com/office/ 


Microsoft 


Ronlf 
ndilK 

•96  '95 

bUllipdiiy 

Npt 

profits 
($mil) 

/o 

change 

flow 
($mii) 

flow 
rank 
'96 

!401 

282 

Niagara  Mohawk  Pwr 

177,8 

-28.3 

546 

246 

i402 

432 

Equifax 

177,6 

20.3 

264 

414 

1403 

375 

Nipsco  Industries 

175.7 

0.7 

392 

323 

1404 

452 

Omnicom  Group 

176.3 

26.0 

262 

415 

j405 

■ 

St  Joe 

176.0 

138.5 

205 

473 

1406 

443 

Avery  Dennison 

175.9 

22.4 

289 

397 

U07 

368 

Cabot 

175.9 

-3.0 

276 

407 

;408 

459 

Advanta 

175.7 

28.5 

195 

480 

;409 

403 

DPL 

172.9 

5.0 

314 

373 

1410 

n 

IKON  Office  Solutions 

172.6 

38.6 

307 

378 

;411 

430 

AutoZone 

172.4 

15.4 

245 

431 

;412 

405 

Cabletron  Systems 

172.2 

-15.0 

216 

466 

1413 

463 

Analog  Devices 

171.0 

26.0 

261 

418 

1414 

404 

Sonoco  Products 

170.9 

3.9 

314 

372 

Ul5 

412 

Supervalu 

170.8 

6.1 

399 

317 

1416 

■ 

Storage  Technology 

170.8 

D-P 

346 

351 

j417 

■ 

Fort  Howard 

170.7 

410.2 

272 

410 

UlB 

■ 

Tupperware 

170.4 

5.8 

236 

443 

;419 

424 

Lubrizol 

169.8 

12.0 

251 

427 

1420 

■ 

HFS 

169.6 

112.7 

220 

462 

;421 

■ 

Woolworth 

169.0 

D-P 

356 

344 

U22 

367 

Western  Resources 

169.0 

-7.0 

393 

322 

423 

■ 

Boston  Scientific 

167.1 

500.0+ 

229 

449 

424 

■ 

Adobe  Systems 

166.1 

82.5 

222 

459 

:425 

■ 

Harley-Davidson 

166.0 

47.6 

221 

460 

1426 

417 

Brown-Forman 

165.8 

5.5 

215 

471 

1427 

496 

Armstrong  World  Ind 

164.8 

33.7 

289 

399 

428 

469 

Computer  Sciences 

164.3 

23.2 

482 

273 

429 

■ 

cue  International 

164.1 

13.2 

227 

452 

430 

415 

Oryx  Energy 

163.0 

3.2 

459 

287 

431 

421 

Rite  Aid 

162.3 

4.6 

304 

385 

432 

486 

Manpower 

162.3 

26.8 

198 

477  : 

^433 

65 

Georgia-Pacific 

161.0 

-84.2 

1,157 

114  ■ 

434 

313 

Cummins  Engine 

160.0 

-28.6 

309 

375 

435 

■ 

Ashland 

159.5 

109.9 

565 

240 

436 

■ 

American  Greetings 

159,1 

40.6 

223 

457  I 

437 

447 

Old  Kent  Financial 

158.7 

11.9 

218 

464  i 

438 

460 

Star  Banc 

158.4 

15.9 

197 

479  ; 

439 

■ 

PMI  Group 

157.9 

16.8 

163 

495  : 

440 

442 

Litton  Industries 

157.5 

9.6 

289 

398  ; 

441 

489 

James  River  Corp  Va 

157.3 

24.4 

580 

228 

442 

■ 

Foundation  Health 

156.8 

500.0+ 

215 

469  \ 

443 

379 

Hilton  Hotels 

156.3 

-9.5 

334 

357  \ 

444 

■ 

Albemarle 

156.1 

99.5 

227 

453  ; 

445 

335 

Whirlpool 

156.0 

-25.4 

474 

278  i 

446 

■ 

Wendy's  International 

155.9 

41.7 

251 

426  : 

447 

488 

Liz  Claiborne 

155.7 

22.7 

199 

476  ; 

448 

■ 

Capital  One  Financial 

155.3 

22.7 

197 

478  : 

449 

473 

Transatlantic  Holding 

154.9 

17.4 

155 

497  ; 

450 

423 

Naico  Chemical 

154.5 

0.5 

253 

424  ; 

■  Not  on  500  list  in  1995,  D-l  Df.'in!  U;  c .  V. 
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Rank 
■96  '95 

uutiiumii 

Net 

profits 
($mil) 

% 
change 

Cash 
flow 
($mil) 

Cash 
flow 
rank 
'96 

;451 

■ 

Parametric  Tech 

154,3 

70.3 

173 

491 

:452 

■ 

Alex.  Brown 

154,1 

61,3 

167 

494 

I453 

■ 

Fina 

153.2 

46,7 

325 

367 

;454 

465 

Leggett  &  Piatt 

153.0 

13,4 

245 

430 

;455 

■ 

Rubbermaid 

152.4 

155.0 

261 

417 

i456 

■ 

Union  Texas  Petrol 

152.2 

48.7 

365 

339 

U57 

■ 

Lear 

151,9 

61.3 

294 

392 

i458 

■ 

BF  Goodrich 

151,7 

28,6 

270 

411 

:459 

455 

Molex 

151.4 

8.9 

276 

409 

1460 

■ 

Fruit  of  the  Loom 

151.2 

D-P 

307 

379 

r461 

475 

First  Empire  State 

151.1 

15.3 

171 

493 

:462 

299 

Kansas  City  Southern 

150.9 

-36.2 

227 

455 

;463 

456 

Engelhard 

150.4 

9.4 

225 

456 

:464 

■ 

MCN  Energy  Group 

150.3 

55.4 

307 

377 

465 

369 

Circuit  City  Stores 

150.2 

-17.0 

244 

433 

;466 

■ 

Western  Oigital 

149.3 

64.5 

203 

474 

;467 

■ 

BMC  Software 

149.2 

112.4 

182 

486 

:468 

■ 

York  International 

147.9 

D-P 

215 

470 

;469 

474 

Sigma-Aldrich 

147.9 

12.3 

193 

481 

:470 

399 

Nordstrom 

147.5 

-10.7 

304 

386 

;471 

429 

Echlin 

147.2 

-2.1 

243 

435 

1472 

295 

LSI  Logic 

147.2 

-38.2 

295 

391 

473 

■ 

Tosco 

146.3 

89.8 

331 

363 

474 

263 

AK  Steel  Holding 

145.9 

-45.7 

222 

458 

475 

■ 

Provident  Cos 

145,6 

26.0 

157 

496 

476 

164 

HF  Ahmanson 

145.3 

-67.8 

245 

432 

477 

■ 

UCAR  International 

145.0 

480.0 

181 

487 

478 

■ 

Excel  Communications 

144,4 

224.9 

151 

498 

479 

■ 

Boston  Edison 

141,5 

26.0 

370 

337 

480 

■ 

Hubbell 

141,5 

16.1 

181 

488 

481 

91 

Champion  IntI 

141,3 

-81.7 

643 

210 

482 

470 

King  World  Prods 

141,3 

6.2 

142 

500 

483 

479 

Lafarge 

140,9 

8.7 

241 

438 

484 

■ 

Hillenbrand  Inds 

140,0 

55.8 

239 

439 

485 

■ 

Synovus  FinI 

139.6 

21.8 

180 

489 

486 

467 

Whitman 

139.4 

4.4 

255 

423 

487 

402 

Reebok  International 

139.0 

-15.7 

182 

485 

488 

■ 

Timken 

138.9 

23.7 

265 

413 

489 

388 

Asarco 

138.3 

-18.2 

257 

421 

490 

■ 

Maytag 

138,0 

D-P 

249 

428 

491 

478 

Illinois  Central 

136.6 

5.2 

176 

490 

492 

481 

Pall 

136.5 

5.6 

192 

482 

493 

■ 

Nicor 

136,2 

36.5 

262 

416 

494 

462 

Puget  Sound  Energy 

-  135,4 

-0.3 

244 

434 

495 

408 

IMC  Global 

135.2 

-17.4 

306 

381 

496 

458 

McKesson 

134.2 

-2.0 

206 

472  ■ 

497 

406 

Terra  Industries 

134,0 

-18.3 

217 

465  : 

498 

■ 

Pennzoil 

133,9 

D-P 

419 

305  \ 

499 

464 

Union  Planters 

133.7 

-1.2 

172 

492  i 

500 

■ 

Maxim  Integrated  Prod 

133,6 

75.5 

150 

499  i 
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WITH  THE  RIGHT  TEAM 
ANYTHING  IS  POSSIBLE. 


Remember  running  for  your  first  touchdown? 
Lemember  the  teamwork  that  enabled  you  to  break  free? 

At  Cushman  &  Wakefield,  we  understand  the 
tnportance  of  teamwork  in  the  real  estate  game  today. 

Working  closely  with  clients,  our  first-string 
ccount  teams  help  analyze  individual  needs,  redefine 
bjectives,  create  strategies  and  implement  solutions. 

Putting  even  the  most  impossible  goals  within 
'Our  grasp. 

From  our  experience,  knowledge  and  research 


capabilities  to  our  creative  problem-solving,  our  team 
record  is  unmatched  in  the  industry.  In  fact,  nobody 
helps  more  emerging  market  leaders  and  businesses  of 
all  sizes,  here  and  around  the  world. 

To  put  us  on  your  team  or  to  learn  more  about 
our  real  estate  services,  call  1-800-346-6789. 


Improving  your  place 
in  the  world!" 


ttp://www.cushwake.com 


Cushman  &  Wakefield  Worldwide" 


There's  a  lot  of 
conglomerating 
going  on,  but 
also  a  lot  of 
voluntary 
shrinking.  Whoe 
needs  antitrust! 
laws? 


By  Cecily  J.  Fluke 


The  best  and  worst  performers 


Walt  Disney 


Acquisitions,  including  Avis  and  Resort  Condo- 
miniums International,  landed  HFS  inc.  on  the 
Forbes  Assets  500.  Limited  Inc.,  trying  to  revive  its 
anemic  stock,  cut  its  assets  22%,  mostly  by  selling 
of  f       bUlioftiiijCffiMUt  c^^ 


.Asset  shufflings  are  the  order  of  the  day.  Two  things  feed 
the  trend:  the  current  corporate  fashion  away  from  diver- 
sification and  toward  focusing  on  a  few  markets,  and  the 
giant  mergers  that  leave  newly  merged  companies  with 
divisions  that  no  longer  fit. 

AT&T  spinoff  Lucent  Technologies  debuts  in  this  year's 
ranking.  With  $24  billion  in  assets,  this  telecommunica- 
tions systems  and  software  firm  is  ranked  102.  It  did  not 
exist  as  an  independent  last  year. 

Meanwhile,  Aon  Corp.'s  assets  fell  from  $20  billion  to 
$14  billion  after  its  sale  of  two  insurance  underwriting 
companies  and  its  decision  to  focus  on  insurance  broker- 
age and  consulting  services.  Assets  fell  21%  at  Textron 
after  it  sold  off  its  aerospace  operations  and  its  insurance 
subsidiary.  Downsizing  at  Times  Mirror  improved  its  mar- 
ket value,  but  pushed  it  off  the  bottom  of  the  assets  list. 

Other  companies  moved  well  up  on  the  assets  list  by 
reason  of  major  acquisitions.  A  merger  with  Chemical 
Bank  made  Chase  Manhattan,  with  $336  billion  in 
assets,  America's  biggest  bank,  shading  Citicorp  and 
BankAmerica.  For  the  third  year  Fannie  Mae  has  more 
assets  than  any  other  U.S. -based  company.  Its  assets:  $351 
billion.  H 
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i 


Rank 

fo 

'96 

'95 

($mil) 

change 

1 

1 

Fannie  Mae 

351,041 

10.9  ; 

2 

2 

Chase  Manhattan 

336,099 

10.6  i 

3 

3 

Citicorp 

281,018 

9.4  i 

4 

b 

General  Electric 

272.402 

19.5  i 

C 

A 

4 

Ford  Motor 

262,867 

8.0  ; 

c 

D 

c 
0 

BankAmerica 

250,753 

7.9  : 

7 

7 

General  Motors 

222,142 

6.8 : 

8 

10 

JP  Morgan  &  Co 

222,026 

20.1  i 

9 

11 

Merrill  Lynch 

213,016 

20.4  i 

1  n 

1  0 

iz 

Morgan  Stanley 

196,446 

36.7  \ 

1 1 
1 1 

Q 

Salomon 

196,000 

4.0  ! 

1  0 

n 

y 

NationsBank 

185,794 

-0.8  i 

13 

13 

Federal  Home  Loan 

173,866 

26.7  i 

14 

18 

Travelers  Group 

151,067 

32.0  i 

15 

14 

American  IntI  Group 

148,431 

10.7  i 

1  C 

lb 

First  Union 

140,127 

6.3  \ 

n 
1  / 

1 Q 

Equitable  Cos 

128,811 

13.2  ; 

ifl 

10 

Id 

Lehman  Bros  Holding 

128,596 

11. b  : 

19 

21 

Bankers  Trust  NY 

120,235 

15.6  i 

20 

43 

Wells  Fargo 

108,888 

116.4  i 

21 

23 

ITT  Hartford  Group 

108,840 

16.0  \ 

00 

LL 

on 

American  Express 

108,512 

1.0  i 

01 

Li 

LI 

Bear  Stearns  Cos 

105,396 

22.5  : 

0>l 

1  7 
1/ 

n^MA  OLkiA^a.^  Linn 

First  Chicago  NBD 

104,619 

-14.2  : 

25 

25 

Banc  One 

101,848 

12.6  i 

26 

22 

Cigna 

98,932 

3.2  i 

27 

24 

Exxon 

95,527 

4.6  i 

zy 

Aetna 

92,913 

10.2  i 

OQ 

Zo 

Fleet  FinI  Group 

85,518 

1.3  : 

IBM 

81,132 

1.0  ; 

31 

32 

Norwest 

80,175 

11.1  1 

32 

33 

Allstate 

74,508 

6.4  i 

33 

31 

PNC  Bank 

73,260 

-0.2  i 

J4 

jb 

Lincoln  National 

71,713 

13.4  i 

o4 

Loews 

67,710 

4.1  : 

OR 

KeyCorp 

67,621 

1.9  : 

37 

37 

American  General 

66,254 

8.3  1 

38 

46 

Bank  of  Boston 

62,306 

31.5  \ 

39 

40 

Chrysler 

56,184 

4.5  1 

411 

Bank  of  New  York 

55,765 

3.8  ! 

41 

■ 

AT&T 

55,552 

1  1 

1.1  : 

Hi 

jy 

Philip  Morris  Cos 

54,871 

2.0  : 

43 

48 

PaineWebber  Group 

52,514 

15.0  \ 

i  44 

47 

SunTrust  Banks 

52,468 

12.9  i 

45 

51 

Republic  New  York 

52,299 

19.2  i 

:  •to 

■ 

National  City 

50,856 

0.6 ; 

■  4/ 

/to 

IIP  » ■ 

HF  Ahmanson 

49,902 

-1.2 

AQ 

A  ^ 

Transamerica 

49,875 

4.0 

i  49 

44 

Sallie  Mae 

47,630 

-4.7 

\  50 

49 

Wachovia 

46,905 

4.3 

:  51 

52 

Mobil 

46,408 

10.1 

;  52 

■ 

CoreStates  Financial 

45,494 

-1.1 

I  53 

■ 

Washington  Mutual 

44,552 

6.0 

:  54 

71 

Berkshire  Hathaway 

43,410 

45.0 

;  55 

50 

Great  Western  FinI 

42,875 

-3.8 

;  56 

54 

Mellon  Bank 

42,596 

4.8 

■  Not  ranked  in  1995. 
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Rank 

Pnmniinii 

l«Ulli|Jaliy 

Accetc 

/o 

'96 

'95 

($mil) 

change 

57 

55 

Dean  Witter  Discover 

42,414 

11.0 

58 

53 

Barnett  Banks 

41,231 

-0.8 

59 

60 

General  Re 

40,161 

11.7 

60 

56 

Wal-Mart  Stores 

39,501 

5.2 

61 

149 

Walt  Disney 

38,677 

153.2 

62 

c  o 

58 

GTE 

38,422 

3.8 

63 

57 

du  Pont  de  Nemours 

37,987 

1.8 

64 

62 

Golden  West  FinI 

37,731 

7.4 

65 

64 

First  Bank  System 

36,489 

7.7 

d6 

bo 

Sears,  Roebuck 

36,167 

9.2 

b/ 

Time  Warner 

35,064 

58.4 

CO 

bo 

bo 

Chevron 

34,854 

1.5 

69 

61 

Comerica 

34,206 

-3.6 

70 

68 

US  Bancorp 

33,260 

4.6 

71 

67 

BellSouth 

32,568 

2.2 

10 

70 

Amoco 

32,100 

7.6 

TO 
li 

0  1 

State  Street  Boston 

31,524 

22.3 

tA 

69 

RJR  Nabisco 

31,289 

-0.7 

75 

70 

Southern  Co 

30,292 

-0.9 

76 

74 

Household  IntI 

29,595 

1.3 

77 

129 

Lockheed  Martin 

29,422 

66.7 

70 
10 

1  1  c 

lib 

UnionBanCal 

29,234 

6.1 

79 

70 

10 

Providian 

28,993 

8.0 

on 

80 

lb 

Viacom 

28,800 

-0.8 

81 

88 

International  Paper 

28,252 

17.8 

82 

102 

Tele-Com-TCI 

28,160 

28.6 

83 

76 

Procter  &  Gamble 

28,120 

-0.3 

OA 

117 
11/ 

Union  Pacific 

27,914 

53.9 

on 
03 

7n 

/9 

Nynex 

27,659 

5.5 

86 

nn 

99 

Boeing 

27,254 

23.3 

87 

82 

Hewlett-Packard 

27,156 

5.4 

88 

85 

Texaco 

26,963 

8.1 

89 

80 

Xerox 

26,818 

3.3 

on 

90 

10/ 

SouthTrust 

26,223 

26.2 

91 

77 

PG&E 

26,130 

-2.7 

no 

92 

125 

SunAmerica 

25,988 

45.6 

93 

87 

Atlantic  Richfield 

25,715 

7.2 

94 

131 

Conseco 

25,613 

48.1 

95 

84 

Aflac 

25,023 

-1.2 

DC 

Sib 

Ob 

Bell  Atlantic 

24,856 

2.9 

87 

no 

92 

Dow  Chemical 

24,673 

4.6 

no 

98 

on 

o9 

Edison  International 

24,559 

2.6 

99 

83 

PepsiCo 

24,512 

-3.6 

100 

90 

Merck 

24,293 

1.9 

101 

96 

Motorola 

24,076 

5.6 

102 

■ 

Lucent  Technologies 

24,049 

21.9 

103  252 

U  S  West  Media 

23,878 

177.2 

104  130 

Intel 

23,735 

35.6 

105 

101 

Ameritech 

23,707 

8.0 

106 

100 

SBC  Communications 

23,449 

6.6 

107 

93 

Unicom 

23,388 

0.6 

108 

118 

MCI  Communication 

22,978 

19.1 

109 

97 

Entergy 

22,966 

3.1 

110 

122 

Crestar  Financial 

22,862 

24.9 

111 

104 

Summit  Bancorp 

22,668 

5.3 

112 

133 

JC  Penney 

22,088 

29.2 

Rank 

Pnmnsnv 

'96 

'95 

($mil) 

change 

113 

91 

First  of  America  Bk 

22,062 

-6.5  : 

114 

111 

Northern  Trust 

21,608 

8.4  I 

115 

105 

Texas  Utilities 

21,376 

-0.7  i 

lie 
lib 

1  1  0 

112 

Columbia/HCA 

21,272 

6.9  i 

in 
11  / 

1  no 
lUo 

Southern  National 

21,247 

3.7  i 

110 

lis 

1 1  n 
iiU 

Huntington  Bancshs 

20,852 

2.9  I 

119 

106 

American  Home  Prod 

20,833 

-2.5  : 

120 

114 

St  Paul  Cos 

20,681 

5.2  i 

121 

134 

Fifth  Third  Bancorp 

20,549 

20.5  ; 

1 00 

lis 

AMR 

20,149 

0.4  i 

1 00 
UO 

1  OA 

Johnson  &  Johnson 

20,010 

12.0  : 

1  tA 

lz4 

1  oc 

Westinghouse 

19,989 

1  n  0  * 
19.3  : 

125 

95 

Chubb 

19,939 

-13.3  i 

126 

120 

Safeco 

19,918 

6.1  i 

127 

306 

WorldCom 

19,862 

199.4  i 

1  00 
UO 

1  00 

Burlington  Santa  Fe 

19,846 

8.6  i 

1  00 

1  1  Q 

iiy 

Firstar 

19,767 

3.1  i 

ion 

1  07 

Allmerica  Financial 

18,998 

7.0  i 

131 

141 

Mercantile  Bancorp 

18,987 

19.2  i 

132 

172 

Regions  Financial 

18,930 

38.1  i 

133 

109 

Dime  Bancorp 

18,870 

-7.2  ! 

1  'iA 
1  J4 

1  OC 
LOO 

Caterpillar 

18,728 

11.3  i 

IOC 

izo 

AmSouth  Bancorp 

18,407 

3.8  ! 

■  IOC 
:  lob 

Lci 

WMX  Technologies 

18,367 

-1.8  I 

i  137 

94 

Textron 

18,235 

-21.3  i 

;  138 

126 

Occidental  Petroleum 

17,634 

-1.0  1 

:  139 

138 

Jefferson-Pilot 

17,562 

6.6  I 

:  I4U 

1  Q1 

lol 

MBNA 

17,035 

28.8  i 

:  141 

let; 
IbD 

CSX 

16,965 

1  o  o  • 

18.8  : 

:  14/ 

loU 

Sprint 

16,953 

12.4  i 

i  143 

132 

Pub  Svc  Enterprise 

16,915 

-1.5  i 

;  144 

137 

U  S  West  Commun 

16,915 

2.0  i 

i  145 

144 

Beneficial 

16,911 

7.8  i 

-  1  >IC 

:  14b 

lit 

140 

BanPonce 

16,764 

6.9  i 

'■  ^A^ 
■■  14* 

14U 

United  Technologies 

16,745 

4.9 

-  lylQ 
:  140 

1  AC 
140 

ReliaStar  Financial 

16,707 

7.7 

\  149 

143 

Pacific  Telesis 

16,608 

4.8  i 

i  150 

147 

McDonald's 

16,543 

11.0  i 

i  151 

151 

Coca-Cola 

16,161 

7.4  i 

*  ICO 

1  on 
loU 

Enron 

16,137 

21.9  : 

'■  1  RO 
:  I3J 

1/10 

American  Electric 

15,886 

-0.1  ; 

*  1 KA 
:  104 

1  7Q 
I/O 

Standard  Federal 

15,651 

17.9  ; 

i  155 

154 

UNUM 

15,468 

4.6  i 

:  158 

152 

PECO  Energy 

15,261 

2.0  : 

i  157 

206 

Union  Planters 

15,223 

35.0  i 

-  1  CO 
:  130 

IbU 

Deere  &  Co 

15,141 

4.8  i 

-  1 CQ 
:  139 

1  JO 

Glendale  Federal  Bk 

15,128 

3.3 

:  IbU 

American  FinI  Group 

15,074 

0.8  : 

1  161 

139 

Provident  Cos 

14,993 

-8.0  ! 

:  162 

170 

Dominion  Resources 

14,906 

7.2  i 

i  163 

177 

Marshall  &  llsley 

14,763 

10.6  i 

\  164 

184 

First  Security 

14,708 

12.8  i 

i  165 

169 

Bristol-Myers  Squibb 

14,685 

5.4  : 

i  166 

187 

Pfizer 

14,667 

15.2  i 

i  167 

167 

PacifiCorp 

14,635 

4.4  : 

!  168 

159 

Eastman  Kodak 

14,438 

-0.3  • 

WHAT'S  THE  BEST  WAY 
TO  TARGET  INDIVIDUAL 
INDUSTRIES? 


TRY  FIDELITY  SELECT 


PORTFOLIOS. 


FIDELITY  SECTOR  FUNDS:  YOU  PICK  THE  INDUSTRY,  WE'LL  PICK  THE  STOCKS 


you've  got  a  good  feeling  for  the  industry,  but  don't  have  the  time  or 
owth  potential  of  a  particular  resources  to  confirm  your  hunch, 


FIDELITY  SELECT  PORTFOLIOS' 


■  Consumer  Sector 

1  Year 

5  Year 

10  Year 

or  Life  of  Fund 

Consumer  Industries 

9.75% 

12.11% 

14.58%* 

Food  and  Agriculture 

9.95% 

12.96% 

17  70% 

Leisure 

10.00% 

16.11% 

14.31% 

Multimedia 

-1 .96% 

17.98% 

16.71% 

Retailing 

17.23% 

1 1 .46% 

16.42% 

Financial  Services  Sector 

Financial  Services 

28.15% 

25.02% 

15.34% 

Brokerage/Investment  Management 

35.47% 

16.81% 

10.99% 

Home  Finance 

32.77% 

33.27%, 

21.50% 

Insurance 

20.00% 

16.39% 

14.11% 

Regional  Banks 

31.81% 

26.20% 

20.58% 

Health  Care  Sector 

Health  Care 

12.00% 

10.90% 

19.43% 

Biotechnology 

2.44% 

2.45% 

16.73% 

Medical  Delivery 

7.67% 

9.34% 

17.91% 

Utilities  Sector 

Utilities  Growth 

8.02% 

10.84% 

11.58% 

Natural  Gas 

30.29% 

N/A 

1 1 .63%* 

Telecommunications 

2.24% 

15.65% 

17.52% 

Technology  Sector 

Technology 

12.34% 

20.22% 

16.05% 

Computers 

27.67% 

29.69% 

18.36% 

Developing  Communications 

11.11% 

18.32% 

20.55%* 

Electronics 

37.47% 

35.58% 

19.64% 

Software  and  Computer  Services 

18.11% 

25.55% 

19.89% 

Cyclicals  Sector 

Cyclical  Industries      New  Fund 

NEW 

NEW 

NEW 

Air  Transportation 

-1 .79% 

1 1 .33% 

9.51% 

Automotive 

12.59% 

16.39% 

13.80% 

Chemicals 

17.87% 

15.07% 

15.89% 

Construction  and  Housing 

9.82% 

13.52% 

12.25% 

Defense  and  Aerospace 

21.28% 

18.57% 

9.48% 

Environmental  Services 

12.14% 

4.63% 

5.94%* 

ndustrial  Equipment 

22.91% 

20.92% 

1 2.02% 

ndustrial  Materials 

10.59% 

13.50% 

10.99% 

'aper  and  Forest  Products 

3.85% 

13.93% 

9.76% 

Transportation 

6.22% 

1 5.26% 

13.69% 

Statural  Resources  Sector 

•"Jatural  Resources      New  Fund 

NEW 

NEW 

NEW 

American  Gold 

16.32% 

13.62% 

8.25% 

Energy 

28.50% 

12.74% 

10.96% 

Energy  Service 

44.61% 

20.71% 

10.83% 

'recious  Metals  and  Minerals 

2.26% 

10.07% 

6.01% 

December  1996  Average  Annual  Return^ 
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consider  Fidelity  Select  Portfolios. 
We  constantly  scrutinize  the 
market  for  the  most  promising 
opportunities  in  each  industry. 
Remember,  while  these  funds 
can  move  up  quickly,  they  can  fall 
just  as  fast:  Of  course,  you  may 
have  a  gain  or  loss  when  you  sell 
shares,  and  past  performance  is 
no  guarantee  of  future  results. 


CALL  FOR 
YOUR  FREE 
FIDELITY  SELECT 
FUND  KIT 

and  consider  these 
funds  for  your  IRA. 


1-800-544-0165 


www.fidelity.com 
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I  SERVICE:  1-800-544-01 18  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET.  NETWORK'^ 
lore  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money, 
tage  annual  total  returns  for  the  period  ending  12/31/96  are  historical  and  include  changes  in  share  pnce,  reinvestment  of  dividends  and  capital  gains,  and  the 
;  of  the  funds'  3%  sales  charge.  Share  prices  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  for  some  of  the  funds  dunng  the  penods  shown 
:  funds'  returns  would  have  been  lower.  'Because  stocks  in  a  sector  fund  tend  to  move  the  same  way,  sector  funds  typically  exhibit  higher  volatility  than  broadl) 
j-sified  mutual  funds  and  the  stock  market  as  a  whole.  If  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a 
nption  fee  equal  to  .75%  of  the  value  of  those  shares.  For  shares  held  30  days  or  longer,  the  redemption  fee  is  up  to  $7.50.  In  addition,  there  may  be  a  $7.50  fee 
Jach  exchange  out  of  a  Select  equity  fund.  *Life  of  Fund  as  of  fund  inception  date  for  Consumer  Industries  is  6/29/90,  6/29/90  for  Developing  Communications 
r89  for  Environmental  Services  and  4/21/93  for  Natural  Gas.  Fidelity  Distributors  Corporation.  FundsNetwork  is  a  service  provided  by  Fidelity  Brokerage  Services 
dember  NYSE,  SIPC.  2d>^9 168.001 


Rank 

Company 

Assets 

% 

'96  '95 

($mil) 

change 

: 169  186 

1  ihprtv  Finanri;il  Hn^ 

14,428 

13.2 

: 170  !57 

USF&G 

14,407 

-1.7 

\  171  194 

First  Data 

14,340 

17.4 

; 172  161 

Eli  Lilly 

14,307 

-0.7 

;  173  148 

Kmart 

14,286 

-7.2 

; 174  164 

Federated  Dept  Strs 

14,264 

-0.2 

i 175  168 

nnn^filiri;itprt  Frii^nn 

14,057 

0.8 

•  176  182 

R^nrnrn  H:4w;iii 

14,009 

6.1 

\  177  174 

Charter  One  Flnl 

13,905 

2.4 

: 178  216 

Charles  Schwab 

13,779 

30.6 

; 179  113 

Aon 

13,723 

-30.5 

: 180  179 

Weyerhaeuser 

13,596 

2.6 

:  181  200 

PhilliDs  Petroleum 

13,548 

13.1 

i  182  176 

Duke  Power 

13,470 

0.8 

i  183  173 

Alcoa 

13^450 

-1.4 

1 184  188 

Dayton  Hudson 

13,389 

6.5 

;  185  166 

Minn  Mining  &  Mfg 

13,364 

4.6 

; 186  171 

Central  &  So  West 

13,332 

-3.9 

: 187  156 

GreenPoint  Financial 

13,326 

-9.2 

: 192 

^;ir<]  Lpe 

13,099 

5.7 

\  189  195 

First  Tennessee  Natl 

13,059 

8.1 

; 190  183 

ConAgra 

12,955 

-1.7 

;  191  185 

Temple-Inland 

12,947 

1.4 

: 192  201 

First  Empire  State 

12,944 

8.3 

: 193  190 

AlllpflSicrn/il 

niiiwUwiciicii 

12,829 

2.9 

i  194  193 

(]Pnr(ria-P;)nifin 

UwUi          1  awiiiw 

12,818 

3.9 

; 195  244 

Microsoft 

12,786 

40.4 

; 196  203 

UAL 

12,677 

8.9 

: 197  198 

Old  Kent  Financial 

12,647 

5.4 

; 198  364 

Crown  Cork  &  Seal 

12,590 

149.2 

: 199  229 

Equitable  of  Iowa 

12,570 

28.5 

200  218 

Williams  Cos 

12,419 

18.3 

201  202 

Houston  Industries 

12,288 

4.0 

202  191 

FPL  Group 

12,219 

-1.9 

203  189 

Long  Island  Lighting 

12,210 

-2.2 

204  233 

Comcast 

12,089 

26.2 

205  199 

Delta  Air  Lines 

12,026 

0.2 

206  205 

Kimberly-Clark 

11,846 

3.6 

207  220 

Compass  Bancshares 

11,814 

15.1 

208  208 

Signet  Banking 

11,720 

6.8 

209  219 

McDonnell  Douglas 

11,631 

11.1 

210  212 

Coastal 

11,613 

9.0 

211  263 

Tenet  Healthcare 

11,497 

41.2 

212  209 

Norfolk  Southern 

11,415 

4.7 

213  245 

Coca-Cola  Enterprise 

11,234 

23.9 

214  ■ 

Electronic  Data  Sys 

11,193 

3.3 

215  215 

Monsanto 

11,191 

5.5 

216  204 

Pharmacia  &  Upjohn 

11,173 

-2.5 

217  230 

Raytheon 

11,136 

13.2 

218  240 

Abbott  Laboratories 

11,126 

18.2 

219  ■ 

Bank  United 

11,060 

-4.6 

220  214 

Archer  Daniels 

11,017 

3  5 

221  207 

DTE  Energy 

11,015 

-1.0 

222  226 

GPU 

10,941 

10.9 

223  217 

Northeast  Utilities 

10,748 

1.9 

224  231 

Emerson  Electric 

10,696 

9.9 

■  Not  ranked  in  1995.  NA:  Not  available. 
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Rank 

Company 

Assets 

% 

'96  '95 

(iniil) 

change 

i  225  224 

Reliance  Group 

10.591 

>6.0 

i  226  210 

Central  Fidelity  Bks 

10.540 

-2.5 

i  227  269 

Compaq  Computer 

10,526 

34.6 

:  228  227 

Anheuser-Busch  Cos 

10,464 

6.4 

:229  ■ 

Gillette 

10,435 

16.7 

;  230  232 

First  American 

10,399 

7.4 

;  231  213 

Centerior  Energy 

10,210 

-4.1 

:  232  284 

First  USA 

10,206 

39,3 

\  233  222 

USX-Marathon 

10,151 

0,4 

'■■  234  242 

Western  National 

10.096 

8.4 

:  235  235 

Star  Banc 

10,094 

5.4 

;  236  221 

May  Dept  Stores 

10,059 

7.4 

\  237  236 

Champion  IntI 

9,820 

2.9 

238  241 

Torchmark 

9,801 

4.7 

■  239  234 

Commerce  Bancshs 

9,698 

1.3 

:240  ■ 

Rockwell  IntI 

9,675 

NA 

241  228 

Goodyear 

9,672 

-1.2 

242  223 

Digital  Equipment 

9,645 

-3.7 

243  237 

PP&L  Resources 

9,636 

1.5 

244  265 

American  Brands 

9,504 

18.5 

245  264 

Sovereign  Bancorp 

9,433 

16.8 

246  350 

Northrop  Grumman 

9,422 

72.7 

247  238 

Niagara  Mohawk  Pwr 

9,402 

-0.8 

248  243 

Texas  Instruments 

9,360 

1.6 

249  283 

Home  Depot 

9,342 

27.0 

250  289 

Hibernia 

9,307 

29.3 

251  250 

in 

9,275 

6.7 

252  253 

First  Commerce 

9,190 

7.7 

253  225 

Unocal 

9,123 

-7.8 

254  251 

HJ  Heinz 

9,092 

5.5 

255  248 

Ohio  Edison 

8,965 

1.6 

256  254 

Toys  'R'  Us 

8,922 

5.7 

257  275 

Service  Corp  IntI 

8,870 

15.7 

258  261 

Cinergy 

8,849 

7.6 

259  247 

Rhone-Poulenc  Rorer 

8,768 

-2.4 

260  ■ 

El  Paso  Energy 

8,712 

243.7 

261  258 

Coast  Savings  FinI 

8,705 

5.5 

262  262 

CMS  Energy 

8,615 

5.8 

263  267 

Synovus  FinI 

8,612 

8.6 

264  278 

PanEnergy 

8,568 

12.3 

265  285 

MBIA 

8,562 

17.8 

266  257 

Baltimore  G&E 

8.551 

2.8 

267  337 

AirTouch  Commun 

8,524 

50.9 

268  256 

Northwest  Airlines 

8,512 

1.2 

269  255 

Conrail 

8,402 

-0.3 

270  259 

Carolina  Power  &  Lt 

8,369 

1.7 

271  288 

Protective  Life 

8,263 

14.3 

272  260 

First  Virginia  Banks 

8,236 

0.2 

273  268 

Pitney  Bowes 

8.156 

4.0 

274  249 

Countrywide  Credit 

8,139 

-6.0 

275  281 

First  Citizens  Bcshs 

8.056 

9.1 

276  271 

Whirlpool 

8,015 

2,8 

277  279 

First  Hawaiian 

8,002 

5,8 

278  290 

American  Natl  Ins 

7,989 

11.9 

279  276 

Colgate-Palmolive 

7,902 

3.4 

Rank 

Company 

Assets 

% 

{$mil) 

change 

280  282 

American  Stores 

7,881 

7.0 

281  266 

USLife 

7,880 

-0.5 

282  280 

CPC  International 

7,874 

5.0  ■ 

283  246 

Roosevelt  FinI  Group 

7,796 

-13.5 

284  272 

Amerada  Hess 

7,784 

0.4 

; 285  274 

John  Alden  Financial 

7,669 

-0.4 

286  297 

People's  Bank 

7,645 

11.4 

287  ■ 

Baxter  International 

7,596 

11.4 

288  ■ 

Tenneco 

7,587 

19.1 

289  ■ 

Hilton  Hotels 

7,577 

147.6 

290  435 

Praxair 

7,538 

82.3 

291  296 

US  Airways  Group 

7,531 

8.3 

292  293 

Finova  Group 

7,527 

7.0 

293  273 

Reynolds  Metals 

7,516 

-2.9 

294  277 

Browning-Ferris  Inds 

7,507 

-1.7 

295  299 

Federal  Express 

7,363 

10.0 

296  294 

Ashland 

7,362 

4.6 

297  326 

Air  Prods  &  Chems 

7,317 

21.3 

298  301 

Astoria  Financial 

7,273 

9.9 

299  323 

Warner-Lambert 

7,197 

18.0 

300  287 

TCF  Financial 

7,091 

-2.1 

301  322 

Cincinnati  Financial 

7,046 

15.3 

302  304 

Campbell  Soup 

7,005 

6.5 

303  295 

Pinnacle  West 

6,989 

-0.1 

304  292 

Unisys 

6,967 

-2.1 

305  321 

First  Natl  Nebraska 

6,912 

13.1 

306  291 

Potomac  Electric 

6,892 

-3.2 

307  298 

Union  Electric 

6.871 

1.7 

308  302 

Commercial  Federal 

6,868 

4.2 

309  317 

United  Healthcare 

6,851 

11.2 

310  318 

Provident  Bncp 

6,829 

10.1 

311  319 

Cyprus  Amax  Mineral 

6,786 

9.5 

312  303 

Old  Republic  IntI 

6,656 

1.0 

313  346 

Western  Resources 

6,648 

21.1 

314  311 

Mercantile  Bkshs 

6,643 

4.6 

315  316 

No  States  Power 

6,637 

6.6 

316  309 

Allegheny  Power 

6,619 

2.7 

317  385 

Johnson  Controls 

6,615 

35.4 

318  307 

USX-US  Steel 

6,580 

0.9 

319  315 

Union  Carbide 

6,546 

4.6 

320  286 

James  River  Corp  Va 

6,542 

-9.9 

321  314 

UMB  Financial 

6,512 

3.7 

322  338 

Zions  Bancorp 

6,485 

15.4 

323  300 

TIG  Holdings 

6,476 

-3.1 

324  349 

Nextel  Commun 

6,472 

16.7 

325  ■ 

Capital  One  Financial 

5,467 

35.9 

326  320 

PPG  Industries 

6,441 

4.0 

327  327 

Deposit  Guaranty 

6,383 

5.9 

328  308 

Gannett 

6,350 

-2.4 

329  310 

Stone  Container 

6,326 

-1.1 

330  359 

Centura  Banks 

6,294 

18.2  ; 

331  358 

Progressive 

6,184 

15.5  i 

332  336 

Dana 

6,160 

8.2  1 

333  352 

Owens-Illinois 

6,105 

12.2  ; 

334  334 

PHH 

6,070 

5.7  ! 

335  348 

Case 

6,059 

10.8  i 

Forbes  ■  April  21,  1997 


INTERNATIONAL  FUNDS:  2/3  OF  ALL  INVESTMENT  OPPORTUNITIES  ARE  OUTSIDE  THE  U.S. 


YOU  SEE  OPPORTUNITY  IN 
ASIA  AND  IN  EUROPE. 
FIDELITY  HAS  ONE  FOOT  FIRMLY 
IN  EACH.  WHO  BETTER  TO  HELP 
YOU  WITH  THE  NEXT  STEP? 


You've  decided  the  time  is  right 
to  go  overseas.  But  where?  How? 
Let  Fidelity  cover  the  world  for  you. 
Many  of  our  440  investment  profes- 
sionals live  and  work  in  the  regions 
they  cover.  They  visit  the  compa- 
nies, meet  with  local  officials  -  and 


use  that  firsthand  information  to 
individually  select  ever)'  security 
for  our  funds.  Fidelity  offers  20 
international  funds;  6  broadly 
diversified,  14  which  target  specific 
regions  or  countries.  Remember, 
foreign  investments  involve  greater 


economic,  political,  and  currency 
fluctuation  risks,  which  may  be 
further  magnified  in  emerging 
markets.  Of  course,  past  perfor- 
mance is  no  guarantee  of  future 
results,  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares. 


SELECTION  OF  FIDELITY'S  INTERNATIONAL  FUNDS 

Dec.  '96  Average  Annual  Returns^          1  Year           5  Year             10  Year 

(or  Life  of  Fund) 

Diversified  International  Fund 

20.02% 

11.01% 

11.10%* 

Worldwide  Fund 

18.72% 

1 3.70% 

9.54%* 

Europe  Fund 

21.86% 

1 3.78% 

11.80% 

Hong  Kong  and  China  Fund 

36.76% 

33.47%* 

Latin  America  Fund 

26.80% 

7.76%* 

Nordic  Fund 

37.44% 

29.55%* 

CALL  FOR  YOUR  FREE 
INTERNATIONAL  |  ^ 
FUND  KITS 

and  consider 
these  funds 
for  your  IRA. 


1-800-544-0109 


www.ficlelity.com 


Fidelity 
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Investments' 


NETWORK' 

TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

'Avg.  annual  total  returns  for  the  penod  ending  12/31/96  are  historical  and  include  changes  in  share  pnce  and  reinvestment  of  dividends  and  capital  gains,  and  the 
effect  of  the  fund's  3%  sales  charge  for  ail  funds  listed  except  Diversihed  International  and  Worldwide,  which  do  not  have  sales  charges,  Europe  Fund  has  a 
redemption  fee  of  1.0%  on  shares  held  less  than  90  days.  Hong  Kong  and  China,  Latin  America,  and  Nordic  Funds  have  a  redemption  fee  of  15%  on  shares  held  less 
than  90  days.  Share  pnces  and  returns  will  vary.  *Life  of  Fund  as  of  fund  inception  date  for  Diversified  International  is  12/27/91,  5/30/90  for  Worldwide,  11/1/95 
for  Hong  Kong  and  China,  4/19/93  for  Latin  America,  and  11/1/95  for  Nordic.  Fidelity  Distnbutors  Corporation.  FundsNetwork  is  a  service  provided  by  Fidelity 
Brokerage  Services,  Inc.  Member  NYSE,  SIPC  2dy27047.001 


Rank 

Company 

Assets 

% 

'96  '95 

($niil) 

change 

■  IOC  ooc 
:  336  000 

Computer  Associates 

6,041 

00  7 

:  33/  ilj 

Columbia  Gas  System 

6,005 

n  Q 

-u.y  : 

Consol  Natural  Gas 

10  7  • 

W.I 

'■  339  '??4 

•   www  \JL.*7 

Cnnnpr  InriiKtrip^ 

5,950 

-1.9  i 

\  340  361 

Dauphin  Deposit 

5,948 

12.3  i 

i  341  340 

Hawaiian  Electric 

5,936 

5.9  i 

TDU/ 
IKW 

C  QQQ 

3,oyy 

\}.l  . 

•  o>io  "jcn 

Ambac 

D,o/b 

10  7  ■ 

:  344  003 

Washington  Federal 

5,009 

01  0 

:  345  379 

Kroger 

5,825 

15.5  i 

1  346  377 

Comdisco 

5,798 

14.6  \ 

:  347  343 

Cox  Communications 

5,785 

4.1  i 

:  J40  000 

Long  Island  Bancorp 

7^0 

IK  7  : 
ID./ 

:  o4S  498 

North  Fork  Bancorp 

C  7C  1 

b,/51 

7/1  1 
/4.1  : 

1 350  ■ 

Seagate  Technology 

C  7  1  C 

5,/16 

MA 

: 351  339 

lllinnva 

5,713 

1.8  1 

\  352  347 

First  Financial 

5,700 

4.2  i 

i  353  329 

Ryder  System 

5,645 

^.2  i 

•  oc>i  oi;i 
:  o34  Jul 

II  n  J 

Ingersoll-Rand 

C  CO*) 
0,0£.C 

i.U  : 

•  OCR  vino 

Advanta 

0,304 

O'i  /I 

ilA  ■■ 

:  030  ODD 

Wilmington  Trust 

L  tic  A 

3,304 

0  C 

O.b  : 

.    WW  f      0\J  U 

Oil  I  cna  J 

5,545 

6.8  : 

\  358  380 

Collective  Bncp 

5,544 

10.2  i 

;  359  357 

First  Commercial 

 — ' 

5,531 

3.2  1 

:  obU  oo4 

Costco  Cos 

C  C  0  1 

5,521 

10  1 

12.1  : 

•  0C1  Q7C 
:  00 1  0/0 

Honeywell 

i;  ACi7 
3,430 

0.0  : 

•  OCO  771 
:  iOi  OOl 

ITT  Industries 

3,431 

C  K  ' 
— D.O  : 

:  363  382 

•    WUu  \J\JL. 

fAnQn/t  Grniin 

ifiaciici  uiuuu 

5.459 

10.3  ! 

\  364  342 

OnBancorp 

5,418 

-2.7  ! 

i  365  355 

LTV 

5,411 

0.6  i 

-  OCC  H 
:  ODD  ■ 

Peoples  Heritage  Finl 

c  T  no 

b,o9o 

7C  0 

•  OCT  Af\1 
:  00/  4U1 

Schering-Plough 

c  ono 

5,o9o 

1  C  7 

10./  : 

■  OCD  Q70 

:  000  ill 

CCB  Financial 

5,384 

0.0  : 

i  369  392 

Old  National  Bncp 

5,367 

11.3  i 

\  370  374 

Alltel 

5.359 

5.6  i 

i  371  333 

Florida  Progress 

5,348 

-7.6  1 

■  OTO  07Q 
:  ili  0/0 

taton 

5,307 

b.U  : 

■  010   /I  1  7 

:  0/0  41 / 

Paccar 

3,^:33 

on  7 

:  0/4  ■ 

MOD 

Nun 

5,280 

n  c 
U.O  : 

:  375  305 

Apple  Computer 

5,272 

-19.5  1 

^  376  388 

Eastman  Chemical 

5.266 

8.5  \ 

!  377  373 

Keystone  Finl 

5.231 

3.1  : 

:  O/o  041 

rirstmerit 

5.228 

-6.6  : 

•  070  ICC 
:  0/9  ODD 

New  England  Electric 

5,223 

O.b  : 

•  ODn  7Q7 
:  OOU  030 

Continental  Airlines 

c  one 

5,206 

O.U  : 

;  381  402 

Downey  Financial 

5,198 

11.6  i 

\  382  474 

Tyco  International 

5,198 

46.1  \ 

i  383  381 

Trustmark 

5,194 

4.0  1 

■  QDil  OCQ 
:  oo4  obo 

Pacific  Enterprises 

5,186 

1  A 

-1.4  : 

:  000  Oby 

Leucadia  National 

5,168 

0.6  : 

:  Job  o44 

Black  &  Decker 

5,154 

7  1 

-7.1  : 

■  007  AlC 
:  00/  4/D 

nosi  mari  ion 

C  ICO 

3,132 

44.0  : 

! 388  456 

Thermo  Electron 

5,141 

37.3  i 

i  389  398 

Riggs  National 

5,135 

8.5  i 

: 390  335 

Bethlehem  Steel 

5,110 

-10.4  ; 

■  Not  tanked  in  1995.  NA;  Not  available. 
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'96  '95 
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change 

5  096 

5!3 

.  09£  H4U 

Marrintt  IntI 

5  075 

26.3 

.  393  405 

Dresser  Industries 

5,069 

9.6 

'  394  396 

Dillard  Dept  Stores 

5,060 

5.9 

395  370 

New  York  State  E&G 

5,060 

-1.1 

396  415 

Kellogg 

5,050 

14.4 

Fuproct  Rpinciimnrp 

LVCI  Col  nCllloUl  OIIUC 

■i  fl^9 

7.7 

030  JU/ 

J,U£  0 

-3.1 

399  425 

FMC 

4,990 

16.0 

400  387 

Sumitomo  Bank  Calif 

4,974 

2.4 

401  395 

Ralston  Purina 

4,962 

3.2 

402  418 

Mead 

4,959 

13.4 

403  467 

NIKE 

4,945 

35.7 

404  430 

niillpn/Frn^t  Rsnkpr^ 

4,888 

16.4 

405  394 

Unitrin 

4,871 

1.1 

406  458 

Colonial  BancGroup 

4,870 

30.7 

407  354 

RR  Donnelley  &  Sons 

4,849 

-10.0 

408  ■ 

PennCorp  Financial 

4,834 

53.5 

409  404 

Phelns  Dodffe 

4,816 

3.7 

410  407 

Wi^rnn^in  Fnpr<rv 

fflobUIISIII  I.IICI  gj 

4  811 

5.5 

411  471 

Illinois  Tool  Works 

4,806 

31.1 

412  427 

Interpublic  Group 

4,765 

11.9 

413  408 

Scana 

4,759 

5.0 

414  375 

Navistar  IntI 

4,757 

-6.1 

415  438 

GATX 

17.5 

416  490 

Willsmpttp  Inri^ 

It  1  liaillb  Kb  IIIUO 

4,721 

38.3 

417  434 

Albertson's 

4,715 

14.0 

418  403 

Boise  Cascade 

4,711 

1.2 

419  447 

UtiliCorp  United 

4,705 

21.1 

420  406 

Valley  Natl  Bancorp 

4,687 

2.2 

421  411 

AMP 

4,686 

4.0 

422  400 

Enova 

4  fi49 

-0.5 

423  ■ 

WR  Grace 

4,648 

2.4 

424  414 

DQE 

4,639 

4.0 

425  429 

BOK  Financial 

4,621 

9.4 

426  424 

Westvaco 

4,587 

6.6 

427  419 

Piihtir  ^prvirp  Hnln 

4  573 

5.0 

428  ■ 

4  "iTO 

93.2 

429  420 

Supervalu 

4,566 

5.2 

430  410 

MidAmerican  Energy 

4,559 

0.8 

431  421 

Marsh  &  McLennan 

4,545 

5.0 

432  461 

McKesson 

4,532 

23.3 

433  444 

niti7Pn<w  lltilitip^ 

4,523 

15.4 

434  436 

AUpo'hnnv 

nllCgllaliy 

H,  JU  1 

9.2 

435  454 

United  Carolina  Bcsh 

4,488 

18.5 

436  465 

Halliburton 

4,437 

21.7 

437  477 

Lowe's  Cos 

4,435 

24.7 

438  ■ 

Ultramar  Diamond 

4,420 

4.8 

439  459 

A^^nri^itpfl  R/inr-nnrn 

4,419 

19.5 

440  391 

fliinkpr  n;it<: 

H,  J 

-4.9 

441  449 

Life  USA  Holdino 

Liic  uon  nuiuiiig 

4  ?87 

H,  JO  / 

13.4 

442  446 

Transatlantic  Holding 

4,379 

12.3 

443  ■ 

IKON  Office  Solutions 

4,377 

15.3 

444  412 

Tyson  Foods 

4,364 

-3.0 

445  437 

St  Paul  Bancorp 

4,357 

5.8 

I 
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Assets 

% 

'96  '95 

($mil) 

change 

446  ■ 

Corninff 

4  321 

13.8 

447  431 

Burlington  Resources 

4,316 

3.6 

448  413 

Fremont  General 

4,308 

-3.8 

449  441 

Nipsco  Industries 

4,274 

6.9 

450  450 

One  Valley  Bancorp 

4,267 

10.6 

451  432 

City  National 

4,216 

1.4 

452  486 

TpIp  &  n;it;i  *sv^tpm^ 

ICIV  01  ua\o  Ojdicillo 

M ,  CU  1 

21.1 

453  460 

N^tl  Cnmniprrp  Rnrn 

H,iUU 

13.7 

454  ■ 

NGC 

4,194 

123.6 

455  433 

FIrstFed  Financial 

4,144 

0.1 

456  ■ 

HFS 

4,137 

254.8 

457  423 

Pennzoil 

4,124 

^.3 

458  457 

Aiitnm^tir  Rst/i 

4  124 

10.6 

459  422 

A^^rnn 

noci wu 

4  120 

-4.8 

460  362 

Limited 

4,120 

-21.8 

461  469 

CNB  Bancshares 

4,118 

13.5 

462  451 

Maxxam 

4,116 

7.4 

463  470 

WR  Berkley 

4,073 

12.6 

464  468 

Minrnn  Tpnhnnlnw 

4,064 

11.6 

465  478 

Rmninnm  Grniin 

4,056 

15.0 

466  426 

Fleming  Cos 

4,055 

-5.6 

467  491 

American  Water  Work 

4,032 

18.5 

468  462 

NorAm  Energy 

4,017 

9.6 

469  448 

RCSB  Financial 

4,014 

3.7 

470  481 

Gpnpral  Milk 

3,988 

16.1 

471  482 

Walgreen 

3,949 

12.5 

472  445 

Rohm  and  Haas 

3,933 

0.4 

473  ■ 

Webster  Financial 

3,918 

21.7 

474  ■ 

Owens  Corning 

3,913 

20.0 

475  442 

Ohio  Casualty 

3,890 

-2.3 

476  ■ 

Sun  Mirrn^v^tpm^ 

3,867 

18.3 

477  472 

Frppnnrt  Cnnnpr 

3,866 

7.9 

478  463 

Horace  Mann 

3,861 

5.4 

479  ■ 

Lear 

3,817 

24.7 

480  ■ 

Green  Tree  Financial 

3,792 

59.1 

481  ■ 

Applied  Materials 

3,778 

16.5 

482  ■ 

Rpniihlir  InriiKtrip^ 

3,776 

33.4 

483  483 

Sonat 

3,775 

7.5 

484  ■ 

Whitney  Holding 

3,775 

19.8 

485  494 

Fulton  Financial 

3,745 

14.6 

486  ■ 

Oracle 

3,740 

35.4 

487  497 

Quick  &  Reilly  Group 

3,732 

12.7 

488  466 

Bn^tnn  Fril^nn 

3,729 

2.3 

489  ■ 

Southwest  Airlines 

3,723 

14.4 

490  455 

Masco 

3,702 

-2.0 

491  ■ 

Tribune 

3,701 

12.5 

492  ■ 

Security  Capital 

3,658 

10.8 

493  ■ 

Union  Pacific  Res 

3,649 

10.3 

494  ■ 

•  Rnii^p 

nuuoc 

3,643 

22.0 

495  ■ 

McGraw-Hill  Cos 

3,642 

17.3 

496  ■ 

MCN  Enprov  Grniin 

3,633 

25.3 

497  ■ 

AES 

3,622 

56.0 

498  499 

BancorpSouth 

3,617 

9.5 

499  464 

Ogden 

3,598 

-1.5 

500  492 

Fluor 

3,591 

5.7 
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LOS  ANGELES  •   NEW  YORK  •  SAN   FRANCISCO  •  HONOLULU   •  SEATTLE  •  DETROIT  •   SEOUL  •   PUSAN  •  CH£JU% 


The  wine  we  serve 


IS  WELL  AGED. 


The  planes  we  fly 


ARE  NOT. 


Please,  sit  back  and  relax  in  the  comfort  of  our  First  or  Business  class 
seats.  Enjoy  the  fine  wine  we  serve.  The  no-smoking  environment. 
And  take  comfort  in  the  fact  that,  of  the  world's  largest  international 
airlines,  you're  aboard  the  one  with  the  youngest,  most  modern 
fleet  in  the  air  And  that  means  outstanding  reliability  and  safety. 
Every  time  you  fly  to  Korea  and  beyond.  But  only  if  you  fly  Asiana. 


Asiana  Airlines 

The  Jewel  o/ Asia. 


•  SYDNEY  •  CAIRNS  •  GUAM  •  SAIPAN     •  CHANGCHUN  •  GUANGZHOU  •  BEIJING  •  SHANGHAI     •  MANILA  •  SINGAPORE  • 


DVD  technology.  The  possibilities  are  endless. 
And  that's  just  the  beginning. 


Panasonic  DVD  technology  is  tlie  resource  of  the  future  that  will  start 
improving  life,  today.  And  we've  only  begun  to  explore  all  its  possibilities. 

At  first  glance,  DVD  might  appear  to  be  a  cutting-edge  entertainment 
technology  -  bringing  movies  and  interactive  educational  programs  home  in 
a  way  never  before  possible.  But  take  a  glimpse  into  the  future  and  what 
you'll  see  is  that  DVD  is  much  more.  It  will  be  a  business  partner  that  puts 
millions  of  facts  at  your  fingertips.  A  legal  assistant  that  can  search  through 
hundreds  of  law  books  in  seconds.  Or  a  teaching  tool  that  can  give  students 
individualized  remedial  lessons.  DVD  discs  are  the  size  and  shape  of 
CD-ROMs,  but  far  more  powerful.  With  a  massive  capacity  of  up  to  17  giga- 
bytes and  a  data  transfer  rate  of  nearly  10  megabits  per  second,  DVD  players, 
DVD  ROM  and  DVD  RAM  will  be  the  essential  tools  of  the  information  age. 

And  Panasonic,  through  its  parent  company,  Matsushita  Electric,  has 
created  technologies  that  give  DVD  its  power.  The  most  powerful  DVD 
disc  will  be  dual-sided  and  dual-layered.  This  technique  takes  the  original 
DVD  concept,  with  an  already  impressive  4.7  gigabytes,  and  potentially 
expands  it  to  17.  All  this  is  possible  thanks  to  the  ultra-precise  UV  disc 
bonding  technology  and  dual-focus  Holographic  lens  created  by  Matsushita. 

Panasonic  has  been  involved  with  DVD  technology  every  step  of  the 
way.  Even  before  it  was  called  DVD.  Today,  Panasonic  has  U.S.  facilities  to 
help  businesses  with  digital  video  and  audio  compression,  DVD  program 
authoring,  mastering,  even  disc  manufacturing.  So,  no  one  is  better  prepared 
to  help  companies  enter  the  DVD  age. 

DVD  technology  will  change  the  movie,  music,  publishing,  and  computer 
industries,  simultaneously.  It  will  help  business,  research  and  education  solve 
complex  problems.  Or  simply  let  people  enjoy  feature  films  with  extraordinary 
CD-quality  sound,  a  choice  of  8  different  language  sound  tracks  and  32 
subtitles.  The  possibilities  are  endless.  And  that's  just  the  beginning. 


Panasonic 

IVIatsushita  Electric 


Market 
value 


■   ■ '  ■ 

Of  the  500 

American  - 

corporations 

most  prized 

by  Wal  Street, 

45  are  in 

the  computer  - 

industry. 

By  John  H.  Christy 

The  best  and  worst  performers 

Losers 

Winners 

-53%  ■[^^^^^^^^^■^^Q 

Digital  Equipment 

Republic  Industries  V 

-47%  ^/Kt/I^^^^^^^^^^k 

BayNetworks 

Conseco 

-38%  BfHHH^^^Q 

Emerson  Electric 

Allegheny  Teledyne 

-35%  ■H||HHH|^^^ 

Hercules 

'  Dell  Computer  , 

-34%  H^HH 

Novell 

USA  Waste  Services  ,  ' 

Republic  Industries—which  is  in  the  business  of 
consolidating  fragmented  businesses  like  auto 
dealerships— makes  its  first  appearance  on  tho 
Market  Value  500.  Novell  Is  one  exception  to  the 
strong  ^2'month  performance  of  comput«t  stocks. 


Peruse  this  list  and  ponder  the  intense  competitiveness 
within  the  U.S.  economy.  When  the  first  Forbes  500 
directory  appeared,  in  1969,  Intel  was  ten  months  old 
and  Bill  Gates  13  years  old.  Today  the  combined  market 
value  of  Microsoft  and  Intel  is  $230  billion,  and  these 
young  companies  rank  fourth  and  fifth,  respectively,  on 
the  Forbes  Market  Value  500. 

On  the  1969  list,  IBM  was  in  the  top  spot,  with  a  market 
value  of  $36  bUhon,  and  it  seemed  unshakably  ensconced 
in  its  top  position.  It  now  ranks  tenth.  Adjusted  for  infla- 
tion, IBM  shareholders  have  lost  money  over  these  28  years. 

Eastman  Kodak  was  number  five  in  1969.  Now:  48th. 
Xerox  was  11th.  Now:  73rd.  Quite  clearly,  investing  in 
the  top  companies  as  ranked  by  market  value  is  a  dicey 
strategy.  Yet  Exxon,  in  the  4th  spot  then,  is  now  third. 
The  mighty  frequendy  fall,  but  not  always. 

In  1969  Wal-Mart  was  still  being  incorporated.  Wal- 
Mart  is  now  the  1 1th  most  valuable  company  in  America, 
with  a  market  capitalization  of  $66  billion.  In  1969 
Coca-Cola  was  way  down  m  the  19th  spot.  Today  it's  sec- 
ond. Where  will  they  be  a  decade  hence.>  Frankly,  we 
haven't  a  clue,  and  that's  what  makes  American  business 
so  darned  fascinating.  H 
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Rank  Company 


Market  value  % 


'96 

'95 

($mil) 

change 

;  1 

1 

General  Electric 

:  169,388 

34.2 

\  2 

2 

Coca-Cola 

:  147,573 

45.9 

3 

4 

Exxon 

:  125,567 

28.0 

4 

10 

Mirrncnft 

1 18  fin? 

i; 
J 

1 J 

Intpl 

IIIICI 

in  iQf^ 

114  9 

R 
u 

e. 

u 

1  fifi  fi^^ 

1UD,UJ0 

1Q  7 

!  7 

5 

Philip  Morris  Cos 

104,591 

32.2  • 

\  8 

11 

Procter  &  Gamble 

85,443 

49.7  \ 

9 

9 

Johnson  &  Johnson 

77,118 

26.7  i 

:  10 

8 

IBM 

72  959 

11  1  '■■ 

:  ]] 

12 

ffCII  liicll  I  OIUI  Co 

U  J,0  J  J 

LIAJ 

:  1? 
1  c 

17 

rill  Pnnt  rip  Npmniirc 
uu  ruiii  uc  iiciiiuui o 

U  J,  JHU 

\  13 

21 

Bristol-Myers  Squibb 

62,197 

45.7  i 

1  14 

23 

Pfizer 

58,776 

46.7  i 

:  15 

20 

American  IntI  Group 

58,628 

34.2  : 

1  V 

H 

AT&T 

J  /  ,00  / 

NA  : 
lin 

■  17 

13 

56  271 

ins  ! 

?4 

Pitirnrn 

JO,U  /  J 

i  19 

18 

Mobil 

51,391 

16.3  i 

\  20 

16 

Walt  Disney 

50,466 

7.3  i 

;  21 

7 

General  Motors 

49,592* 

10.4  : 

■  22 

14 

Ppncinn 
r  c|joiuu 

48  (188 

_?  9  ■ 

i  O-i 

31 

Eli  Lilly 

4fi  HQ 

17  fi  : 
J/  .D  : 

\  24 

19 

Rprk<:hirp  Hathswsu 
oci  noiiii  c  naiiiavvaj 

4S  461 

3  fi  : 

i  25 

■ 

Gillette 

45,291 

95.9  1 

i  26 

33 

Abbott  Laboratories 

44,821 

39.1  1 

i  27 

28 

Chevron 

44,013 

22.9  i 

:  28 

26 

Rpll^niith 

43  976 

99  0  i 

:  29 

22 

GTE 

43  847 

8  1  ^ 

wU 

29 

Amnrn 

4'^  'il? 

94  8  ^ 

i  31 

36 

Chase  Manhattan 

43,243 

41.0  i 

i  32 

30 

Fannie  Mae 

40,994 

19.7  i 

:  33 

35 

American  Home  Prod 

40,399 

30.6  : 

34 

40 

RnnkAmprir^ 

uaimnMici  loa 

40,157 

49.5  i 

35 

25 

FnrrI  Mntnr 

38,165 

1  3  : 

36 

42 

Minn  Mininor  16  Mfo 

ITIIIIII  ITIIIIIIIg  01  ITIIg 

37,411 

40.7  1 

37 

38 

Boeing 

37,135 

33.3  i 

38 

37 

Ameritech 

34,164 

13.4  i 

on 

39 

r  7 

Travelers  Group 

0/1  1/17 

34,14/ 

71  0 

40 

1  iirpnt  Tprhnnlnoipc 

J  J,  JUO 

NA  i 

41 

JU 

NatinncRanIc 

llallUlloDdlllV 

JO,  /  UH 

fifi  4  : 
uu.t 

47 
*t£ 

41 

43 

34 

SBC  Communications 

33,295 

6.9  i 

44 

32 

Motorola 

32,785 

-4).3  i 

45 

27 

McDonald's 

30,787 

-14.1  i 

46 

4fi 

Amprirsn  Pvnrpcc 

nlllCI  lUall  CA|JI  Coo 

OU,OUi. 

30  ■)  ^ 

47 

52 

Kimhprlv-Clsrk 

29,611 

39.2  ! 

to 

4^ 

Pactm^n  Knri^k 
Laoiiiidii  nuudrV 

9Q  408 

Ifi  3  : 

iU.  J 

49 

44 

Columbia/HCA 

29,126 

21.3  ! 

50 

53 

Schering-Plough 

28,654 

35.7  i 

51 

60 

Allstate 

28,584 

54.4  i 

52 

39 

Bell  Atlantic 

28,181 

4.7  ; 

53 

104 

Wells  Fargo 

28,060 

147.2  i 

54 

45 

Home  Depot 

27,930 

18.3  i 

55 

51 

Oracle 

26,974 

26.8  i 

56 

50 

Texaco 

26,296 

22.0  : 

Rank  Company 


Market  value  % 


Rank  Company 


Market  value 


•96 

'95 

($mll) 

change 

i  57 

69 

First  Union 

25,143 

53.4 

i  58 

59 

MCI  Communication 

25,088 

30.0 

\  59 

63 

Monsanto 

23,998 

35.3 

bU 

DD 

Time  Warner 

/in  n 

b  1 

00 

Warner-Lambert 

71  Q 
/l.O 

7*3 

Campbell  Soup 

£l,0/U 

oj.U 

i  63 

65 

Anheuser-Busch  Cos 

21,584 

26.1 

;  64 

■ 

Electronic  Data  Sys 

21,496 

NA 

i  65 

58 

Sears,  Roebuck 

21,486 

9.8 

;  66 

47 

Phrifclor 
Ulll  jolcl 

91  a9Q 

8  1 
0.1 

55 

Nynex 

91  ^4ii 

1  9 

i  68  149 

UUnrlrlPnm 

woriuuom 

1  fiQ  7 
IDS./ 

;  69  111 

Compaq  Computer 

20,794 

95.9 

\  70 

71 

AlliedSignal 

20,681 

30.0 

i  71 

80 

Federal  Home  Loan 

20,661 

41.8 

:  72 

61 

Aiianiic  Kicniiein 

9n  /199 

1  9  Q 

i  73 

83 

Xerox 

9n  nfis 

1 

i  74 

49 

Dow  Chemical 

9n  nfii 

Q  Q  ■ 

:  75 

77 

iP  Morgan  &  Co 

19,717 

31.2  : 

1  76 

54 

Pharmacia  &  Upjohn 

19,442 

-7.8  : 

i  77 

79 

Banc  One 

19,120 

29.1 

\  78 

103 

nine 

1  8  Q9/1 

fifi  Q  ■ 
Do. 3 

1  79 

70 

Oara  Lcc 

1  8  890 

17  8  : 
1  /  .0  : 

!  80 

97 

Unruioct 

nurwcol 

1  8  RT'? 

10,  J/O 

fil  fi  : 
Oi.o  : 

i  81 

99 

First  Chicago  NBD 

18,534 

52.5  i 

\  82 

95 

Sprint 

18,494 

49.1  i 

i  83 

87 

United  Technologies 

18,038 

33.6  j 

:  84 

105 

Pacific  Telesis 

1  7  1 

fil  a  ■ 

ol.o  : 

i  85 

81 

II  C  U/oct  rnmmiin 
U  o  ifCdl  bUIIIIIIUII 

1  fi  fil  Q 
ID, 01  J 

14  1  ; 
14.1 

i  86 

121 

icxas  insirumenis 

1  fi  ^afi 

10,oOO 

04. 0  : 

i  87 

75 

Lockheed  Martin 

16,309 

8.0 ; 

i  88 

68 

Amgen 

16.097 

-2.5  ; 

i  89 

101 

Colgate-Palmolive 

16,056 

38.8  : 

i  90 

113 
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I  Not  ranked  in  1995.  NA:  Not  available 
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Rank 

Company              Market  value  % 

'96  '95 

I'lldllgO 

' 169  136 

RJR  Nabisco 

oTl 

!  170  218 

Barnett  Banks 

y,ib2 

58.5  i 

i  171  168 

Edison  International 

9.127 

23.8  i 

i  172  160 

American  Brands 

9,125 

17.1  i 

i  173  170 

Pitney  Bowes 

9,!01 

24.5  i 

i  174  130 

Albertson's 

9,089 

-4.7  \ 

:  175  228 

Fifth  Third  Bancorp 

9,079 

61.8  ! 

:  176  231 

ITT  Hartford  Group 

8,941 

62.0  : 

; 177  175 

Ralston  Purina 

8,931 

25.3  i 

: 178  123 

Duke  Power 

8,895 

-10.0  1 

1179  89 

Tele-Com-TCI 

8,882 

-31.5  ; 

: 180  304 

Tenet  Healthcare 

8,849 

107.7  i 

; 181  188 

Halliburton 

8,700 

31.3  i 

i  182  189 

Textron 

8,665 

30.8  i 

\  183  266 

EMC 

8,571 

79.7  i 

i  184  173 

American  General 

8,513 

17.2  i 

;  185  261 

HPS 

8,493 

73.5  1 

1 186  158 

Goodyear 

8,407 

6.9  i 

:  187  132 

AMP 

8,391 

-10.2  i 

'■  188  150 

Occidental  Petroleum 

8,199 

0.8  ; 

i  189  140 

Texas  Utilities 

8,142 

-7.9  1 

! 190  193 

Air  Prods  &  Chems 

8,073 

25.6  : 

;  191  167 

Toys  'R'  Us 

8,058 

8.3  i 

i  192  178 

AMR 

7,906 

13.9  i 

:  193  234 

Service  Corp  IntI 

7,883 

44.6  i 

i  194  337 

Coca-Cola  Enterprise 

7,871 

111.1  : 

i  195  232 

USX-Marathon 

7,765 

41.3  i 

i  196  211 

Avon  Products 

7,704 

31.1  ; 

! 197  181 

Federated  Dept  Strs 

7,698 

13.1  1 

i  198  163 

FPL  Group 

7,685 

1.7  ; 

\  199  236 

Praxair 

7,678 

41.0  \ 

;  200  187 

Hershey  Foods 

7,647 

34.4  ; 

i  201  162 

American  Electric 

7,576 

0.2  i 

I  202  252 

Williams  Cos 

7,362 

43.3  i 

!  203  284 

Franklin  Resources 

7,345 

62.9  i 

;  204  227 

Aon 

7,292 

29.5  ; 

i  205  169 

Consolidated  Edison 

7,255 

-0.8  ! 

i  206  262 

US  Bancorp 

7,229 

49.0  ! 

i  207  248 

Bankers  Trust  NY 

7,162 

35.7  i 

i  208  185 

Dominion  Resources 

7,158 

6.1  ; 

i  209  272 

Kroger 

7,110 

52.4  i 

;210  233 

HealthSouth 

7,098 

29.6  I 

i  211  164 

Mattel 

7,078 

-6.1  : 

i  212  192 

Georgia-Pacific 

7,072 

9.7  i 

;  213  176 

in 

6,982 

-1.8  I 

\  214  ■ 

Conseco 

6,970 

396.8  i 

:  215  179 

Wm  Wrigley  Jr 

6,958 

0.8  : 

;216  219 

TRW 

6,946 

20.3  ; 

:  217  201 

Crown  Cork  &  Seal 

6,939 

11.2  \ 

\  218  305 

Tellabs 

6,867 

64.5  i 

\  219  199 

Genentech 

6,770 

7.9  i 

;  220  226 

Lowe's  Cos 

6,763 

19.2  ; 

i  221  ■ 

Tenneco 

6,734 

-30.0  i 

i  222  ■ 

Union  Pacific  Res 

6,628 

3.8  i 

i  223  295 

PanEnergy 

6,600 

50.0  i 

\  224  302 

American  Stores 

6,566 

52.0  i 

■  Not  ranked  in  1995.  NA:  Not  available. 


Rank     Company  Market  value  % 


'96  '85 

($mil) 

change 

225  270 

Parametric  Tech 

6,502 

38.3  ; 

226  285 

Comerica 

6.499 

44.4  \ 

227  220 

Alltel 

6,458 

11.9  \ 

228  327 

State  Street  Boston 

6,431 

66.1  : 

229  229 

Ascend  Common 

6,430 

15.4  : 

230  287 

Hilton  Hotels 

6,406 

42.5  : 

231  198 

Marriott  IntI 

6,356 

1.2  i 

232  ■ 

Washington  Mutual 

6,354 

199.5  : 

233  249 

Lincoln  National 

6,346 

20,3  i 

234  279 

Charles  Schwab 

6,302 

38.0  : 

235  314 

Delta  Air  Lines 

6,281 

55.4  ■ 

236  391 

Great  Western  Fin! 

6,273 

102.2  : 

237  298 

Clorox 

6,218 

43.0  i 

238  416 

Cardinal  Health 

6,190 

113.4  '■■ 

239  207 

Freeport  Copper 

6,190 

3.7 ; 

240  498 

Advanced  Micro 

6,183 

165.6  i 

241  322 

Federal  Express 

6,180 

55.6  ■ 

242  194 

Union  Carbide 

6,162 

-3.9 

243  196 

Pub  Svc  Enterprise 

6,147 

-2.9  . 

244  200 

UST  Inc 

6,136 

-2.1  ■ 

245  368 

First  USA 

6,135 

87.7 

246  205 

Sysco 

6,117 

1.1 

247  224 

Morton  International 

6,094 

7.3 

248  197 

Browning-Ferris  Inds 

6,076 

-3.7 

249  221 

PacifiCorp 

6,050 

5.1 

250  171 

3Com 

6,038 

-17.3 

251  251 

Transamerica 

6,005 

15.8 

252  267 

Kmart 

5,998 

27.4 

253  242 

Dover 

5,992 

11,0 

254  203 

Entergy 

5,970 

-3.4 

255  265 

Masco 

5,956 

24.8 

256  329 

Salomon 

5,900 

52.9 

257  244 

Becton  Dickinson 

5,887 

10.5 

258  311 

Estee  Lauder  Cos 

5,881 

43.8 

259  301 

Newell  Co 

5,839 

35.0 

260  282 

St  Paul  Cos 

5,782 

27.5 

261  340 

Costco  Cos 

5,780 

56.8 

262  264 

Sallie  Mae 

5,765 

20.1 

263  313 

Comcast 

5,742 

41.2 

264  240 

Genuine  Parts 

5,732 

5.9 

265  271 

Rohm  and  Haas 

5,691 

21.6 

266  276 

Equitable  Cos 

5,668 

22.8 

267  274 

Eaton 

5,653 

22.1 

268  299 

Aflac 

5,636 

29.8 

269  309 

Baker  Hughes 

5,581 

35.7 

270  217 

Cox  Communications 

5,574 

-4.6 

271  ■ 

Cognizant 

5,534 

NA 

272  296 

Pioneer  Hi-Bred  IntI 

5,519 

25.6 

273  255 

Carolina  Power  &  Lt 

5,508 

9.7 

274  273 

Burlington  Resources 

5,465 

17.9 

275  292 

Tele-Com-Liberty 

5,447 

21.8 

276  312 

Providian 

5,434 

33.2 

277  303 

UNUM 

5,424 

26.5 

278  247 

Limited 

5.421 

2.7 

279  250 

Dresser  Industries 

5,420 

4.3 

Rank     Company  Market  value  % 


'96  '95 

($mil) 

rhano'e 

280  435 

Rite  Aid 

5,408 

98.7  : 

281  243 

Thermo  Electron 

5,399 

1.3  i 

282  444 

SunAmerica 

5,381 

104.0  i 

283  289 

Cinergy 

5,381 

19.7  \ 

284  ■ 

USA  Waste  Services 

5,304 

235.3  \ 

285  286 

Ingersoll-Rand 

5,269 

17.2  i 

286  316 

Cooper  Industries 

5.234 

30.2  i 

287  376 

Republic  New  York 

5,219 

62.7  i 

288  216 

US  Robotics 

5,144 

-12.2  i 

289  293 

McGraw-Hill  Cos 

5,142 

15.5 

290  315 

Consol  Natural  Gas 

5,115 

26.7 

291  378 

Guidant 

5,114 

59.7  i 

292  290 

Green  Tree  Financial 

5,113 

13.8  i 

293  318 

Times  Mirror 

5,106 

27.6  I 

294  238 

IntI  Flavors  &  Frags 

5,104 

-5.9  1 

295  308 

Coastal 

5,076 

22.8 

296  275 

Quaker  Oats 

5,069 

10.3 

297  320 

Computer  Sciences 

5,068 

27.4  1 

298  294 

Safeco 

5,061 

14.8  ; 

299  ■ 

IKON  Office  Solutions 

5,033 

NA  I 

300  258 

Amerada  Hess 

5,014 

1.2  i 

on  i   o  T7 

301  237 

Houston  Industries 

4,995 

-8.1 

302  ■ 

Allegheny  Teledyne 

4,992 

293.2 

303  245 

Winn-Dixie  Stores 

4,954 

-7.0  i 

304  374 

Progressive 

4,945 

53.7  ■ 

305  230 

Central  &  So  West 

4,932 

-10.9  : 

306  343 

CVS 

4,930 

35.8 

A  A^  'ynCi 

307  398 

Oxford  Health  Plans 

4,923 

63.6 

308  291 

Phelps  Dodge 

4,915 

9.6 

309  ■ 

AES 

4,909 

170.3 

310  330 

HBO  &  Co 

4,904 

27.2  . 

311  307 

Tribune 

4,872 

17.8 

312  214 

Fluor 

4,853 

-17.3  '■ 

313  342 

LSI  Logic 

4,805 

31.6 

314  339 

Sherwin-Williams 

4,791 

29.1 

315  360 

MGIC  Investment 

4,749 

40.9 

316  215 

PECO  Energy 

4,701 

-19.8 

317  338 

Reynolds  Metals 

4,681 

26.1 

318  124 

Digital  Equipment 

4,679 

-52.5 

319  399 

Northern  Trust 

4,631 

54.1 

320  177 

Hercules 

4,627 

-34.5 

321  408 

BMC  Software 

4,619 

56.8 

322  186 

Unicom 

4,616 

-31.3 

323  432 

PeopleSoft 

4,615 

69.0 

324  370 

Tyson  Foods 

4,608 

41.3 

325  ■ 

Dun  &  Bradstreet 

4,526 

NA 

326  365 

Firstar 

4,491 

35.5 

327  253 

Cabletron  Systems 

4,460 

-11.9 

328  413 

Avery  Dennison 

4,455 

52.7 

329  386 

Summit  Bancorp 

4,451 

40.3 

330  406 

Sonat 

4,417 

49.1 

331  225 

RR  Donnelley  &  Sons 

4,403 

-22.4 

332  421 

New  York  Times 

4,398 

56.6 

333  494 

Synovus  FinI 

4,393 

87.2  \ 

334  426 

Southern  National 

4,386 

57.9  i 

335  344 

VF 

4,386 

22.2  : 

214 
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(business,  pleasure  or  a  [>it 
of  lyotfi,  the  Province  of 
Beverly  trills  is  an  oasis  from  the 
ordinary.  /\  respite  from  the 
commonplace.  Vi^ith  hotels  that 
cater  to  your  every  whim. 
\  VC^here  you  can  awaken 

to  golden  morning  sunlight  that 
tumhles  into  your  room  like  the 
laughter  of  children,  f^inger  in 
sophisticated  shops  that  offer 
dazzling  finery.  Dine  in  elegant 
restaurants  on  cuisine  worthy 
of  royalty. 

Thats  the  Province  of 
Beverly  IHills.  The  ideal  place 
to  jog  at  midnight.  Swim  at  dawn. 
Indulge  yourself  day  and  night  in  a 
sa  feh  aven  centrally  located  to  all 
of  Southern  California. 

To  learn  ahout  the  collection 
of  fine  hotels^  shops  and  restaurants 
in  Beverly  tTills^  please  call 
1-800-345-2210.  Or  visit  us  at 
http.V / wwv^'.ci.heverly-hills.ca.us 


/Knottier  perfect  Jay  in  Beverly  Hills. 


TKc  p. 
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Rank     Company  Market  value  % 


96  95 

($mil) 

cliange 

i  336  411 

Equifax 

4.382 

49.8 

!  337  223 

Eastman  Chemical 

4,321 

-24.4 

;  338  400 

Northrop  Grumman 

4,317 

43.7 

i  339  239 

Newmont  Mining 

4,279 

-21.0 

i  340  333 

Jefferson-Pilot 

4,271 

12.9 

1341  ■ 

Natl  Semiconductor 

4,260 

109.8 

;  342  375 

MBIA 

4,243 

32.1 

i  343  281 

Champion  IntI 

4,218 

-7.0 

:  344  241 

Nucor 

4,203 

-22.2 

:  345  325 

Dow  Jones 

4,203 

7.9 

:  346  350 

Interpublic  Group 

4,200 

21.4 

;  347  268 

America  Online 

4,194 

-10.9 

348  336 

General  Dynamics 

4,188 

11.8 

■  349  332 

GPU 

4.178 

10.1 

■  350  263 

DTE  Energy 

4.136 

-14.6 

351  381 

Omnicom  Group 

4,135 

29.4 

352  ■ 

Cincinnati  Bell 

4,121 

85.0 

353  387 

Torchmark 

4,120 

30.6 

354  469 

UAL 

4,118 

65.0 

355  425 

Bear  Stearns  Cos 

4,113 

26.0 

356  446 

HF  Ahmanson 

4,112 

57.0 

357  ■ 

Gateway  2000 

4,107 

96.8 

358  ■ 

WR  Grace 

4,107 

NA 

359  310 

Mirage 

4,102 

-0.2 

360  349 

Cincinnati  Financial 

4,054 

16.4 

361  492 

Crestar  Financial 

4,050 

71.6 

362  436 

Food  Lion 

4,017 

47.8 

363  ■ 

Adaptec 

4,003 

42.3 

364  363 

Huntington  Bancshs 

4,002 

20.3 

365  323 

Silicon  Graphics 

3,991 

1.2 

366  269 

Northwest  Airlines 

3,990 

-15.2 

367  476 

Qualcomm 

3,973 

62.3 

368  414 

Golden  West  FinI 

3,971 

36.3 

369  324 

Baltimore  G&E 

3,969 

1.5 

370  412 

Beneficial 

3,965 

35.8 

371  347 

WW  Grainger 

3,961 

13.0 

372  331 

Case 

3,956 

4.2 

373  424 

Altera 

3,931 

41.2 

374  418 

First  of  America  Bk 

3,914 

35.9 

375  392 

Hasbro 

3,868 

25.7 

376  437 

Regions  Financial 

3,852 

41.9 

377  ■ 

Star  Banc 

3.839 

108.8 

378  404 

Raychem 

3,802 

28.1 

379  377 

Washington  Post 

3,802 

18.6 

380  361 

Knight-Ridder 

3,792 

13.1 

381  ■ 

MedPartners 

3,763 

NA 

382  257 

Reader's  Digest  Assn 

3,757 

-24.5 

383  319 

Union  Electric 

3,753 

-6.1 

384  300 

Whirlpool 

3,749 

-13.3 

385  ■ 

Clear  Channel  Comm 

3,747 

93.1 

386  283 

AutoZone 

3,741 

-17.3 

387  359 

Analog  Devices 

3,740 

10.8 

388  486 

SouthTrust 

3,728 

54.9 

389  326 

Humana 

3.721 

-4.3 

390  ■ 

NCR 

3,719 

NA 

■  Not  ranked  in  1995.  NA:  Not  available. 


Rank     Company  iUarket  value  % 


90  a!) 

Cndilgc 

391  ■ 

American  Standard 

3,689 

6^.2 

392  346 

Molex 

3,682 

3.9 

393  ■ 

TJX  Cos 

3,660 

93.4 

394  180 

Bay  Networks 

3,650 

-46.5 

395  353 

Allegheny  Power 

3,640 

6.3 

396  306 

Diliard  Dept  Stores 

3,606 

-12.9 

397  ■ 

Tosco 

3,603 

111.3 

398  280 

Rubbermaid 

3,601 

-20.7 

399  ■ 

Global  Marine 

3,578 

120.2 

400  393 

Staples 

3,546 

15.8 

401  484 

Mercantile  Bancorp 

3,542 

46.6 

402  ■ 

Dollar  General 

3,532 

94.3 

403  259 

Frontier 

3,527 

-28.3 

404  ■ 

ADC  Telecom 

3,527 

57.1 

405  351 

Linear  Technology 

3,505 

1.9 

406  415 

Johnson  Controls 

3,496 

20.1 

407  371 

Willamette  Inds 

3,494 

7.2 

408  ■ 

Host  Marriott 

3,489 

69.7 

409  478 

Stanley  Works 

3,482 

42.5 

410  409 

Circuit  City  Stores 

3,430 

16.5 

411  335 

PP&L  Resources 

3,430 

-8.9 

412  384 

Office  Depot 

3,423 

7.7 

413  ■ 

Andrew 

3,420 

61.1 

414  288 

Southwest  Airlines 

3,416 

-24.0 

415  407 

Engelhard 

3,415 

15.9 

416  402 

PacifiCare  Health 

3,413 

14.7 

417  489 

Kohl's 

3,400 

42.4 

418  366 

Anadarko  Petroleum 

3,397 

3.2 

419  345 

Union  Camp 

3,376 

-4.9 

420  447 

Xilinx 

3,374 

28.9 

421  ■ 

Ciena 

3,368 

NA 

422  369 

Harcourt  General 

3,360 

2.8 

423  ■ 

Leggett  &  Piatt 

3,351 

64.1 

424  422 

Parker  Hannifin 

3,348 

20.0 

425  277 

Chiron 

3,346 

-27.1 

426  485 

Marshall  &  llsley 

3,318 

37.4 

427  ■ 

Columbia  Gas  System 

3,302 

54.7 

428  358 

Dana 

3,301 

-2.3 

429  356 

Ohio  Edison 

3,299 

-2.8 

430  ■ 

Ensco  International 

3,297 

101.3 

431  352 

IMC  Global 

3,270 

-4.5 

432  ■ 

El  Paso  Energy 

3,269 

153.9 

433  373 

Black  &  Decker 

3,264 

1.0 

434  367 

No  States  Power 

3,263 

-0.3 

435  ■ 

Biogen 

3,255 

41.1 

436  372 

General  Instrument 

3,252 

0.4 

437  ■ 

Fruit  of  the  Loom 

3,247 

66.0 

438  439 

Manpower 

3,237 

19.5 

439  395 

Western  Atlas 

3,236 

6.5 

440  441 

Paychex 

3,227 

20.0 

441  410 

Sigma-Aldrich 

3,216 

9.7 

442  ■ 

Ingram  Micro 

3,201 

NA 

443  ■ 

Ceridian 

3,194 

3.6 

444  ■ 

NGC 

3,183 

150.5 

445  ■ 

UnionBanCal 

3,183 

63.5 

Rank     Company  Market  value  % 


3D  3J 

(»mii) 

change 

446  481 

Lehman  Bros  Holding 

3,175 

30.5 

447  428 

Mallinckrodt 

3,156 

13.8 

448  448 

Brown-Forman 

3,148 

20.5 

449  341 

H&R  Block 

3,141 

-14.7 

450  450 

Liz  Claiborne 

3.134 

20.2 

451  ■ 

Owens-Illinois 

3,126 

65.4 

452  ■ 

Maxim  Integrated 

3,124 

56.3 

453  ■ 

Woolworth 

3,100 

46.8 

454  383 

Kerr-McGee 

3,096 

-2.6 

455  ■ 

PaineWebber  Group 

3,092 

50.8 

456  ■ 

Perkin-Elmer 

3,086 

43.5 

457  ■ 

Vons  Cos 

3,085 

127.7 

458  461 

Temple-Inland 

3,077 

21.8 

459  ■ 

First  Tennessee  Natl 

3,075 

43.9 

460  ■ 

Transocean  Offshore 

3,073 

142.4 

461  427 

Mead 

3,063 

10.4 

462  454 

Harris 

3,047 

18.2 

463  388 

Pall 

3,035 

-3.6 

464  278 

Novell 

3,034 

-33.6 

465  362 

WellPoint  Health 

3,025 

NA 

466  449 

CMS  Energy 

3,015 

15.4 

467  ■ 

Loral  Space  &  Comm 

3,010 

NA 

468  297 

Great  Lakes  Chemical 

3,006 

-31.1 

469  417 

Tandy 

2,990 

3.6 

470  ■ 

Countrywide  Credit 

2,984 

42.4 

471  ■ 

Apache 

2,983 

504 

472  317 

Nordstrom 

2,980 

-25.6 

473  ■ 

Cadence  Design 

2,968 

33.3 

474  334 

Nextel  Commun 

2,964 

-21.6 

475  ■ 

Diebold 

2,943 

63.5 

476  466 

Citizens  Utilities 

2,937 

17.1 

477  ■ 

AmSouth  Bancorp 

2,932 

33.0 

478  382 

Florida  Progress 

2,910 

-8.6 

479  385 

Westvaco 

2,905 

-8.5 

480  488 

James  River  Corp  Va 

2,902 

21.5 

481  496 

Armstrong  World  Ind 

2,899 

24.2 

482  ■ 

Long  Island  Lighting 

2,889 

41.7 

483  397 

PanAmSat 

2,888 

NA 

484  354 

EW  Scripps 

2,887 

NA 

485  ■ 

Union  Planters 

2,885 

115.9 

486  423 

TECO  Energy 

2,880 

3.3 

487  493 

Arrow  Electronics 

2,878 

22.3 

488  ■ 

Hubbell 

2,874 

33.0 

489  403 

ITT  Industries 

2,872 

-3.3 

490  405 

Potomac  Electric 

2,859 

-3.5 

491  ■ 

Brunswick 

2,856 

264 

492  ■ 

Health  Management 

2,839 

28.0 

493  434 

St  Jude  Medical 

2,835 

4.1 

494  430. 

Harley-Davidson 

2,812 

2.9 

495  ■ 

Revco  DS 

2,802 

50.1 

496  ■ 

Reebok  International 

2,778 

29.1 

497  ■ 

Paccar 

2,761 

44.2 

498  491 

Pinnacle  West 

2,757 

16.1 

499  364 

Circus  Circus 

2,751 

-17.2 

500  ■ 

Sunbeam 

2,741 

92.6 

1^ 
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fntfoducing  the  AMt)-|ii^WMX  processor. 

■0t*S:ffle  new  generation  of 


W  SATURN  KIDJPG 


File  Edit  View  Image  Colors  Masks  Selections  Capture  Window  Help 


for  a 


generation  of 


achievements. 


Tin  technolocJV: 


What  a  child  sees  and  hears  feeds  his 
imagination.  Now  you  can  give  your  child  a 
feast  of  sights  and  sounds  unlike  any  before. 
The  AMD-K6  processor  delivers  a  new 
generation  of  multimedia  sound,  video, 
color  and  graphics.  And  it's  faster  than  a 
Pentium  Pro.  Which  makes  it  the  most  awe- 
some engine  ever  built  for  running  Microsoft 
Windows®-based  PCs.  Of  course  that's  the 
kind  of  achievement  you'd  expect  from  a 
company  that's  shipped  over  50  million 
processors  in  just  the  past  five  years.  Now, 
think  what  your  child,  and  you,  can  achieve. 
Visit  our  website  or  call  1-800-222-9323. 

AMDn 

www.amd.com 


Big  companies 
are  hiring 
more  people 
and  they  are 
using  them  more 
productively.  , 


By  uric  a.  Hardy 


The  best  and  worst  performers 

Profit  per  employee  ($thou)  ^  - 
Losers 
-$292 
WorldCom 


Fannie  Mae 


Transatlantic  Holding 


Federal  Home  Loan,'- 


Don't  worry  about  the  collapse  in  WorldCom's 
profit  level:  It  was  just  taking  a  writedown  to 
account  for  the  purchase  of  mfs  Communications^ 


still  see  headlines  about  layoffs.  Statistics  prove  just 
the  opposite:  This  economy  has  moved  beyond  downsiz- 
ing. Combined  employment  of  Forbes  500s  companies  is 
up  again,  this  time  by  430,000  workers.  The  785  firms  in 
this  directory  employ  20.9  million  people,  an  1 1 -year  high. 

The  biggest  gains  came  in  the  service  sector.  Marriott 
International  added  14,000  people;  Columbia/HCA 
Healthcare,  a  hospital  chain,  36,000;  Wal-Mart  Stores, 
the  world's  largest  retailer,  26,500.  Among  industrial 
companies,  Procter  &  Gamble  added  4,000  jobs;  Eli 
Lilly,  3,000;  and  Johnson  &  Johnson,  4,000. 

Maybe  Andy  Kessler  is  right  when  he  says  that  reces- 
sions are  passe  (see  p.  168). 

The  most  profitable  industry  in  our  survey,  interna- 
tional oils,  earned  a  median  $67,000  per  worker  in  1996. 
The  biggest  loser  is  entertainment- broadcasting  and 
movies,  with  a  median  loss  of  $900  per  worker.  Put  the 
entire  group  of  785  companies  together  and  you  find 
that  the  median  employee  used  assets  worth  $238,400 
to  generate  sales  of  $239,400  and  profits  of  $14,600. 

Employment  totals  are  fiscal  year  averages  of  fijll-time 
equivalents.  Either  the  company  provided  this  figure  or 
we  averaged  the  1995  and  1996  year-end  figures.  H 
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A  history 
of  commitment  to 
customer  satisfaction 
can  have  some 
great  rewards. 


At  Dana  Commercial  Credit  Corporation,  we've 
coinmitted  ourselves  to  developing  lease  programs  and 
financial  servicfes  that  help  our  customers  set  a  course 
for  success. 

Whether  helping  a  small  business  lease  a  computer; 
administering  a  private-label  leasing  program  for  a 
manufacturer;  or  structuring  a  complex,  multimillion 
dollar  sale  leaseback;  we  go  to  great  lengths  to  meet 
our  customers'  needs  -  domestically  and  internationally. 

It's  this  commitment  to  customer  satisfaction  that  has 
helped  Dana  Commercial  Credit  Corporation  earn  the 
1996  Malcolm  Baldrige  National  Quality  Award  -  the 
inost  prestigious  award  any  American  company  can  receive 
for  performance  excellence. 

NX^at  does  this  mean  for  our  customers?  It  means 
quality  leadership,  people,  processes  and,  above  all, 
exemplary  customer  satisfaction. 

At  DCC,  we're  proud  of  the  recognition  our  high 
standards  of  customer  satisfaction  have  received.  We're 
even  more  proud  of  getting  our  customers  on  the  course 
for  success  -  and  helping  them  stay  there. 


DANA  COMMERCIAL 
CREDIT  CORPORATION 
1996  .j.. 


r~)r-~c 


DANA  COMMERCIAL  CREDIT 
Phone:  419-322-7400  •  www.dana.com/dcc 


company 


Canada 


United  Kingdom 


Switzerland 


Germany       ■  France:' 


JUBa  HliU  PHUUUUIIWlIf 


Rank  Company   Per  employee  ($000)^  Employees 


Profits 

Sales 

(rank) 

Assets 

;rank) 

(OQO) 

:  Aerospace  &  defense 

;  Fairchild  Corp.— which  lost  money  for  nine  straight  fiscal  years— 

;  now  leads  in  profits  per  employee. 

1  Fairchild 

■  70.4 

206.0 

(2) 

318.3 

(2) 

2.9 : 

2  McDonnell  Douglas 

12.4 

217.0 

(1) 

182.5 

(5) 

63.7  : 

:   3  General  Dynamics 

10.8 

143.5 

(8) 

132.2 

(8) 

25.0  ; 

;   4  Raytheon 

10.3 

165.1 

(6) 

150.0 

(7) 

74.3  ! 

;  5  Boeing 

9.8 

202.5 

(3) 

243.3 

(3) 

112.0  : 

i   6  Lockheed  Martin 

7.6 

151.4 

(7) 

165.8 

(6) 

177.5  \ 

i   7  United  Technologies 

5.3 

135.2 

(9) 

97.2 

(10) 

172.2  : 

:   8  Northrop  Grumman 

5.2 

179.2 

(4) 

209.1 

(4) 

45.1  i 

;   9  Litton  Industries 

5.0 

129.2 

(10) 

108.0 

(9) 

31.3  : 

i  10  Textron 

4.6 

167.1 

(5) 

328.6 

(1) 

55.5  : 

Industry  medians 

8.7 

166.1 

174.2 

i  Business-environmental  &  waste 

;  Cleaning  up  the  environment  hasn't  been  a  bonanza 

;  for  these  companies:  Median  profits  per  employee  are  only  $3,200.  j 

:   1  Thermo  Electron 

11.8 

181.0 

(1) 

317.4 

(2) 

16.2  \ 

i   2  USA  Waste  Services 

4.4 

175.1 

(2) 

375.0 

(1) 

7.5  \ 

i   3  WMX  Technologies 

3.2 

152.6 

(3) 

305.0 

(3) 

60.2 ; 

:   4  Republic  Industries 

-0.9 

78.1 

(5) 

124.6 

(5) 

30.3  ; 

:   5  Browning-Ferris  Inds 

-2.3 

135.9 

(4) 

174.6 

(4) 

43.0  i 

Industry  medians 

3.2 

152.6 

305.0 

i  Business-industrial  services 

:  Ogden  dropped  9,500  workers; 

j  Profits  per  employee  rose  ! 

)1,600,  to  $1,800. 

:   1  AES 

36.8 

245.6 

(2) 

1,065.3 

(1) 

3.4  1 

i   2  WW  Grainger 

18.8 

319.3 

(1) 

191.3 

(2) 

11.1 

i   3  Ogden 

1.8 

57.2 

(3) 

101.3 

(3) 

35.5  i 

Industry  medians 

18.8 

245.6 

191.3 

!  Business-services 

:  Formerly  a  part  of  General  Motors, 

:  Electronic  Data  Systems  is  next  to  last  in  profits  per  employee. 

'■   1  Comdisco 

55.7 

1,206.7 

(1) 

2,761.0 

(1) 

2.1  ; 

2  Cognizant 

19.6 

173.1 

(7) 

187.5 

(5) 

10.0  i 

3  PHH 

17.5 

433.7 

(5) 

1,064.9 

(2) 

5.7 ; 

4  Paychex 

17.4 

156.2 

(8) 

74.4 

(14) 

4.0  j 

5  Ceridian 

17.3 

142.4 

(10) 

119.2 

(10) 

10.5  ; 

8  Manpower 

17.2 

643.4 

(3) 

185.4 

(6) 

9.5  i 

7  First  Data 

16.8 

129.8 

(13) 

377.4 

(4) 

38.0  : 

. ,  8  Automatic  Data 

15.7 

134.7 

(12) 

142.2 

(9) 

29.0  ; 

9  Kelly  Services 

15.2 

688.0 

(2) 

174.8 

(7) 

4.8  ! 

10  Equifax 

12.6 

128.0 

(14) 

92.1 

(12) 

14.2 ; 

11  H&R  Block 

9.3 

484.7 

(4) 

470.9 

(3) 

3.7 

12  Olsten 

5.5 

341.2 

(6) 

145.4 

(8) 

9.9  : 

13  Electronic  Data  Sys 

4.5 

150.0 

(9) 

116.2 

(11) 

96.3  \ 

14  Computer  Sciences 

4.3 

136.1 

(11) 

91.0 

(13) 

38.5  i 

Industry  medians 

16.8 

164.7 

160.1 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank) 

Assets 

rank) 

(000) 

i  Business-supplies 

i  Cutting  2,100  people  has  yet  to  help  the  bottom  line  at  Pitney  Bowes. 

i  Profits  per  employee  fell  16%. 

1  Minn  Mining  &  Mfg 

19.0 

178.4 

(5) 

167.5 

(4) 

79.8  i 

:   2  Diebold 

17.5 

184.7 

(4) 

154.0 

(5) 

5.6  i 

3  Pitney  Bowes 

16.7 

137.0 

(8) 

289.5 

(2) 

28.2  i 

:   4  Xerox 

14.0 

201.4 

(3) 

310.8 

(1) 

86.3  : 

5  Avery  Dennison 

11.2 

205.9 

(2) 

130.1 

(7) 

15.7  ; 

;   6  IKON  Office  Solutions 

5.9 

147.9 

(6) 

149.1 

(6) 

29.4  ; 

:   7  Unisource  Worldwide 

4.6 

596.2 

(1) 

185.8 

(3) 

11.8  i 

j   8  Corporate  Express 

0.5 

143.0 

(7) 

93.8 

(8) 

18.0  i 

Industry  medians 

12.6 

181.6 

160.8 

:  Capital  goods-electrical  equipment 

:  Since  1992  median  profits  per  employee 

:  climbed  only  8%,  to  $9,900. 

\  1  General  Electric 

31.6 

343.5 

(1) 

1,181.8 

(1) 

230.5  \ 

:   2  Andrew 

23.6 

204.2 

(2) 

159.8 

(4) 

4.2  : 

i   3  Hubbell 

17.3 

158.6 

(4) 

145.0 

(5) 

8.2  : 

:  4  Emerson  Electric 

12.1 

132.1 

(8) 

123.8 

(6) 

86.4  i 

i   5  Rockwell  IntI 

9.9 

180.7 

(3) 

165.0 

(3) 

58.6  i 

'   6  Honeywell 

7.8 

141.8 

(6) 

106.6 

(7) 

51.6  i 

7  Eaton 

6.6 

131.3 

(9) 

100.1 

(8) 

53.0  i 

:  8  Westinghouse 

2.1 

142.5 

(5) 

337.2 

(2) 

59.3  . 

:  9  American  Standard 

-1.1 

133.4 

(7) 

80.9 

(9) 

43.5  : 

Industry  medians 

9.9 

142.5 

145.0 

i  Capital  goods-heavy  equipment 

Median  sales  per  employee  increased  6%,  to  $242,600, 

but  profits  per  employee  dropped  14%. 

1  Deere  &  Co 

24.6 

336.1 

(1) 

450.0 

(1) 

33.6  \ 

2  Caterpillar 

24.4 

296.7 

(3) 

336.3 

(3) 

55.7  i 

3  Case 

21.0 

311.8 

(2) 

365.0 

(2) 

16.6  i 

4  ingersoll-Rand 

8.6 

161.5 

(6) 

135.4 

(5) 

41.5  \ 

5  Trinity  Industries 

8.2 

163.1 

(5) 

95.6 

(6) 

16.3 

6  Harnischfeger  Inds 

7.8 

188.5 

(4) 

173.2 

(4) 

15.6  ; 

Industry  medians 

14.8 

242.6 

254.8 

Capital  goods-other  industrial  equipment 

UCAR  International,  a  late-1995  IPO,  is  ranked  first 

in  profits  per  employee  and  second  in  sales  and  assets. 

1  UCAR  International 

29.3 

191.5 

(2) 

199.6 

(2) 

5.0  j 

2  Illinois  Tool  Works 

21.3 

219.2 

(1) 

210.8 

(1) 

22.8  \ 

3  Danaher 

18.8 

164.0 

(4) 

159.7 

(3) 

11.1  i 

4  Dover 

15.1 

158.1 

(5) 

116.1 

(6) 

25.8  i 

5  Tyco  International 

8.7 

143.0 

(6) 

130.0 

(5) 

40.0  i 

6  Timken 

7,7 

132.4 

(8) 

114.6 

(7) 

18.1  ; 

7  Cooper  Industries 

7.6 

127.6 

(9) 

143.7 

(4) 

41.4  : 

7  York  International 

7.6 

164.6 

(3) 

106.1 

(8) 

19.6  i 

9  Parker  Hannifin 

7.1 

115.7 

(10) 

86.7 

(10) 

33.3  ; 

10  Stanley  Works 

5.1 

141.3 

(7) 

87.8 

(9) 

18.9  \ 

Industry  medians 

8.2 

150.6 

123.1 
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BROOKS 

BROTHERS 

C  L  O  r  H  I  E  IS  s 

MADISON  AVKNIJI;,  NHW  VOHK 


SI  M  C  li 


1  8  18. 


ASE    SUIT.   $598      PINK    CHECK    SHIRT     $48      SILK    TIE.   $39. SO 
ONE  OF  OUR  68   BROOKS  BROTHERS  STORES  ACROSS  THE  U.S 
CALL   I -800-2  7  4- I  8  I  6   FOR  THE   LOCATION   NEAREST  YOU. 


Rank  Company 


Profits 


—Per  employee  ($000)  

Sales     (rank)  Assets 


—  Employees  Rank  Company 
(rank)  (000) 


-Per  employee  ($000)- 


Employees 


i  Chemicals-diversified 

:  Since  1993  median  sales  per  worker  are  up  30% 

:  but  median  profits  are  up  83%. 

i   1  Union  Carbide 

51.0 

524.9 

(1) 

562.7 

(2) 

lie 

11.6 

2  Dow  Chemical 

Al  R 
4/  .o 

502.4 

(2) 

618.2 

(1) 

39.9 

:  3  Hercules 

43.3 

274.6 

(6) 

318.0 

7.5 

.  4  du  Pont  de  Nemours 

36.0 

379.7 

(3) 

376.1 

(4) 

101.0 

:  5  Rohm  and  Haas 

31.2 

341.7 

(4) 

337.5 

(5) 

11.7 

6  Olin 

29.2 

267.8 

(7) 

237.5 

(7) 

9.9 

7  PPG  Industries 

23.8 

230.6 

(8) 

205.8 

(9) 

31.3 

8  Monsanto 

13.6 

327.8 

(5) 

396.0 

(3) 

28.3 

:   9  FMC 

9.6 

225.8 

(9) 

226.8 

(8) 

22.0 

Industry  medians 

31.2 

327.8 

337.5 

Chemicals-specialized 

Why  WR  Grace  is  restructuring:  It  is  tied  for  last  place 

in  profits  per  employee. 

1  Albemarle 

53.8 

294.6 

(8) 

291.8 

(11) 

2.9 

2  Lyondell  Petrochem 

45.3 

1,814.7 

(1) 

1,176.7 

(1) 

2.8 

3  IntI  Flavors  &  Frags 

40.9 

309.5 

(6) 

324.8 

(7) 

4.6 

4  Cabot 

40.0 

411.8 

(3) 

417.3 

(4) 

4.4 

5  Terra  Industries 

38.3 

647.9 

(2) 

563.5 

(2) 

3.5 

6  Lubrizol 

37.9 

356.6 

(4) 

313.0 

(8) 

4.5 

7  Great  Lakes  Chemical 

33.4 

294.9 

(7) 

354.8 

(6) 

7.5 

8  Air  Prods  &  Chems 

28.5 

278.8 

(9) 

487.8 

(3) 

15.0 

9  Sigma-Aldrich 

25.3 

177.4 

(16) 

188.6 

(16) 

5.8 

10  Naico  Chemical 

24.6 

207.2 

(13) 

221.6 

(13) 

6.3 

11  Morton  International 

23.7 

262.8 

(11) 

208.3 

(14) 

14.1 

12  Eastman  Chemical 

21.6 

271.6 

(10) 

299.1 

(10) 

17.6 

13  IMC  Global 

15.0 

326.8 

(5) 

387.2 

(5) 

9.0 

14  Sherwin-Williams 

11.7 

210.7 

(12) 

152.7 

(17) 

19.6 

15  Praxair 

11.3 

178.1 

(15) 

301.8 

(9) 

25.0 

IB  BF  Goodrich 

11.1 

163.2 

(17) 

194.1 

(15) 

13.7 

16  WR  Grace 

11.1 

179.4 

(14) 

241.5 

(12) 

19.3 

Industry  medians 

25.3 

278.8 

301.8 

Profits 

Sales 

(rank) 

Assets  (rank) 

(000) 

Computers  &  communications-major  systems 

Apple  Computer  slipped  from  second  to  third  in  sales  per  employee 

and  lost  $56,000  for  each  of  its  workers. 

1  Compaq  Computer 

73.1 

1,008.4 

(1) 

586.1 

(1) 

18.0 

2  Dell  Computer 

56.7 

828.3 

(2) 

319.5 

(4) 

9.4 

3  Sun  Microsystems 

32. b 

448. U 

(5) 

222.1 

(7) 

17.4 

4  bateway  zuuu 

LI  A 

ctn  0 
DDU.J 

(41 

182.9 

(9) 

9.2 

J  newien-raCKaro 

oi;  0 

obo.U 

(6) 

253.4 

107.2 

6  Raychem 

24.8 

197.9 

(11) 

169.6 

(10) 

8.7 

7  IBM 

23.3 

326.0 

(8) 

0  /1 0  o 

348.2 

(2) 

233.0 

8  Harris 

6.8 

134.7 

(14) 

127.3 

(13) 

27.6 

9  SCI  Systems 

6.3 

345.7 

(7) 

108.1 

(14) 

15.5 

10  Unisys 

1.8 

181.2 

(12) 

198.2 

(8) 

35.2 

11  NCR 

-2.7 

174.7 

(13) 

132.5 

(12) 

39.9 

12  Silicon  Graphics 

-2.9 

309.5 

(9) 

290.0 

(5) 

10.5 

13  Digital  Equipment 

-5.8 

230.3 

(10) 

163.2 

(11) 

59.1 

14  Apple  Computer 

-55.9 

568.4 

(3) 

340.0 

(3) 

15.5 

Industry  medians 

15.1 

335.9 

210.2 

Computers  &  communications-peripherals 

Newcomer  Ingram  Micro  shows  high  productivity  because 

it  is  a  distributor,  not  a  manufacturer. 

1  Cisco  Systems 

126.1 

654.6 

(a) 

JJJ.O 

(3) 

8.3 

2  Altera 

121.3 

552.6 

(1) 

0.9 

3  Intel 

114.5 

462.7 

M  1  ^ 
(il) 

i;OC  Q 

(5) 

45.1 

A.  ripn^ 

^  UlClla 

(i/) 

700  Q 

(2) 

0.3 

5  EMC 

89.6 

527.4 

(9) 

532.0 

(4) 

4.3 

6  Linear  Technology 

80.1 

227.2 

(25) 

351.4 

1  7 

7  Maxim  Integrated  Prod 

60.9 

193.6 

(28) 

223.3 

(24) 

12 

8  3Com 

60.6 

573.7 

(6) 

411.2 

(10) 

5.2 

9  Atmel 

58.5 

310.6 

(21) 

422.5 

(8) 

3.4 

10  Applied  Materials 

41.7 

359.2 

(15) 

344.4 

(14) 

11.0 

11  Tellabs 

37.9 

278.9 

(22) 

237.7 

(21) 

3.1 

12  Adaptec 

37.8 

321.0 

(18) 

269.7 

(16) 

2.7 

12  LSI  Logic 

37.8 

318.3 

(19) 

501.9 

(7) 

3.9 

14  Cabletron  Systems 

32.0 

244.4 

(24) 

224.8 

(23) 

5.4 

15  US  Robotics 

31.3 

357.7 

(16) 

192.7 

(27) 

6.3 

16  Arrow  Electronics 

26.8 

865.5 

(4) 

359.0 

(12) 

7.6 

17  Analog  Devices 

26.5 

186.8 

(29) 

239.5 

(20) 

6.5 

18  Micron  Technology 

24.3 

310.7 

(20) 

410.5 

(11) 

9.9 

19  Avnet 

19.5 

561.1 

(7) 

265.3 

(18) 

9.5 

20  Tech  Data 

18.9 

1,525.4 

(2) 

512.5 

(6) 

3.0 

21  Storage  Technology 

18.7 

222.9 

(26) 

205.9 

(25) 

9.2 

22  Western  Digital 

15.5 

368.8 

(13) 

122.3 

(32) 

9.6 

23  Molex 

14.7 

139.7 

(31) 

147.3 

(29) 

10.3 

24  Ingram  Micro 

13.6 

.1,479.3 

(3) 

414.2 

(9) 

8.1 

25  Solectron 

10.8 

263.7 

(23) 

140.9 

(30) 

11.9 

26  AMP 

6.7 

127.5 

(32) 

109.2 

(33) 

42.9 

26  AnixterlntI 

6.7 

462.7 

(11) 

235.7 

(22) 

5.4 

28  Seagate  Technology 

3.3 

98.5 

(34) 

65.7 

(34) 

87.0 

29  Texas  Instruments 

1.3 

207.1 

(27) 

195.0 

(26) 

48.0 

30  Advanced  Micro 

-5.5 

155.2 

(30) 

250.0 

(19) 

12.6 

31  Quantum 

-5.8 

468.4 

(10) 

185.2 

(28) 

10.7 
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No  matter  what  business  you're  in,  AEP  can  help  you  find  ways  to  run  it  more  efficiently      M  ^ 'J  AMERICAN® 

MBi  ELECTRIC 

and  effectively.  With  energy  solutions  that  will  keep  you  ahead  of  the  competition.  POWER 

AEP:  America's  Energy  Partner - 

Find  out  more  about  us  at  http://www.aep.com 
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Rank  Company 

 Per  employee 

($000)— 

—  Employees 

Profits 

Sales 

(rank; 

Assets 

rank) 

(000) 

\  Computers  &  communications-peripherals 

:  32  Natl  Semiconductor 

-6.1 

122.7 

(33) 

130.7 

(31) 

20.5 

:  33  BayNetworks 

-14.4 

363.7 

(14) 

269.6 

(17) 

.  5.8 

\  34  Merisel 

-53.3 

2,098.3 

(1) 

289.7 

(15) 

2.6 

Industry  medians 

25.4 

337.7 

267.5 

i  Computers  &  communications-software 

;  Computer  Associates  International  leads  the  industry  in  assets 

j  per  employee.  But  each  worker  at  Microsoft  earns  more  in  profits. 

1  Microsoft 

114.8 

437.6 

(3) 

593.0 

(3) 

21.6  i 

i   2  BMC  Software 

99.1 

352.5 

(5) 

523.6 

(4) 

1.5 

i  3  Xilinx 

94.8 

471.3 

(1) 

675.1 

(2) 

1.2 

:  4  Adobe  Systems 

72.4 

357.3 

(4) 

434.5 

(5) 

2.3 

;  5  Parametric  Tech 

65.2 

278.1 

(6) 

292.0 

(7) 

2.4  i 

i  6  Computer  Associates 

33.7 

450.5 

(2) 

689.7 

(1) 

8.8  : 

i  7  Oracle 

30.8 

219.9 

(10) 

158.2 

(10) 

23.6 

I   8  PeopleSoft 

18.5 

231.7 

(9) 

278.1 

(8) 

1.9 

:   9  Novell 

16.6 

192.5 

(11) 

305.6 

(6) 

6.8 

!  10  Cadence  Design 

10.2 

261.2 

(7) 

252.6 

(9) 

2.8 

i  11  America  Online 

-81.9 

241.3 

(8) 

100.5 

(11) 

5.8  , 

Industry  medians 

33.7 

278.1 

305.6 

i  Computers  &  communications-telecommunications 

i  Loral  Space  &  Communications,  which  manages  and  owns  satellites, 

!  has  $28  million  in  assets  per  employee. 

;   1  PanAmSat 

321.5 

1,286.2 

(1) 

8,413,3 

(2) 

0.2 

I   2  Ascend  Commun 

220.5 

1,070.8 

(2) 

1,270.7 

(5) 

0.5 

i   3  Loral  Space  &  Commun 

134.4 

114.3 

(28) 

28,238.8 

(1) 

0.1 

i   4  Excel  Communications 

86.3 

807.2 

(3) 

346.0 

(18) 

1.7 

i   5  AT&T 

44.6 

403.3 

(5) 

429.3 

(10) 

129.4  , 

;   6  Citizens  Utilities 

35.2 

257.2 

(10) 

890.4 

(7) 

5.1 

1   7  SBC  Communications 

34.8 

230.0 

(13) 

388.1 

(13) 

60.4 

i   8  BellSouth 

33.9 

225.6 

(15) 

385.8 

(14) 

84.4 

i   9  Ameritech 

32.5 

226.9 

(14) 

360.6 

(16) 

65.7 

i  10  Bell  Atlantic 

28.0 

210.3 

(16) 

399.7 

(12) 

62.2  : 

;  11  Frontier 

27.7 

327.3 

(7) 

282.3 

(24) 

7.9 

;  12  GTE 

26.9 

205.2 

(18) 

369.4 

(15) 

104.0 

:  13  AirTouch  Commun 

25.8 

291.5 

(9) 

1,103.4 

(6) 

7.7 

\  14  Sprint 

24.8 

292.3 

(8) 

352.8 

(17) 

48.1  . 

:  15  U  S  West  Commun 

24.6 

203.9 

(19) 

342.2 

(19) 

49.4 

\  16  MCI  Communication 

22.8 

350.1 

(5) 

435.0 

(9) 

52.8  ' 

;  17  Pacific  Telesis 

21.7 

197.2 

(24) 

341.7 

(20) 

48.6 

i  18  ADC  Telecom 

21.4 

242.6 

(11) 

205.7 

(26) 

3.8 

19  So  New  Eng  Telecom 

20.8 

209.8 

(17) 

290.7 

(22) 

9.3 

20  Nynex 

20.1 

201.1 

(21) 

413.3 

(11) 

66.9 

i  21  Tele  &  Data  Systems 

18.2 

172.5 

(27) 

596.6 

(8) 

7.0  i 

:  22  Alltel 

18.1 

198.5 

(23) 

333.2 

(21) 

16.1 

23  Corning 

18.0 

191.2 

(25) 

226.2 

(25) 

19.1 

24  Cincinnati  Bell 

10.6 

90.4 

(30) 

96.0 

(30) 

17.4  i 

25  Lucent  Technologies 

8.6 

188.9 

(26) 

190.9 

(28) 

126.0  : 

:  26  Motorola 

8.2 

199.1 

(22) 

171.4 

(29) 

140.5  : 

Rank  Company   Per  employee  ($000) — ■  Employees 


Profits 

Sales 

(rank) 

Assets  (rank) 

(000) 

27  Qualcomm 

4.4 

230.4 

(12) 

286.2 

(23) 

4.6 

28  General  Instrument 

-0.1 

203.0 

(20) 

204.3 

(27) 

13.3  [ 

29  Nextel  Commun 

-177.7 

106.4 

(29) 

2,068.5 

(4) 

3.1  i 

30  WorldCom 

-291.9 

598.0 

(4) 

2,648.3 

(3) 

7.5  i 

Industry  medians 

23.7 

218.0 

365.0 

Construction-builders 

Turner  leads  in  sales  per  employee, 

but  is  still  unprofitable. 

1  Pulte 

43.3 

572.7 

(2) 

478.3 

(1) 

4.2 

2  Centex 

12.6 

494.3 

(3) 

351.4 

(2) 

7.4 

3  Foster  Wheeler 

6.6 

323.9 

(4) 

283.8 

(4) 

12.4 

4  Fluor 

5.8 

255.9 

(5) 

76.3 

(5) 

47.1 

5  Turner 

-0.6 

1,243.1 

(1) 

335.2 

(3) 

2.7  ■ 

Industry  medians 

6.6 

494.3 

335.2 

Construction-building  materials 

In  1995  Masco  lost  $12,300  per  employee; 

in  1996  it  earned  $14,300  per  employee. 

1  Schuller 

52.5 

200.3 

(2) 

251.2 

(1) 

7.8 

2  Masco 

14.3 

156.8 

(3) 

179.3 

(3) 

20.7 

3  Owens  Corning 

-15.7 

211.8 

(1) 

216.2 

(2) 

18.1 

Industry  medians 

14.3 

200.3 

216.2 

Construction-cement  &  gypsum 

USG  earned  only  $1,200  per  employee  last  year.  But  that's  better 

than  its  loss  of  $2,600  per  worker  in  1995. 

1  Vulcan  Materials 

27.2 

226.5 

(2) 

190.7 

(2) 

6.9 

2  Lafarge 

21.0 

245.7 

(1) 

270.1 

(1) 

6.7 

3  USG 

1.2 

207.2 

(3) 

145.4 

(3) 

12.5 

Industry  medians 

21.0 

226.5 

190.7 

Consumer  durables-appliances 

Albert  Dunlap  has  his  work  cut  out  for  him: 

Sunbeam  lost  $38,100  per  employee  in  1996. 

1  Black  &  Decker 

7.8 

168.0 

(2) 

176.2 

(2) 

29.3 

2  Maytag 

7.4 

162.0 

(4) 

125.7 

(4) 

18.5 

3  Whirlpool 

3.3 

185.8 

(1) 

171.3 

(3) 

46.8 

4  Sunbeam 

-38.1 

164.0 

(3) 

178.8 

(1) 

6.0 

Industry  medians 

5.4 

166.0 

173.8 

Consumer  durables-automobiles  &  trucks 

Chrysler's  profits  per  employee  rose  56%,  to  $29,500. 

GM's  fell  21%,  to  $7,700. 

1  Chrysler 

29.5 

487.3 

(1) 

445.9 

(2) 

126.0 

2  Paccar 

14.0 

318.9 

(4) 

368.6 

(3) 

14.4 

3  Ford  Motor 

12.0 

397.3 

(2) 

710.5 

(1) 

370.0 

4  General  Motors 

7.7 

253.2 

(5) 

342.8 

(4) 

648.0  . 

5  Navistar  IntI 

3.8 

371.2 

(3) 

314.4 

(5) 

15.1  ; 

Industry  medians 

12.0 

371.2 

368.6 
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"Cancel  tne  warm  milk. 
I  don't  tkinl?  ill  nee  Jit! 


iiiiit^iii>i».f» 


l>.t.l.  !m.,l..J 


rlie  aJvantages  of  a  Four  Seasons  Hotel  are  olivioiis  even  in  the  dark.  Tliere's  tlie  sensation  of  slipping 
tetween  fine  cotton  slieets,  tliouglitfully  Frenck-folded  for  dreamlike  comfort.  Tke  luxury  of  curling  up  under 
our  goose-down  duvets.  Tke  kack-sootking  firmness  of  our  mattresses,  eack  custom-  , 
made  to  Four  Seasons  specifications.  Awakening  kours  later,  you'll  feel  as  if  you  kaven't 
slept  so  soiuidly  in  years.  So  we  apologize,  in  advance,  for  tke  promptness  t» 

of  our  wake-up  call.  Tke  d  emands  of  kusiness  demand  notkine;  less.  Call  Four  Seasons  Hotels 
your  travel  counsellor  or  in  tke  U.S.,  1-800-332-3442.  Wek  site:  www.isnr.ccim 

Pour  Seasons  •  Regent.  De/inincj  lite  art  oj service  al  4O  lioleL  in  fQ  counlrivs. 


Four  Skasons  •  Kkgent 
hotels  and  resokts 


After  leading 


the  industry 


in  pprta|>les 


for  years,  we  Ve 


set  our  sights 


on  something 


^TosabaAmexElnitraanor.SyHems  b:  EcrauT^arcSecaeaeeparetiaMii^  ciarge  AHpnxmsindicaiedby  naderHasyntoisarenademaataiand^'orregiaBaibya^i^^  ftamiancLA! 

aie  lejsBa  aaaena-E  and    Pranic  Piocesm  U?o  and  to  iWA'Pm 


Introducing  the  Toshiba  Equium! 


We  know  you  have  high  expectations.  So  when 


you  asked  for  a  new  line  of  business  systems,  we  put 


the  same  ingenuity,  quality  and  design  you  Ve  come  to  expect 


from  our  portables  into  oui  new  Equium  line.  With  our  history  of 


technical  excellence,  you  can  be  sure  they  are  powerful  and  reliable 


•hnl  computers.  Offering  you  proven  quality  and  delivering 

the  nght  tools  to  help  you  mamtam  a  competitive  edge. 
The  Equium  line  incorporates  features  that  increase  productivity  and 
manageability  Like  the  latest  Intel  processors,  system  monitoring  software 


PENTIUIVUPRO 

PROCESSOR 


and  robust  secunty.  And  with  Toshiba 's  sleep  button,  mth  Secure  Sleep™  and 
Instant  On  features,  you'll  save  time  and  money 
There's  even  room  for  growth,  provided  by  enough 
system  memory  and  hard  disk  capacity  to  handle  your  future  application 


features.  Relationships  are  a  key  component  to  our  success.  Working 
v/ith  strategic  partners  and  most  importantly,  keeping  an  open 

MOOSCMT. 
COMMIBLE 

dialogue  with  you  to  create  solutions  together  To  bring  you  the 
best  products  possible  like  our  new  Equium  line  of  computers. 
Find  out  more  about  it.  Call  1-800-457-7777  or  look  us  up 
on  the  Web  at  http://equium.toshiba.com. 

In  Touch  with  Tomorrow 

TOSHIBA 


►  PRODUCTIVITY  aDVANTaGJ,S 

Designed  to  enhance  pioductwitY  with  Intel 
Pentium*  Pro  processor,  Windows  NTm, 
Instant  On  and  Secure  Sleep  features 
Savmg  you  tune,  energy  and  money. 

^  BUILT-IN  MANAGEABIliTY 

DMI  2.0  support  and  Intel  LANDesk*  cbent 
manager  software  allow  easy  system  management 
to  lower  youi  total  cost  of  owning  a  computet. 

►  PROTECTIIVG  ?OUR  INVESTMENT 

A  rich  feature  set  offers  performance  and 

value  today  and  in  the  hiture  with  10/100 
Ethernet,  USB  ports  and  enough  system 
memory  and  hard  disk  capacity  to  handle 
hituie  application  needs 

QUALITY  AND  RELIABILITY 

You  can  rely  on  Toshiba,  the  world  leader  ui 
portable  technology,  to  bnng  you  the  same 
quality  and  ingenuity  m  our  new  Equium  hne. 

Equium  6200M 

:  20CMHZ  Pentium  Pro  Processor 
Dual  processor  support  ; 

i  32MB  EDO  DRAM, 
:  expandable  to  512MB 

4  5  billion  byte  (=4  24GB)  : 
ulna-wide  SCSI  hard  dnve  '. 

:i2XIDECI>R0M 

Pa/ATI3DRAGE~  n+  j 
video  contiollei  : 

\  2MB  SGRAM  video  memory, 
:  expandable  to  4MB 

Sound  Blaster*  Pro  compatible  ; 

:3Pa,lPa/ISA(shared) 
:  expansion  slots 

4  extemal/2  internal  drive  bays  '• 

1 2  USB,  1  senal,  1  parallel  ports 

Integrated  Intel  EtherExpress"  : 
Pio/IOOB  10/lOOMbps  Ethernet*  : 


needs.  But  there's  more  to  building  a  better  computer  than  just  great         :200-vi;att  power  supply 


Sleep  button  vmth  Instant  On  I 
and  Secure  Sleep*  ; 

;  Miaosofts  Windows  NT  Workstation 

Intel  LANDesk  Client  Manager  ; 

•DMI  2.0 


Secunty  features' chassis  intrusion  '. 
alert  and  key  lock  port  • 


'.  3-year  limited  wananty, 
•  with  one  year  on  site 


contiguialionsdk}  available  * 


tfUPii  HHU  rnuuumiMii  i 


Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank! 

Assets- 

rank) 

(000) 

Consumer  durables-automotive  parts 

\  In  1995  Goodyear  ranked  fifth,  with  $6,900  in  profits  per  employee. 

;  Now  it's  in  last  place  with  just  $1,100. 

i   1  Collins  &  Alkman 

17.9 

114.8 

(11) 

154.5 

(2) 

9.9 

i   2  Genuine  Parts 

14.1 

245.0 

(1) 

108.0 

(5) 

23.4 

i   3  AlliedSignal 

12.4 

169.2 

(4) 

155.4 

(1) 

82.6 

4  TRW 

7  0 
l.i 

1  yi  Q  c 
14y.b 

(7) 

89.6 

(11) 

65.9 

;  5  Cummins  Engine 

6.7 

220.0 

141.0 

23.9 

i  5  Dana 

6.7 

173.4 

(3) 

135.4 

(4) 

45.5 

i  7  Echlin 

5.5 

127.1 

(10) 

92.2 

(10) 

26.6 

8  Johnson  Controls 

3.9 

159.6 

(5) 

105.8 

(7) 

62.5 

.   9  ITT  Industries 

3.8 

141.8 

(9) 

93.1 

(9) 

59.0 

i  9  Lear 

3.8 

157.3 

(6) 

96.1 

(8) 

39,7 

11  Goodyear 

1.1 

143.6 

(8) 

105.9 

(6) 

91.3 

Industry  medians 

6.7 

157.3 

105.9 

Consumer  durables-home  furnishings 

Tupperware,  formerly  part  of  Premark  International, 

has  $24,300  in  profits  per  worker. 

1  Tupperware 

24.3 

195.6 

(2) 

139.8 

(3) 

7.0 

2  Armstrong  World  Ind 

15.6 

204.0 

(1) 

202.0 

(1) 

10.6 

3  Newell  Co 

11.5 

129.1 

(4) 

135.1 

(4) 

22.2 

4  Rubbermaid 

11.0 

169.9 

(3) 

148.2 

(2) 

13.9 

5  Leggett  &  Piatt 

7.3 

118.0 

(5) 

82,0 

(5) 

20.9 

6  Shaw  Industries 

1.2 

111.2 

(6) 

69.0 

(6) 

28.8 

Industry  medians 

11.3 

149.5 

137.5 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

[rank] 

Assets  (rank) 

(000) 

Consumer  durables-recreation  equipment 

:  Harley-Davidson  earned  nearly  four  times  as  much 

;  per  employee  as  Brunswick. 

1  Harley-Davidson 

33.2 

306.2 

(1) 

264.0 

(1) 

5.0  ^ 

2  Brunswick 

8.7 

148.4 

(3) 

131.6 

(2) 

21.3 

:   3  Fleetwood  Enterprise 

6.6 

161.1 

(2) 

48.0 

(3) 

18.0  ■ 

Industry  medians 

8.7 

161.1 

131.6 

i  Consumer  nondurables-personal  products 

:  Kimberly-Clark  is  moving  up  in  the  ranks.  The  company  earned 

:  $25,500  per  employee  last  year,  versus  $600  in  1995. 

\   1  Clorox 

44.3 

444.1 

(1) 

511.5 

(1) 

5.3 

:   2  Procter  &  Gamble 

31.4 

341.9 

(2) 

273.0 

(3) 

103.0 

i   3  Kimberly-Clark 

25.5 

238.9 

(4) 

215.2 

(7) 

55.1 

i  4  Fort  Howard 

24.7 

229.1 

(6) 

234.1 

(6) 

6.9 

\  5  Gillette 

22.1 

225.5 

(8) 

242.7 

(5) 

43.0 

i   6  Colgate-Palmolive 

16.8 

230.8 

(5) 

208.5 

(8) 

37.9 

7  Estee  Lauder  Cos 

13.2 

245.5 

(3) 

143.7 

(9) 

13.5 

;   8  Service  Corp  IntI 

10.5 

91.0 

(10) 

351.7 

(2) 

25.2 

9  Avon  Products 

9.7 

146.3 

(9) 

67.6 

(10) 

32.9 

10  James  River  Corp  Va 

6.3 

227.4 

(7) 

261.4 

(4) 

25.0 

Industry  medians 

19.5 

230.0 

238.4 

Consumer  nondurables-photography  &  toys 

Hasbro  is  the  best  toy  company.  It  leads  in  profits. 

sales  and  assets  per  employee. 

:  1  Hasbro 

15.4 

231.0 

(1) 

207.8 

(1) 

13.0 

i   2  Mattel 

14.5 

145.6 

(3) 

111.3 

(3) 

26.0 

;   3  Eastman  Kodak 

13.5 

166.9 

(2) 

150.9 

(2) 

95.7 

Industry  medians 

14.5 

166.9 

150.9 

;  Consumer  nondurables-wearing  apparel 

i  Profits  per  employee  at  Nike  rose  29%,  to  $46,300. 

I  Rival  Reebok  took  a  step  backward.  Its  profits  per  worker  fell  18% 

i   1  NIKE 

46.3 

507.8 

(1) 

287.5 

(1) 

17.2 

2  Liz  Claiborne 

21.5 

305.9 

(3) 

190.7 

(3) 

7.3 

3  Reebok  International 

20.0 

500.4 

(2) 

257.0 

(2) 

7.0 

.   4  VF 

4.7 

80.3 

(4) 

53.9 

(5) 

64.0 

i  5  Fruit  of  the  Loom 

4.6 

73.8 

(5) 

76.8 

(4) 

33.2 

Industry  medians 

20.0 

305.9 

190.7 

Electric  utilities-north  central 

Ohio  Edison  and  Centerior  Energy  are  close 

geographically, 

but  not  in  productivity. 

1  Ohio  Edison 

69.4 

543.6 

(1) 

1,973.4 

(1) 

4.5 

2  DPL 

54.9 

471.2 

(3) 

1,282.3 

(7) 

2.7 

3  lllinova 

53.1 

469.5 

(4) 

1,588.2 

(2) 

3.6 

4  Union  Electric 

49.9 

369.8 

(14) 

1,124.0 

(10) 

6.1 

5  Wisconsin  Energy 

48.4 

393.4 

(11) 

1,066.9 

(12) 

4.5 

6  DOE 

46.8 

320.3 

(16) 

1,212.8 

(9) 

3.8  i 

7  Nipsco  Industries 

41.5 

427.4 

(7) 

1,002.9 

(13) 

4.3  i 

8  No  States  Power 

41.3 

399.1 

(10) 

998,0 

(14) 

6.7 ; 

9  Cinergy 

40.4 

391.3 

(13) 

1,067.6 

(11) 

8.3  i 
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As,  you  ease  into  your  cuslom- 
designed  rediner,  you  fmd  that 
extra  space  has  been  provided 

IL/i^umg  iPooiTTni^  duiriLimg  nrooinrTi^  oJtitKCcey 

Jor  working,  dining,  dreaming. 
Even  more  comforting,  you  find 
you  now  have  the  option  to  do 
each  whenever  you  please.  So 
make  yourself  at  home.  Trans 
World  One'"  Available  on  trans- 
atlantic and  transcontinental 


flights.  Contact  your  travel  agent, 
or  call  TWA  at  1-800-221-2000. 


FIRST  CLASS  SERVICE.   BUSINESS   C  L,  A  8  S  FARE. 


TWA 


^an  Pr«|icisco       St.  Lyoiais  ILon<3on 


TA  Aviv       M«drul       Rom,-  M>U 


Rank  Company   Per  employee  ($000)  Employees 

Profits    Sales     (rank)    Assets  (rank)  (000) 


\  Electric  utilities-north  central 

in  llnirnm 

lU  UIIIUUIII 

39.3 

409.4 

(8) 

1,380.2 

(4) 

16.9 

i  11  DTE  Energy 

36.8 

433.8 

(6) 

1,310.8 

(6) 

8.4 

;  12  MidAmerican  Energy 

36.4 

519.6 

(2) 

1,265.1 

(8) 

3.6 

i  13  Western  Resources 

33.8 

409.1 

(9) 

1,328.8 

(5) 

C  ft 

5.0 

:  14  American  Electric 

32.2 

320.9 

(15) 

871.5 

(15) 

18.2 

;  15  CMS  Energy 

24.3 

438.0 

(5) 

870.9 

(16) 

9.9 

;  16  Centerior  Energy 

18.6 

392.4 

(12) 

1,569.1 

(3) 

6.5 

Industry  medians 

40.9 

409.3 

1,239.0 

i  Electric  utilities-northeast 

i  Utilities  are  becoming  leaner:  In  the  last  five  years  this  group  has  seen 

i  a  39%  gain  in  profits  per  employee,  44%  in  sales  and  46%  in  assets. 

\   1  PECO  Energy 

71.8 

594.9 

(1) 

2,119.2  ' 

(2) 

7.2 

:   2  Long  Island  Lighting 

57.1 

568.3 

(2) 

2,202.3 

(1) 

5.5 

i   3  Pub  Svc  Enterprise 

55.5 

548.0 

(3) 

1,534.3 

(4) 

11.0 

:  4  Potomac  Electric 

54,1 

445.4 

(8) 

1,574.2 

(3) 

4.4 

\   5  PP&L  Resources 

50.3 

444.7 

(9) 

1,472.3 

(5) 

6.5 

i  6  New  England  Electric 

43.4 

488.7 

(5) 

1,085.9 

(10) 

4.8 

;   7  New  York  State  E&G 

43.3 

500.3 

(4) 

1,229.3 

(7) 

4.1 

i  8  Consolidated  Edison 

42.9 

429.8 

(11) 

868.2 

(15) 

16.2 

:  9  Boston  Edison 

39.5 

465.3 

(6) 

1,041.4 

(12) 

3.6 

;  10  Allegheny  Power 

38.2 

423.3 

(12) 

1,203.6 

(8) 

5.5 

i  11  Baltimore  G&E 

36.4 

368.9 

(14) 

1,000.5 

(14) 

8.5 

i  12  GPU 

30.4 

399.2 

(13) 

1,114.6 

(9) 

9.8 

'  13  American  Water  Work 

25.9 

228.2 

(15) 

1,028.3 

(13) 

3.9 

14  Niagara  Mohawk  Pwr 

20,4 

457.2 

(7) 

1,077,2 

(11) 

8.7 

:  15  Northeast  Utilities 

0.2 

435.4 

(10) 

1,234,0 

(6) 

8.7 

Industry  medians 

42.9 

445.4 

1,203.8 

i  Electric  utilities-south  central 

A  huge  writeoff  caused  Texas  Utilities  to  be  ranked  at  the  bottom  last 

year  in  profits  per  employee.  This  year  it's  back  in  first  place. 

1  Texas  Utilities 

65,0 

565.2 

(1) 

1,844.3 

(1) 

11.6 

;  2  Houston  Industries 

47,7 

482.0 

(3) 

1,446.3 

(3) 

8.5 

'  3  Central  &  So  West 

36,5 

438.7 

(4) 

1,134.5 

(4) 

11,8 

4  Entergy 

31,5 

537.2 

(2) 

1,722.1 

(2) 

13.3 

Industry  medians 

42.1 

509.6 

1,584.2 

Electric  utilities-southeast 

LG&E  Energy,  based  in  Louisville,  Ky.,  has  the  highest  sales 

per  employee  among  all  U.S.  electric  companies  in  the  Forbes 

500s, 

but  ranks  low  in  profit  generation. 

1  Carolina  Power  &  Lt 

56.3 

430.9 

(5) 

1,203.9 

(2) 

7.0 

2  FPL  Group 

53,6 

558.9 

(2) 

1,131.2 

(3) 

10.8 

3  Scana 

49,9 

350,5 

(6) 

1,102.7 

(4) 

4.3 

4  TECO  Energy 

45,5 

333.9 

(8) 

807.1 

(7) 

4.4 

5  Dominion  Resources 

42,6 

436,8 

(3) 

1,344.4 

(1) 

11.1 

6  Duke  Power 

41,9 

273.1 

(9) 

773.1 

(8) 

17.4 

7  Southern  Co 

36,9 

338,9 

(7) 

991.1 

(5) 

30.6 

8  Florida  Progress 

34,7 

436,6 

(4) 

739.4 

(9) 

7.2 

9  LG&E  Energy 

33.6 

1,158.3 

(1) 

971.9 

(6) 

3.1 

Industry  medians 

42.6 

430.9 

991.1 

Rank  Company   Per  employee  ($000)   Employees 


Profits 

Sales 

(rank) 

Assets 

(rank) 

(000) 

Electric  utilities-west 

Hawaiian  Electric's  power  is  the  most  expensive  in  the  U.S., 

yet  its  profits  per  employee  are  meager. 

1  Puget  Sound  Energy 

64,1 

567.3 

(2) 

1,508.4 

(3) 

2.1  i 

2  Enova 

55,0 

475,2 

n\ 
w) 

1  1 08 
1,  lUo.O 

(6) 

4.2  : 

3  Edison  International 

49,6 

591.4 

(1) 

1,699.7 

(2) 

14.4  \ 

4  PacifiCorp 

40,5 

344.1 

(7) 

1,172.8 

(5) 

12.5  ; 

5  Public  Service  Colo 

403 

459,6 

(4) 

967.8 

(8) 

4.7  i 

6  PG&E 

34,3 

436.8 

(5) 

1,187.7 

(4) 

22.0  : 

7  Pinnacle  West 

28,0 

252.2 

(8) 

969.5 

(7) 

7.2  '■ 

8  Hawaiian  Electric 

23,5 

420.8 

(6) 

1,770.8 

(1) 

3.4  ■ 

Industry  medians 

40.4 

448.2 

1,180.3 

Energy-gas  distributors 

UtiliCorp  United  leads  the  group  in  sales  ($917,300  per  worker). 

but  its  profits  per  worker  are  about  half  that  of  leader  MCN  Energy. 

1  MCN  Energy  Group 

44,5 

590.7 

(2) 

1,074.7 

(1) 

3.4 

2  Nicer 

40,7 

552.4 

(3) 

727.9 

(3) 

3.4 

3  UtiliCorp  United 

22,4 

917.3 

(1) 

996.2 

(2) 

4.7 

Industry  medians 

40.7 

590.7 

996.2 

Energy-integrated  gas 

After  losing  money  in  1995,  Columbia  Gas 

now  shows  profits  of  $23,000  per  employee. 

1  Union  Pacific  Res 

206.4 

1,178.2 

(2) 

2,348.1 

(2) 

1.6 

2  NGC 

75,5 

4,840.1 

(1) 

2,795.9 

(1) 

1.5 

3  Consol  Natural  Gas 

45.8 

582.6 

(4) 

921.3 

(3) 

6.5 

4  Pacific  Enterprises 

26.2 

330.7 

(6) 

669.1 

(4) 

7.8 

5  Columbia  Gas  System 

23.0 

348.4 

(5) 

623.7 

(5) 

9.6 

6  NorAm  Energy 

14.5 

728.9 

(3) 

611.6 

(6) 

6.6 

Industry  medians 

36.0 

655.8 

795.2 

Energy-international  oils 

These  companies  had  median  profits  per  worker 

of  $43,400  in  1995.  The  median  is  now  $67,100. 

1  Exxon 

93.3 

1,450,0 

(3) 

1,186.7 

(1) 

80.5 

2  Texaco 

70.6 

1,558,0 

(1) 

942.7 

(3) 

28.6 

3  Amoco 

67.1 

761.7 

(5) 

760.6 

(5) 

42.2 

4  Mobil 

63.5 

1,523.1 

(2) 

993.7 

(2) 

46.7 

5  Chevron 

62.2 

896.5 

(4) 

831.4 

(4) 

41.9 

Industry  medians 

67.1 

1,450.0 

942.7 

Energy-oilfield  services 

Global  Marine's  profits  per  employee:  $85,800.  No  wonder  the  stock 

is  up  2,000%  over  the  past  five  years. 

1  Global  Marine 

85.8 

324.1 

(1) 

384.7 

(3) 

2.1  = 

2  Ensco  International 

31,3 

153.7 

(6) 

431.3 

(2) 

3.1  ■ 

3  Transocean  Offshore 

26,0 

176.3 

(5) 

814.4 

(1) 

3.0 

4  Baker  Hughes 

12,1 

196.4 

(3) 

210.0 

(4) 

16.0 

5  Western  Atlas 

9,0 

185.8 

(4) 

200.2 

(5) 

13.9  I 

6  Dresser  Industries 

8,1 

209.6 

(2) 

156.9 

(6) 

32.3  '■ 

7  Halliburton 

5,1 

124.7 

(7) 

74.9 

(7) 

59.2  . 

Industry  medians 

12.1 

185.8 

210.0 
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Rank  Company   Per  employee  ($000)  Employees 

Profits    Sales     (rank)    Assets  (rank)  (000) 


\  Energy-Other  energy 

;  Last-place  Sun  Co.  lost  $9,500  per  worker. 

In  1995  Sun  earned 

:  $16,500  per  employee,  which  was  close  to  the  median  at  the  time. 

:   1  Burlington  Resources 

;  158,4 

I  803.1 

i  (8) 

:  2,680.7 

i  (2) 

i  1-6 

;   2  Oryx  Energy 

;  148.2 

;  1,061.8 

i  (3) 

;  1,759.1 

i  (5) 

\  11 

I   3  Union  Texas  Petrol 

;  137.6 

;  911.8 

i  (4) 

1,755.9 

'■  (6) 

^  1.1 

;  4  Apache 

;  95.5 

:  768.8 

:  (10) 

2,700.6 

(1) 

1.3 

;   5  Anadarko  Petroleum 

i  87.3 

:  493.5 

i  (15) 

2,241.1 

(3) 

1.2 

i   6  Atlantic  Richfield 

i  76.5 

854.8 

•  (7) 

1,182.3 

(7) 

21.8 

;   7  Phillips  Petroleum 

i  75.3 

909.3 

(6) 

783.1 

(12) 

17.3 

i   8  Amerada  Hess 

i  72.7 

910.5 

(5) 

856.8 

(10) 

9.1 

i   9  Fina 

■  57.7 

1,537.2 

(2) 

1,075.6 

(9) 

2.7 

j  10  Kerr-McGee 

56.2 

493.4 

(16) 

798.2 

(11) 

3.9  . 

j  11  Occidental  Petroleum 

44.2 

669.2 

(11) 

1,117.8 

(8) 

15.8  : 

1  12  Valero  Energy 

43.7 

3,001.0 

(1) 

1,893.9 

(4) 

1.7  i 

;  13  USX-Marathon 

32.8 

662.9 

(12) 

496.1 

(14) 

20.5  i 

;  14  Mapco 

18.2 

624.6 

(14) 

404.4 

(17) 

5.4  i 

i  15  Pennzoil 

13.5 

238.9 

(20) 

416.7 

(15) 

9.9  i 

j  16  Tosco 

9.2 

625.6 

(13) 

224.1 

(19) 

15.9  i 

i  17  Ashland 

4.5 

353.6 

(19) 

208.6 

(20) 

35.3  i 

;  18  Unocal 

3.0 

440.9 

(18) 

755.0 

(13) 

12.1  i 

i  19  Ultramar  Diamond 

-2.1 

482.8 

(17) 

260.0 

(18) 

17.0  i 

j  20  Sun  Co 

-9.5 

796.6 

(9) 

416.1 

(16) 

12.1  i 

Industry  medians 

50.2 

719.0 

827.5 

i  Energy-other  gas 

j  El  Paso  Energy  has  the  most  assets 

j  but  the  least  profits,  per  employee. 

j   1  Sonat 

106.0 

1,788.7 

(2) 

1,988.8 

(3) 

1.9  i 

i   2  Enron 

82.4 

1,875.9 

(1) 

2,278.0 

(2) 

7.1  i 

i   3  PanEnergy 

72.2 

1,507.4 

(4) 

1,713.6 

(4) 

5.0  i 

!  4  Williams  Cos 

34.3 

333.8 

(6) 

1,174.0 

(5) 

10.6  i 

!  5  Coastal 

33.1 

789.4 

(5) 

769.1 

(6) 

15.1  i 

!  6  El  Paso  Energy 

19.5 

1,546.0 

(3) 

4,474.6 

(1) 

1.9 : 

Industry  medians 

53.3 

1,526.7 

1,851.2 

i  Entertainment  &  information-advertising  &  publishing 

i  Times  Mirror's  housecleaning  is  starting  to  show  results: 

j  It  earned  $10,800  per  worker,  versus  losing 

$17,100  a  year  earlier. 

;  1  Tribune 

35.1 

227.0 

(3) 

349.1 

(1) 

10.6  i 

2  McGraw-Hill  Cos 

31.3 

194.2 

(7) 

230.0 

(6) 

15.8  i 

3  Vlfashington  Post 

31.0 

260.1 

(2) 

262.5 

(4) 

7.1  i 

4  Gannett 

27.5 

128.9 

(13) 

185.1 

(11) 

34.3  i 

5  EWScripps 

19.4 

167.4 

(10) 

218.4 

(8) 

6.7  i 

6  Dow  Jones 

16.5 

215.1 

(4) 

239.2 

(5) 

11.5  i 

7  Knight-Ridder 

13.2 

136.9 

(12) 

143.1 

(14) 

20.3  i 

8  Harcourt  General 

11.6 

205.7 

(6) 

211.5 

(9) 

16.3  \ 

S  Times  Mirror 

10.8 

177.4 

(8) 

184.2 

(12) 

19.2  i 

10  Interpublic  Group 

9.9 

117.3 

(15) 

230.0 

(6) 

20.7  \ 

11  Omnicom  Group 

8.4 

125.5 

(14) 

192.7 

(10) 

21.1  i 

12  Reader's  Digest  Assn 

8.0 

471.0 

(1) 

311.9 

(2) 

6.3  i 

13  American  Greetings 

7.3 

96.7 

(16) 

106.9 

(16) 

21.7  i 

14  New  York  Times 

6.7 

208.4 

(5) 

282.1 

(3) 

12.6  \ 

15  Dun  &  Bradstreet 

-1.8 

139.4 

(11) 

148.1 

(13) 

15.5  ' 

16  RR  Donnelley  &  Sons 

-4.1 

170.1 

(9) 

125.0 

(15) 

38.8  i 

Industry  medians 

11.2 

173.8 

215.0 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank; 

Assets 

(rank) 

(000) 

:  Entertainment  &  information-broadcasting  &  movies 

\  Time  Warner  is  near  industry  medians  in  sales  and  assets  per 

i  employee  but  is  still  having 

a  hard  time  generating  profits  from  its  workers. 

i  1  King  World  Prods 

^  307.2 

1,446.9 

(1) 

1,918.0 

(2) 

0.5 

;  2  Viacom 

■  20.5 

198.8 

(8) 

473.7 

(8) 

60.8 

;   3  Walt  Disney 

16.2 

234.5 

(6) 

428.2 

(9) 

90.3 

i   4  Clear  Channel  Common 

15.1 

159.9 

(10) 

532.0 

(7) 

2.5 

i   5  Tele-Com-Liberty 

2.4 

244.2 

(5) 

397.6 

(10) 

6.0 

i   6  Comcast 

^.1 

313.1 

(2) 

937.1 

(4) 

12.9 

:   7  Time  Warner 

-4.2 

269.7 

(3) 

939.5 

(3) 

37.3 

;   8  US  West  Media 

-6.3 

264.0 

(4) 

2,133.1 

(1) 

11.2 

:   9  Cox  Communications 

-7.4 

209.7 

(7) 

830.5 

(5) 

7.0 

i  10  Tele-Com-TCI 

-13.2 

169.1 

(9) 

722.1 

(6) 

39.0  : 

Industry  medians 

-0.9 

239.4 

776.3 

\  Financial  services-brokerage 

:  Warren  Buffett  is  no  longer  the  chief  executive  of  Salomon, 

:  but  his  brief  tenure  in  that  office  put  the  company  on  the  right  track. 

1  Salomon 

106.4 

1,055.7 

(3) 

22,985.8 

(1) 

8.5  ; 

i   2  Morgan  Stanley 

98.7 

1,260.7 

(2) 

18,841.9 

(2) 

10.4  ; 

i   3  Bear  Stearns  Cos 

74.9 

713.2 

(4) 

13,686.0 

(4) 

7.7  i 

i  4  Quick  &  Reilly  Group 

73.0 

435.2 

(6) 

3,237.0 

(7) 

1.2  i 

i   5  Alex.  Brown 

61.3 

421.1 

(7) 

1,010.6 

(9) 

2.5  1 

i   6  Lehman  Bros  Holding 

54.3 

1,860.6 

(1) 

16,779.2 

(3) 

7.7  ! 

i   7  Merrill  Lynch 

33.8 

522.2 

(5) 

4,447.1 

(5) 

47.9  . 

i   8  Charles  Schwab 

23.9 

232.3 

(9) 

1,406.0 

(8) 

9.8  i 

:   9  PaineWebber  Group 

22.9 

359.2 

(8) 

3,305.9 

(6) 

15.9  i 

i  10  AG  Edwards 

18.0 

142.0 

(12) 

302.3 

(11) 

11.6  i 

i  11  Aon 

17.2 

199.4 

(10) 

703.7 

(10) 

19.5  j 

:  12  Marsh  &  McLennan 

16.9 

153.1 

(11) 

167.7 

(12) 

27.1  : 

Industry  medians 

44.1 

428.2 

3,271.5 

i  Financial  services-lease  &  finance 

:  Ambac  and  MBIA  need  only  a  handful  of  employees 

:  to  collect  millions  in  municipal  bond  insurance  premiums. 

i  1  Ambac 

1,217.3 

1,995.8 

(3) 

25,885.3 

(3) 

0.2  : 

;   2  MBIA 

870.7 

1,474.4 

(4) 

23,140.6 

(4) 

0.4  : 

:   3  Fannie  Mae 

834.4 

7,592.1 

(1) 

106,376.2 

(1) 

3.3  i 

:  4  Federal  Home  Loan 

392.5 

3,780.3 

(2) 

54,248.4 

(2) 

3.2  i 

:   5  MGIC  Investment 

264.3 

764.0 

(6) 

2,277.0 

(8) 

1.0  i 

i   6  Finova  Group 

125.3 

868.2 

(5) 

8,058.6 

(6) 

0.9 ; 

:   7  Green  Tree  Financial 

93.8 

280.7 

(16) 

1,151.9 

(17) 

3.3  : 

'   8  SallieMae 

88.0 

753.1 

(7) 

9,991.6 

(5) 

4.8  : 

:  9  First  USA 

74.6 

471.7 

(8) 

2,758.3 

(7) 

3.7  ; 

10  Franklin  Resources 

71.2 

342.5 

(12) 

576.5 

(20) 

4.7 ; 

11  Advanta 

59.4 

379.2 

(9) 

1,889.7 

(10) 

3.0  ; 

12  Countrywide  Credit 

53.3 

343.2 

(11) 

1,686.9 

(12) 

4.8  i 

13  Household  IntI 

39.6 

372.0 

(10) 

2,176.1 

(9) 

13.6  : 

14  MBNA 

39.0 

269.4 

(17) 

1,399.7 

(14) 

12.2  i 

15  Capital  One  Financial 

33.4 

306.2 

(13) 

1,390.8 

(15) 

4.7  ; 

16  Beneficial 

30.1 

296.5 

(14) 

1,808.7 

(11) 

9.4  i 

17  Dean  Witter  Discover 

29.8 

282.7 

(15) 

1,328.2 

(16) 

31.9  ; 

18  American  Express 

26.7 

235.2 

(19) 

1,521.4 

(13) 

71.3  i 

19  GATX 

17.3 

237.7 

(18) 

798.4 

(19) 

6.0  i 

20  Rouse 

4.2 

194.1 

(20) 

850.3 

(18) 

4.3  : 

Industry  medians 

65.3 

357.6 

1,849.2 
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Rank  Company   Per  employee  ($000)^  Employees 


Profits 

Sales 

(rank 

Assets 

rank) 

(000) 

!  Financial  services-multinational  banks 

i  JP  Morgan  dominates  this  sector  by  extracting  28% 

:  more  profits  per  employee  than  second-place  Republic  NY. 

i   1  JP  Morgan  &  Co 

101.1 

1,019.0 

(1) 

14,259.9 

(1) 

15.6 

i   2  Republic  New  York 

79.0 

618.7 

(3) 

9,867.7 

(2) 

5.3 

i   3  Citicorp 

43.4 

373.3 

(5) 

3,217.1 

(5) 

87.4 

i   4  Bankers  Trust  NY 

41.8 

652.9 

(2) 

8,207.7 

(3) 

14.6 

i  4  First  Chicago  NBD 

41.8 

294.3 

(6) 

3,043.8 

(7) 

34.4 

:   6  BankAmerica 

36.4 

277.7 

(7) 

3,176.1 

(6) 

79.0 

i   7  Cliase  Manhattan 

35.0 

390.4 

(4) 

4,785.0 

(4) 

70.2 

i  8  Bank  of  Boston 

28.4 

273.0 

(8) 

2,726.7 

(8) 

22.9 

Industry  medians 

41.8 

381.9 

4,001.1 

i  Financial  services-regional  banks 

i  Bank  of  New  York  and  First  Bank  System  show 

i  the  highest  net  income  per  employee  among 

regional  banks. 

1   Rank  nf  Nfvv  Ynrk 

63.9 

357.4 

(51 

3,488.8 

(9) 

16.0 

0  Fir^t  Rnnk  ^uctpm 
c   riioi  Ddiin  oyoiciii 

58.6 

279.0 

2,889.1 

(28) 

12.6 

:  3  City  National 

53.3 

260.4 

(20) 

3,378.6 

(12) 

1.2 

i  4  Fifth  Third  Bancorp 

52.9 

277.1 

(15) 

3,246.8 

(17) 

6.3 

\  5  Charter  One  FinI 

51.4 

426.6 

(2) 

5,597,7 

(2) 

2.5 

R  Vitnpu  Natl  ftanrnrn 
u   vdiicy  Hall  Daiii/Ui  p 

50  0 

?5Q  7 

(911 

^  471  fi 

(10) 

1.4 

7   Rank  ilnitpH 

4Q  5 

JU /  -U 

4  484.9 

(5) 

2.5 

8  North  Fork  Bancorp 

48.3 

337.5 

(8) 

4,447.4 

(6) 

1.3 

i  9  Collective  Bncp 

47.8 

380.7 

(3) 

5,555.0 

(3) 

1.0 

;  10  Provident  Bncp 

46.1 

351.4 

(6) 

3,875.8 

(8) 

1.8 

1 1    MatI  PnmiTiorrp  Rnm 

1  1    Hall  uUIIIIIICIbC  DIILfJ 

4/1  7 

977  8 

LI  l  .0 

(16) 

1.3 

\c   niggo  iiaiiuiiai 

42  6 

751  5 

\LJf 

^^17  9 

0,0  LI  .L 

(14) 

1.5 

i  13  Mercantile  Bkshs 

41.7 

208.9 

(52) 

2,362.3 

(51) 

2.8 

i  14  Wilmington  Trust 

41.0 

227.8 

(41) 

2,342.9 

(57) 

2.4 

i  15  PNC  Bank 

40.7 

259.6 

(22) 

3,002.5 

(24) 

24.4 

1  o  iiaiiuiiouaiifv 

4U.4 

988  7 

J,UD0.  J 

(22) 

60.6 

1 U     Old!  DallU 

4U.4 

9'?1  9 

L,J/  J.U 

(43) 

3.9 

1  ft  W;irhn\/ia 

40.0 

(9fil 

\L\Jl 

9  in  n 

(27) 

16.1 

i  19  Northern  Trust 

38.8 

289.5 

(10) 

3,242.1 

(18) 

6.7  ■ 

i  20  Southern  National 

36.6 

245.7 

(29) 

2,741.5 

(33) 

7.8  : 

i  21  CCB  Financial 

35.8 

234.6 

(37) 

2,744.2 

(32) 

2.0  i 

i  22  Comerica 

34.8 

256.3 

(23) 

2,855.7 

(29) 

12.0  1 

i  23  Zions  Bancorp 

34.2 

198.9 

(60) 

2,186.4 

(71) 

3.0  j 

;  24  US  Bancorp 

34.0 

213.6 

(49) 

2,364.3 

(50) 

14.1  i 

:  25  Huntington  Bancshs 

33.8 

230.3 

(40) 

2,692.6 

(35) 

7.7  ; 

i  26  First  Union 

33.7 

269.7 

(16) 

3,153.5 

(19) 

44.4  ; 

i  27  CoreStates  Financial 

33.4 

216.1 

(46) 

2,342.4 

(58) 

19.4  i 

!  28  Fleet  FinI  Group 

33.3 

235.1 

(36) 

2,500.1 

(47) 

34.2  : 

:  29  Wells  Fargo 

33.0 

268.5 

(17) 

3,351.5 

(13) 

32.5  j 

i  30  First  Empire  State 

32.2 

249.0 

(27) 

2,760.5 

(31) 

4.7  j 

i  31  Regions  Financial 

31.8 

222.8 

(43) 

2,624.8 

(38) 

7.2  i 

i  32  OnBancorp 

31.3 

299.9 

(9) 

3,951.8 

(7) 

1.4  ; 

i  33  First  American 

31.2 

227.6 

(42) 

2,666.5 

(37) 

3.9 ; 

i  34  Summit  Bancorp 

30.8 

241.7 

(32) 

3,046.8 

(23) 

7.4  i 

i  35  Fulton  Financial 

30.6 

177.4 

(79) 

2,275.0 

(63) 

1.6  j 

i  35  SunTrust  Banks 

30.6 

201.8 

(57) 

2,605.3 

(40) 

20.1  i 

i  37  AmSouth  Bancorp 

30.5 

265.5 

(19) 

3,075.6 

(21) 

6.0  ; 

:  37  First  Financial 

30.5 

281.2 

(12) 

3,444.4 

(11) 

1.7  i 

!  39  Central  Fidelity  Bks 

30.2 

234.1 

(38) 

2,822.1 

(30) 

3.7  : 

!  40  SouthTrust 

30.1 

243.5 

(30) 

3,101.1 

(20) 

8.5 ; 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank) 

Assets  (rank) 

(000) 

*tU 

OUIIIIIUIIIU  Ddlin  Udlll 

OU.  1 

9fi7  9 

Lul  .L 

uo; 

3,315.9 

(15) 

l.D 

42 

Mellon  Bank 

29.8 

191.3 

(68) 

1,731.5 

(86) 

24.6 

42 

Webster  Financial 

29.8 

338.6 

(7) 

4,555.3 

(4) 

0.9 

44 

Old  Kent  Financial 

29.7 

217.2 

(45) 

2,369.2 

(49) 

5.3 

45 

Associated  Banc-Corp 

29.6 

194.7 

(64) 

2,283.8 

(62) 

1.9 

UcniUld  Ddlmd 

9Q  fi 

Oil  a 

LHI  .0 

OH) 

2,732.9 

(34) 

9  "3 
L.O 

47 

Trustmark 

29.2 

190.8 

(69) 

2,331.1 

(60) 

2.2 

48 

Magna  Group 

29.0 

200.9 

(58) 

2,507.4 

(46) 

2.2 

49 

Barnett  Banks 

28.9 

195.5 

(63) 

2,111.9 

(74) 

19.5 

50 

Banc  One 

28.8 

207.3 

(54) 

2,055.5 

(76) 

49.6 

■in 

JU 

ncyoiuiic  riiii 

98  a 

£0.0 

lai;  fi 

loj.D 

2,170.7 

(72) 

9  ,1 
lA 

52 

First  Commerce 

28.7 

197.3 

(62) 

2,228.4 

(67) 

4.1 

53 

Signet  Banking 

28.5 

253.7 

(24) 

2,676.5 

(36) 

4.4 

54 

Compass  Bancshares 

28.4 

214.6 

(47) 

2,600.0 

(41) 

4.5 

54 

Firstar 

28.4 

206.9 

(55) 

2,242.5 

(66) 

8.8 

■iR 

JU 

Hattnnal  Pitu 
ndliuildl  uliy 

98  9 

1 88  Q 

loo.  J 

1,949.6 

(82) 

9fi  1 

57 

Bancorp  Hawaii 

28.0 

242.7 

(31) 

2,948.1 

(26) 

4.8 

58 

One  Valley  Bancorp 

27.8 

184.3 

(75) 

2,228.4 

(67) 

1.9 

59 

Colonial  BancGroup 

27.7 

214.2 

(48) 

2,514.4 

(44) 

1.9 

59 

FirstMerit 

27.7 

192.8 

(66) 

2,039.8 

(78) 

2.6 

R1 
D 1 

DUI\  nitdllLldl 

97  A 

LI  A 

9nn  7 

IDS) 

2,343.2 

(56) 

9  n 

L.U 

61 

Hibernia 

27.4 

183.2 

(76) 

2,318.0 

(61) 

4.0 

61 

KeyCorp 

27.4 

210.9 

(51) 

2,362.2 

(52) 

28.6 

64 

Deposit  Guaranty 

26.8 

176.5 

(80) 

2,049.7 

(77) 

3.1 

65 

Old  National  Bncp 

26.5 

193.3 

(65) 

2,362.1 

(53) 

2.3 

RR 
Do 

UdUpillll  ucpuoii 

9fi  9 

189  A 

\i  1) 

2,202.8 

(70) 

9  7 

L.I 

67 

UnionBanCal 

25.6 

240.6 

(33) 

•  2,998.4 

(25) 

9.8 

68 

Cullen/Frost  Bankers 

25.4 

178.0 

(78) 

2,260.0 

(65) 

2.2 

69 

First  Hawaiian 

25.2 

212.3 

(50) 

2,510.9 

(45) 

3.2 

70 

Crestar  Financial 

25.0 

217,9 

(44) 

2,621.8 

(39) 

8.7 

/  1 

First  Commercial 

OA  Q 
Z4.iS 

1  7*3  7 
1/0./ 

\ol} 

2,001.7 

(79) 

0  Q 
L.O 

72 

Mercantile  Bancorp 

24.7 

208.6 

(53) 

2,442.7 

(48) 

7.8 

73 

Commerce  Bancshs 

24.5 

165.6 

(86) 

1,990.6 

(81) 

4.9 

74 

Whitney  Holding 

24.4 

167.9 

(83) 

2,271.1 

(64) 

1.7 

75 

Norwest 

24.3 

187.0 

(73) 

1,687.8 

(89) 

47.5 

234 
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Smart  Financial  Solutions 
for  the  Self-Empioyed 


Finally,  Life  Insurance  Protection 
Where  the  Options  Come  Standard 


Introducing  Variable  Universal  Life  Insurance,  new  from  Prudential 


CALL  FOR  YOUR 
FREE  BROCHURE 

Your  free  brochure 
can  tell  you  more 
about  Variable 
Universal  Life  from 
Prudential,  including 
details  on  these 
additional  benefits: 

•  Convenient  policy 
loan  and  withdrawal 
options? 

•  Easy-to-read 
quarterly  statements. 

•  A  convenient 
Telephone  Transfer 
System. 


For  more  complete 
information  about 
Variable  Universal 
Life,  call  today.  Or 
obtain  a  piospectus, 
including  charges 
and  expenses  from 
a  Pruco  Securities 
Registered 
Representative. 
Read  it  carefully 
before  you  invest 
or  send  money. 

1-800-THE-ROCK 
ext.  1382 


Running  your  own  business  can  make  your  financial  life  unpredictable.  But  that 
shouldn't  complicate  your  planning  for  the  future.  Prudential's  Variable  Universal 
Life'  offers  you  the  financial  protection  you  want — plus  the  flexibility  you  need  to 
deal  with  life's  ups  and  downs. 


Arrange  a  payment  plan 
that  works  best  for  you. 


"My  income  can  be 
erratic  at  times. 
A  more  flexible 
payment  schedule 
could  be  a  big 
help."  No  problem. 
After  you've  paid  your 
initial  premium,  you  can 
decide  how  often  you  make 
your  future  payments — and 
how  much  you  pay  Variable 
Universal  Life  makes  it  easy  to  set  up  a  payment 
plan  that  matches  your  budget  and  your  cash  flow. 

"i'm  used  to  calling  the  shots. 
1  want  more  control  over  how 
my  money  is  invested."  Then  you'll 
really  enjoy  the  freedom  you  get  with  Variable 
Universal  Life.  You  can  choose  from  ten  variable 
investment 
options,  plus  a 
fixed  rate  option, 
to  help  meet 
your  specific 
objectives.  And 
you  can  change 
your  investment 
allocation  up  to 
twelve  times  a 


The  Prudentiol  Series  Fund  offers  a 
variety  of  investment  choices 
to  meet  your  needs: 

Money  Market  •  Diversified  Bond 
Conservative  Balanced 
Flexible  Managed 
High  Yield  Bond  •  Stock  Index 

Equity  Income  •  Equity 
Prudential  Jennison  •  Global 


"i'm  looking  for 
protection  in  case 
I  become  disabled." 

For  one  low  monthly  premium, 
you  can  add  an  Insured's 
Disability  Benefit  that  will  help 
pay  premiums  if  you're  disabled. 
Or  you  can  elect  the  Living  Needs 
Benefit- — at  no  extra  premium — 
which  lets  you  collect  funds  if  you 
should  become  terminally  ill  or  are 
confined  to  a  nursing  home. 

"My  family  depends  on  me  and  my 
business.  I  really  want  to  secure 
their  future." 

With  Variable  Universal 
Life,  you  get  flexibility  you 
won't  find  with  most  life 
insurance  policies,  so  you 
can  tailor  a  contract  that 
gives  you  peace  of  mind 
for  you  and  your  loved  ones. 


year,  without  any  charges  or  taxes. 


Call  today  for  a  free  brochure 
and  prospectus,  or  talk  to  your 
Pruco  Securities  Corp.  Registered 
Representative. 

1  -800-THE-ROCK  ext.  i382 

www.prudential.com 

Prudential 

Insurance 


'Variable  Universal  Life  is  issued  by  Pruco  Life  Insurance  Company,  213  Washington  Street,  Newark,  NJ  07102-2292  and  offered 
through  Pruco  Securities  Corporation,  1111  Durham  Avenue,  South  Ploinfield,  NJ  07080-2398.  (800)  382-7121  ext.  417;  both  are 
subsidiaries  of  The  Prudential  Insurance  Company  of  America,  751  Broad  Street,  Newark,  NJ  07102-3777.  'The  Living  Needs 
Benefit  requires  minimum  face  amounts  for  new  policies;  claims  paid  will  be  discounted  for  early  payment,  may  be  taxable  and 
processing  fees  may  apply  This  benefit  may  not  be  available  to  every  purchaser  in  all  states;  please  check  with  your  Pruco  Securities 
Registered  Representative  for  full  details.  ^Withdrawals  and  loans  will  reduce  policy  values  and  death  benefit  and  may  have  tax 
consequences.  Like  most  insurance  policies.  Prudential  policies  contain  exclusions,  limitations,  reductions  of  benefits  and  terms  for 
keeping  them  in  force.  Your  Prudential  representative  can  provide  you  with  costs  and  complete  details.  MRA-1997-A01  1663 


GO  AHEAD.  INFORM 
MOVING  THE  COMPANY  H 
WO  R  KE  R  P  RO  DUCTI  VIT 


NORTH  ( 

Our  workers  rank  first  in  productivity  among  the  nation's  top  ten  industrial  stt 
919-733-3333  •  FAX  919-733-9263  •  E-Mail  info@m 


OUR  BOARD  YOU'RE 

E  FOR  THE  BEAUTY  OF  OUR 

RATES.  WE  WON'T  TELL. 


\     R     O      L      I      N  A 

the  nation's  lowest  construction  costs.  Our  work  stoppage  rate  is  0.02%. 
\crce. state. nc. us  •  INTERNET  http://www.cominerce.state.nc.us/ 


JOBS  AND  PBODUGTilflTY 


Rank  Company   Per  employee  ($000) — '  Employees 

Profits    Saiss     (rank)    Assets  (rank)  (000) 


\  Financial  services-regional  banks 

:  76  First  Security 

:  24.1 

174.3 

(81) 

1,993.0 

(80) 

7.4 

:  77  BanPonce 

:  23.6 

188.6 

(72) 

2,138.6 

(73) 

■  7.8 

:  77  First  Tennessee  Natl 

23.6 

1  no  0 

192.8 

(o6) 

1  7  1  C  0 

(o/) 

7  C 

/.b 

77  Fir^t  Virorinia  Rank^ 

23.6 

139.1 

(91) 

1,671.3 

(90) 

4.9 

Ou     UllllCU  udl  Ulllld  UUoll 

23.5 

198.4 

(61) 

2,336.2 

(59) 

1.9 

:  81  Peoples  Heritage  FinI 

22.8 

165.1 

(87) 

2,347.1 

(55) 

2.3 

i  82  Union  Planters 

22.7 

239.3 

(34) 

2,588.9 

(42) 

5.9 

:  83  BancorpSouth 

22.5 

167.2 

(85) 

1,897.8 

(83) 

1.9 

i  83  Marshall  &  llsley 

22.5 

163.2 

(90) 

1,633.7 

(91) 

9.0 

:  85  State  Street  Boston 

21.8 

204.0 

(56) 

2,o4o.3 

(54) 

1  0  >I 

:  88  Synovus  FinI 

21.0 

163.7 

(89) 

1,295.1 

(92) 

C  7 

D./ 

:  87  First  of  America  6k 

20.6 

167.4 

(84) 

1,773.3 

(84) 

12,4 

:  88  CNB  Bancshares 

20.2 

188.8 

(71) 

2,209.2 

(69) 

1.9 

:  89  First  Natl  Nebraska 

17.6 

237.6 

(35) 

1,736.3 

(85) 

4.0 

i  90  First  Citizens  Bcshs 

16.8 

163.8 

(88) 

2,069.8 

(75) 

3.9 

;  91  UMB  Financial 

15.0 

132.2 

(92) 

1,696.3 

(88) 

3.8 

i  92  Roosevelt  FinI  Group 

8.6 

468.8 

(1) 

6,048.4 

(1) 

1.3 

Industry  medians 

29.4 

215.4 

2,503.8 

i  Financial  services-thrift  Institutions 

:  Washington  Federal  is  one  of  21  Forbes  500  companies 

\  to  be  ranked  In  first  place  for  all  three  productivity  measures. 

1  Washington  Federal 

143.6 

722.7 

(1) 

10,067.3 

(1) 

0.6 

]   1  Golden  West  FinI 

86.3 

619.5 

(3) 

8,799.1 

(3) 

4.3 

:   3  GreenPoint  Financial 

53.0 

408.8 

(11) 

5,330.2 

(11) 

2.5 

:  4  Astoria  Financial 

39.1 

536.0 

(4) 

7,720.6 

(4) 

0.9 

i  5  Security  Capital 

36.8 

300.9 

(16) 

3,963.1 

(17) 

0.9 

:   6  Sovereign  Bancorp 

36.0 

448.4 

(9) 

6,578.2 

(5) 

1.4 

7  Dime  Bancorp 

34.2 

468.3 

(5) 

6,182.9 

(6) 

3.1 

:   8  People's  Bank 

30.1 

244.8 

(19) 

2,876.3 

(19) 

2.7 

:   9  Commercial  Federal 

29.7 

375.1 

(13) 

4,672.3 

(13) 

1,5 

i  10  Standard  Federal 

28.9 

334.7 

(14) 

4,659.4 

(14) 

3.4 

:  11  RCSB  Financial 

25.8 

233.4 

(20) 

2,611.8 

(20) 

1,5 

:  12  St  Paul  Bancorp 

24.7 

312.6 

(15) 

4,102.8 

(16) 

1,1 

:  13  Long  Island  Bancorp 

23.5 

288.7 

(17) 

4,149.4 

(15) 

1,4 

:  14  Downey  Financial 

21.2 

379.9 

(12) 

5,315.1 

(12) 

1.0 

\  15  TCF  Financial 

20.2 

173.6 

(21) 

1,674.7 

(21) 

4,2  ' 

:  16  FirstFed  Financial 

18.4 

686.2 

(2) 

9,229.1 

(2) 

0,4  ' 

:  17  HFAhmanson 

17.7 

459.1 

(7) 

6,093.8 

(8) 

8,2 

;  18  Glendale  Federal  Bk 

17.2 

460.2 

(6) 

6,162.2 

(7) 

2.5  ■ 

:  19  Washington  Mutual 

13.7 

409.6 

(10) 

5,353.5 

(10) 

8.3 

\  20  Great  Western  FinI 

8.0 

247.6 

(18) 

2,977.4 

(18) 

14.4  : 

i  21  Coast  Savings  FinI 

7.5 

449.8 

(8) 

5,991.0 

(9) 

1.5  I 

Industry  medians 

25.8 

408.8 

5,330.2 

i  Food  distributors-food  wholesalers 

i  ProSource,  an  IPO  that  distributes  food  to  restaurant  chains, 

;  is  number  one  In  sales  per  employee  but  Is  last  In  profits  per  employee.  : 

1  Richfood  Holdings 

11.3 

670.0 

(2) 

124.1 

(4) 

4.9  ; 

i   2  Sysco 

9.5 

460.5 

(3) 

112.8 

(5) 

30.6  i 

:   3  Supervalu 

4.7 

451.6 

(4) 

124.9 

(3) 

36.6  : 

:   4  Nash  Finch 

2.1 

354.4 

(6) 

99.3 

(6) 

9.5 ; 

i   5  Fleming  Cos 

0.6 

387.9 

(5) 

95.4 

(7) 

42.5  i 

i   6  Rykoff-Sexton 

-1.6 

294.9 

(7) 

138.0 

(1) 

9.1  ; 

i   7  ProSource 

-6.6 

1,085.5 

(1) 

133.3 

(2) 

3.8 ; 

Industry  medians 

2.1 

451.6 

124.1 

Rank  Company  ^^Mf^ 

 Per  employee  ($000)  

—  Employees 

Profits 

Sales 

(rank) 

Assets 

rank) 

(000) 

\  Food  distributors-restaurant  chains 

:  Darden  Restaurants,  spun  off  by  General  Mills  In 

May  1995, 

:  Is  the  industry's  weakest  performer  in  sales  per  employee. 

1  McDonald's 

7.4 

50.4 

(1) 

78,0 

(1) 

212,0  ; 

:   2  Wendy's  International 

3,2 

39.5 

(2) 

37,1 

(2) 

48,0 ; 

3  Darden  Restaurants 

0.5 

26.7 

(4) 

17,6 

(4) 

119.1  ; 

i   4  Flagstar  Cos 

-0.9 

28.1 

(3) 

18.6 

(3) 

90.5  i 

Industry  medians 

1.9 

33.8 

27.9 

i  Food  distributors-supermarkets  &  convenience  stores 

:  Although  Albertson's  lags  Great  A&P  Tea  In  sales  per  employee. 

;  It  generates  far  more  in  profits  from  Its  vi(orkers. 

1  Albertson's 

7.3 

202.4 

(7) 

69.3 

(10) 

68.1  i 

2  Hannaford  Bros 

5,3 

207.9 

(6) 

83,2 

(6) 

14,2  ; 

i   3  Giant  Food 

4,4 

153.6 

(10) 

58.7 

(11) 

25.6 ; 

;   4  Food  Lion 

4,2 

182.1 

(8) 

70.5 

(9) 

49,5  ; 

i   5  Safeway 

4.0 

148.2 

(12) 

47.6 

(12) 

116.5  i 

i   6  Southland 

3.5 

236.2 

(3) 

80.4 

(7) 

25.4  : 

i   6  VonsCos 

3.5 

179.1 

(9) 

72.4 

(8) 

30.2  i 

8  American  Stores 

3.3 

216.9 

(5) 

91.5 

(5) 

86.1  : 

9  Great  A&P  Tea 

2.6 

352,8 

(1) 

106.0 

(2) 

28,6  ; 

1   9  Winn-Dixie  Stores 

2,6 

145,0 

(13) 

30.9 

(13) 

90.3  i 

i  11  Kroger 

1,7 

120,7 

(14) 

27.9 

(14) 

208,5  i 

i  12  Dominick's  Supermkts 

0,3 

224,1 

(4) 

98,3 

(3) 

11,3 ; 

;  13  Penn  Traffic 

-3.7 

293.0 

(2) 

151.5 

(1) 

11.3 ; 

:  14  Smith's  Food  &  Drug 

-6.4 

152.1 

(11) 

,94.0 

(4) 

19.0  i 

Industry  medians 

3.4 

192.3 

76.4 

i  Food,  drink  &  tobacco-beverages 

:  Why  Pepsi's  restaurants  are  going 

Coca-Cola  outperforms 

:  PepsiCo  In  sales  and  profits  per  employee. 

1  Coca-Cola 

120.4 

639.5 

(1) 

557,3 

(1) 

29.0  : 

i   2  Anheuser-Busch  Cos 

46.0 

432.7 

(2) 

416,0 

(2) 

25.2  i 

3  Brown-Forman 

24.0 

229,0 

(3) 

198,0 

(4) 

6,9  : 

:  4  Whitman 

8.1 

180,7 

(5) 

139,9 

(5) 

17,2  : 

5  PepsiCo 

3.3 

91,6 

(6) 

70,9 

(6) 

345.5  ; 

i   6  Coca-Cola  Enterprise 

3.0 

207.9 

(4) 

294.9 

(3) 

38.1  i 

Industry  medians 

16.1 

218.5 

246.5 

i  Food,  drink  &  tobacco-food  processors 

:  Tyson  Foods  may  produce  more  poultry  than  any  other  food  processor 

■  In  the  U,S,,  but  each  worker  generates  only  $1,400  In  earnir 

gs- 

:   1  Pioneer  Hi-Bred  IntI 

46.9 

355.8 

(6) 

371,0 

(3) 

4.8  ; 

:   2  General  Mills 

46.4 

566.6 

(2) 

407,3 

(2) 

9.8  i 

i   3  Kellogg 

36.6 

460,5 

(3) 

348,3 

(4) 

14.5  i 

:   4  Archer  Daniels 

33.8 

926.0 

(1) 

743,8 

(1) 

14.8  i 

:   5  WmWrigleyJr 

30.5 

243.2 

(12) 

163,4 

(9) 

7.6  i 

6  Hershey  Foods 

20.0 

292.3 

(10) 

233,3 

(6) 

13.7 ; 

7  Campbell  Soup 

17.0 

192,9 

(16) 

172.3 

(8) 

40.7  ; 

8  HJ  Heinz 

16.2 

218,2 

(14) 

210.0 

(7) 

43.3  ; 

9  Quaker  Dats 

16.0 

336,5 

(7) 

284,4 

(5) 

15.5  i 

10  Ralston  Purina 

12.1 

203,6 

(15) 

162.4 

(10) 

30.6  i 

11  CPC  International 

10.8 

182,6 

(17) 

146.1 

(12) 

53.9  i 

12  Hormel  Foods 

7.4 

296,2 

(9) 

136.3 

(13) 

10.8  : 

13  Sara  Lee 

7.2 

142,1 

(18) 

96,8 

(16) 

135,3  ; 

14  IBP 

5.8 

368.8 

(4) 

61,5 

(19) 

34,0  ; 

15  ConAgra 

2.8 

298.2 

(8) 

155.8 

(11) 

83.1  i 
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Whether  it  \s  wending  its  way  through 
a  hairpin  turn  or  sitting  at  a  stop  light, 
the  new  Dodge  Intrepid  Sport  is  always 
thinking.  Its  39  data  sensors  are 
constantly  gathering  information 
about  various  systems 
And  as  many  as 
seven  onboard 
computers  use  that 
data  to  make  calculations  which  can 
enhance  Intrepid's  performance,  safety 
and  passenger  comfort. 

In  fact,  Intrepid's  sophisticated 


computer  network  can  process 
over  24  million  bits  of  information 
per  second.  Which  means  it  can  choose 
shift  points  for  optimum  fuel  economy, 
turn  off  interior  lights  if 
&  a  door  is  left  ajar,  or 

check  the  status  of  the 
available  anti-lock 
brakes... all  without  you  giving  those 
things  a  second  thought. 

For  still  more  information,  call 
I-800-4-A-DODGE  or  visit  our  Web 
site  at  http://www.4adodge.com 


Intrepid  ^  The  New  Dodge 

A/u'Kv.s  wear  your  seat  hell. 


jupa  HHU  rnuuuuiiwiif 


Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank! 

Assets 

rank) 

(ODD) 

Food,  drink  &  tobacco-food  processors 

i  16  IntI  Multifoods 

2.5 

359.3 

(5) 

130.5 

(14) 

7.2 

:  17  Dole  Food 

2,0 

86.3 

(21) 

55.9 

(21) 

44.5 

i  17  Smithfleld  Foods 

2  0 

234.2 

(13) 

59.8 

(20) 

16.3 

i  19  Interstate  Bakeries 

1.8 

99.5 

(20) 

46.2 

(22) 

32.0 

:  20  Tyson  Foods 

1.4 

105.2 

(19) 

71.4 

(17) 

61.2 

i  21  Chiqulta  Brands  IntI 

-0,8 

68.6 

(22) 

69.5 

(18) 

35.5 

j  22  Dean  Foods 

-2.5 

258.3 

(11) 

108.0 

(15) 

11.5 

Industry  medians 

9.1 

250.8 

151.0 

i  Food,  drink  &  tobacco-tobacco 

:  Despite  regulation,  litigation  and  education,  tobacco  companies  st 

II 

i  generate  big  numbers  from  their  employees. 

i    1  USTInc 

108.5 

320.6 

(3) 

188.9 

(5) 

4.3 

2  Loews 

45.2 

602.9 

(1) 

2,209.1 

(1) 

30.7 

3  Philip  Morris  Cos 

41.3 

357.7 

(2) 

359.8 

(3) 

152.5 

4  American  Brands 

18.0 

209.9 

(5) 

345.3 

(4) 

27.5 

5  RJR  Nabisco 

7.8 

219.2 

(4) 

401.9 

(2) 

77.9 

6  Universal 

2.8 

128.4 

(6) 

71.7 

(6) 

30.0 

Industry  medians 

29.7 

289.9 

352.6 

■  Forest  products-packaging 

;  Interest  on  $4  billion  of  long-term  debt  explains  why  Stone  Container 

:  lost  $4,900  per  employee  last  year. 

1  Sonoco  Products 

9.0 

146.7 

(5) 

125.7 

(7) 

19.0 

2  Temple-Inland 

8.5 

222.5 

(1) 

832.6 

(1) 

15.6 

3  Jefferson  Smurfit 

7.3 

213.1 

(2) 

168.0 

(6) 

16.0 

4  Crown  Cork  &  Seal 

7.0 

205.3 

(3) 

310.3 

(2) 

40.6 

5  Owens-Illinois 

6.3 

127.1 

(7) 

200.5 

(4) 

30.5 

6  Tenneco 

4.8 

146.0 

(6) 

168.6 

(5) 

45.0 

7  Stone  Container 

-4.9 

205.3 

(3) 

252.5 

(3) 

25.1 

Industry  medians 

7.0 

205.3 

200.5 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank) 

Assets  (rank) 

(000) 

Forest  products-paper  &  lumber 

Like  most  of  the  industry,  Bowater's  profits  per  employee  slipped, 

but  its  earnings  of  $38,800  per  worker  moved  it  into  first  place. 

1  Bowater 

38.8 

326.5 

(1) 

544.5 

(1) 

5.3  i 

2  Consolidated  Papers 

30.5 

263.2 

(6) 

431.3 

(2) 

5.9 ; 

3  Willamette  Inds 

14,3 

254.8 

(7) 

351.2 

(4) 

13.4  i 

4  Westvaco 

13,4 

218.8 

(10) 

330.8 

(7) 

13.9  i 

5  Mead 

12,4 

299.8 

(2) 

315.9 

(8) 

15.7  \ 

6  Weyerhaeuser 

11.7 

281.0 

(3) 

343.8 

(5) 

39.5  i 

7  Champion  IntI 

5,8 

242.5 

(8) 

404.9 

(3) 

24.3  : 

8  Union  Camp 

4,5 

213.9 

(11) 

271,6 

(9) 

18.8 

9  International  Paper 

3,6 

239.1 

(9) 

335.3 

(6) 

84.3 

10  Georgia-Pacific 

3,4 

274.2 

(4) 

269.9 

(10) 

47.5 

11  Boise  Cascade 

0.5 

270.3 

(5) 

249.3 

(11) 

18.9 

12  Louisiana-Pacific 

-16.1 

198.9 

(12) 

207.1 

(12) 

12.5 

Industry  medians 

8.8 

259.0 

333.1 

Health-drugs 

Amgen  is  the  winner  when  it  comes  to  deriving 

profits  from  its  employees. 

1  Amgen 

156.4 

515.4 

(6) 

636.4 

(5) 

4.3 

2  Merck 

82.3 

420.5 

(7) 

515.2 

(7) 

47.2 

3  Biogen 

63.8 

409.0 

(8) 

999.3 

(2) 

0.6 

4  Schering-Plough 

59.6 

277.9 

(11) 

265.3 

(17) 

20.4 

5  Bristol-Myers  Squibb 

56.8 

300.3 

(10) 

292.7 

(16) 

50.2 

6  EH  Lilly 

52.8 

254.6 

(12) 

495.9 

(9) 

28.9 

7  Pfizer 

42.7 

250.4 

(13) 

324.9 

(14) 

45.2 

8  Genentech 

40.0 

305.9 

(9) 

752.9 

(3) 

3.0 

9  Abbott  Laboratories 

36.5 

213.7 

(17) 

215.9 

(19) 

51.5 

10  American  Home  Prod 

30.3 

226.4 

(15) 

334.8 

(12) 

62.2 

11  Cardinal  Health 

29.9 

2,203.2 

(3) 

716.1 

(4) 

4.4 

12  Warner-Lambert 

21.0 

192.8 

(19) 

191.9 

(20) 

37.5 

13  Bindley  Western  Inds 

19.8 

5,856.3 

(1) 

1,036.6 

(1) 

0.9 

14  Mallinckrodt 

18.7 

221.4 

(16) 

330.5 

(13) 

10.4 

.  15  Pharmacia  &  Upjohn 

17.6 

227.7 

(14) 

349.2 

(11) 

32.0 

16  Rhone-Poulenc  Rorer 

17.5 

200.8 

(18) 

324.7 

(15) 

27.0 

17  AmeriSource  Health 

16.9 

2,228.2 

(2) 

502.0 

(8) 

2.7 

18  Bergen  Brunswig 

15.9 

2,162.8 

(4) 

540.7 

(6) 

4.8 

19  McKesson 

11.9 

1,094.7 

(5) 

401.1 

(10) 

11.3 

20  Chiron 

8,0 

190.4 

(20) 

244.9 

(18) 

6.9  . 

Industry  medians 

30.1 

289.1 

375.2 

Health-health  care  services 

Aetna  acquired  US  Healthcare  (1995's  most  productive  health  care 

provider),  which  helped  push  up  Aetna's  productivity. 

1  WellPoint  Health 

39,0 

805.8 

(3) 

658.1 

(2) 

5.2  : 

2  Health  Systems  IntI 

26.5 

838.2 

(2) 

307.1 

(4) 

3.8 ; 

3  HBO  &  Co 

25.6 

183.9 

(10) 

196.0 

(8) 

4.3  i 

4  Oxford  Health  Plans 

22,1 

683.3 

(4) 

299.3 

(5) 

4.5  j 

5  Aetna 

21.8 

507.1 

(5) 

3,107.0 

(1) 

29.9  i 

6  PacifiCare  Health 

16.1 

1,023.4 

(1) 

332.4 

(3) 

4.7  i 

7  Foundation  Health 

14,9 

347.0 

(8) 

237.6 

(7) 

10.5 ; 

8  United  Healthcare 

13,2 

366.2 

(7) 

253.7 

(6) 

27.0  i 

9  Health  Management 

11,1 

95.2 

(12) 

78.0 

(14) 

8.0  \ 

10  HealthSouth 

7.3 

80.9 

(13) 

112.1 

(12) 

30.1  i 
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RS/6000 


BUSINESS  SOLUTIONS 


Locates 


hiking  bpots 
aniji  the 
elusive 
custonner. 


Where  do  today's  leading-edge  retailers  discover  new  opportunities  for  growth?  We  guided  REI,  a  well-known  outdoor  outfitter, 
to  the  IBM  RS/6000!  Using  proven  e-commerce  solutions,  we  showed  REI  how  an  RS/6000  can  use  the  power  of  the  Internet  to 
reach  new  customers.  We  easily  integrated  it  into  their  existing  systems.  And,  because  RS/6000  solutions  are  remarkably  scalable, 
REI  needn't  worry  about  turning  away  business.  How  can  the  RS/6000  supply  your  business  with  a  powerful  e-commerce  tool?  For  the 
solution  that  fits  your  needs,  drop  by  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468,  ext.  FA056. 


'1  RS/6000  are  registefed  trademarks  and  Solutions  lor  a  small  planel  isa  trademark  ol  IBM  Corp  All  other  company 
I  product  names  are  trademarks  or  registered  trademarks  ol  llieir  lespeclive  companies  ©1997  IBM  Corp 


Solutions  for  a  small  planet"     =  ==  =~ 


1 


m 


Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank; 

Assets 

rank) 

(000) 

i  Health-health  care  services 

:  11  Columbia/HCA 

5.7 

75.8 

(14) 

81.0 

(13) 

262.5 

i  12  Tenet  Healthcare 

4.0 

104.6 

(11) 

171.6 

(10) 

•67.0 

i  13  Vencor 

0.8 

40.8 

(15) 

31.2 

(15) 

63.2 

:  14  Humana 

0.7 

400.7 

(6) 

189.2 

(9) 

16.7 

i  15  Beverly  Enterprises 

0.6 

39.8 

(16) 

31.2 

(15) 

82.0 

;  16  MedPartners 

-8.5 

256.7 

(9) 

118.6 

(11) 

18.8 

Industry  medians 

12.2 

301.9 

192.8 

i  HeaKh-medical  supplies 

:  Johnson  &  Johnson  has  more  than  twice  the  payroll  of 

\  Baxter  International  but  Is  a  nimbler  company. 

1  Medtronic 

40.0 

187.8 

(7) 

211.4 

(4) 

12.8 

2  Johnson  &  Johnson 

33.6 

252.0 

(3) 

233.2 

(3) 

85.8 

i   3  St  Jude  Medical 

31.1 

272.5 

(2) 

438.5 

(1) 

3.0 

;   4  Boston  Scientific 

20.4 

178.7 

(8) 

184.8 

(8) 

82 

i   5  Pall 

17.7 

126.1 

(12) 

155.1 

(11) 

7.7 

6  Becton  Dickinson 

16.5 

154.8 

(10) 

156.8 

(10) 

18,0 

7  Baxter  International 

15.9 

150.0 

(11) 

209.5 

(5) 

36.3 

8  Hillenbrand  Inds 

14.3 

171.8 

(9) 

346.5 

(2) 

9,8 

i    9  Guidant 

13.3 

212.5 

(5) 

203.5 

(6) 

4,9 

:  10  Perkin-Elmer 

10.0 

213.2 

(4) 

175.7 

(9) 

5,7 

:  11  Owens  &  Minor 

3.9 

901.2 

(1) 

202.8 

(7) 

3.4 

;  12  Allegiance 

-26.4 

210.4 

(6) 

134.3 

(12) 

20.9 

Industry  medians 

16.2 

199.1 

203.2 

i  Insurance-diversified 

i  Lincoln  National  ranks  third  in  profits  per  employee, 

:  second  in  sales  and  first  in  assets 

!   1  American  IntI  Group 

81.5 

793.4 

(1) 

4,175.3 

(2) 

35.6 

:   2  Safeco 

57.4 

518.3 

(3) 

2,603.6 

(5) 

7.7 

:   3  Lincoln  National 

49.9 

653.5 

(2) 

6,972.6 

(1) 

10.3 

!   4  Travelers  Group 

44.9 

411.3 

(6) 

2,910.7 

(3) 

51.9 

i   5  Old  Republic  IntI 

42.3 

324.7 

(8) 

1,198.2 

(9) 

5.6 

1  6  Allmerica  Financial 

26.9 

485.1 

(4) 

2,814.5 

(4) 

6.8 

i   7  Horace  Mann 

26.1 

284.3 

(9) 

1,560.0 

(7) 

2.5 

:  8  Cigna 

24.1 

433.1 

(5) 

2,261.3 

(6) 

43.8 

i   9  Unitrin 

17.6 

202.7 

(10) 

648.2 

(10) 

7.5 

:  10  Leucadia  National 

13.6 

368.2 

(7) 

1,263.0 

(8) 

4.1 

Industry  medians 

34.6 

422.2 

2,432.5 

I  Insurance-life  &  health 

i  Equitable  of  Iowa  has  blossomed  into  a  highly  productive  company 

:  since  the  spinoff  of  its  department  store  subsidiary  five  years  ago. 

:   1  Western  National 

357.6 

2,879.9 

(1) 

36,314.7 

(1) 

0.3 

:   2  Equitable  of  \om 

214.9 

1,516.0 

(3) 

21,936.6 

(2) 

0.6 

\   3  SunAmerica 

200.0 

1,076.9 

(5) 

17,922.6 

(3) 

1.5 

:   4  Torchmark 

119.9 

849.7 

(8) 

3,775.3 

(16) 

2.6 

5  Aflac 

96.9 

1,745.4 

(2) 

6,151.1 

(10) 

4.1 

6  PennCorp  Financial 

88.6 

507.2 

(17) 

4,308.1 

(15) 

1.1 

i   7  Jefferson-Pilot 

83.0 

600.3 

(13) 

4,961.0 

(12) 

3.5 

i  8  Conseco 

80.0 

870.7 

(6) 

7,347.3 

(8) 

3.5 

Rank  Company   Per  employee  ($000)  Employees 


Profits 

Sales 

(rank) 

Assets  (rank) 

(000) 

9  Provident  Cos 

75.9 

 , 

1,194.3 

(4) 

7,812.7 

(7) 

1.9  '■ 

10  Protective  Life 

70.9 

827.1 

(9) 

6,584.2 

(9) 

1.3  ; 

1 1  1  ihprtu  Pin^nri^il  Hn^ 

1  1     LIUCI  ly  I  IllallUlcll  UUd 

60.5 

685.3 

(1 1 1 

8,670.5 

(6) 

1  7  : 
L.I 

12  ReliaStar  Financial 

60.0 

681.4 

(12) 

5,196.6 

(11) 

3.2  ; 

13  Life  USA  Holding 

58.5 

790.3 

(10) 

10,939.5 

(4) 

0.4  i 

14  American  Natl  Ins 

49.1 

355.8 

(21) 

1,820.1 

(21) 

44  ; 

15  Providian 

48.6 

404.7 

(19) 

3,239.5 

(18) 

9.0 

•    ' 

16  Transamerica 

43.9 

598.8 

(14) 

4795.7 

(13) 

10.4  ; 

17  Amprir;tn  Gpnpr<il 

37.7 

450.1 

(18) 

4,330.4 

(14) 

15.3  ' 

18  USLife 

36.2 

860.1 

(7) 

3,752.2 

(17) 

2.1 

19  UNUM 

35,0 

,594.5 

(15) 

2,274.6 

(20) 

6.8 

20  John  Alden  Financial 

10.3 

371.6 

(20) 

2,556.2 

(19) 

3.0 

21  Equitable  Cos 

8.7 

593.7 

(16) 

9,208.7 

(5) 

14.0 

Industry  medians 

60.5 

685.3 

5,196.6 

Insurance-property  &  casualty 

ITT  Hartford  Group's  $4,600  loss  per  employee 

belies  its  high  productivity  in  sales  per  employee. 

1  Transatlantic  Holding 

502.8 

4,356.9 

(1) 

14,218.0 

(1) 

0.3 

2  Everest  Reinsurance 

264.2 

2,757.9 

(2) 

11,885.3 

(2) 

04 

3  General  Re 

252.5 

2,314.8 

(3) 

11,348.0 

(3) 

3.5 

4  PMI  Group 

241.5 

766.7 

(5) 

2,308.7 

(8) 

0.7 

5  Cincinnati  Financial 

93.3 

754.3 

(6) 

2,938.1 

(6) 

24 

6  Berkshire  Hathaway 

72.1 

304.4 

(18) 

1,258.2 

(15) 

34.5 

7  Fremont  General 

47.9 

437.0 

(12) 

2,365.5 

(7) 

1.8 

7  TIG  Holdings 

47.9 

1,106.1 

(4) 

3,924.8 

(5) 

1.7 

9  Allstate 

44.8 

525.0 

(10) 

1,609.9 

(12) 

46.3 

10  Chubb 

44.6 

494.0 

(11) 

1,733.8 

(11) 

11.5 

11  St  Paul  Cos 

44.1 

562.2 

(8) 

2,027.5 

(10) 

10.2 

12  USF&G 

40.2 

538.2 

(9) 

2,216.5 

(9) 

6.5 

13  Progressive 

35.9 

397.8 

(15) 

707.1 

(18) 

8.7 

14  American  FinI  Group 

29.5 

426.3 

(13) 

1,562.1 

(13) 

9.7 

15  Ohio  Casualty 

29.0 

412.9 

(14) 

1,1004 

(17) 

3.5 

16  WR  Berkley 

28.0 

379.5 

(16) 

1,261.9 

(14) 

3.2 

17  Alleghany 

9.0 

213.2 

(19) 

465.2 

(19) 

9.7 

18  Reliance  Group 

5.3 

342.0 

(17) 

1,171.8 

(16) 

9.0 

19  ITT  Hartford  Group 

-4.6 

580.1 

(7) 

5,062.3 

(4) 

21.5 

Industry  medians 

44.6 

525.0 

2,027.5 

Metals-nonferrous  metals 

After  a  healthy  1995,  metals  prices  slumped  last  year. 

Median  profits  for  these  companies  were  down  13%. 

1  Phelps  Dodge 

29.4 

2414 

(4) 

307.0 

(7) 

15.7 

2  Freeport  Copper 

27.2 

228.7 

(5) 

464.1 

(3) 

8.3 

3  Engelhard 

25.1 

530.7 

(1) 

415.8 

(4) 

6.0 

4  Newmont  Mining 

20.0 

180.8 

(9) 

489.7 

(2) 

43 

5  Alumax 

17.6' 

222.3 

(7) 

232.1 

(9) 

14.2 
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DECISION    SUPPORT  SOLUTIONS 


Powers 
lawn  mowers 
.  loasi 
humicii 


How  do  you  turn  your  business  data  into  a  sizable  business  advantage?  We  offered  Sears  a  versatile  power  tool;  the  IBM  RS/6000! 
y  giving  them  a  choice  of  the  leading  database  software,  the  RS/6000  provided  Sears  with  the  flexibility  to  design  a  truly  custom  data 
warehouse.  And,  with  its  award-winning  UNIX*  operating  system,  AIX"  the  RS/6000  easily  manages  their  existing  data.  It  adds  up  to  a 
ecision  support  system  that  helps  Sears  better  serve  their  customers  and  helps  keep  their  business  growing,  too.  To  see  how  an  RS/6000 
olution  can  power  your  business,  stop  by  www.rs6000.ibm.com/solutions  or  call  1 800 IBM-2468,  ext.  FA059. 


A,  RS/6000  and  AIX  are  regislered  trademarks  and  Solutions  lor  a  small  planet  is  a  trademark  ol  IBM  Corp  UNIX  is  a 
lislered  trademark  in  ttie  ITS.  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limited  All  other 
npany  and/or  product  names  are  trademarks  or  registered  Irademarlis  ol  their  respective  companies  ©t997  IBM  Corp 


Solutions  for  a  small  planet  ' 


jupa  Hwu  rnuuuuiiwiif 


Rank  Company   Per  employee  ($000)  Emoloyees 


Profits 

Sales 

(rank; 

Assets 

rank) 

(000) 

i  Metals-nonferrcus  metals 

i  6  Asarco 

11.5 

224.7 

(6) 

343.4 

(5) 

12.0 

;   7  Cyprus  Amax  Mineral 

7.8 

288.6 

(2) 

688.9 

(D- 

9.9 

;   8  Alcoa 

n/j 

175.6 

(10) 

180.8 

(10) 

74.4 

1   9  Reynolds  Metals 

)./ 

249.0 

(3) 

268.4 

(8) 

28.0 

i  10  Maxxam 

1.9 

208.5 

(8) 

337.4 

(6) 

12.2 

Industry  medians 

14.6 

228.7 

340.4 

;  Metals-steel 

i  AK  Steel  Holding  is  pretty  representative  of  this  industry. 

:  Profits  per  employee  fell  45%  from  the  previous  year. 

1  Nucor 

38.8 

569.8 

(1) 

409.3 

(2) 

6.4 

\   2  AK  Steel  Holding 

25.2 

397.9 

(2) 

458.2 

(1) 

5.8 

i   3  USX-US  steel 

13.2 

314.3 

(3) 

315.9 

(4) 

20.8 

i  4  Allegheny  Teledyne 

9.4 

159.0 

(8) 

108.6 

(8) 

24.0 

i  5  LTV 

7.7 

290.6 

(6) 

380.3 

(3) 

14.2 

1   6  Inland  Steel  Inds 

4.7 

311.9 

(4) 

241.0 

(7) 

14.7 

i   6  National  Steel 

4.7 

310.1 

(5) 

267.4 

(6) 

9.5 

i  8  Bethlehem  Steel 

-17.3 

261.4 

(7) 

285.5 

(5) 

17.9 

Industry  medians 

8.6 

311.0 

300.7 

1  Retailing-apparel 

!  The  Limited  increased  its  work  force  by  14%, 

;  and  profits  per  employee  dropped  60%. 

i   1  Gap 

7.2 

83.9 

(4) 

41.7 

(4) 

63.0 

i   2  TJX  Cos 

6.6 

119.5 

(I) 

45.7 

(3) 

56.0 

;   3  Limited 

5.9 

118.3 

(2) 

56.4 

(2) 

73.1 

:   4  Nordstrom 

3.7 

112.5 

(3) 

68.2 

(1) 

39.6 

Industry  medians 

6.3 

115.4 

51.1 

;  Retailing-consumer  electronics 

:  Many  of  these  companies  i 

enerate  high  sales  volume 

from  each  worker,  but  little  in  the  way  of  profits. 

1  CompUSA 

7.6 

443.5 

(4) 

123.7 

(4) 

9.8 

I   2  Inacom 

7.4 

1,223.7 

(3) 

334.4 

(1) 

2.5 

3  MicroAge 

6.6 

1,444.4 

(I) 

301.2 

(2) 

2.5 

:   4  Circuit  City  Stores 

4.1 

202.2 

(6) 

89.9 

(6) 

37.1 

i   5  Best  Buy 

0.5 

326.5 

(5) 

105.1 

(5) 

24.5 

i   8  Tandy 

-2.1 

147.5 

(7) 

60.6 

(7) 

42.6 

i   7  Intelligent  Electron 

-40.4 

1,381.0 

(2) 

290.4 

(3) 

2.6 

Industry  medians 

4.1 

443.5 

123.7 

1  Retailing-department  stores 

i  By  spinning  off  Payless  Shoe  Source,  May  Department  Stores  cut 

i  24,000  people  from  its  payroll  and  raised  profits  per  employee  15%. 

:   1  May  Dept  Stores 

9.4 

150.1 

(4) 

125.8 

(1) 

80.0 

2  Kohl's 

7.5 

174.3 

(1) 

83.7 

(7) 

13.7 

i   3  Mercantile  Stores 

6.2 

154.6 

(3) 

109.3 

(5) 

19.6 

:   4  Dillard  Dept  Stores 

5.9 

155.7 

(2) 

125.5 

(2) 

40.3 

5  Sears,  Roebuck 

3.9 

116.8 

(6) 

II0.4 

(4) 

327.5 

8  JC  Penney 

?8 

115.2 

(/) 

107.7 

(6) 

205.0 

.   7  Federated  Dept  Strs 

2.3 

129.0 

(5) 

120.8 

(3) 

118.1 

Industry  medians 

5.9 

150.1 

110.4 
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Rank  Company   Per  employee  ($000)  Employees 

Profits    Sales     (rank)    Assets  (rank)  (000) 


\  Retailing-drug  &  discount 

:  Despite  having  the  largest  work  force  in  this  sector, 

i  Wal-Mart  is  still  a  nimble  and  productive  competitor. 

1  Consolidated  Stores 

10.2 

314.2 

(1) 

157.9 

(1) 

8.4 

i   2  Walgreen 

6.1 

194.6 

(2) 

63.3 

(6) 

62.4 

i   3  Rite  Aid 

4.5 

160.9 

(4) 

93.8 

(2) 

35.7 

i   3  Wal-Mart  Stores 

4.5 

155.3 

(5) 

bo.!) 

(9) 

6/5.0 

;   5  Dollar  General 

3.8 

71.1 

(13) 

(13) 

OA  A 

30.0 

;   6  Longs  Drug  Stores 

3.6 

174.1 

(3) 

54.1 

(10) 

16.3 

i   7  Woolworth 

2.5 

118.7 

(10) 

51.0 

(12) 

68.2 

8  Dayton  Hudson 

2.2 

117.5 

(11) 

62.0 

(7) 

216.0 

':   9  Fred  Meyer 

2.1 

135.4 

(8) 

61.5 

(8) 

27.5 

i  10  RevcoDS 

2.0 

154.9 

(6) 

79.4 

(3) 

36.0 

i  11  CVS 

1.7 

125.6 

(9) 

64.4 

(5) 

44.0 

;  12  Kmart 

-0.8 

114.3 

(12) 

51.9 

(11) 

275.0 

\  13  Caldor 

-20.8 

149.9 

(7) 

72.8 

(4) 

18.0 

Industry  medians 

2.5 

149.9 

82.0 

i  Retailing-home  improvement 

;  Home  Depot  has  some  competition  in  Waban, 

:  which  generates  14%  more  in  sales  per  employee 

;   1  Home  Depot 

10.5 

218.6 

(2) 

104.5 

(1) 

89.4 

i   2  Lowe's  Cos 

6.0 

175.4 

(3) 

90.5 

(2) 

49.0 

:   3  Waban 

4.4 

250.0 

(1) 

78.6 

(3) 

17.5 

:  4  Payless  Cashways 

-1.1 

149.7 

(4) 

74.6 

(4) 

17.4 

Industry  medians 

5.2 

197.0 

84.6 
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4|  V 


ATERMAN 


(^XPRESS     |X^OUR  Q^ELF 


THERE  ARE  OVER   100  STYLES  AND  FINISHES  OF  WATERMAN  WRITING  INSTRUMENTS  TO  CHOOSE  FROM, 
EACH  WITH   A   LIFETIME  GUARANTEE.  ONE  OF  WHICH   IS  CERTAIN  TO  SUIT  YOUR  OWN   EXTRAORDINARY  STYL 


AVAILABLE  AT  COLORADO  PENS  1-800-766-PENS. 


FORGET  THE  CORKSCREW  ROLLER  COASTER  AND  THE  CENTRIFUGE  RIDE.  NOTII 


Even  the  most  entertaining  business  needs  to  be  fully  prepared  for  a  disastrous  event. 

And  when  that  business  is  small,  its  very  existence  can  be  threatened  by  inadequat 
inappropriate  insurance  coverage. 

With  over  75  years' experience  in  managing  total  marketplace  risk,  AIG  specialize 
designing  the  kinds  of  custom  coverages  that  companies  must  have  to  cope  successfully  ^ 
the  unexpected  and  the  unusual.  AIG  has  experts  in  hundreds  of  commercial  categories,  f 


ES  YOUR  BREATH  AWAY  LIKE  LOSING  A  MULTIMILLION-DOLLAR  LAWSUIT. 

iition  to  construction  to  restaurants.  Whether  your  business  employs  100  or  10,000,  AIG  has 
insurance  and  financial  services  you  need.  Services  like  corporate  accident  plans  for  small 
messes,  equipment  breakdown  coverage  and  directors  and  officers  insurance.  Most 
)ortant,  we've  got  top  financial  ratings,  so  we'll  be  here  to  keep  your  business  from 
t  downward  slide.  y,ORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc ,  Dept  A,  70  Pine  Street,  New  York,  NY  10270 


AIG 


jun  Hwu  rnuuuuimif 


Rank  Company   Per  employee  ($000)  Emiiioyees 


Profits 

Sales 

(rank 

Assets 

(rank) 

(000) 

;  Retaillng-home  shopping 

:  cue  International  isn't  just  a  retailer.  It  recently  bought  several  software 

i  companies,  including  Sierra  On-Line. 

:   1  cue  International 

i  12.6 

\  180.6 

■■  (2) 

190.3 

(1) 

13.0  ■ 

:   2  Service  Merchandise 

i  1-5 

i  149.0 

(3) 

77.0 

(3) 

26.5 

i   3  Spiegel 

i  o 

i  225.8 

•  (1) 

145.7 

(2) 

13.4  . 

Industry  medians 

!  1.5 

i  180.6 

145.7 

:  Retailing-specialty  retailers 

j  Why  Kmart  unloaded  OfficelVlax:  The  company  ranks 

:  near  the  bottom  in  sales  and  profits  productivity. 

;   1  AutoZone 

7.6 

108.2 

(7) 

74.0 

(7) 

22.8  : 

i   2  Toys  R' Us 

7.1 

165.5 

(6) 

148.7 

(1) 

60.0 

:   3  Costco  Cos 

6.5 

523.6 

(1) 

140.2 

(2) 

39.4 : 

:  4  Staples 

6.0 

222.1 

(2) 

100.1 

(5) 

17.9  : 

i   5  Barnes  &  Noble 

4.1 

194,4 

(3) 

114.9 

(3) 

12.6  \ 

\   5  OfficeMax 

4.1 

189.2 

(5) 

111.1 

(4) 

16.8  i 

;   7  Office  Depot 

4.0 

189.6 

(4) 

85.6 

(6) 

32.0  i 

Industry  medians 

6.0 

189.6 

111.1 

i  Travel  &  transport-air  freight 

;  The  opposite  of  what  you  see  in  trains:  In  the  air,  freight  doesn't  pay 

;  as  well  as  passenger  traffic. 

:   1  Con  Freightways  Inc 

3.4 

157.5 

(1) 

89.5 

(1) 

23.3  i 

:   2  Federal  Express 

3.3 

105.7 

(3) 

69.6 

(3) 

105.8  i 

i   3  Airborne  Freight 

1.6 

142.0 

(2) 

74.7 

(2) 

17.5  i 

Industry  medians 

3.3 

142.0 

74.7 

i  Travel  &  transport-airlines 

;  Median  net  profits  per  employee  nearly  doubled  since  last  year. 

:   1  Northwest  Airlines 

11.6 

213.3 

(2) 

183.7 

(3) 

46.3  i 

;   2  AMR 

9.9 

159.5 

(6) 

181.0 

(4) 

111.3  i 

:   3  Southwest  Airlines 

9.7 

158.9 

(7) 

173.7 

(5) 

21.4  i 

:  4  Continental  Airlines 

9.6 

187.9 

(5) 

153.8 

(6) 

33.9  1 

:   5  UAL 

7.1 

192.5 

(4) 

149.1 

(7) 

85.0  i 

6  US  Airways  Group 

6.5 

202.3 

(3) 

187.1 

(2) 

40.2  i 

7  Delta  Air  Lines 

4.2 

215.9 

(1) 

200.5 

(1) 

60.0  i 

:   8  Trans  World  Airlines 

-11.4 

147.3 

(8) 

111.2 

(8) 

24.1  i 

Industry  medians 

8.4 

190.2 

177.4 

\  Travel  &  transport-hotels  &  gaming 

•  HFS,  which  has  been  on  an  acquisition  binge,  generates 

;  far  more  in  profits  per  employee  than  its  rivals. 

;    1  HFS 

67.5 

317.8 

(2) 

1,645.4 

(2) 

2.5  i 

2  Mirage 

13.1 

86.8 

(4) 

136.1 

(6) 

15.8  i 

3  in 

6.7 

178.3 

(3) 

250.7 

(3) 

37.0  ; 

4  Circus  Circus 

5.1 

67.7 

(5) 

138.5 

(5) 

19.7  i 

5  Hilton  Hotels 

3.2 

39.0 

(7) 

155.6 

(4) 

48.7  i 

6  Marriott  IntI 

1.6 

54.8 

(6) 

27.4 

(7) 

185.5  : 

'  7  Host  Marriott 

-16.3 

915.0 

(1) 

6,440.0 

(1) 

0.8  i 

Industry  medians 

5.1 

86.8 

155.6 

Rank  Company 

— Per  employee  ($000)  

—  Employees 

Profits 

Sales 

(rank] 

Assets  (rank) 

(000) 

:  Travel  &  transport-railroad 

:  Union  Pacific  is  ranked  fourth  in  assets  per  employee 

;  but  last  in  getting  profits  out  of  its  workers. 

i  1  St  Joe 

103.5 

253.6 

(1) 

1,062.4 

(1) 

1.7 

i  2  Kansas  City  Southern 

38.2 

214.5 

(3) 

527.6 

(3) 

4.0 

:  3  Illinois  Central 

37.8 

181.8 

(6) 

528.8 

3.6 

;  4  Norfolk  Southern 

29.8 

184.7 

(5) 

442.0 

(6) 

25.8 

:  5  Burlington  Santa  Fe 

20.3 

187.2 

(4) 

453.8 

(5) 

43.7 

\   6  CSX 

18.0 

222.0 

(2) 

357.5 

(8) 

47.5 

:  7  Conrail 

16.1 

174.5 

(7) 

394.8 

(7) 

21.3 

;  8  Union  Pacific 

13.4 

160.3 

(8) 

509.4 

(4) 

54.8 

Industry  medians 

25.1 

186.0 

481.6 

;  Travel  &  transport-shipping 

:  API,  which  has  no  trucks  of  its  own,  leads  in  profits  per  employee. 

i   1  APL  Limited 

15.2 

598.4 

(1) 

410.8 

(1) 

4.6 

i  2  Caliber  System 

0.4 

105.8 

(3) 

61.1 

(3) 

25.7 

'  3  Ryder  System 

-0.7 

123.7 

(2) 

126.5 

(2) 

44.6 

:  4  Yellow 

-0.8 

89.8 

(4) 

35.9 

(4) 

34.2 

Industry  medians 

-0.2 

114.8 

93.8 

248 
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CW^cW  fUe  J^ea\\     ov\€  o-P  ouv  CONFERENCE  RooK^.  H^^ve  BL'^INE'S^  ^ERVICE^  W  fke  co^W^ncf  Uoine. 
TUev\  vel«n><:  iv\  ouv  RE'ST^^URANT  <5v  PooL.  /\-Pfev  tnll,  f Ue  gvoiAp  f U<7vf  <Ao3-p<n<A<Ales  fogef Uev  succee^As  fogeVUev. 
C^Tvll  yoiAv-  W^nvel  «n3ev\f  ov  S'OtJ-ZZS'-IZIO.  We  believe: 

HOTELS-  RESORTS-SUITES 


^>>\arriott. 


Use  this 
cross-index 
to  find  where 
companies 
are  ranked  by 
sales,  profits, 
assets  and 
market  value. 


This  composite  listing  shows  all  785  companies  that  make 
at  least  one  of  die  four  ranking  tables  (sales,  profits,  assets 
or  market  value).  Of  these,  277  make  all  four  rankings;  43 — 
mostly  Wall  Street  favorites  like  PeopleSoft  and  Ascend 
Communications — make  only  die  market  value  list. 


A  directory  of  addresses,  telephone  numbers  and 
Internet  addresses  begins  on  page  320. 

Information  on  the  Forbes  500s,  as  well  as  additional 
stock  market  data  on  these  companies,  can  be  accessed  at 
www.forbes.com.  H 


 Where  they  rank:  1996 — 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

J 

($mil) 

($mil) 

Omil) 

114 

40 

218 

26 

Abbott  Laboratories 

''TSol?'"''' 

1,882.0 

11,126 

44,821 

2,568.1 

51.5  I 

■ 

■ 

363 

Adaptec 

865 

101.8 

726 

4,003 

127.0 

2.7  i 

■ 

■ 

404 

ADC  Telecommunications 

922 

81.5 

782 

3,527 

119.9 

3.8  i 

424 

■ 

■ 

Adobe  Systems 

819 

166.1 

996  • 

2,383 

221.7 

2.3  i 

■ 

■ 

240 

Advanced  Micro  Devices 

1,953 

-69.0 

3,145 

6,183 

263.7 

12.6  j 

408 

355 

■ 

Advanta 

1,121 

175.7 

5,584 

1,782 

195.0 

3.0  i 

■ 

497 

309 

AES 

835 

125.0 

3,622 

4,909 

190.0 

3.4  i 

70 

123 

28 

106 

Aetna 

15,163 

651.0 

92,913 

13,611 

989.9 

29.9  i 

i  190 

196 

95 

268 

Aflac 

7,100 

394.4 

25,023 

5,636 

394.4 

4.1  i 

i  350 

476 

47 

356 

HF  Ahmanson 

3,760 

145.3 

49,902 

4,112 

244.6 

8.2  \ 

■  Not  on  500  list. 
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This  may  b^:.£^< 


Hi^^pca's  best  ways  to  spend  your  retirement. 


This  may  be  one  of  America's  best  ways  to  get  you  there. 


Against  the  pink  of  an 
^arly  morning  sky,  a  golfer 
sends  a  perfect  tee  shot 
>()aring  down  the  middle 
)f  the  fairway.  As  the  ball 
■oils  to  a  stop  240  yards 
iway,  thoughts  wander  to 
1  time  when  this  kind  of 
lay  can  be  every  day.  And  if  this  is  your  idea  of 
|Vmerica's  best  way  to  retire,  you  should  consider 
^he  BEST  of  AMERICA.® 

,  They  are  variable  annuities  from  Nationwide 
jfe  Insurance  Company  that  allow  you  to  choose 
mderlying  investment  options  from  among  ten 
)f  America's  top  money  managers,  including 
'idelity,  Neuberger  &  Herman  and  American 


Century  Investments. 

The  BEST  of  AMERICA 
annuities  provide  oppor- 
tunities for  tax-deferred 
growth,  quality  investment 
options,  diversification, 
and  professional  manage- 
ment to  help  you  keep 
pace  with  the  changing  financial  marketplace. 

To  find  out  more  call  I-800-BEST-48I,  or  talk 
to  your  registered  representative  about  The  BEST 
of  AMERICA  variable  annuities. 


^  *  4 


It  just  may  give 
you  the  best  shot  at    *   'tY  ,t-»t^^t^ 

putting  you  where 
you  want  to  be. 


^/AMERICA 
★  ^ 

The  BEST  of  AMERICA*  annuities  arc  undt-rwrittfii  by  Nationwide  Life  Insurance  Company,  a  member  of  The  Nationwide  Insurance  Enterprise, 
'or  more  information  about  The  BEST  of  AMERICA  annuities,  including  charges  and  expenses,  you  may  obtain  a  prospectus  from  your  registered  representative 
or  write  Nationwide  Life  Insurance  Company,  RO.  Box  16609,  Columbus,  Ohio  43216.  Please  read  the  prospectus  carefully  before  you  invest  or  send  money. 

Tfie  general  distributor  for  The  BEST  of  AMERICA  annuities  is  Nationwide  Advisory  Services  Inc.  (NAS),  Member  NASD,  Columbus,  OH,  a  subsidiary  of 
lationwide  Life  Insurance  Company.  Nationwide  Life  is  a  subsidiary  of  Nationwide  Corporation,  a  financial  services  holding  company.  ©1997.  Nationwide  Life 
Insurance  Company,  Nationwide  and  The  BEST  of  AMERICA  are  federal  service  marks  of  Nationwide  Mutual  Insurance  Company. 

APO-3353  (1/97) 


 Where  they  rank:  1896 — 

Sales        Net  Assets 
profits 

Market 
value 

rnmnanu 
oUitt[idliy 

Sales 
($mil) 

Net 

profits 
($mil) 

no 

($mil) 

Market 
value 
($niil) 

Cash 
flow 
($mil) 

LllipiUJCCd 

(thou) 

:  308 

187 

297 

1  Dn 
/  ^  u 

Air  Prnriiiptc  £  nhpmirnK 
nil  riuuuuid  w  uiiciiiiuaid 

4,182 

426.9 

7,317 

8,073 

848.0 

15.0 

i  486 

■ 

■ 

■ 

Airborne  Freight 

2,484 

27.4 

1,307 

591 

191.1 

17.5 

■ 

362 

267 

109 

AirTouch  Communications 

2,252 

199.0 

8,524 

13,005 

550.3 

7.7 

■ 

474 

■ 

■ 

AK  Steel  Holding 

o  ono 

2,302 

1  /t  c  n 

145.9 

2,651 

973 

222.0 

5.8 

■ 

444 

■ 

■ 

Albemarle 

854 

156.1 

846 

1,060 

227.1 

2.9 

82 

161 

417 

174 

A|hprtcnn\ 

13,777 

493.8 

4,715 

9,089 

788.1 

68.1 

■ 

452 

■ 

■ 

Alex.  Brown 

1,059 

154.1 

2,543 

1,310 

167.1 

2.5 

■ 

■ 

434 

■ 

Alleghany 

2,062 

87.0 

4,501 

1,523 

138.6 

9.7 

■ 

340 

316 

395 

Allegheny  Power  System 

2,328 

210.0 

6,619 

3,640 

473,3 

5.5 

345 

323 

■ 

302 

Allegheny  Teledyne 

0,Oi  u 

2,606 

4,992 

331.8 

24.0 

i  299 

■ 

■ 

AMpajanrp 

4,387 

-549.7 

2,799 

1,387 

-404.5 

20.9 

i  79 

85 

193 

70 

AlliedSignal 

13,971 

1,020.0 

12,829 

20,681 

1,622.0 

82.6 

i  397 

389 

130 

■ 

Allmerica  Financial 

3,275 

181.9 

18,998 

1,824 

181.9 

6.8 

30 

34 

32 

51 

Allstate 

24,299 

2,075.0 

74,508 

28,584 

2,075.0 

46.3 

405 

256 

370 

227 

Alltel 

0,  LJC 

?Q1  7 

5,359 

6,458 

715.9 

16.1 

■ 

■ 

■ 

373 

Altera 

497 

109.1 

778 

3,931 

130.0 

0.9 

i  412 

297 

■ 

■ 

Alumax 

3,159 

250.0 

3,299 

2,191 

388.1 

14.2 

93 

152 

183 

110 

Aluminum  Co  of  America 

13,061 

514.9 

13,450 

12,895 

1,279.1 

74.4 

■ 

269 

343 

■ 

Ambac 

07C  0 

lib. 6 

5,876 

2,382 

278.3 

0.2 

166 

122 

00/1 

284 

300 

Amerada  Hess 

0,L/  L. 

DDU.  J. 

7,784 

5,014 

1,607.9 

9.1 

■ 

■ 

■ 

347 

Amprlr^i  flnlinp 

1,406 

-477.3 

586 

4,194 

-285.9 

5.8 

\  234 

159 

244 

172 

American  Brands 

5,776 

496.8 

9,504 

9,125 

771.6 

27.5 

:  231 

135 

153 

201 

American  Electric  Power 

5,849 

587.4 

15,886 

7,576 

1.178.1 

18.2 

61 

38 

22 

46 

American  Express 

1  C  7  7  0 

1,901.0 

108,512 

30,502 

1,901.0 

71.3 

01/1 

ol4 

oco 

IbU 

■ 

American  Financial  Group 

A  114 

*T,  i  IH 

9M  7 

15,074 

2,278 

360.7 

9.7 

198 

140 

37 

184 

Amprir;in  Rpnpr^il 

niiici  luQii  uciici  cii 

6,887 

576.8 

66,254 

8  513 

664.3 

15.3 

■ 

436 

■ 

■ 

American  Greetings 

2,098 

159.1 

2,319 

2,355 

223.5 

21.7 

i  77 

39 

119 

33 

American  Home  Products 

14,088 

1,883.4 

20,833 

40,399 

2,541.5 

62.2 

21 

17 

15 

15 

American  International  Group 

28,205 

2,897.3 

148,431 

58,628 

3,702.8 

35.6 

■ 

335 

278 

■ 

American  National  Insurance 

^  1  J.U 

7,989 

2,201 

235.7 

4.4 

233 

■ 

■ 

391 

Amprir^in  ^t;inri;irri  Hn^ 

niiiciiuaii  tjiuiiucii  u  uuo 

5,805 

-46.7 

3,520 

3,689 

97.8 

43.5 

50 

260 

280 

224 

American  Stores 

18,678 

287.2 

7,881 

6,566 

727,7 

86.1 

■ 

■ 

467 

■ 

American  Water  Works 

895 

101.7 

4,032 

1,815 

203.6 

3.9 

i  228 

■ 

■ 

■ 

AmeriSource  Health 

6,016 

45.6 

1,355 

1,231 

57.6 

2.7 

■  70 

38 

Ameritech 

14  P17 

23,707 

34,164 

4,499.0 

65.7 

■ 

119 

■ 

88 

Amffpn 

2,240 

679.8 

2  766 

16,097 

780.0 

4.3 

18 

22 

72 

30 

Amoco 

32,150 

2,834.0 

32,100 

43,512 

5,128.0 

42.2 

i  251 

261 

421 

187 

AMP 

5,468 

287.0 

4,686 

8,391 

711.1 

42.9 

56 

75 

122 

192 

AMR 

17,753 

1,105.0 

20,149 

7,906 

2,309.0 

111.3 

■ 

QOO 
000 

1  oc 

135 

477 
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Only  Virgin  Atlantic  Offers  Non-Stop  Check-1n;. 

.  Leave  it  to  Virgin  Atlantic  to  be  the  first  airline  to  make  even-  ■  ■ 

i'       .  .  .  :  cliecking  your  bags  relaxing.  With  our  unique  Drive-thru  Check-in* 

-  '  ,  at  London's  Heathrow,  Upper  Class®  passengers  are  spa-red  all  the 

•    v  ;    •.  hassles  of  checking  in.  When  you  use  our  complimentary  chauffeur^-, 

.  '       '\         .  -    •    '  driven  car  service,  check-in  is  arranged  by  your  driver  on  the  way 

.  ■  ■  ■■    ■'■>     .  '  • ,   ,        '.  to  the  airport.  Upon  arrival,  a  Virgin  representative  will  take  care 

^  .  of  your  security  clearance  and  luggage  and  hand  you  your  boarding 

■;      ■    V        '  pass  -  all  while  you  wait  in  your  car.  Then  it's  on  to  our  exclusive 

■  <    ,  /  .  ^  ^'i-  "   ;  '•;  pre-departure  Clubhouse  Lounge.  So,  next  time  you're  on  your 

'i  ^.  :        /  '".  •'.;  way  home  from  London,  fet  us  take  the  baggage  out  of  traveling. 

^    •..•^v.^^  ■  ..  .  ■  . 

^  ■.■  -'Js \-         '  Virgin  Atlantic  Airways.  If  we're  not  your  airline,  you're  missing 

'}■  ■''■  V'^'  •■ .       ' .;  more  than  a  flight.  For  information  or  reservations  call  your  travel 

VvV^•!'4''^'■■^^'?'•'■v•^' •    ".  '  agent  .or  Virgin  Atlantic  at  800-862-8621. 


virgin  atlantie 


Virgin  Atlantic  Airways  offers  all  non-smoking  flights  to  Great  Britain  from  New  York  (JFK  and  Newark), 
Boston,  Los  Angeles,  San  Francisco,  Washingtori  (Dulles),  Miami  and  Orlando.  Service  from  Milwaukee  is 
via  Boston  on  Midwest  Express.  •.  , '  .    ^  .        /,    .■  ■■!■  .■ 
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AMR  TeleService  Resources 

Today's  successlul  companies  are  always  looking  tor  ways  to 
increase  revenues  and  reduce  overhead.  One  of  the  most  effective 
trends  in  American  business  today  is  outsourcing  customer  service 
and  sales  activities. 

Your  Outsourcing  Solution 

For  more  than  a  decade,  AMR  TeleService  Resources  (TSR)  - 
a  sister  company  to  American  Airlines  and  The  SABRE  Group - 
has  provided  quality'  inbound  and  outbound  customer  call  handling 
for  Fortune  500  companies.  Our  state-of-the-art  centers  provide 
professional  outsourcing  services  for  the  telecommunications, 
financial  services,  hospitality,  insurance,  entertainment,  travel  and 
consumer-direct  markets  as  well  as  representation  and  management 
services  in  the  world's  various  Global  Distribution  Systems  (GDS). 

Whether  you  run  your  own  call  center  or  use  the  servaces  of  an 
outside  provider,  you  should  call  TSR  today.  Let  us  show  you  how 
AiVlR-quality  services  can  help  you  focus  on  your  core  business 
while  confidently  leaving  your  call  handling  needs  to  the  premier 
call  management  company  operating  today. 

Call  800-233-9188  or  email  us  at  amrtsr@iadfw.net,  and  let  TSR 
help  you  improve  your  bottom  line. 


0 


TeleService  Resources' 


TeleService  Resources  is  a  registered  trademark  of  AMR  Corp. 


Solutions 
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11,234 

7,871 

741.0 

38.1 

■ 

oc  c 

Job 

■ 

271 

Cognizant 

1,731 

195.5 

1,875 

5,534 

329.4 

10.0 

154 

128 

279 

iiOigaie-raimoiive 

0,/43 

D.3  J.U 

7  Qn9 

1D,U  JO 

QRI  1 

yoi.o 

XI  Q 
o/  .3 

■ 

■ 

358 

■ 

Collective  Bancorp 

380 

47.7 

5,544 

833 

57.6 

1.0 

■ 

397 

■ 

■ 

Collins  &  Aikman 

1,142 

178.3 

1,536 

686 

215.6 

9.9P 

■ 

■ 

406 

■ 

Colonial  BancGroup 

415 

53.6 

4,870 

749 

65.6 

1.9 

000 

007 
ill 

0  0  7 

33/ 

427 

Columbia  Gas  System 

3,354 

221.6 

6,005 

3,302 

436.8 

9.6 

44 

48 

116 

bOiumoia/nuA  neaiincare 

1  Q  QflQ 

1  cni;  n 

1,3U3.U 

91  979 
L\.,Ll  L 

9Q  1  9C 

9  ccn  n 

(C.dDU.U 

9fi9  R 

321 

■ 

204 

263 

Comcast 

4,038 

-52.5 

12,089 

5,742 

645.8 

12.9 

482 

■ 

346 

■ 

Comdisco 

2,534 

117.0 

5,798 

1,534 

1,421.0 

2.1 

!  Ql 

KQ 
03 

226 

Comerica 

3,070 

417.2 

34,206  . 

6,499 

514.7 

12.0 

■ 

■ 

239 

■ 

Commerce  Bancshares 

807 

119.5 

9,698 

1,767 

150.6 

4.9 

■ 

■ 

308 

Commercial  Federal 

DDI 

R  9(;9 
D,ODO 

7Qn 
/yu 

01. D 

1  R 

1.0 

55 

58 

227 

69 

Compaq  Computer 

18,109 

1,312.9 

10,526 

20,794 

1,574.8 

18.0 

■ 

■ 

207 

■ 

Compass  Bancshares 

975 

128.9 

11,814 

1,936 

164.6 

4.5 

301 

■ 

■ 

■ 

CompUSA 

4,349 

74.5 

1,213 

1,696 

106.2 

9.8 

331 

252 

336 

98 

Computer  Associates  International 

3,946 

295.1 

6,041 

15,160 

736.7 

8.8 

t  Not  on  500  list.  P:  Prior-year  data. 
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rhe  more  things  change, 
le  more  they  stay  the  same. 

riiirty-eight  years,  and  nearly  one 
Mvind  planes  later,  Gulfstream 
ii  iniies  to  set  the  standards  and  lead 
u  ( irld  in  corporate  aviation, 
r.  kLiy,  Gulfstream  remains  the  most 
<'\\  brand  name  in  the  industry.  A 
.1  company  that  has  earned  its 
ii.ition  hy  providing  the  safest,  most 
il  k'  aircraft  in  the  world. 

saw  the  introduction  of  the 
ll^ircam  1.  The  world's  first  aircraft 
11  1  lid  for  corporate  aviation. 

brought  the  Gulfstream  II.  The 


world's  first  transcontinental  corporate  jet. 

1979  unveiled  the  Gulfstream  111.  The 
world's  first  intercontinental  corporate  jet. 

1985  produced  the  transoceanic 
Gulfstream  IV/IV-SP.  To  date,  we  have 
delivered  300  of  these  reliable  and 
versatile  airplanes.  It  is  the  world's  best 
selling,  large-cabin  corporate  jet. 

1995  introduced  the  Gulfstream  V. 
The  world's  first  ultra  long-range,  6,500 
nautical  mile  corporate  jet.  An  airplane 
which  can  fly  nearly  half  way  around  the 
world,  non-stop. 

Indeed,  our  airplanes  hold  nearly  80% 
of  all  national  and  world  records  held  by 
large-cabin  business  jets. 


So  much  for  setting  standards. 

in  1996,  the  world  market  voted  again. 
The  results  were  clear  and  unambiguous. 
We  sold  more  Gulfstream  IV-SPs  than  in 
any  other  year  in  the  company's  history. 
This  success,  combined  with  the 
unprecedented  market  demand  for 
the  revolutionary  Gulfstream  V,  has 
resulted  in  a  record-setting  backlog  of 
over  100  airplanes. 

The  nearly  5,000  people  at  Gulfstream 
have  taken  a  timeless,  world-class  design 
and  turned  it  into  a  world-class  business. 
A  business  that  has  diversified  into  a 
multi-product  company,  including 
the  phenomenal  success  of  our  new 


Gulfstream  Shares  fractional  ownership 
option,  and  a  worldwide  commitment 
to  the  finest  customer  service  in  the 
industry.  As  a  result,  today's  Gulfstream 
is  the  strongest  Gulfstream  ever. 

As  we  said,  the  more  things  change, 
the  more  they  stay  the  same. 

There  can  be  only  one  set  of  standards. 
There  is  only  one  leader.  There  is  only 
one  Gulfstream. 

Contact  Bill  Boisture,  President, 
Gulfstream  Aircraft  Incorporated, 
(9)2)965-5555. 

Gulfstream 
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\  263 

428 

■ 

297 

Computer  Sciences 

5,241 

1  C  /I  0 

164.3 

0  C  A  /I 

3,504 

C  AC  0 

5,068 

481.6 



38.5 

i  29 

311 

190 

1  M 

uuimgi  a 

24,791 

234.8 

12,955 

12,415 

648.1 

83.1 

i  353 

220 

269 

166 

Conraii 

3,714 

342.0 

8,402 

9,273 

625.0 

21.3 

i  427 

268 

94 

214 

Conseco 

3,035 

278.9 

25,613 

6,970 

554.9 

3.5 

i  196 

117 

175 

205 

Consolidated  Edison 

6,960 

694.1 

14,057 

7,255 

1,190.5 

16.2 

j  355 

■ 

■ 

■ 

Consolidated  Freightways  Inc 

3,662 

OA  O 

80.2 

2,082 

1,070 

175.9 

23.3 

\  346 

249 

338 

290 

Consolidated  Natural  Gas 

3,794 

298.3 

6,001 

5,115 

602.4 

6.5 

■ 

394 

■ 

■ 

Consolidated  Papers 

1,545 

179.3 

2,532 

2,332 

294.8 

5.9 

i  467 

■ 

■ 

■ 

Consolidated  Stores 

2,648 

85.8 

1,331 

2,655 

134.1 

8.4 

214 

228 

380 

■ 

Continental  Airlines 

6,360 

325.0 

5,206 

1,824 

579.0 

33.9 

i  261 

234 

339 

286 

Cooper  Industries 

a  0  0  yi 

b,2o4 

315.4 

c  n  c  A 

5,950 

c  oo  /I 

5,234 

549.2 

41.4 

i  307 

125 

52 

133 

Rnrp^tntp^  Fin;inri;il 
uuicoiciicd  riiiaiiuiai 

4,197 

649.1 

45,494 

11,218 

75Q  7 

1  J.H 

357 

219 

446 

151 

Corning 

3,652 

342.9 

4,321 

10,258 

631.0 

19.1 

477 

■ 

■ 

■ 

Corporate  Express 

2,575 

9.1 

1,689 

1,337 

54.5 

18.0 

41 

287 

360 

261 

Costco  Cos^ 

20,616 

257.1 

5,521 

5,780 

421.6 

39.4 

■ 

286 

274 

470 

Countrywide  Credit  Industries 

1  c  c  c 

257.4 

8,139 

2,984 

295.1 

4.8P 

■ 

■ 

347 

270 

Hfiif  nnminiinir^tinn^ 

WUA  U Ulll II lU IllUclllUlld 

1,460 

-51.6 

5  785 

5,574 

7  n 

i  136 

138 

282 

116 

CPC  International 

9,844 

580.0 

7,874 

12,174 

955.7 

53.9 

■ 

331 

110 

361 

Crestar  Financial 

1,900 

218.3 

22,862 

4,050 

281.7 

8.7 

i  164 

264 

198 

217 

Crown  Cork  &  Seal 

8,332 

284.0 

12,590 

6,939 

779.9 

40.6 

i  119 

96 

141 

1/11 
141 

CSX 

10,536 

0  C  C  A 

855.0 

16,965 

10,980 

1,475.0 

47.5 

■ 

429 

■ 

145 

cue  International 

2,348 

164.1 

2,473 

10,601 

227.1 

13.0 

■ 

■ 

404 

■ 

Cullen/Frost  Bankers 

385 

55.0 

4,888 

807 

77.4 

2.2 

i  262 

434 

■ 

■ 

Cummins  Engine 

5,257 

160.0 

3,369 

2,236 

309.0 

23.9 

247 

■ 

■ 

306 

CVS' 

5,528 

75.4 

2,832 

4,930 

151.7 

44.0 

1  450 

■ 

311 

■ 

Cyprus  Amax  Minerals 

2,843 

77.0 

6,786 

2,283 

532.0 

9.9 

i  176 

242 

332 

428 

Dana 

7,890 

306.0 

6,160 

3,301 

584.4 

45.5 

344 

■ 

■ 

Danaher 

1,812 

207.8 

1,765 

2,584 

276.4 

11.1 

:  406 

■ 

■ 

■ 

Garden  Restaurants 

3,185 

59.5 

2,099 

1,179 

201.4 

119.1 

■ 

■ 

340 

■ 

Dauphin  Deposit 

493 

70.8 

5,948 

1,294 

81.8 

2.7 

25 

167 

184 

ICO 

lb2 

Dayton  Hudson 

on  oil 

25,371 

474.0 

13,389 

9,476 

1,124.0 

216.0 

438 

■ 

■ 

■ 

Dp^in  Fnnri^ 

2,970 

-28.5 

1,241 

1,331 

48.6 

11.5 

148 

88 

57 

115 

Dean  Witter,  Discover  &  Co 

9,029 

951.4 

42,414 

12,387 

1,034.7 

31.9 

110 

97 

158 

123 

Deere  &  Co 

11,308 

827.8 

15,141 

11,615 

1,090.3 

33.6 

1  70 

1/y 

1  ^  n 
14b 

■ 

117 

Dell  Computer 

7,759 

531.0 

2,993 

12,135 

578.0 

9.4 

95 

299 

205 

Delta  Air  Lines 

1  o  nm 

12, 952 

249.0 

12,026 

C  001 

5/81 

903.0 

DU.O 

■ 

■ 

327 

UCpUoll  Uualdlliy 

JH  J 

00. D 

0,000 

114  8 

J.  1 

■ 

B 

■ 

475 

Diebold 

1,030 

97.4 

859 

2,943 

118.4 

5.6 

84 

■ 

242 

318 

Digital  Equipment 

13,610 

-342.8 

9,645 

4,679 

131.9 

59.1 

21/ 

one 

306 

394 

396 

Dillard  Department  Stores 

6,278 

238.6 

5,060 

3,606 

432.3 

40.3P 

■ 

■ 

133 

■ 

Dime  Bancorp 

1,429 

104.3 

18,870 

1,807 

122.1 

3.1 

39 

50 

61 

20 

W;ilt  ni^npv 

(tail  uioii^v 

21,180 

1,467.0 

38  677 

50,466 

6,258.0 

90.3 

341 

■ 

-■ 

■ 

Dole  Food 

3,840 

89.0 

2,487 

2,311 

200.1 

44.5 

■ 

■ 

■ 

402 

Dollar  General 

2,134 

115.1 

718  . 

3,532 

146.1 

30.0 

483 

■ 

■ 

■ 

Dominick's  Supermarkets 

2,531 

3.9 

1,110 

475 

53.9 

11.3 

281 

169 

162 

1  AO 

208 

Dominion  Resources 

4,842 

472.1 

14,906 

7,158 

1,166.5 

11.1 

205 

■ 

407 

331 

RR  nnnnpilpu  i.  ^nnc 

D,  J  J  J 

—  10/  .0 

4,  OH  J 

lOL.j 

■?8  8 

00.0 

317 

198 

■ 

253 

Dover 

4,076 

390.2 

2,993 

5,992 

515.3 

25.8 

43 

37 

97 

74 

Dow  Chemical 

20,053 

1,907.0 

24,673 

20,061 

3,205.0 

39.9  : 

487 

378 

■ 

345 

Dow  Jones 

2,482 

190.0 

2,760 

4,203 

407.7 

11.5  \ 

258 
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■ 

■ 

381 

rinwnpv  Fin^inriiil 

I/UVWIICJ  1  lllclllUICII 

372 

20.7 

5,198 

576 

29,0 

1.0 

■ 

409 

■ 

DPL 

1,256 

172.9 

3,419 

2,584 

313.6 

2.7P  i 

■ 

395 

424 

■ 

DQE 

1,225 

179.1 

4,639 

2,202 

455.2 

3.8  i 

199 

281 

393 

279 

Dresser  Industries 

6,775 

263.0 

5,069 

5,420 

502.8 

32.3  1 

359 

240 

221 

350 

DTE  Energy 

3,646 

309.3 

11,015 

4,136 

835.9 

8.4  i 

13 

12 

63 

12 

El  du  Pont  de  Nemours 

38,349 

3,636.0 

37,987 

63,540 

6,394.0 

101.0 

288 

112 

182 

178 

Duke  Power 

4,758 

730.0 

13,470 

8,895 

1,397.7 

17.4 

■ 

■ 

■ 

325 

Dun  &  Bradstreet 

2,159 

-27.3 

2,294 

4,526 

130.1 

15.5  i 

286 

202 

376 

337 

Eastman  Chemical 

4,782 

380.0 

5.266 

4,321 

694.0 

17.6  i 

66 

60 

168 

48 

Eastman  Kodak 

15,968 

1,288.0 

14,438 

29,408 

2,191.0 

95.7  i 

195 

215 

372 

267 

Eaton 

6,961 

349.0 

5,307 

5,653 

669.0 

53.0 

384 

471 

■ 

■ 

Echlin 

3,380 

147.2 

2,454 

2,168 

243.3 

26.6  : 

161 

114 

98 

171 

Edison  International 

8,544 

716.7 

24,559 

9,127 

1,985.7 

14.4 

■ 

342 

■ 

■ 

AG  Edwards 

1,645 

208.6 

3,504 

2,363 

241.6 

11.6 

432 

■ 

260 

432 

El  Paso  Energy* 

3,010 

38.0 

8,712 

3,269 

139.0 

1.9 

73 

184 

214 

64 

Electronic  Data  Systems 

14,441 

431.5 

11,193 

21,496 

1,612.3 

96.3 

■ 

199 

■ 

183 

EMC 

2,274 

386.2 

2,294 

8,571 

473.2 

4.3 

109 

81 

224 

138 

Emerson  Electric 

11,415 

1,042.9 

10,696 

11,036 

1,507.5 

86.4 

408 

463 

■ 

415 

Engelhard 

3,184 

150.4 

2,495 

3,415 

225.3 

6.0 

■ 

316 

422 

■ 

Enova 

1,993 

230.9 

4,649 

2,551 

570.0 

4.2 

■  Not  on  500  list.  P:  Prior-year  data,  *  Formerly  El  Paso  Natural  Gas. 


How  you  begin  ultimately  determines  what  yo 
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(thou) 

87 

136 

152 

147 

Enron 

13,289 

584.0 

16.137 

Y0^4W 

1,058.0 

7.1 

■ 

■ 

■ 

430 

Ensco  International 

469 

95.4 

1,315 

3,297 

177.2 

3.1 

i  189 

188 

109 

254 

Entergy 

7,164 

420.0 

22,966 

5,970 

1,157.2 

13.3 

■ 

402 

■ 

336 

Equifax 

1,811 

177.6 

1,303 

4,382 

263.5 

14.2 

[  165 

■ 

17 

266 

Equitable  Cos 

8,305 

122.2 

128,811 

5,668 

122.2 

14.0 

■ 

■ 

199 

■ 

Equitable  of  Iowa  Cos 

869 

123.2 

12,570 

1,707 

123.2 

0.6 

i  391 

399 

■ 

258 

Estee  Lauder  Cos 

3,315 

178.1 

1,939 

5,881 

249.0 

13.5 

■ 

■ 

397 

■ 

Everest  Reinsurance  Holdings^ 

1,169 

112.0 

5,039 

1,590 

112.0 

0.4 

■ 

478 

■ 

■ 

Excel  Communications 

1,351 

144.4 

579 

1,741 

151.3 

1.7 

3 

1 

27 

3 

Exxon 

116,728 

7,510.0 

95,527 

125,567 

12,839.0 

80.5 

■ 

351 

■ 

■ 

Fairchild 

595 

203.6 

920 

224 

227.4 

2.9 

27 

24 

1 

32 

Fannie  Mae^ 

25,054 

2,753.6 

351,041 

40,994 

2,753.6 

3.3 

\  112 

218 

295 

241 

Federal  Express 

11,189 

344.1 

7,363 

6,180 

1,105.5 

105.8 

;  102 

62 

13 

71 

Federal  Home  Loan  Mortgage 

12,116 

1,258.0 

173,866 

20,661 

1,258.0 

3.2 

69 

278 

174 

197 

Federated  Department  Stores 

15,229 

265.9 

14,264 

7,698 

799.2 

118.1 

■ 

223 

121 

175 

Fifth  Third  Bancorp 

1,754 

335.1 

20,549 

9,079 

356.7 

6.3 

i  316 

453 

■ 

■ 

Fina 

4,081 

153.2 

2,856 

1,971 

324.5 

2.7 

■ 

■ 

292 

■ 

Finova  Group 

811 

117.0 

7,527 

2,120 

193.5 

0.9 

■ 

■ 

230 

■ 

First  American  Corp 

888 

121.6 

10,399 

1,982 

121.6 

3.9 

\  372 

108 

65 

142 

First  Bank  System 

3,524 

739.8 

36,489 

10,722 

739.8 

12.6 

■  Not  on  500  list.  ^Formerly  Prudential  Reinsurance  Holdings.  'Formerly  Federal  National  Mortgage  Assn. 


come. 


In  the  hecjinning,  we  selected  the  best  independent  agents,  low-risk 
markets,  and  a  conservative  yet  aggressive  plan  ^or  growth.  From 
those  initial  choices,  we've  carved  an  impressive  history  Increased 
dividends  for  35  consecutive  years.  A  total  return  oj  174% 
compared  to  the  S&P  soo's  H5%  {'9 {-95  with  dividends 
reinvested}*  And  an  A++  rating  by  A.M.  Bestjor  our  property 
casualty  insurance  operations.  Today,  when  you  look  at 
Cincinnati  Financial  Corporation,  you'll  see  a  company  that 
has  appreciated  in  value.  Look  deeper  and  you'll  recognize  the 
principles  behind  that  success  ingrained  throughout.  For  a  CFC 
jact  sheet,  call  {-SOO-955-ClNF  (2463j. 


rill': 

CINCINNATI 

INSURANCE  COMPANIES 


Cincinnati    Financial  Corporation 

Making  our  strength  your  juture  " 


'Source  HI  (X)Mlj|  R(,  l  inanci.il  Markets 
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125 

51 

24 

rirsi  unicago  ndu 

1  n  117 

1  749  n 

1,/4Z.U 

0/1  A 
04.4 

■ 

■ 

275 

■ 

First  Citizens  BancShares  - 

637 

65.5 

8,056 

866 

88.1 

3.9  : 

■ 

■ 

252 

■ 

First  Commerce 

814 

118.4 

9,190 

1,703 

144.0 

4.1 

■ 

■ 

359 

■ 

First  Commercial 

480 

68.6 

5,531 

1,124 

88.1 

2.8  \ 

278 

127 

171 

97 

First  Data 

4,934 

636.5 

14,340 

15,288 

1,060.1 

38.0 

■ 

461 

192 

H 

rirsi  empire  oiaie 

1,100 

mil 
1 J 1 . 1 

1 9  QAd 
Id,  j44 

9  1  7^ 

1  70  fi 
1/U.D 

A  7 

■ 

■ 

352 

■ 

First  Financial  Corp 

465 

50.5 

5,700 

986 

65.5 

1.7  ; 

■ 

■ 

277 

■ 

First  Hawaiian 

676 

80.3 

8,002 

1,049 

111.5 

3.2  : 

■ 

■ 

305 

■ 

First  National  of  Nebraska 

946 

70.2 

6,912 

1,180 

107.4 

4.0  \ 

TOO 

113 

374 

First  of  America  Bank 

2,083 

256.9 

22,062 

3,914 

327.3 

12.4  \ 

■ 

400 

164 

H 

rirsi  oecurixy 

1  ,£00 

1  77  8 
1  /  /  .0 

lA  708 

9  t\77 

91  CI  Q 

7  A 

■ 

392 

189 

459 

First  Tennessee  National 

1,468 

179.9 

13,059 

3,075 

218.2 

7.6 

107 

49 

16 

57 

First  Union 

11,985 

1,499.0 

140,127 

25,143 

2,123.0 

44.4 

■ 

270 

232 

245 

First  USA 

1,745 

276.1 

10,206 

6,135 

406.0 

3.7 

■ 

070 

LI  L 

■ 

First  Virginia  Banks 

686 

116.3 

8,236 

1,705 

137.9 

4.9 

■ 

296 

129 

O/lO 

Firstar 

9i;n  9 

Z  jU.Z 

IQ  7K7 
l3,/D/ 

A  401 
4,43l 

1(18  A 

8  8 
o.o 

■ 

■ 

455 

■ 

FirstFed  Financial 

308 

8.2 

4,144 

271 

10.0 

0.4 

■ 

■ 

378 

■ 

FirstMerit 

494 

70.9 

5,228 

1,342 

88.7 

2.6 

481 

■ 

■ 

■ 

Flagstar  Cos 

2,542 

-85.5 

1,687 

44 

53.4 

90.5 

1  7*3 
1/0 

70 

90 

Fleet  Financial  Group 

8,042 

1,138.8 

85,518 

15,883 

1,658.2 

34.2 

447 

u 

■ 

1 

ricciwooo  tnierpriscs 

Z,3UU 

1 1  Q  9 

1  ly.z 

600 

QJ9 
34Z 

140.0 

18  n 

16. u 

64 

■ 

466 

■ 

Fleming  Cos 

16,487 

26.7 

4,055 

657 

214.3 

42.5 

413 

293 

371 

478 

Florida  Progress 

3,158 

250.7 

5,348 

2,910 

617.4 

7.2 

104 

274 

500 

312 

Fluor 

12,047 

272.7 

3,591 

4,853 

485.5 

47.1 

077 
LI  1 

no 

003 

OQQ 
033 

■ 

FMC 

4,969 

210.7 

4,990 

2,492 

464.9 

22.0 

149 

347 

■ 

ooz 

tnnft  1  inn 

roou  Lion 

AflQ 
J, 403 

A  01  7 

AQ  R 
43.0 

2 

8 

5 

35 

Ford  Motor 

146,991 

4,446.0 

262,867 

38,165 

10,362.0 

370.0 

■ 

417 

■ 

■ 

Fort  Howard 

1,581 

170.7 

1,615 

2,459 

272.4 

6.9 

324 

■ 

■ 

■ 

Foster  Wheeler 

4,006 

82.2 

3,510 

1,560 

145.8 

12.4 

■ 

■ 

Foundation  Health 

3,643 

156.8 

2,495 

2,294 

215.0 

10.5 

227 

139 

202 

1  QS 

rDI  nrniin 

rrL  uroup 

D,UO/ 

j/3.  J 

1  9  91  Q 
1Z,Z13 

/  ,000 

1  mo  a 

1,303.0 

10  fi 

■ 

221 

■ 

203 

Franklin  Resources 

1,620 

337.0 

2,727 

7,345 

381.0 

4.7 

■ 

324 

477 

239 

Freeport-McMoRan  Copper  &  Gold 

1,905 

226.2 

3,866 

6,190 

400.2 

8.3 

■ 

■ 

448 

■ 

Fremont  General 

796 

87.3 

4,308 

878 

113.9 

1.8 

4/0 

B 

403 

Frontier 

2,576 

218.0 

2,222 

3,527 

407.9 

7.9 

494 

460 

■ 

40/ 

Fruit  of  the  Loom 

9 

1  m  9 
IDl.Z 

9 

"i  9/17 
0,Z4/ 

OUD.3 

00  9 
00. Z 

■ 

■ 

485 

■ 

Fulton  Financial 

292 

50.3 

3,745 

800 

56.6 

1.6P 

298 

90 

328 

120 

Gannett 

4,421 

943.1 

6,350 

11,994 

1,230.5 

34.3 

260 

179 

■ 

159 

Gap 

5,284 

452.9 

2,627 

9,540 

667.8 

63.0 

971 

B 

357 

Gateway  2000 

5,035 

250.7 

1,673 

4,107 

306.5 

9.2 

■ 

■ 

415 

B 

CATV 
bHIA 

1,414 

1  no  7 
lUZ./ 

4,/OU 

330 

on<;  1 

OUj.l 

o.u 

■ 

■ 

■ 

219 

Genentech 

905 

118.3 

2,226 

6,770 

180.5 

3.0 

365 

275 

■ 

348 

General  Dynamics 

3,581 

270.0 

3,299 

4,188 

337.0 

25.0 

5 

2 

4 

1 

General  Electric 

79,179 

7,280.0 

272,402  - 

169,388 

8,915.0 

230.5 

461 

■ 

■ 

436 

General  Instrument 

2,690 

-1.9 

2,707 

3,252 

127.3 

13.3 

246 

178 

470 

benerai  mius 

J,j4/ 

n^A  7 
4d4./ 

0  QQQ 
0,300 

1U,U/U 

coo  0 
000. y 

0  a 
y.6 

1 

7 

7 

21 

General  Motors 

164,069 

4,963.0 

222,142 

49,592 

16,803.0 

648.0 

168 

94 

59 

105 

General  Re 

8,192 

893.5 

40,161 

13,722 

893.5 

3.5 

238 

226 

■ 

264 

Genuine  Parts 

5,720 

330.1 

2,522 

5,732 

380.5 

23.4 

94 

433 

194 

212 

Georgia-Pacific 

13,024 

161.0 

12,818 

7,072 

1,157.0 

47.5 

■  Not  on  500  list.  P:  Prior-year  data. 
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Sheila  Metzner 

"/  Love  It  When  You  Knead  Me" 
Color  Photography /Fresson  Print 


THE  BOLD  LOOK 

OFKOHLER. 

Sounds  good?  It  feels  better.  Our  unique  Vigora™  whirlpool  delivers  the  supreme  luxury  of  a  bliss- 
ful, nnind-mending  neck  and  back  massage.  Simply  slide  in  and  let  those  strategically  placed  jets 
(there  are  even  tv^o  hidden  in  the  pillow)  do  their  stuff.  Tension?  Never  heard  of  it.  See  the 
Yellow  Pages  for  o  KOHLER"^  Registered  Showroom,  or  call  1-800-4-KOHLER,  ext.  NX4  to  order 
product  literature,  www.kohlerco.com 

©1997  by  Kohler  Co.  All  rights  reserved. 


 Where  they  rank:  1996 — 

Company 
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Net 
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Market 

Cash 
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($mil) 

profits 

(Smil) 

value 

flow 

(thou) 

W 

profits 

value 

($mil) 
• 

($inil) 

($mil) 

r  "333 

■ 

■ 

■ 

Giant  Food 

3,931 

112.7 

1,504 

1,961 

212.5 

25.6P  ■ 

i  137 

89 

229 

Gillette 

9,698 

948.7 

10,435 

45,291 

1,329.8 

43.0 

■ 

■ 

159 

a 

Glendale  Federal  Bank  FSB 

1,130 

42.1 

15,128 

1,283 

83.8 

2.5 

■ 

391 

■ 

399 

Global  Marine 

681 

180.1 

808 

3,578 

221.0 

2,1 

i  465 

206 

64 

368 

Golden  West  Financial 

2,656 

369.9 

37,731 

3,971 

389.5 

4.3 

■ 

458 

■ 

■ 

BF  Goodrich 

2,239 

151.7 

2,663 

2,145 

270.1 

13.7 

90 

■ 

241 

186 

Goodyear  Tire  &  Rubber 

13,113 

101.7 

9,672 

8,407 

562.5 

91.3 

i  334 

248 

222 

349 

GPU' 

3,918 

298.4 

10,941 

4,178 

776.5 

9.8 

i  377 

338 

423 

358 

WR  Grace 

3,454 

213.8 

4,648 

4,107 

398.2 

19.3 

i  370 

343 

■ 

371 

WW  Grainger 

3,537 

208.5 

2,119 

3,961 

282.8 

11.1 

i  126 

■ 

■ 

■ 

Great  Atlantic  &  Pacific  Tea 

10,089 

73.0 

3,032 

1,051 

300.5 

28.6P 

■ 

295 

■ 

468 

Great  Lakes  Chemical 

2,212 

250.3 

2,661 

3,006 

374.7 

7.5 

366 

■ 

55 

236 

Great  Western  Financial 

3,566 

115.8 

42,875 

6,273 

232.5 

14.4 

■ 

241 

480 

292 

Green  Tree  Financial 

924 

308.7 

3,792 

5,113 

331.2 

3.3 

■ 

■ 

187 

■ 

GreenPoint  Financial 

1,022 

132.5 

13,326 

2,695 

196.2 

2.5 

38 

23 

62 

29 

GTE 

21,339 

2,798.3 

38,422 

43,847 

6,568.3 

104.0 

■ 

■ 

■ 

291 

Guidant 

1,048 

65.8 

1,004 

5,114 

132.0 

4.9 

i  182 

246 

436 

181 

Halliburton 

7,385 

300.4 

4,437 

8,700 

568.3 

59.2 

i  440 

■ 

■ 

■ 

Hannaford  Bros 

2,958 

75.2 

1,184 

1,487 

152.6 

14.2 

i  387 

380 

■ 

422 

Harcourt  General 

3,360 

188.9 

3,455 

3,360 

379.5 

16.3 

■ 

425 

■ 

494 

Harley-Davidson 

1,531 

166.0 

1,320 

2,812 

221.3 

5.0 

i  445 

■ 

■ 

■ 

Harnischfeger  Industries 

2,931 

121.9 

2,694 

2,400 

213.3 

15.6 

352 

382 

■ 

462 

Harris 

3,717 

188.1 

3,513 

3,047 

363.2 

27.6 

434 

361 

■ 

375 

Hasbro 

3,002 

199.9 

2,702 

3,868 

338.2 

13.0 

■ 

■ 

341 

■ 

Hawaiian  Electric  Industries 

1,411 

78.7 

5,936 

1,068 

173.5 

3.4 

■ 

■ 

■ 

310 

HBO  &  Co 

797 

110.8 

849 

4,904 

160.0 

4.3 

■ 

■ 

■ 

492 

Health  Management  Associates 

762 

88.9 

624 

2,839 

118.5 

8.0 

416 

■ 

■ 

■ 

Health  Systems  International 

3,143 

99.2 

1,152 

1,444 

151.7 

3.8 

1  495 

328 

■ 

210 

HealthSouth 

2,437 

220.8 

3,375 

7,098 

409.8 

30.1 

143 

115 

254 

95 

HJ  Heinz 

9,447 

701.6 

9,092 

15,349 

1,044.0 

43.3 

■ 

229 

■ 

320 

Hercules 

2,060 

324.9 

2,386 

4,627 

430.9 

7.5 

i  326 

273 

■ 

200 

Hershey  Foods 

3,989 

273.2 

3,185 

7,647 

406.7 

13.7 

12 

25 

87 

17 

Hewlett-Packard 

39,427 

2,708.0 

27,156 

56,271 

4,051.0 

107.2 

■ 

420 

456 

185 

HFS 

799 

169.6 

4,137 

8,493 

220.3 

2.5 

■ 

■ 

250 

■ 

Hibernia 

735 

110.0 

9,307 

1,770 

144.0 

4.0 

■ 

484 

■ 

■ 

Hillenbrand  Industries 

1,684 

140.0 

3,396 

2,735 

239.0 

9.8 

■ 

443 

289 

230 

Hilton  Hotels 

1,900 

156.3 

7,577 

6,406 

334.3 

48.7 

i  46 

91 

249 

54 

Home  Depot 

19,536 

937.7 

9,342 

27,930 

1,170.1 

89.4 

184 

195 

361 

168 

Honeywell 

7,312 

402.7 

5,493 

9,215 

690.2 

51.6 

■ 

■ 

478 

■ 

Horace  Mann  Educators 

704 

64.6 

3,861 

1,106 

77.7 

2.5 

I  407 

■ 

■ 

■ 

Hormel  Foods 

3,185 

79.7 

1,466 

2,022 

125.0 

10.8 

■ 

■ 

387 

408 

Host  Marriott 

732 

-13.0 

5,152 

3,489 

132.0 

0.8 

147 

76 

165 

Household  International 

5,059 

538.6 

29,595 

9,377 

779.1 

13.6 

315 

194 

201 

301 

Houston  Industries 

4,095 

404.9 

12,288 

4,995 

988.9 

8.5 

■ 

480 

■ 

488 

Hubbell 

1,297 

141.5 

1,185 

2,874 

180.8 

8.2 

203 

■ 

■ 

389 

Humana 

6,677 

12.0 

3,153 

3,721 

206.0 

16.7 

■ 

282 

118 

364 

Huntington  Bancshares 

1,783 

262.1 

20,852 

4,002 

347.7 

7.7 

96 

363 

■ 

■ 

IBP 

12,538 

198.7 

2,092 

2,259 

279.4 

34.0 

302 

410 

443 

299 

IKON  Office  Solutions" 

4,340 

172.6 

4,377 

5,033 

307.3 

29.4 

■ 

491 

■ 

■ 

fllinols  Central 

658 

136.6 

1,913 

2,194 

175.9 

3.6 

■  Not  on  500  list.  P;  Prior-year  data.  'Formerly  General  Public  Uiiiities.  'Formerly  AIco  Standard. 
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A  CAMEL  IS  A  HORSE  DESIGNED  BY  COMMITTEE.  IT'S  NOT  WHAT  IT  COULD  HAVE  BEEN.  IT'S  UGLY.  IT'S  A 
VERY  BUMPY  RIDE.  SO  IS  TRYING  TO  HANDLE  CORPORATE  FACILITY  GROWTH  WITH  MULTIPLE  PROVIDERS. 
WE  HAVE  A  BETTER  WAY.  HASKELLS  TOTAL  FACIUTY  SOLUTIONS  TAKES  YOUR  PROJECT  FROM  INmAL  ANALYSIS 
TO  DESIGN  AND  CONSTRUCTION  THROUGH  DELIVERY.  WE  CAN  EVEN  PROVIDE  FINANCING  UP  FRONT  AI^ 
FACILITY  MANAGEMENT  AT  THE  END.  ONE  COMPANY.  ONE  TEAM.  ONE  CONTRACT.  NO  MORE  COMMnTEES. 
JUST  WFJAT  YOU  WANT.  AND  JUST  ONE  PERSON  TO  TALK  WTIH.  CALL  PETE  BONEY  AT  1-888-742-7535. 

/ili\Th  e  Haskell  Company 

America's  Design-Build  Leader™ 


 Where  they  rank;  1996—- 
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ri74 

Id ' 

411 

135 

Illinois  Tool  Works 

4,997 

/IOC  0 

A  one 
4,oUb 

11  1  /t  c 

11,14b 

CCA  C 

bb4.o 

22.8 

■ 

375 

351 

■ 

lllinova 

1,689 

1  m  n 
191. U 

C  7  1  0 

□  ,/  Li 

1  7c  n 

1,/d9 

386.3 

o  c 

3.6 

i  443 

495 

■ 

431 

IMC  Global 

2,941 

135.2 

3,485 

3,270 

306.2 

9.0 

i  420 

■ 

■ 

■ 

Inacom 

3,102 

18.7 

848 

269 

40.5 

2.5  \ 

i  201 

212 

354 

285 

Ingersoll-Rand 

6,703 

358.0 

5,622 

5,269 

550.6 

41.5  ; 

i  105 

■ 

■ 

442 

Ingram  Micro 

1 0  noo 

1 1  n  7 
IIU./ 

0  0C7 

0  001 

1  ^  c  o 

146.8 

O  1 

8.1 

:  294 

■ 

■ 

■ 

Inland  bteel  industries 

4,3o4 

CO  n 

0  C40 

070 

y/o 

0  1  C  0 

21b. U 

1  A  7 
14./ 

i  40 

6 

104 

5 

Intel 

20,847 

5,156.5 

23,735 

113,195 

7,027.9 

45.1 

\  369 

■ 

■ 

■ 

Intelligent  Electronics 

3,548 

-103.8 

746 

122 

-75.7 

2.6P  : 

5 

30 

10 

International  Business  Machines 

75,947 

5,429.0 

81,132 

72,959 

10,441.0 

233.0  ; 

■ 

379 

■ 

on  ;i 

294 

International  Flavors  &  Fragrances 

1  /IOC 

189.9 

1  cn7 
1,5U/ 

c  1  n  ^ 

0,11)4 

007  7 
iil.l 

A  C 

4.6 

i  472 

■ 

■ 

■ 

International  Multifoods 

0  CQO 

17  0 

i/.y 

0^0 

94/; 

000 

o82 

AO  0 

48.2 

7  0 

i  42 

245 

81 

108 

International  Paper 

20,143 

303.0 

28,252 

13,024 

1,497.0 

84.3 

j  497 

349 

412 

346 

Interpublic  Group  of  Cos 

2,431 

205.2 

4,765 

4,200 

294.2 

20.7 

:  409 

■ 

■ 

■ 

Interstate  Bakeries 

3,184 

57.6 

1,477 

1,809 

163.0 

32.0 

:  206 

299 

251 

213 

ITT 

ITT 

c  cm 
0,09/ 

0  /I  n  n 

249.0 

n  07C 

9,2/5 

c  noo 

b,982 

coc  n 

525.0 

07  n  : 

37.0  : 

98 

■ 

21 

1/b 

III  Hartford  broup 

1^,4/0 

OQ  n 
-99. U 

1 00  0/in 
lUo,o4U 

0  0  A  1 

8,941 

ion 

-lo.O 

0  1  c 

21.5 

163 

326 

362 

489 

ITT  industries 

8,366 

222.6 

5,491 

2,872 

655.6 

59.0 

:  241 

441 

320 

480 

James  River  Corp  of  Virginia 

5,690 

157.3 

6,542 

2,902 

579.7 

25.0 

■ 

253 

139 

340 

Jefferson-Pilot 

2,125 

294.0 

17,562 

4,271 

294.0 

3.5 

\  379 

■ 

■  /' 

■ 

Jefferson  Smurfit 

0  /1 1  n 

117  0 
11/. U 

0  coo 
2,088 

1  c  n 

1,540 

ocn  n 

269.0 

1  c  n 

16.0 

■ 

■ 

285 

■ 

John  Alden  Financial 

1  1  1  c 

1,115 

0  n  n 

30.9 

7  cc n 

/,bb9 

/I  7  C 

4/b 

AO  C 

42. b 

0  n 

3.0 

j  36 

18 

123 

9 

Johnson  &  Johnson 

21,620 

2,887.0 

20,010 

77,118 

3,885.0 

85.8  : 

i  129 

303 

317 

406 

Johnson  Controls 

9,974 

240.8 

6,615 

3,496 

579.3 

62.5  ■ 

■ 

462 

■ 

■ 

Kansas  City  Southern  Industries 

847 

150.9 

2,084 

1,890 

227.0 

4.0  : 

;  204 

149 

396 

1  no 
IUj 

Kellogg 

C  C  7  7 

c  0 1  n 

531.0 

c  nc n 

5,050 

1  /I  n  1  7 

14,01/ 

700  C 

782.5 

1  jl  c 

14.5 

i  392 

■ 

■ 

■ 

Kelly  Services 

0  ono 
S,6\jI 

70  n 

/3.0 

00  n 

8o9 

1  no  7 
1,Uj/ 

nn  1 

99.1 

A  0  ' 

4.8  : 

■ 

330 

■ 

454 

Kerr-McGee 

1,931 

220.1 

3,124 

3,096 

527.1 

3.9 

\  226 

101 

36 

121 

KeyCorp 

6,038 

783.4 

67,621 

11,943 

980.8 

28.6 

■ 

■ 

377 

■ 

Keystone  Financial 

447 

69.5 

5,231 

1,017 

82.7 

2.4 

88 

53 

206 

A  1 

4/ 

Kimberly-Clark 

13,149 

1,403.8 

11,846 

29,611 

1,964.8 

55.1  : 

■ 

482 

■ 

■ 

King  World  Productions 

ODD 

141.3 

ooo 

882 

1  000 

1,383 

1/10  1 

142.1 

n  c  • 

0.5  : 

i  20 

■ 

173 

252 

Kmart 

31,437 

-220.0 

14,286 

5,998 

434.0 

275.0  • 

j  454 

277 

■ 

380 

Knight-Ridder 

2,775 

267.9 

2,900 

3,792 

433.9 

20.3 

■ 

■ 

■ 

417 

Kohl's 

2,388 

102.5 

1,146 

3,400 

146.7 

13.7P 

26 

214 

345 

zUy 

Kroger 

25,171 

352.7 

5,825 

7  1  1 

7,110 

696. b 

ono  c 

208.5  : 

■ 

483 

■ 

■ 

Lafarge 

1  c  n 

140.9 

1  010 

1,81 0 

l,b4o 

Z41.4 

c  7  ■ 
b./  : 

i  218 

457 

479 

Lear 

0,01/ 

?Q4  9 

39  7  ■ 

491 

454 

■ 

423 

Leggett  &  Piatt 

2,466 

153.0 

1,713 

3,351 

245.2 

20.9  i 

74 

192 

18 

446 

Lehman  Brothers  Holdings 

14,260 

416.0 

128,596 

3.175 

507.0 

7.7  i 

■ 

■ 

385 

■ 

Leucadia  National 

1,507 

55.5 

5,168 

1,683 

183.1 

A  1 

4.1 

;  364 

■ 

B 

■ 

Lb&t  energy 

3,589 

104.0 

3,012 

l,bby 

/;u/.b 

0  1 

■ 

■ 

169 

1  ihprtu  Finanrial  Pnc 

inn  7 

Id  A9R 

lH,*TiO 

1  9^4 

1  ,LOH 

1  uo.u 

1.7P  i 

■ 

■ 

441 

■ 

Life  USA  Holding 

317 

23.5 

4,387  • 

220 

23.5 

0.4  i 

183 

46 

172 

23 

Eli  Lilly 

7,347 

1,523.5 

14,307 

46,139 

2,067.0 

28.9  i 

i  158 

183 

460 

070 
I/O 

Limited 

0  C  AC 

8,d45 

/1 0  /I  0 

434.2 

A  1  on 

4,120 

C  A  O  1 

5,421 

7O0  n 

70  1  • 

.  200 

153 

34 

000 

Lincoln  National 

6,721 

513.6 

71,713 

6,346 

659.9 

1  n  0 

10.3  ; 

■ 

■ 

■ 

405 

Linear  Technology 

375 

132.1 

580 

3,505 

143.3 

1.7  i 

319 

440 

■ 

■ 

Litton  industries 

4,045 

157.5 

3,380 

1,906 

289.0 

31.3  i 

■ 

44/ 

■ 

450 

Liz  Claiborne 

2,218 

155.7 

1,383 

3,134 

198.5 

7.3  i 

■  Not  on  500  list.  P:  Prior-year  data. 
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 Where  they  rank:  1996 — 

Company 

Sates 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Assets 

Market 

($mil) 

profits 

($mil) 

value 

flow 

(thou) 

profits 

value 

($mil) 

($mil) 

(Smil) 

j  24 

56 

77 

87 

Lockheed  Martin 

26,875 

U46.6 

29,422 

16,309 

2,548.6 

^177,5  ; 

j  54 

54 

35 

119 

Loews 

18,478 

1,384.0 

67,710 

12,037 

1,669.0 

30.7  ; 

9i8 

0*tO 

■ 

Long  Island  Bancorp 

401 

32,6 

5,759 

856 

44.7 

1.4  i 

'■     41 S 

coo 

482 

Long  Island  Lighting 

3,151 

316.5 

12,210 

2,889 

606.0 

5.5  ; 

4  J  1 

■ 

Longs  Drug  Stores 

2,828 

58.6 

880 

983 

102.5 

16.3 

■ 

■ 

■ 

467 

Loral  Space  &  Communications 

7 

8.1 

1,694 

3,010 

8.1 

0.1  : 

485 

■ 

■ 

■ 

Louisiana-Pacific 

2,486 

-200.7 

2,589 

2,311 

-8.9 

12.5 

1 

LOO 

220 

Lowe's  Cos 

8,600 

292.2 

4,435 

6,763 

491.9 

49.0 

AT? 

313 

LSI  Logic 

1,239 

147.2 

1,953 

4,805 

294.6 

3,9 

Oil 

n 

00  J 

■ 

LTV 

4,135 

109.2 

5,411 

1,350 

374.9 

14.2 

■ 

419 

■ 

■ 

Lubrizol 

1,598 

169.8 

1,402 

2,027 

250.8 

4.5 

0  1 

/  / 

1  AO 

102 

40 

Lucent  Technologies 

23,797 

1,083.0 

24,049 

33,903 

2,407.0 

126,0 

010 

LI  L 

■ 

Lyondeli  Petrochemical 

5,052 

126.0 

3,276 

1,890 

236.0 

2,8 

000 

■ 

Magna  Group 

437 

63.1 

5,459 

948 

76.9 

2.2 

JUO 

447 

Mallinckrodt 

2,302 

194.3 

3,437 

3,156 

353.0 

10.4 

223 

432 

■ 

438 

Manpower 

6,080 

162.3 

1,752 

3,237 

197.9 

9,5 

389 

■ 

■ 

■ 

Mapco 

3,353 

97.5 

2,171 

1,760 

176.8 

5,4 

124 

242 

392 

231 

Marriott  International 

10,172 

306.0 

5,075 

6,356 

462.0 

185,5 

310 

175 

431 

167 

Marsh  &  McLennan  Cos 

4,149 

459.3 

4,545 

9,267 

599.2 

27.1 

■ 

352 

163 

426 

Marshall  &  llsley 

1,475 

203.4 

14,763 

3,318 

257.0 

9.0 

■  Not  on  500  list. 


Q/^ANY  Promise 


ANY  Promise  The 
Vacation  Of  The  Century. 


Few  Have  The  Century  To  Back  It  Up. 

One  hundred  years  ago,  Henry  Flagler  created  a  resort  destined  to  become  the  finest  in  the  world. 

Today  in  Palm  Beach,  discover  the  new  Breakers,  where  the  completion  of  a  spectacular 
$75-million  renovation  marks  the  exciting  beginning  of  a  second  century  of  hospitality.  Be  pampered 
in  elegantly  appointed  rooms  with  exceptional  amenities.  And  select  from  recreational  activities 
that  will  satisfy  your  every  playful  whim. 

For  reservations  and  information  on  our  Centennial  Package,  ^""'''^^^^^j^^:^ 


call  your  travel  professional  or  The  Breakers  toll-free  at 
1-888-BREAKERS  today 

•  Five  restaurants  •  Two  18-hole  golf  courses 

•  21  Har-Tru  tennis  courts     •  Half-mile  private  beach 

•  Water  sports  •  Supervised  kids  program 
Visit  The  Breakers  online  at  http://www.thebreakers.com 


^THE  BREAmiS' 

PA  L  M  BEACH 
A  Century  Of  Grand  Traditions 

Owned  and  operated  by  Flagler  System,  Inc. 

One  South  County  Road 
Palm  Beach,  Florida  33480 
(561)  655-6611 


 Where  they  rank:  1996 — 

Sales        Net  Assets 
profits 

Market 
value 

Company 

Sales 
(tmil) 

\f  11111/ 

Net 
profits 
($niil) 

* 

Assets 
($mil) 

Market 
value 
($inil) 

Cash 
flow 
($mil) 

Employees 
(thou) 

\  401 

251 

490 

255 

—  -  -   

Masco 

3,237 

one  o 

295.2 

3,702 

5,956 

394.9 

20.7 

;  349 

203 

■ 

L  1  i 

Malfpl 
lYidllcl 

J,  /  00 

^77  fi 

9  Mi 

7  n7R 

/  ,u  /  o 

9fi  n 

■ 

500 

■ 

452 

Maxim  Integrated  Products 

425 

133.6 

490 

3,124 

149.9 

2.2  ; 

480 

■ 

462 

■ 

Maxxam 

2,543 

22.9 

4,116 

407 

167.9 

12.2  : 

106 

106 

236 

128 

May  Department  Stores 

12,000 

749.0 

10,059 

11,468 

1,122.0 

80.0 

\  435 

490 

■ 

■ 

Maytag 

3,002 

138.0 

2,330 

2,110 

249.3 

18.5 

■ 

230 

265 

mum 

546 

322.2 

8  562 

4  243 

J  J  1  .u 

n  4 

\  396 

166 

140 

134 

MBNA 

3,279 

474.5 

17,035 

11,151 

571.1 

12.2 

i  116 

45 

150 

45 

McDonald's 

10,687 

1,572.6 

16,543 

30,787 

2,306.5 

212.0P 

81 

99 

209 

107 

McDonnell  Douglas 

13,834 

788.0 

11,631 

13,545 

1,063.0 

63.7 

i  424 

160 

495 

289 

McGraw-Hill  Cos 

3,075 

495.7 

3,642 

5,142 

734.3 

15.8 

53 

67 

108 

JO 

MHI  nnmmiiniratinnc 

18  494 

1,202.0 

22.978 

25  088 

2  ^24  n 

57  8 

99 

496 

432 

■ 

McKesson 

12,370 

134.2 

4,532 

2,656 

206.4 

11.3 

■ 

464 

496 

■ 

MCN  Energy  Group 

1,997 

150.3 

3,633 

1,985 

307.4 

3.4 

;  289 

366 

402 

461 

Mead 

4,707 

195.3 

4,959 

3,063 

445.7 

15.7 

i  283 

■ 

■ 

381 

MedPartners 

4,813 

1  CO  c 

-158.5 

2,224 

3,763 

-76.6 

18.8 

■  500 

155 

■ 

91 

Medtronic 

2,394 

509.9 

2,695 

15,604 

628.4 

12.8 

290 

110 

56 

146 

Mellon  Bank 

4,705 

733.0 

42,596 

10.472 

1,045.0 

24.6 

■ 

373 

131 

401 

Mercantile  Bancorporation 

1,621 

191.9 

18,987 

3,542 

234.5 

7,8 

■ 

■ 

314 

■ 

Mercantile  Bankshares 

588 

117.4 

6,643 

1,791 

127.6 

2.8 

429 

■ 

■ 

■ 

Mercantile  Stores 

3,031 

121.5 

2,143 

1,824 

205.1 

19.6P 

45 

9 

100 

6 

Merck 

19,829 

3,881.3 

24,293 

106  63^ 

4,612.2 

47.2 

248 

■ 

■ 

■ 

Merisel 

5,523 

-140.4 

762 

64 

-119.6 

2.6 

28 

43 

9 

94 

Merrill  Lynch 

25,011 

1,619.0 

213,016 

15,384 

2,030.0 

47.9 

351 

■ 

■ 

■ 

Fred  Meyer 

3,725 

58.5 

1,692 

1,024 

175.1 

27.5 

■ 

285 

■ 

lie 

315 

MbIC  Investment 

746 

258.0 

2,222 

4,749 

267.0 

1.0 

362 

■ 

■ 

■ 

MicroAge 

3,596 

16.4 

750 

211 

37.8 

2.5 

422 

304 

464 

160 

Micron  Technology 

3,076 

240.1 

4,064 

9,482 

660.4 

9.9 

144 

28 

195 

4 

Microsoft 

9,435 

2,476.0 

12,786 

118,602 

3,115.0 

21.6 

■ 

■ 

430 

■ 

MidAmerican  Energy  Holdings 

1,873 

131.0 

4,559 

1,725 

342.1 

3.6 

=  75 

47 

185 

36 

Minnesota  Mining  &  Manufacturing 

14,236 

1,516.0 

13,364 

37,411 

2,399.0 

79.8 

■ 

348 

■ 

359 

ITIII  age  nCoUl  Id 

CKJQ.V 

4  in? 

J  i  J .  J 

15  8 

i  J.O 

7 

16 

51 

19 

Mobil 

71,129 

2,964.0 

46,408 

51,391 

5,689.0 

46.7 

■ 

459 

■ 

392 

Molex 

1,437 

151.4 

1,515 

3,682 

276.1 

10.3 

146 

200 

215 

59 

Monsanto 

9,262 

385.0 

11,191 

23,998 

975.0 

28.3 

67 

44 

8 

/5 

JP  Morgan  &  Co 

15,866 

1,574.0 

222,026 

19,717 

1,574.0 

15.6 

89 

83 

10 

155 

Mnrff^in  ^t^inlpv  Rrniin 

IVIUI  gall  Olallicy  Ul  UU|I 

13  144 

196  446 

9,910 

1,197.0 

10.4 

354 

225 

■ 

247 

Morton  International 

3,705 

334.2 

2,937 

6,094 

513.1 

14.1 

22 

70 

101 

44 

Motorola 

27,973 

1,154.0 

24,076 

32,785 

3,462.0 

140.5  : 

■ 

450 

■ 

■ 

Naico  Chemical 

1,304 

154.5 

1,395 

2,530 

252.8 

6.3  i 

386 

■ 

■ 

■ 

Nash  Finch 

3,375 

20.0 

945 

206 

54.8 

9.5 

279 

109 

46 

126 

Natinn;il  Citv 

4,928 

/  ou.o 

50  R5fi 

JU,U  JU 

894.7 

26.1  ! 

■ 

■ 

453- 

■ 

National  Commerce  Bancorporation 

357 

57.5 

4,200 

1,104 

57.5 

1.3  ; 

AHA 
484 

■ 

341 

National  Semiconductor 

2,521 

-126.2 

2,685  • 

4,260 

143.4 

20.5  i 

442 

■ 

■ 

■ 

National  Steel 

2,954 

44.6 

2,547 

352 

189.0 

9.5  : 

57 

30 

12 

A  1 

41 

NationsBank 

17,509 

2,452.0 

185,794 

33,764 

2,894.0 

60.6  i 

244 

■ 

414 

■ 

Navistar  International 

5,618 

57.9 

4,757 

709 

163.9 

15.1  : 

194 

■ 

374 

390 

NCR 

6,963 

-109.0 

5,280 

3,719 

276.0 

39.9  i 

■ 

341 

379 

■ 

New  England  Electric  System 

2,351 

208.9 

5,223 

2,214 

459.4 

4.8  i 

■ 

398 

395 

■ 

New  York  State  Electric  &  Ga.- 

2,059 

178.2 

5,060 

1,541 

367.6 

4.1  i 

■  Not  on  500  list.  P:  Prior-year  data. 
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General  Motors  Corporation  ©  1996 


GA/V  driveris  are  ^\_L  J 

Or  are  tKey? 


They're  as  different  as  the  fifty  states  they  live  in.  And  they  drive 
a  lot  of  different  kinds  of  cars  and  trucks  for  a  lot  of  different 
reasons.  But  when  J.  D.  Power  and  Associates  asked  new  vehicle 
drivers  about  the  quality,  sales  experience,  and  delivery  of  their 
vehicle,  the  GM  owners  were  remarkably  alike  in  their  point 
of  view.  Together,  they  formed  the  very  picture  of  satisfaction. 
And,  in  turn,  consecutive  top-ranked  performance  has  earned 
General  Motors  a  J.  D.  Power  and  Associates  Chairman's  Award. 


General  Motors, 

CHEVROLET  PONTIAC  OLDSMOBILE  BUICK  CADILLAC  CMC  SATURN 


General  Motors 
is  rated  highest 
in  satisfaction 
right  from 
the  start* 

-  J.  D.  Power  and  Associates 
1996  Chairman's  Award 

http://www.gm.com 


*  Based  on  perfonnance 
among  corporatiom  sell- 
ing more  than  500,000 
vehicles  annually,  incliul- 
ing  General  Motors 
Corporation,  American 
Honda  Motor  Company 
Inc.,  Chrysler  Corporation, 
Ford  Motor  Company, 
Nissan  Motor  Corporation 
USA,  and  Toyota  Motor 
Sales  USA  Inc.,  in 
J.D.  Power  and  Associates 
1992-1996  New  Vehicle 
Sales  Satisfaction 
Stiidies^^'  tneasuring 
owner  satisfaction  with 
the  sales  experience, 
delivery  and  initial 
condition  after  the  first 
90  days  of  ownership. 


 Where  fhcy  r 

Sales  Net 

lirofit: 

Asrsets 

Market 
value 

i>onipany 

Sales 
($mil) 

Npt 

profits 
($mil) 

■ 

($mil) 

Markpt 

value 
($mii) 

flow 
($mil) 

Employees 
(thou) 

i  470 

■ 

332 



New  York  Times 

04  D 

1  c^  n 

0,341) 

A  000 

4,oyo 

000  A 

IOC 

12.6 

i  449 

289 

■ 

259 

Newell  Co 

2,873 

256,5 

3,005 

5,839 

372.8 

22.2  : 

■ 

■ 

■ 

339 

Newmont  Mining 

769 

85.1 

2,081 

4,279 

209.9 

4,3 

■ 

324 

474 

Nextel  Communications 

333 

-556.0 

6,472 

2,964 

-155.2 

3. IP 

i  186 

■ 

454 

444 

NGC 

7,260 

113.3 

4,194 

3,183 

185,0 

1,5 

i  325 

401 

24/ 

■ 

Niagara  Mohawk  Power 

0  001 

j,yyi 

177  0 
1//.0 

1  007 

I, ill 

cyi c  7 

b4b,/ 

0  7 
0,/ 

■ 

493 

■ 

■ 

Nicor 

1,851 

136.2 

2,439 

1,641 

261,5 

3.4  ■ 

i  155 

98 

403 

78 

NIKE 

8,734 

796.5 

4,945 

18,924 

945,5 

17.2 

■ 

403 

449 

■ 

Nipsco  Industries 

1,822 

176.7 

4,274 

2,303 

391,8 

4,3 

285 

■ 

468 

■ 

NorAm  Energy 

4,788 

95.1 

4,017 

2,070 

237,5 

6,6 

!  296 

470 

■ 

Nordstrom 

4,430 

1  ^  7  C 
14/. 3 

0  7no 

0  Qon 

000  c 

oUo,b 

on  c 

oy,b 

;  287 

102 

212 

127 

Nnrfnlk  ^niithprn 

4,770 

770.4 

11,416 

11,482 

1,199,5 

25.8 

■ 

■ 

349 

■ 

North  Fork  Bancorporation 

436 

62.4 

5,751 

1,342 

75.7 

1.3 

i  347 

■ 

223 

■ 

Northeast  Utilities 

3,792 

1.8 

10,748 

1,172 

418.8 

8.7 

466 

272 

315 

434 

Northern  States  Power 

2,654 

274.5 

6,637 

3,263 

655.9 

6.7 

■ 

284 

1 1  yi 
114 

0 1  n 

Northern  Trust 

1  QOQ 

i.y^iy 

01   C  AO 

Zl.bUo 

A  C  0  1 

4,bol 

0  >n  n 

C  7 

b./ 

i  172 

313 

246 

338 

Northrop  Grumman 

8,071 

234.0 

9,422 

4,317 

601.0 

45.1 

;  134 

148 

268 

366 

Northwest  Airlines 

9,881 

536.1 

8,512 

3,990 

913.8 

46.3 

;  151 

71 

31 

80 

Norwest 

8,883 

1,153.9 

80,175 

18,573 

1,753.3 

47.5 

■ 

■ 

■ 

464 

Novell 

1,312 

113.2 

2,083 

3,034 

216.9 

6.8 

i  358 

301 

■ 

J44 

Nucor 

0,04/ 

0  con 

A  000 

A'if\  A 

4oU.4 

C  A 

0.4 

86 

57 

85 

67 

Nynex 

13,454 

1,346.0 

27,659 

21,345 

3,845.3 

66.9 

;  118 

116 

138 

188 

Occidental  Petroleum 

10,557 

698  0 

17,634 

8,199 

1,626.0 

15.8 

i  224 

■ 

■ 

412 

Office  Depot 

6,069 

129.0 

2,740 

3,423 

211.6 

32.0 

410 

■ 

■ 

■ 

OfficeMax 

3,179 

68.8 

1,867 

1,779 

120.4 

16.8 

■ 

■ 

4yy 

Ogden 

o4.b 

0  cno 

o.byo 

i,uyb 

1  7n  0 

1/9.0 

oc  c 

ob.b 

■ 

■ 

475 

Ohio  Casualty 

1,460 

102.5 

3,890 

1,451 

114.8 

3.5 

i  490 

235 

255 

429 

Ohio  Edison 

2,470 

315.2 

8,965 

3,299 

723.7 

4.5 

■ 

437 

197 

■ 

Old  Kent  Financial 

1,159 

158.7 

12,647 

2,236 

218.1 

5.3 

■ 

■ 

369 

■ 

Old  National  Bancorp 

439 

60.2 

5,367 

997 

69.9 

2.3 

■ 

311 

ill 

Old  Republic  International 

l,oU4 

OOy!  0 

c  c cc 

b,Dbo 

0  ooc 

0  0  A  0 

c  c 
b.b 

\  469 

259 

■ 

Olin 

2,638 

287.6 

2,339 

2,225 

417.4 

9,9 

385 

■ 

■ 

a 

Olsten 

3,378 

54.6 

1,439 

1,421 

98.5 

9.9 

i  468 

404 

465 

351 

Omnicom  Group 

2,642 

176.3 

4,056 

4,135 

262.1 

21.1 

■ 

■ 

364 

■ 

OnBancorp 

411 

43.0 

5,418 

638 

53.5 

1,4 

■ 

■ 

4DU 

One  Valley  Bancorp 

0  C  0 

ODO 

coo 

53.2 

A  OCT 

4,26/ 

o/O 

W.I 

1  0 

1,9 

i  264 

113 

486 

55 

Oracle 

5,200 

727.8 

3,740 

26,974 

969.2 

23.6 

■ 

430 

■ 

Oryx  Energy 

1,168 
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■  Not  on  500  list.  P:  Prior-year  data.  ■Formerly  Panhandle  Eastern. 
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Wkat  good  is  a  great  idea  if  it 
aoesn  t  ^et  off  tke  ^rouna? 


A  CoSourcing^"  relationship  with  EDS  can  bring  ideas  from  imagination  to  fruition. 


tlie  1480s,  Leonardo  da  Vinci  kad  a  visionary  idea: 
tke  kekcopter.  However,  it  took  about  500  years  and 
anotker  genius,  Igor  Sikorsky,  to  turn  it  into  a  reakty. 

For  EDS  customers,  tkis  process  is  skortened 
jonsideratly.  One  way  is  witk  a  service  offering  we 
:a]}  CoSourcing. 

In  a  CoSourcing  relationskip,  we — and  our  colleagues 
at  our  management  consulting  arm,  A.T.  Kearney — 
kelp  you  set  measurakle  business  goals  and  develop 
strategies  to  ackieve  tkem. 

Tken,  tkrougk  tke  innovative  use  of  information 
ind  tecknology,  we  work  witk  you  to  implement 
-kese  strategies.  We  follow  every  endeavor  tkrougk, 
rom  strategic  planning  to  its  final  realization. 


It's  worked  for  companies  Idse  Del  Monte,  wkick 
is  now  able  to  pick,  pack  and  skip  fresker  fruits 
and  vegetables.  And  in  Taiwan,  an  EDS  CoSourcing 
relationskip  kelped  tke  government  increase  tke 
percentage  of  its  citizens  covered  by  kealtk  insurance 
from  60  percent  to  100  percent  —  in  less  tkan  a  year. 

Webel  ieve  it  can  work  for  you.  In  fact,  we're  so 
sure,  we  'dldee  to  discuss  tying  part  or  our  compensation 
to  kow  successful  v/e  are  at  kelping  you  improve 
your  business. 

Tol  earn  more,  contact  us  at  1-800-566-9337  or 
at  info@eds.com.  Or  visit  us  at  kttp:// www. eds.com. 


^  A  more  productive  way  of  working 


Once  again,  Norfolk  southern  has  raised 
industry  standards.  this  time  by  31  inches. 


Call  Anne  Doyle,  Intermodal  Marketing,  at  (757)  533-4952.  National  Customer  Service  Center:  1-800-NFLK-SOU  (635-5768). 
Annual  report  requests:  1-800-531-6757.  Web  site:  www.nscorp.com 


] 


of  clearances  can  be  a  mountainous 


For  double-stack  shippers,  a  lack 


obstacle.  Unless  they  ship  on 


Norfolk  Southern.  We've  risen  to  new  heights— nearly 
three  feet  at  some  locations.  With  clearances  along  97% 
of  our  intermodal  core  routes,  we've  created  a  double- 
stack  system  that  helps  connect  major  markets  throughout 
North  America.  And  it's  just  part  of  the  rail 
industry's  most  modern  intermodal  terminal 
network.  Our  terminals  feature  paved  loading  areas, 
stack  capability  and  easy  access  to  help  shipments 
arrive  and  depart  quickly  and  safely.  The  whole 
system  makes  for  swift  service— and  it  demonstrates 
that  when  we  want  to  please  our  customers,  we 
won't  let  even  mountains  get  in  the  way. 


Jlfg^  NORFOLK 
mW^M  SOUTHERN 


The  Thoroughbred  of  Transportation. 


(y  1917  Norfolk  Southern  Corporation  Three  Commercial  Place,  Norfolk.  VA  23510-2191 
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■  Not  on  500  list.     Prior-year  data.  '"Formerly  Pacific  Gas  &  Electric. 
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THE  PALACE  HOTEL 

Belling 

MiinoscJ  by  THE  PENINSULA  GROUP 


8  Goldfish  Lane,  Wangfujmg,  Beijing  100006,  P.R.C.  Tel:  (86-10)  6512  8899  Fax:  (86-10)  6512  9050 
The  Peninsula:  Hon;;  Kong  •  Manila  •  New  York  •  Beverly  Hills  •  Quail  Lodge  Resort  &  Golf  Club  Carmel  •  The  Palace  Hotel  Beijing  •  The  Kowloon  Hotel  Hong  Kong 


ISSr'  Toll  Free:  (800)  323  7500       1h<l=lc^infHo,<:lso(,h^orld    Toll  Free  :  (800)  223  6800     y.-T-S  k?:  Toll  Free:  (800)  44  UTELL 
E-mail:    tph@peninsula.com     Website:  http://www.peninsula.com 


U  T  6  L  L 

CONTACT  YOUR  TRAVEL  PROFESSIONAL 
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170.9 

2,388 

2,397 

313.8 

19.0  ; 

122 

74 

75 

102 

Southern  Co 

10,358 

1,127.0 

30,292 

14,218 

2,465.0 

30.6  ; 

■  Not  on  500  list.  P:  Prior-year  data  ^' formerly  Maiwille. 
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"Zenger 
Miller 
KEEPS  us 

MOVING 
FORWARD 

IN  THE  WAY  WE 
MANAGE,  THINK, 
AND  DELIVER 
OUR  PRODUCTS 
AND  SERVICES." 

-  Charles  Vaughan-Johnson 
President  &  CEO, 
The  Bank  of  Bermuda 


engerMiller 


Reputation  for  Results'^ 

ATimes  Mirror 
hrf  Company 


Progress.  Beyond  an  executive  vision,  moving  forward  requires 
the  commitment  of  your  entire  organization.  At  Zenger  Miller,  we 
provide,  the  experience  you  need  to  mobilize  managers  and  team 
members  at  eveiij  level  in  support  of  your  company's  strategic  goals. 

At  the  Bank  of  Bermuda,  the  first  step  towards  progress  involved 
addressing  the  Bank's  internal  goals.  Through  creative,  interactive  sessions, 
Zenger  Miller  assisted  the  Bank  in  breaking  down  divisional  barriers, 
broadening  the  level  of  awareness  about  managerial  issues,  and  bringing 
employees  together  to  solve  key  business  problems.  The  entire  organization 
is  now  better  prepared  to  manage  change,  increase  the  quality  of  products 
and  services,  and  fulfill  customer  expectations.  The  Bank  of  Bermuda 
also  gained  a  distinct  advantage  in  a  highly  competitive  recruitment 
market  by  offering  Zenger  Miller  training  courses  as  an  incentive  to 
potential  job  candidates. 

"We  value  their  willingness  to  fit  the  training  into  our  culture.  Zenger 
Miller  has  presented  meaningflil  solutions  which  have  helped  us  move  our 
Bank  forward." 

Learn  how  Zenger  Miller  can  help  you  achieve  equally  impressive 
results.  Please  call  us  at  1-800-566-0630  or  visit  us  on  the  World  Wide 
Web  at  www.zengermillerlibrary.com. 


 Where  they  rank:  1996— 

Sales        Net  Assets 
profits 

Market 
value 

Sales 
($mil) 

Net 
profits 
($mil) 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 
flow 
($inil) 

Fmnlovees 
(thou) 

jiij^iiti'iiiiiiri  II 

■ 

265 

117 

334 

Southern  National 

1,904 

283.7  ^ 

21,247 

4,386 

336.3 

7.8 

■ 

370 

■ 

■ 

Southern  New  England  Telecomm 

1,942 

192,8 

2,691 

2,404 

548.9 

9.3 

i  229 

■ 

■ 

■ 

Southland 

5,993 

89.5 

2,039 

1,204 

274.8 

25.4 

■ 

291 

90 

388 

SouthTrust 

2,059 

254.7 

26,223 

3,728 

305.2 

8.5 

•       OQ 1 

i'iO 

A  QQ 

414 

Southwest  Airlines 

3,406 

207.3 

3,723 

3,416 

411.3 

21.4 

m 

■ 

245 

■ 

Sovereign  Bancorp 

643 

51.6 

9,433 

720 

63.4 

1.4 

'■  431 

■ 

■ 

■ 

Spiegel 

3,015 

-13.4 

1,946 

842 

77.2 

13.4 

78 

68 

142 

82 

Sprint 

14,045 

1,190.9 

16,953 

18,494 

2,781.9 

48.1 

■ 

■ 

154 

■ 

Standard  Federal  Bancorp 

1,124 

97.2 

15,651 

1,850 

128.9 

3.4 

/ICQ 

u 

409 

Stanley  Works 

2,671 

96.9 

1,660 

3,482 

171.6 

18.9 

328 

■ 

■ 

400 

Staples 

3,968 

106.4 

1,788 

3,546 

162.4 

17.9 

■ 

438 

235 

377 

Star  Banc 

906 

158.4 

10,094 

3,839 

196.7 

3.9 

456 

254 

73 

228 

State  Street  Boston 

2,745 

292.8 

31,524 

6,431 

437.8 

13.4 

268 

■ 

329 

■ 

Stone  Container 

5,142 

-122.5 

6,326 

1,278 

192.3 

25.1 

■ 

416 

■ 

■ 

Storage  Technology 

2,040 

170.8 

1,884 

2,519 

345.6 

9.2 

■ 

■ 

400 

■ 

Sumitomo  Bank  of  California 

401 

45.1 

4,974 

476 

50.6 

1.5 

■ 

320 

111 

329 

Summit  Bancorp 

1,798 

229.2 

22,668 

4,451 

257.8 

7.4 

139 

■ 

398 

■ 

Sun  Co 

9,621 

-115.0 

5,025 

1,989 

152.0 

12.1 

178 

143 

476 

137 

Sun  Microsystems 

7,799 

567.4 

3,867 

11,089 

878.1 

17.4 

■ 

257 

92 

282 

SunAmerica 

1,562 

290.0 

25,988 

5,381 

290.0 

1.5 

■  Not  on  500  list. 


C 1997  American  Century  Services  Corp., 
American  Century  Investment  Services,  Inc 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentury.com 


 Where  they  rank:  1996 — 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Net 

Markpt 

profits 

will"; 

V3lU6 

flow 

profits 

value 

($mil) 

($mil) 

($mil) 

■ 

■ 

500 

Sunbeam 

  - 

984 

-228.3 

1,073 

2,741 

-181.1 

6.0 

;  318 

129 

44 

131 

SunTrust  Banks 

4,064 

616.6 

52,468 

11,299 

747.2 

20.1 

j  63 

415 

429 

■ 

wUpCI  VCIIU 

16  510 

170.8 

4  566 

2,048 

398.7 

36.6 

■ 

485 

263 

333 

Synovus  Financial 

1,089 

139.6 

8,612 

4,393 

179.7 

6.7  ; 

i  76 

258 

■ 

246 

Sysco 

14,091 

289.9 

3,452 

6,117 

444.4 

30.6  ■ 

'■  QIC 

■ 

■ 

469 

Tandy 

6,285 

-91.6 

2,583 

2,990 

17.1 

42.6 

■ 

■ 

300 

■ 

TCP  Financial 

735 

85.7 

7,091 

1,542 

108.3 

4.2 

\  292 

■ 

■ 

■ 

Tpnh  n^it?) 

4,599 

57.0 

1,545 

1,109 

77.0 

3.0 

■ 

360 

■ 

486 

TECO  Energy 

1,473 

200.7 

3,561 

2,880 

385.9 

4.4 

■ 

■ 

■ 

275 

Tele-Communications-Liberty  Media 

1,471 

14.3 

2,394 

5,447 

78.6 

6.0P 

■ 

179 

Tele-Communications-TCI 

6,593 

-516.0 

28,160 

8,882 

956.0 

39. OP 

■ 

■ 

452 

■ 

Telephone  &  Data  Systems 

1,215 

128.1 

4,201 

2,423 

359.7 

7.0 

■ 

■ 

■ 

218 

ICIIdUo 

00  J 

1 18  n 

1 1  o.u 

fi  8fi7 

u  ,ou  / 

1 5(1  fi 

3.1 

i  376 

■ 

191 

458 

Temple-Inland 

3,460 

132.8 

12,947 

3,077 

409.8 

15.6 

.  192 

276 

211 

180 

Tenet  Healthcare 

7,009 

269.9 

11,497 

8,849 

656.6 

67.0 

000 

000 

Zoo 

221 

Tenneco 

6,572 

218.0 

7,587 

6,734 

527.0 

45.0 

*+ J/ 

■ 

Terra  Industries 

2,265 

134.0 

1,969 

1,050 

217.2 

3.5 

11 

35 

88 

DD 

lexaco 

onion 

OK  QKT 
£0,300 

OC  9QK 

7  A17  n 

J,4/o.U 

£0.0 

130 

■ 

248 

86 

Texas  Instruments 

9,940 

63.0 

9,360 

16,386 

967.0 

48.0 

209 

105 

115 

189 

Texas  Utilities 

6,551 

753.6 

21,376 

8,142 

1,541.9 

11.6 

■  Not  on  500  list.  P:  Prior-year  data. 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 
and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


AMERICAN 
CENTURY. 


■  I  r .  u  I  ill        I !  I     a  ■  J 1 1  ■  J  Tmri^'XT 


 Where  thfi',- 

Company 

Sales 

Net 

Assets 

Market 

Cash 

Employees 

Sales 

Ket 

Assets 

Market 

($mit) 

profits 

($mil) 

value 

flow 

(thou) 

prci;' 

value 

($mil) 

($mil) 

($mil) 

\  145 

292 

Tpytrnn 

1 CAU  UII 

9,274 

253.0 

18,235 

8,665 

640.0 

55.5 

1  444 

376 

000 

981 

Thprmn  Ploptrnn 

IIICIIIIU  LIUvllUll  < 

2,933 

190.8 

5,141 

5,399 

306.0 

Ifi  2 

i  437 

236 

■ 

250 

3Com 

2,977 

314.3 

2,134 

6,038 

436.2 

5.2 

■ 

■ 

323 

■ 

TIG  Holdings 

1825 

79.0 

6,476 

1,901 

79.0 

1.7 

128 

■ 

67 

60 

Time  Warner 

10,064 

-156.0 

35,064 

23,900 

832.0 

37.3 

i  382 

346 

1  iiiicd  mil  1  ui 

3,401 

206.4 

3,530 

5,106 

421.0 

19.2 

j  499 

488 

Timkpfi 

1 IIIIIVCII 

2,395 

138.9 

2,071 

1,703 

265.4 

18  1 

;  202 

207 

■ 

393 

TJX  Cos 

6,689 

368.7 

2,561 

3,660 

495.5 

56.0 

■ 

238 

238 

353 

Torchmark 

2,206 

311.4 

9,801 

4,120 

335.4 

2.6 

i  132 

473 

■ 

397 

Tosco 

9,923 

146.3 

3,555 

3,603 

330.8 

15.9 

;  131 

186 

111 

Tftuc  'P'  lie 

9,932 

427.4 

8  922 

8  058 

6^^  8 

UOO  .0 

fin  np 

uu.ur 

;  367 

■ 

■ 

Tr;in^  Wnriri  Airlinp<i 

iiaiid  TfUiiU  niiiiiicd 

3,554 

-275.0 

2,682 

341 

-113.2 

24.1 

;  220 

177 

48 

251 

Transamerica 

6,228 

456.3 

49,875 

6,005 

782.3 

10.4 

■ 

449 

442 

■ 

Transatlantic  Holdings 

1,342 

154.9 

4,379 

1,982 

154.9 

0.3 

■ 

■ 

■ 

460 

Transocean  Offshore 

529 

78.0 

2,443 

3,073 

124.6 

3.0 

37 

31 

14 

39 

Tr^vplpr^  Rrniin 

iiavcicio  uiuup 

21,345 

2,331.0 

151,067 

34,147 

2,673.0 

51.9 

i  498 

204 

*T  J  1 

^1 1 

Oil 

Trihiinp 

II  lUUIIC 

2,406 

V)  1 

?  701 

4  879 

J  1  J.U 

in  fi 

i  464 

■ 

■ 

■ 

Trinity  Industries 

2,659 

133.4 

1,559 

1,378 

227.6 

16.3 

■ 

■ 

383 

■ 

Trustmark 

425 

65.1 

5,194 

942 

83.1 

2.2 

i  135 

164 

342 

216 

TRW 

9,857 

480.0 

5,899 

6,946 

932.0 

65.9 

■ 

418 

TiinnprWyirp 

1,369 

170.4 

979 

2,354 

235.7 

7.0 

:  390 

■ 

Turner 

3,318 

-1.7 

895 

65 

11.0 

2.7 

1  237 

217 

382 

163 

Tyco  International 

5,722 

348.1 

5,198 

9,440 

520.1 

40.0 

1  212 

■ 

444 

324 

Tyson  Foods 

6,435 

88.3 

4,364 

4,608 

327.2 

61.2 

i  127 

64 

144 

85 

U  S  West  Communications  Group 

10,079 

1,215.0 

16,915 

16,619 

3,337.0 

49.4 

:  441 

■ 

103 

122 

II  ^  Wp^t  Mpril;i  Rrniin 

U  O  IfCdl  iflCUICl  UIUUU 

2,955 

-71.0 

23,878 

11,645 

351.0 

11.2 

i  65 

133 

196 

354 

UAL 

16,362 

600.0 

19  677 

4  118 

1  ^SQ  (1 

1 ,00  J.U 

85  n 

00. u 

■ 

477 

■ 

■ 

UGAR  International 

948 

145.0 

988 

2,022 

181.0 

5.0 

;  167 

■ 

438 

■ 

Ultramar  Diamond  Shamrock 

8,208 

-35.9 

4,420 

2,437 

144.0 

17.0 

■ 

■ 

321 

■ 

UMB  Financial 

507 

57.5 

6,512 

794 

81.4 

3.8 

i  197 

121 

107 

322 

llnirnm 

UlillfUIII 

6  937 

666.1 

23  388 

4  616 

1  656.9 

16.9 

1  323 

■ 

391 

419 

UIIIUII  U<]III|J 

4  nn 

O  J.  J 

5  nifi 

0,0  /  u 

^8?  8 

OOO  .0 

18  8 

i  222 

134 

319 

242 

Union  Carbide 

6,106 

593.0 

6,546 

6,162 

905.0 

11.6 

■ 

244 

307 

383 

Union  Electric 

2,260 

304.9 

6,871 

3,753 

574.4 

6.1 

153 

110 

84 

100 

Union  Pacific 

8,786 

733.0 

27,914 

14,892 

1,495.0 

54.8 

■ 

231 

493 

222 

llninn  P^rifir  Rp^nnrrp^  Rrniin 

UIIIUII  1  ablllU  nCoUUIOvO  uluup 

1,831 

320.8 

3,649 

6,628 

854.7 

1.6 

■ 

499 

157 

485 

llninn  Pl^ntpr<; 

UIIIUII  riciiiicio 

1  407 

133.7 

15  223 

2,885 

172.1 

5.9 

■ 

456 

■ 

■ 

Union  Texas  Petroleum  Holdings 

1,008 

152.2 

1,942 

1,683 

364.7 

1.1 

■ 

298 

78 

445 

UnionBanCal'^ 

2,346 

249.5 

29,234 

3,183 

314.6 

9.8 

191 

■ 

■ 

■ 

Unisource  Worldwide 

7,035 

53.9 

2,192 

1,339 

96.9 

11.8 

213 

■ 

304 

llnieuc 

UIIIO  JO 

u,  J  /  1 

61  8 

U  1 .0 

fi  Qfi7 

1  158 

1 , 1  JO 

^Ql  5 

0  J  1 .0 

35.2 

■ 

■ 

435 

■ 

llnitpfl  R/irnjin;!  R^nrch^rp^ 

UIIMCU  u<ll  Ulllla  DOIIbollal  Co 

JO  i 

45  ? 

4  J.  d. 

4  488 

1,096 

54.2 

1.9 

133 

213 

309 

152 

United  HealthCare 

9,889 

355.6 

6,851 

10,150 

488.8 

27.0 

433 

165 

70 

206 

US  Bancorp 

3,005 

478.9 

33,260 

7,229 

577.1 

14.1 

■ 

364 

■ 

288 

US  Robotics 

2,258 

197.4 

1,216  • 

5,144 

227.9 

6.3 

33 

93 

147 

83 

llnitpri  Tprhnnlnoipc 

UllllCU  ICUllllUIUglCo 

LO,L  I  0 

18  0^8 
1  o,uoo 

1  759.0 

172.2 

■ 

■ 

405 

llnitrin 

Ulllll  III 

d  871 

4,0/1 

1  Q88 

1 ,  JOO 

n9  5 

7.5 

339 

■ 

■ 

l|niuprco| 
UIIEVCI  Sal 

J.OJO 

8^  9 

9  1  S9 

1  n87 

n7  7 

1 J  /  .  / 

^n  n 

258 

■ 

253 

157 

Unocal 

5,328 

36.0 

9,123 

9,816 

1,089.0 

12.1  ; 

320 

307 

155 

277 

UNUM 

4,043 

238.0 

15,468 

5,424 

238.0 

6.8  ! 

170 

280 

291 

■ 

US  Airways  Group'^ 

8,142 

263.4 

7,531 

1,632 

579.4 

40.2  : 

■  Not  on  500  list.  P:  Prior-year  data  ''Formerly  Union  Bank.    Formerly  USAir  Group. 
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,  .::j::fl:'f^^-'  '-       FREE  REPORTS 
IISl      FROM  A  SELECT  GROUP  OF 

AMERICAS  fASTEST-GROWING  COMPANIES 


The  exceptional  companies  listed  alphabetically  below  want  you  to  know  more  about  them.  Simply  complete  the 
attached  coupon  for  free  copies  of  their  annual  reports.  Nearly  every  actively  traded  company  was  screened,  using  data 
provided  by  Standard  &  Poor's  Compustat  Services,  to  determine  the  top  growth  companies  in  America  invited  to  appear. 

Invited  companies  ranged  in  size  from  a  few  giants  of  corporate  America  to  emerging  growth  companies  with  sales 
of  at  least  $5  million.  All  companies  were  screened  for  exceptional  long-term  sales  growth,  recent  growth  trends,  size 
and  stock  price  —  none  under  $2.00  per  share. 

Only  15%  of  all  companies  on  Compustat's  database  passed  these  tests  and  were  invited  to  make  this 
free  offer  of  investor  information.  Thirty-four  of  these  exceptional  companies  appear  below. 


1 .  ABT  Building  Products  Corporation 

mfg.  hardboard-based  &  plastic  building  prod. 

2.  Adams  Resources  &  Energy,  Inc. 

oil  &  gas  production  and  marketing 

3.  AMCOL  international  Corporation 

specialty  chemicals,  minerals,  environmental 

4  AMRESCO,  INC. 

diversified  financial  services  company 

5.  Aquila  Gas  Pipeline  Corporation 

gatliers,  processes  and  markets  natural  gas 

6  Belden  Inc. 

wire  &  cable  manufacturing 

7.  BIyth  Industries,  Inc. 

mfr.  candles  and  fiome  fragrance  products 

8.  Cavalier  Homes,  Inc. 

a  leading  producer  of  manufactured  housing 

9.  Columbus  McKlnnon  Corporation  (CMCO) 

C/W  products  —  increase  output  and  safety 

10  The  Cooper  Companies 

contact  lens/GYN  instruments /psych,  hospitals 

1 1 .  FMB  -  First  Michigan  Bank  Corporation 

diversified  financial  services 

12.  Gartner  Group,  Inc. 

research  and  advisory  services 

13.  Giant  Cement  Holding,  Inc. 

cement  manufacturer 

14.  Green  Mountain  Coffee  Roasters 

leading  specialty  coffee  roaster 

15  Hugoton  Energy  Corporation 

oil  &  gas  exploration  &  production 

16  IDEX  Corporation 

mfr.  fluid  handling  &  industrial  products 

17.  Jack  Henry  &  Associates,  Inc. 

computer  software  for  banks 


18.  Mercury  Air  Group,  Inc. 

worldwide  aviation  services  company 

19.  The  Multicare  Companies,  Inc. 

long-term  care  provider 

20.  Pre-Paid  Legal  Services,  Inc. 

market  prepaid  legal  product 

21.  Regions  Financial  Corporation 

multi-bank  holding  company 

22.  Rexall  Sundown,  Inc. 

vitamins,  nutritional  supplements,  health  products 

23.  Richey  Electronics,  Inc. 

electronics  distribution 

24.  Rural  Cellular  Corporation 

wireless  telecommunications  service  provider 

25  Service  Corporation  International 

world's  largest  funeral  &  cemetery  co. 

26.  Simpson  Manufacturing  Co.,  Inc. 

manufacturing / building  materials 

27.  Southern  Energy  Homes,  Inc. 

manufactured  housing 

28.  STAAR  Surgical  Company 

medical  device  manufacturer 

29.  Standard  Management  Corporation 

buys  and  consolidates  insurance  companies 

30.  Storage  Trust  Realty 

REIT  specializing  in  self  storage 

31 .  Swift  Energy  Company 

oil  and  gas  exploration  and  production 

32.  Technitrol,  Inc. 

electronic  components  and  assemblies 

33.  VERITAS  Software  Corporation 

enterprise  storage  &  data  mgt.  software 

34  WPI  Group,  Inc. 

information  and  power  solutions 


Please  circle  below  the  number  assigned  to  each  company  listed  on  this  page  whose  report  you  would  like  to  receive. 
Your  request  will  be  forwarded  to  each  company  and  information  will  be  mailed  promptly.  Deadline  for  response  7/7/97. 

1  -  2  ■  3  -  4  -  5  -  6  ■  7  -  8  -  9  -  10  -  11  -  12  -  13  -  14  -  15  -  16  -  17  -  18  -  19  -  20  -  21  -  22  -  23  -  24  -  25  -  26  ■  27  -  28  -  29  -  30  -  31  -  32  ■  33  -  34 

I  am  a  (circle  one): 

Name  &  Title  


Company 
Street 


City,  State,  Zip  _^  

Return  Coupon  to:  NCS,  7995  E.  HAMPDEN  AVE.,  SUITE  205,  DENVER,  CO  80231 


A.  Private  Investor 

B.  Stocl^broker 

C.  Securities  Sales  Mgr. 
□.Security  Analyst 

E.  Portfolio  Manager 

F.  Investment  Club 

G.  Cert.  Finc'l.  Planner 

H.  Other 


O  1997  Nulional  Corpcirale  Services,  Inc.  National  Corporate  Services'^'  is  the  originator  and  sponsor  of  the  Fasic.si-Gi 
and  IS  not  af  filiated  with,  or  sponsored  by.  I-oihcs  or  Standard  &  Poor's  Compustat  Ser' 


Dwrn^  Cnnipanies  in  America  Prolyl 
ices.  Inc. 


FOR  ALL  THE  INVESTOR  INFORMATION  ON  THE  INTERNET,  GO  TO  http://www.natcorp.com/lr 


-unpany 

Sales 
{$mil) 

Net 

profits 
($mil) 
• 

Assets 
($mil) 

Market 
value 
($mil) 

Cash 
flow 
($mil) 

Employees 
(thou) 

 Where  they  rank:  1996— 

Sales        Net  Assets 
profits 

Markt! 
value 

■ 

■ 

■ 

0'+ 

u«jn  ff  (Idle  oci  viuco 

1,313 

32.9 

2,813 

5,304 

186.1 

7.5 

i  373 

283 

170 

USF&G 

3,498 

261.0 

14,407 

2,570 

289.7 

6.5 

i  473 

■ 

■ 

■ 

USG 

2,590 

15.0 

1,818 

1,619 

80.0 

12.5 

■ 

■ 

281 

■ 

USLife 

1,806 

76.0 

7,880 

1,654 

88.3 

2.1 

■ 

171 

■ 

244 

UST  Inc 

1,370 

464.0 

807 

6,136 

492.3 

4.3 

85 

120 

233 

195 

USX-Marathon 

13,564 

671.0 

10,151 

7,765 

1,418.0 

20.5 

i  210 

271 

318 

USX-IJS  steel 

6,547 

275.0 

6,580 

2,473 

567.0 

20.8 

i  304 

■ 

419 

■ 

UtiliCorp  United 

4,332 

105.8 

4,705 

1,435 

233.6 

4.7 

1  275 

■ 

■ 

■ 

Valero  Energy 

4,991 

72.7 

3,150 

1,447 

211.1 

1.7 

■ 

■ 

420 

■ 

Valley  National  Bancorp 

351 

67.5 

4,687 

1,001 

76.5 

1.4 

i  475 

■ 

■ 

Vpnrnr 

2,578 

48.0 

1,969 

2,480 

147.5 

63.2 

i  269 

247 

■ 

00  J 

VF 

5,137 

299.5 

3  450 

4,386 

460.1 

64.0 

1  103 

63 

80 

111 

Viacom 

12,084 

1,247.9 

28,800 

12,828 

2,065.5 

60.8 

i  254 

■ 

■ 

457 

Vons  Cos 

5,407 

104.7 

2,185 

3,085 

226.9 

30.2 

■ 

381 

■ 

■ 

Vulcan  Materials 

1,569 

188.6 

1,321 

2,225 

301.2 

6.9 

i  300 

■ 

■ 

■ 

W;ih;in 

f  I  auuti 

4,376 

76.7 

1,376 

942 

133  4 

17. 5P 

i  322 

126 

50 

156 

Wachovia 

4,015 

644.6 

46,905 

9,888 

740.9 

16.1 

4 

15 

60 

11 

Wal-Mart  Stores 

104,859 

3,056.0 

39,501 

65,895 

4,516.0 

675.0 

101 

201 

471 

144 

Walgreen 

12,140 

383.1 

3,949 

10,615 

530.4 

62.4 

187 

100 

299 

61 

Warner-Lambert 

7,231 

786.5 

7,197 

23,900 

1,017.3 

37.5 

■ 

■ 

344 

■ 

W;)^hin(rtnn  Fprfpr^it 

f I aoiiiiigiuii  ■  wUwiui 

421 

83.7 

5,869 

1,180 

89.5 

0.6 

i  380 

■ 

53 

232 

Wit^hinol'nn  Miitri;il 

3,409 

114.3 

44,552 

6,354 

200.0 

8.3 

■ 

329 

■ 

379 

Washington  Post 

1,853 

220.8 

1,870 

3,802 

315.8 

7.1 

■ 

■ 

473 

■ 

Webster  Financial 

291 

25.6 

3,918 

308 

37.4 

0.9 

309 

355 

■ 

465 

WellPoint  Health  Networks 

4,170 

202.0 

3,406 

3,025 

238.3 

5.2 

156 

78 

20 

53 

WpM^  ¥^tvi(\ 

¥¥vllO  1  ai  El/ 

8,723 

1,071.0 

108  888 

28,060 

1,713.0 

32.5 

■ 

446 

■ 

■ 

Wpnriv\  Intprti/itinn/il 

1,897 

155.9 

1,781 

2,416 

250.9 

48.0 

1  474 

■ 

■ 

439 

Western  Atlas 

2,583 

125.7 

2,783 

3,236 

356,3 

13.9 

i  368 

466 

■ 

■ 

Western  Digital 

3,551 

149.3 

1,178 

2,572 

203.4 

9.6 

■ 

■ 

234 

■ 

Western  National 

801 

99.4 

10,096 

1,664 

142.9 

0.3 

■ 

422 

313 

■ 

Wp^tprn  Rp^nurrp<i 

2,047 

169.0 

6,648 

1,951 

392.8 

5.0 

1  162 

■ 

124 

132 

Wp^tintrhniKP  Flprtrir 

8,449 

123.0 

19,989 

11,287 

528.0 

59.3 

I  428 

384 

426 

479 

Westvaco 

3,033 

185.3 

4,587 

2,905 

429.9 

13.9 

113 

172 

180 

161 

Weyerhaeuser 

11,114 

463.0 

13,596 

9,481 

1,080.0 

39.5 

Id/ 

yi  ^  c 
44b 

276 

384 

Whirlpool 

8,696 

156.0 

8,015 

3,749 

474.0 

46.8 

i  419 

486 

■ 

■ 

Whitman 

II  III  IIIICIII 

3  111 

139.4 

2  409 

2,412 

255.2 

17.2 

■ 

■ 

484 

■ 

Whitnpv  Hnirlinv 

IIIIIlllCj  llUIUIIIg 

279 

40.6 

3,775 

719 

53.7 

1.7 

i  378 

371 

416 

407 

Willamette  Industries 

3,425 

192.1 

4,721 

3,494 

495.0 

13.4 

371 

210 

200 

202 

Williams  Cos 

3.531 

362.3 

12,419 

7,362 

773.7 

10.6 

■ 

■ 

356 

■ 

Wilmington  Trust 

541 

97.3 

5,564 

1,559 

108.4 

2.4 

91 

315 

■ 

303 

Wlnn-nixlp  ^tnrp^ 

13,091 

232.0 

2,793 

4,954 

506.4 

90.3 

■ 

332 

410 

■ 

Wi^rnn<tin  Fnprcrv 

TflOUUilOIII  LIICI  gj 

1  774 

218.1 

4,811 

2,682 

475.1 

4.5 

;  147 

372 

136 

96 

WMX  Technologies 

9,187 

192.1 

18,367 

15,289 

1,112.8 

60.2 

i  171 

421 

-■ 

453 

Woolworth 

8,092 

169.0 

3,476 

3,100 

356.0 

68.2P 

■ 

11/ 

68 

WorldCom 

4,485 

-2,188.9 

19,862. 

21,293 

-1,885.6 

7.5 

u 

317 

■ 

215 

Wm  Wrifflpv  Ir 

TIIII  IlllglCj  Jl 

1  R^fi 

i  ,o  JU 

coyi.o 

1  234 

6  958 

277.6 

7.6 

58 

66 

89 

73 

Xerox 

17  378 

1,206.0 

26  818 

20,068 

1,921.0 

86.3 

■ 

■ 

■ 

420 

Xilinx 

566 

113  8 

811 

3,374 

140.5 

1.2 

'  425 

■ 

■ 

■ 

Yellow 

3,073 

-27.2 

1,228 

457 

102.9 

34.2  : 

403 

468 

■ 

■ 

York  Internationa! 

3,219 

147.9 

2,075 

1,974 

214.9 

19.6  1 

■ 

■ 

322 

■ 

Zions  Bancorporation 

590 

101.4 

6,485 

1,802 

117.8 

3.0  : 

■  Not  on  500  list.  P:  Prior-year  data. 
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iF^ressPlanstoAddSurcharge 
Federal  Express  na    ^^^^  ^^^^^^ 


'p'rSa'pK  Shipments  because  o< 


cenuncrease.m|n^ej-;i--;, 
-rue  increase  '")^'/"'Liuion.year- 

Slates  with  <:f        "■""^i  u„i,e<l 

r.".o?ranaSongKon^„^^ 
TT,eco«a»P^^^„,rt, 

l  «ere  $  03.7  mlUlon,  or  9 
earnings  were  ♦"^   ^  „nh  n< 


U.P.S.  to  Raise 
Fees  Up  to  4.3% 

ATLANTA,  Jan.  2  (AP)  - 
United  Parcel  S*rWce  said 
today  that  it  would  raise  fees 
about  3.9  percent  for  air  service 
and  as  much  as  4.3  percent  for 
ground  dehvenes  as  of  Feb  1 
The  shipper  said  higher  labor  and 
fuel  costs  were  behind  the  move 

Federal  Express.  U.P.S.'s  main 
competitor,  plans  to  add  a  2 
percent  surchaige  beginning  Feb 
3  to  cover  increased  fuel  costs 
Ajrbonie  Express  and  DHl. 
Worldw.de  Express  have  said 

^Z^'  --'<^"-« 

■  f"**  "^^raight,  second- 
day  and  three-day  domestic  air 
service  wouM  increase  about  3  9 
percent  for  both  business  and 
residential  customers.  Increases 
'or  ground  shipments  would 
TJ^V"*  P^'^t  business 
and  4.3  percent  for  residential 
customers. 


You  just  got  a  raise  you  didn't  want. 


$8         *7  «3 

What's  Your  Priority?"  <-j 


PRIORITY 
MAIL 

UNITED  STATES  POSTAL  SERVICE tm 


riority  Mail  average  delivery  of  2-3  days.  Price  comparisons  based  on  Priority  Mail  up  to  2  lbs.  vs.  2-lb.  published  rates  for  UPS  2nd  Day  Air  from  $6  50  and  FedEx  2Day™  fr"m  $7  60 

The  Reuters  and  Associated  Press  names,  brands  and  copynghted  contents  are  used  with  permission.  ©1997  U.S.  Postal  Service  FC74 


1  -800-THE-USPS  ext.  2003  http://www.usps.gov 


The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs-like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  sec- 
ond, transmitting  details  to  over  3,000  workstations.  And 
Unisys  is  behind  everything  from  managing  a  quotation 
database  to  maintaining  the  world's  first  "electronic  trading 
floor. "  It's  all  part  of  information  management— our  way  of 


helping  you  use  information  as  an  asset  to  gain  competitive 
advantage.  Call  for  details  and  learn  what  clients  like  The 
Masdaq  Stock  Market  learned.  When  it  takes  information  to 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 
http://www.unisys.com  or  1-800-874-8647.  ext.  222 


UNiSYS 

When  information  is  everything. 


Two  winning  themes  on  Wall  Street  these  days:  "big" 
and  "PC."  Put  them  together  and  you  get  Dell  Comput- 
er, which  has  quadrupled  over  the  past  year.  With  rev- 
enues of  $7.8  billion,  this  young  company  almost  defines 
the  market  excitement  of  the  era. 

If  you  own  stock  in  one  or  more  of  the  companies 
listed  in  our  assets,  sales,  profits  or  market  value  tables, 
chances  are  you're  happy  with  your  portfolio's  perfor- 
mance of  late.  These  lists  define  bigness,  and  in  the  past 
12  months  the  average  Forbes  500  company  has  climbed 
24%.  Just  since  the  start  of  1997  the  average  gain  has 
been  6.5%. 

Contrast  the  Investor's  Business  Daily  index,  a  cap- 
weighted  index  of  6,000  stocks.  That  index  is  up  just 
1.6%  so  far  this  year. 

Although  technolog}'  stocks  have  been  weak  in  1997, 
they  join  blue  chips  as  winners  over  the  past  year.  Thir- 
teen among  the  Forbes  500  more  than  doubled  in  die  12 
months  ended  March  14.  Four  of  the  top  ten  best  per- 
formers are  computer  stocks.  After  Dell  come  Western 
Digital,  which  tripled,  and  Advanced  Micro  Devices  and 
Intel,  which  more  than  doubled. 

It  would  seem  high  time  for  smaller  and  nontech  com- 
panies to  have  their  day.  The  blue-chip  fad  shows  little 


sign  of  fading  yet,  as  the  cover  story  in  the  Apr.  7  FORBES 
outlined.  People  lust  to  put  their  money  in  the  famous 
names.  Yet  value  will  out,  and  one  day  the  smaller  com- 
panies— ^which  is  where  most  of  the  growth  happens — will 
have  their  day.  What  goes  around  comes  around,  and 
there  was  a  time  when  the  conventional  wisdom  was  that 
small  stocks  beat  big  stocks. 

Even  in  the  best  of  bull  markets,  some  stocks  crumble. 
Of  the  785  companies  on  our  fists,  17  lost  more  than  a 
third  of  their  value.  The  worst  performer  was  Flagstar 
Cos. — a  restaurant  chain  that  owns  Denny's  and 
Hardee's — down  69%.  Digital  Equipment  Corp.  and 
three  retailers  (Penn  Traffic,  Payless  Cashways  and 
Caldor)  fell  at  least  50%  over  the  past  year. 

In  this  table  stock  price  histories  have  been  adjusted  for 
splits  and  stock  di\'idends,  but  original  price  histories  were 
maintained  after  spinoffs  or  special  cash  distributions.  Per- 
formance data  reflect  all  spinoffs  and  distributions.  Stocks 
that  had  recapitalizations  within  the  past  five  years  are 
marked  with  a  footnote. 

"Relative  to  market"  compares  a  stock's  price  change 
with  the  Investor's  Business  Daily  index.  A  score  of  100 
means  the  stock  matched  the  overall  market.  Earnings 
estimates  are  from  IBES,  Inc.  H 
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The  best  and  worst  performers 


Losers 

Flagstar  Cos 

Trans  World  Airlines 

-56% 
Penn  Traffic 

-54% 

Digital  Equipment 

-53%  IP 

Payless  Cashways 


Winnerf 

Dell  Computer 

Western  Digrtal 

Advanced  Micro 
Republic  Industries 


The  computer  industry  had  its 
share  o/  winners  over  the  last  12 
months.  Some  losing  industries: 
restaurants,  airlines 
and  supermarkets. 


Company   Stock  price    Stock  performance         1997  estimated     —Dividends—   Dividend  reinvestment  plan- 


5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

Abbott  Laboratories 

60 

23 

blVi 

41% 

121 

14% 

112 

$2.71 

21.4 

1.9%  12% 

Yes 

$10 

$5,000 

Quarterly 

Adaptec 

47 

4 

35% 

34 

115 

-10 

88 

2.06 

17.4 

NA 

NA 

ADC  Telecom 

40 

3 

27 

52 

130 

-13 

85 

0.91 

29.7 

NA 

NA 

Adobe  Systems 

74 

13 

33  K 

-3 

83 

-11 

88 

2.14 

15.5 

0.6 

4 

Advanced  Micro 

49 

7 

44/2 

151 

214 

73 

170 

1.15 

38.7 

NA 

NA 

Advanta 

58 

9 

40% 

-14 

74 

-6 

93 

4.54 

8.9 

1.1 

33 

Yes 

50 

3,000 

Monthly 

AES 

68 

11 

63^2 

161 

223 

37 

134 

2.03 

31.3 

NA 

NA 

Aetna 

93 

38 

9078 

21 

103 

14 

112 

5.46 

16.6 

0.9 

-9 

Yes 

50 

5,000 

Monthly 

Aflac 

44 

13 

40^8 

34 

114 

-4 

94 

2.69 

15.2 

1.0 

8 

Yes 

50 

120,000 

Annually 

HF  Ahmanson 

45 

13 

40^4 

75 

150 

24 

122 

3.00 

13.4 

2.2 

0 

Air  Prods  &  Chems 

78 

38 

73% 

28 

109 

6 

104 

3.78 

19.4 

1.5 

7 

Yes 

100 

200,000 

Annually 

Airborne  Freight 

40 

13 

27  3/4 

8 

92 

19 

117 

1.87 

14.8 

1.1 

0 

AirTouch  Commun 

36* 

20* 

25 '/8 

-14 

73 

2 

101 

0.52 

49.8 

NA 

NA 

100 

10,000 

No  limit 

AK  Steel  Holding 

44* 

19* 

36% 

-8 

78 

-8 

90 

4.48 

8.1 

2.2 

0 

Yes 

25 

4,000 

Monthly 

Albemarle 

24* 

12* 

19/4 

-13 

75 

6 

104 

1.20 

16.0 

1.5 

45 

Yes 

Albertson's 

44 

19 

36/4 

-4 

82 

2 

100 

2.13 

17.0 

1.8 

18 

Yes 

30 

30,000 

Quarterly 

Alex.  Brown 

64 

10 

54/2 

70 

145 

13 

111 

4.78 

11.4 

1.2 

19 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable.  NM-.  Not 
meaningful.  E:  Estimate.  Stock  prices  as  of  Mar  14, 1997. 

tiijfc.  Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services^  Telemet  Orion:  Forbes. 


Forbes  ■  April  21,  1997 


287 


Company 

 StocK  ii 



Stock  performance  

1997  estimated 

—Dividends- 

Dividend  reinvestment  plan  

5-year 

rscent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

\  Alleghany 

■  - 

210/4 

11% 

95 

1% 

100 

NA 

NA 

NA 

^  NA^ 

:  Allegheny  Power 

32 

20 

29 '/8 

5 

90 

-2 

97 

$2.32 

12.9 

5.8°/c 

1% 

Yes 

$50 

$10,000 

Quarterly 

:  Allegheny  Teledyne 

29 

15 

28% 

50 

128 

24 

122 

1.71 

16.7 

2.2 

6 

Yes 

25 

3,000 

Quarterly 

i  Allegiance 

28 

17 

OC  1/ 

lOYt 

NA 

NA 

-9 

89 

1.58 

15.9 

1.6 

NA 

;  AlliedSlgnal 

75 

25 

"70  1/ 

73  Ks 

30 

111 

9 

107 

4.17 

17.5 

1.4 

16 

Yes 

25 

120,000 

Annually 

i  Allmehca  Financial 

40* 

24* 

36% 

43 

123 

9 

107 

3.22 

11.3 

0.5 

NA 

;  Allstate 

68* 

23* 

64/4 

56 

134 

12 

110 

4.83 

13.4 

1.5 

32 

Yes 

25 

3,000 

Monthly 

i  Alltel 

37 

19 

34/2 

13 

97 

10 

108 

2.12 

16.3 

3.2 

9 

Yes 

500 

25,000 

Quarterly 

i  Altera 

49 

2 

44  78 

41 

120 

23 

121 

1.49 

30.1 

NA 

NA 

:  Alumax 

40* 

18* 

4U 

15 

98 

19 

117 

2.92 

13.7 

NA 

NA 

:  Alcoa 

76 

30 

uy» 

22 

105 

17 

115 

5.37 

13.9 

1.3 

12 

Yes 

25 

5,000 

Monthly 

Ambac 

74 

30 

68% 

46 

125 

3 

101 

5.96 

11.5 

1.0 

11 

i  Amerada  Hess 

62 

37 

53/8 

1 

87 

-7 

92 

1.94 

27.8 

1.1 

0 

America  Online 

71 

1 

A  Q  3/. 

-19 

69 

32 

129 

-0.40 

NM 

NA 

NA 

American  Brands 

54 

29 

J  J  72 

22 

105 

8 

106 

3.45 

15.5 

3.7 

2 

Yes 

50 

15,000 

Monthly 

American  Electric 

45 

27 

40/4 

-1 

85 

-2 

96 

3.23 

12.5 

6.0 

0 

Yes 

None 

100,000 

Annually 

American  Expresst 

70 

20 

64/2 

33 

114 

14 

112 

4.07 

15.8 

1.4 

-3 

Yes 

50 

5,000 

Monthly 

American  FinI  Group 

40 

18 

37/4 

25 

107 

-1 

97 

3.59 

10.4 

2.7 

1 

Yes 

American  General 

45 

20 

A  0  3/, 

19 

102 

4 

102 

3.52 

12.0 

3.3 

6 

Yes 

25 

6,000 

Quarterly 

American  Greetings 

34 

19 

0 1  3/. 
01/8 

10 

94 

11 

109 

2.44 

12.9 

2.2 

13 

Yes 

100 

10,000 

Quarterly 

American  Home  Prod 

69 

28 

63/8 

28 

109 

8 

106 

3,37 

18.7 

2.6 

4 

Yes 

50 

10,000 

Monthly 

American  Intl  Group 

130 

37 

124/8 

36 

116 

15 

113 

6.75 

18.5 

0.3 

12 

American  Natl  Ins 

85 

36 

83/8 

22 

105 

13 

111 

6.85 

12.1 

3.1 

7 

American  Standard 

48* 

20* 

A  C  3/. 
40/4 

63 

139 

22 

120 

3.20 

14.6 

NA 

NA 

American  Stores 

46 

15 

4b 

53 

130 

10 

108 

2.74 

16.4 

1.4 

13 

American  Water  Works 

25 

10 

23/8 

23 

105 

12 

110 

1.38 

16.8 

3.3 

12 

AmeriSource  Health 

53* 

20* 

52 

65 

141 

8 

106 

2.24 

23.2 

NA 

NA 

Amerltech 

67 

28 

62/8 

14 

98 

2 

101 

4.19 

14.8 

3.6 

5 

Yes 

50 

4,167 

Monthly 

Amgen 

67 

16 

cn  3/. 

-2 

84 

12 

110 

2.80 

21.7 

NA 

NA 

Amoco 

90 

42 

07  1/ 
0/  /2 

25 

107 

9 

107 

5.23 

16.7 

3.2 

6 

Yes 

10 

5,000 

Monthly 

AMP 

46 

26 

38/4 

-10 

77 

0 

98 

2.15 

17.8 

2.7 

7 

Yes 

50 

5,000 

Monthly 

AMR 

98 

48 

85% 

-6 

81 

-3 

96 

9.55 

9.0 

NA 

NA 

AmSouth  Bancorp 

55 

25 

52/4 

36 

116 

8 

106 

3.84 

13.6 

3.2 

11 

Yes 

10 

5,000 

Quarterly 

Anadarko  Petroleum 

73 

20 

5/ 

2 

87 

-12 

87 

1.74 

32.8 

0.5 

0 

Analog  Devices 

29 

3 

00  3/, 

23  78 

6 

91 

-8 

91 

1.14 

20.5 

NA 

NA 

Andrew 

43 

2 

37% 

56 

133 

6 

105 

1.26 

29.9 

NA 

NA 

Anheuser-Busch  Cos 

46 

21 

43% 

31 

112 

8 

107 

2.44 

17.8 

2.2 

11 

Yes 

25 

5,000 

Monthly 

Anixter  Intl 

22 

8 

13% 

-25 

64 

-16 

83 

0.89 

15.3 

NA 

NA 

Aon 

67 

27 

65/4 

26 

108 

6 

104 

3.66 

18.0 

2.4 

6 

Yes 

20 

1,000 

Monthly 

Apache 

40 

13 

33/8 

29 

111 

-6 

93 

1.66 

20.0 

0.8 

0 

Yes 

50 

5,000 

Quarterly 

APL  Limited 

34 

15 

23/4 

9 

93 

-2 

97 

2.76 

8.4 

1.7 

9 

Apple  Computer 

65 

15 

16 /2 

-36 

55 

-21 

78 

-1.59 

NM 

NA 

NA 

Applied  Materials 

60 

4 

52/8 

51 

129 

45 

143 

2.15 

24.2 

NA 

NA 

Archer  Daniels 

23 

12 

18 /4 

3 

88 

-17 

82 

1.38 

13.2 

1.1 

45 

Armsirong  vvorio  ino 

75 

25 

il 

12 

96 

2 

101 

5.66 

12.5 

2.3 

8 

Yes 

50 

3,000 

Monthly 

Arrow  Electronics 

60 

15 

58 

25 

107 

8 

107 

5.12 

11.3 

NA 

NA 

Asarco 

37 

16 

31/2 

-6 

80 

27 

125 

2.18 

14.4 

2.5 

7 

Yes 

25 

1,000 

Monthly 

Ascend  Common 

80- 

1* 

54 

7 

91 

-13 

86 

1.56 

34.7 

NA 

NA 

Hsniano 

49 

23 

ACl  \L 

4U/2 

7 

91 

-8 

91 

2.76 

14.7 

2.7 

3 

Yes 

10 

5,000 

Quarterly 

Associated  Banc-Corp 

41 

18 

39/2 

33 

113 

11 

110 

2.80 

14.1 

2.5 

16 

Yes 

100 

5,000 

Quarterly 

Astoria  Financial 

44* 

13* 

39% 

59 

136 

8 

106 

2.93 

13.6 

1.1 

NA 

Yes 

50 

5,000 

Quarterly 

*Range  is  for  less  than  period  indicated.        -  2;  anginally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM;  Not  meaningful.  E:  Estimate.  Stock  j.  Mar.  14, 1997. 

Sources:  William  O'Neil  &  Co.:  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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DOWN  HERE,  IT  HELPS  TO  HAVE  TECHNOLOGY 
-THAT  OPENS  YOUR  EYES.  ;    .  - 


;  mmh  Mm 


Ifjf 


Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  it's  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recently,  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seisniic  tech- 


nology  to  make  the  Gulf's  first  commercially;^ 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved^ 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company  ^^E^ 
PHILLIPS  PETROLEUM  COMPANY  C££l 


For  a  copy  of  our  annual  report,  call  918-661-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams 

,.;  orvisitusatwww.phillips66.com.  ,  . 


Bldg.,  Bartlesville,  OK  74004^^ 


Company 

Stock  pr 

Stock  performance  

1397  estimated 

—Dividends- 

 Dividend  reinvestment  plan  

5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

i  AT&Tt 

69 

33 

35'/8 

'  -10% 

77 

-9% 

89 

$2.69 

13.2 

'  3.7% 

0% 

i  Atlantic  Richfield 

1  yl  0 

QO 

126^4 

1  0 

lo 

96 

-4 

94 

9.51 

13.3 

4.3 

0 

Yes 

$10 

•ten  nnn 
g)bU,UUU 

Annually 

:  Atmel 

L 

25 

c 

-0 

81 

-25 

74 

2.00 

12.5 

NA 

NA 

:  Automatic  Data 

46 

19 

43/8 

-1 

1 

y2 

1 

00 

yy 

1.82 

23.7 

1.1 

17 

j  AutoZone 

00 
JO 

1  0 

1j 

24/8 

1  Q 

-ly 

69 

-10 

89 

1.28 

19.4 

NA 

NA 

i  Avery  Dennison 

43 

12 

43 

56 

134 

22 

120 

1.92 

22.4 

1.6 

11 

Yes 

25 

3,000 

Monthly 

i  Avnet 

DO 

oyi 
Z4 

61 

00 

Lo 

109 

5 

103 

4.42 

13.8 

1.0 

0 

Yes 

10 

None 

Annually 

:  Avon  Products 

b4 

00 

Li 

58 

J4 

114 

2 

100 

2.72 

21.3 

2.2 

12 

i  Baker  Hughes 

A  1 
'11 

1  c 
lb 

38% 

00 
JO 

11/1 
114 

1 1 

11 

1  no 

luy 

1.61 

23.8 

1.2 

0 

Yes 

10 

1  nnn 
1,UUU 

Quarterly 

j  Baltimore  G&E 

on 

26 '/8 

1 

1 

87 

0 

99 

2.32 

11.6 

6.0 

3 

Yes 

10 

1  nn  nnn 
lUU.UUU 

Annually 

i  Banc  One 

49 

22 

44% 

29 

111 

4 

102 

3.35 

13.4 

3.4 

13 

Yes 

10 

5,000 

Quarterly 

i  Bancorp  Hawaii 

4fa 

0  A 

44/8 

0  1 

Jl 

112 

7 

105 

3.54 

12.7 

2.7 

8 

Yes 

25 

c  nnn 
5,UUU 

Quarterly 

:  BancorpSouth 

oU 

1  0 

Iz: 

29/2 

on 
oU 

111 

6 

105 

2.26 

13.1 

2.6 

12 

Yes 

25 

c;  nnn 
o,UUU 

Quarterly 

:  Bank  of  Boston 

on 
oU 

1  c 
lb 

74/8 

00 

1 0  f; 
loo 

lb 

1  1  A 
1 14 

5.68 

13.1 

2.4 

78 

Yes/3.0% 

25 

c  nnn 
0,UUU 

Monthly 

:  Bank  of  New  York 

4i! 

n 

y 

39 

f^A 

04 

132 

16 

114 

2.73 

14.3 

2.5 

24 

Yes 

25 

None 

Annually 

;  Bank  United 

NA 

NA 

30/4 

NA 

NA 

13 

111 

2.30 

13.2 

1.9 

NA 

BankAmerica 

lz4 

00 
JO 

113/4 

04 

132 

14 

112 

8.33 

13.6 

2.2 

14 

Yes 

100 

1  n  nnn 
1U,UUU 

Monthly 

Bankers  Trust  NY 

QC 

yb 

OU 

90/8 

Of; 
JO 

116 

5 

103 

7.53 

12.0 

4.4 

11 

Yes 

25 

oc  nnn 
2:0, UUU 

Annually 

BanPonce 

07 

il 

1  0 

1/: 

35/8 

CO 

bL 

1  00 

loy 

b 

1  nc 
lUo 

3.00 

12.0 

2.0 

15 

Yes/5.0 

25 

1  n  nnn 
1U,UU0 

Monthly 

Barnes  &  Noble 

A  0* 

on* 

39/8 

10 

99 

45 

143 

1.78 

22.0 

NA 

NA 

Barnett  Banks 

50 

16 

48/4 

59 

136 

17 

115 

3.19 

15.1 

2.2 

13 

Yes 

25 

10,000 

Monthly 

Baxter  Internationalt 

DU 

on 

46/2 

1  0 
10 

96 

13 

112 

2.36 

19.7 

2.4 

7 

Yes/0.1 

25 

oc  nnn 
2:0, UUU 

Annually 

Bay  Networks 

DU 

4 

18/2 

tn 
-OU 

43 

-12 

87 

0.65 

28.5 

NA 

NA 

Bear  Stearns  Cos 

00 
JO 

11 

28/2 

00 

iL 

1  1  0 

Ho 

7 
/ 

1  nc 
lUb 

3.60 

7.9 

2.1 

0 

Becton  Dickinson 

lb 

47/8 

1  ^ 
10 

98 

10 

109 

2.42 

19.8 

1.1 

11 

Yes 

50 

o,uuu 

Monthly 

Bell  Atlantic 

75 

40 

64% 

5 

90 

-1 

98 

4.69 

13.7 

4.5 

5 

Yes 

100 

100,000 

Annually 

BellSouth 

A  Q 

00 

LL 

44% 

00 

LL 

105 

10 

108 

2.79 

15.9 

3.2 

1 

Yes 

50 

1  nn  nnn 
1UU,UUU 

Annually 

Beneficial 

/b 

00 

73% 

O/I 

J4 

114 

16 

114 

5.96 

12.3 

2.8 

12 

Yes 

10 

1  nnn 
1,UUU 

Monthly 

Bergen  Brunswig 

00 

JJ 

1  0 

1 J 

31/8 

on 
jU 

1 1 1 
111 

1 1 
11 

1  no 

luy 

1.86 

17.1 

1.5 

7 

WR  Berkley 

□  D 

01 

Jl 

51/8 

b 

91 

1 

99 

4.25 

12.0 

1.0 

10 

Berkshire  Hathaway 

37,950 

8,850 

36,900 

0 

86 

8 

106 

NA 

NA 

NA 

NA 

Best  Buy 

A  Q 
40 

c 
0 

10 

A  C 

-40 

47 

-6 

93 

0.30 

33.3 

NA 

NA 

Bethlehem  Steel 

^4 

0 
0 

8/2 

00 
-JO 

53 

-4 

94 

0.44 

19.3 

NA 

NA 

Yes 

None 

0  nnn 
J.UUU 

Monthly 

Beverly  Enterprises 

1  c 
lb 

7 
1 

15% 

oc 

00 

lie 

Ufa 

0  1 

21 

1  1  0 

119 

0.87 

17.7 

NA 

NA 

Bindley  Western  Inds 

0 1 

Li. 

lU 

18% 

1  n 
lU 

94 

-4 

95 

1.53 

12.2 

0.4 

7 

Yes 

10 

t  nnn 

o,uuu 

Quarterly 

Biogen 

53 

9 

44/8 

38 

118 

16 

114 

1.38 

32.5 

NA 

NA 

Black  &  Decker 

A  A 
44 

1  f; 
lo 

34% 

7 

80 

15 

113 

2.44 

14.2 

1.4 

4 

Yes 

10 

0  nnn 
J,UUU 

Monthly 

H&R  Block 

43 

O/I 

30% 

-15 

73 

5 

103 

1.74 

17.5 

2.6 

6 

Yes 

25 

0  nnn 
2,UUU 

Monthly 

BMC  Software 

51 

y 

45% 

55 

10  0 

13o 

1  n 
10 

1  no 

108 

1.96 

23.3 

NA 

NA 

Boeing 

1  1  c 

115 

00 
JO 

103 

07 
LI 

109 

-3 

95 

5.34 

19.3 

1.1 

2 

Boise  Cascade 

48 

16 

33 

-22 

67 

4 

102 

-0.42 

NM 

1.8 

0 

Yes 

10 

None 

Monthly 

BOK  Financial 

00 

n 

y 

28% 

A  1 

41 

121 

6 

105 

NA 

NA 

NA 

NA 

Boston  Edison 

00 

00 

LL 

26/2 

n 
0 

86 

-1 

97 

2.66 

10.0 

7.1 

2 

Yes 

50 

A  n  nnn 
4U,UUU 

Annually 

Boston  Scientific 

70* 

0* 

y 

64% 

39 

119 

8 

106 

2.12 

30.5 

NA 

NA 

Bowater 

^A 
04 

1  0 

lo 

41/8 

0 

i 

88 

9 

108 

0.81 

50.8 

1.9 

-5 

Yes 

Bristol-Myers  Squibb 

69 

25 

62/4 

47 

126 

14 

112 

3.17 

19.6 

2.4 

2 

Yes 

100 

10,000 

Monthly 

Brown-Forman 

48 

24 

45% 

20 

103 

0 

98 

2.69 

17.0 

2.4 

5 

Yes 

50 

3,000 

Quarterly 

Browning-Ferris  Inds 

41 

20 

30 

-5 

81 

14 

112 

1.58 

19.0 

2.3 

0 

Yes 

25 

60,000 

Annually 

Brunswick 

30 

12 

29 

26 

108 

21 

119 

2.14 

13.6 

1.7 

4 

Yes 

10 

2,000 

Monthly 

Burlington  Santa  Fe 

90 

33 

81/8 

-2 

84 

-5 

93 

6.77 

12.1 

1.5 

0 

Yes 

50 

60,000 

Annually 

Burlington  Resourcest 

55 

34 

43% 

19 

102 

-13 

85 

2.32 

18.9 

1.3 

-1 

*Range  is  for  less  than  period  Indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stock  prices  as  of  Mar.  14, 1997. 

Sources:  William  O'Neil  &  Co.:  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion:  Forbes. 
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JLou  don't  manage  assets  for  140  years 
unless  you  manage  them  well. 


L 


n  1853  a  small  group  of  enterprising  individuals  formed  a  company  with  a  single-minded 
mission:  to  preserve  and  grow  the  assets  of  affluent  individuals.  The  cornerstone  of  this  firm 
was  a  commitment  to  performance,  integrity  and  quality. 

By  steadfastly  maintaining  that  commitment,  U.S.  Trust  has  built  an  enviable  investment 
record  and,  today,  ranks  among  the  preeminent  investment  advisors  to  individuals  and 
families  in  America. 

We've  provided  generations  of  clients  with  a  level  of  qualit)^  service  that  has  set  the 
standard  in  our  field.  And,  we  offer  a  breadth  of  financial  services  not  offered  by  many  other 
firms.  They  include  private  banking,  fiduciary  services,  and  tax,  estate  and  financial  planning. 

To  learn  how  our  140-year  commitment  to  performance,  integrity  and  quality  can  enhance 
your  assets,  please  contact  Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or  visit 
our  web  site  at  www.ustrust.com. 


U.S 


A  TRADITION  OF  GROWING  ASSETS 


NEW  YORK     BOCA  RATON     COSTA  MESA     DALLAS     GARDEN  CITY     GREENWICH     HOUSTON     LOS  ANGELES 
NAPLES    PALM  BEACH    PORTLAND    PRINCETON    STAMFORD    WASHINGTON  DC    WEST  HARTFORD    GRAND  CAYMAN 


Company   %iaclif.:n:e  Stock  performance   1997  estimated     —Dividends—   Dividend  reinvestment  plan  

5-yesr      s^ecent    latest  12-manths  year  to  date  EPS      P/E       yield   5-year  available/  additional  purchase 

^                            hifh  low             price    relto    price  relto  growth  discount         amount  frequency 

P                                                change  market  change  market  *         rate  min  max 


:  Cabletron  Systems 

44 

28^8 

-18% 

70 

-14% 

85 

$2.19 

13.1 

NA 

NA 

:  Cabot 

32 

9 

25^8 

-20 

68 

0 

98 

1.56 

16.1 

1.6% 

7% 

Yes 

$10 

$10,000 

Quarterly 

:  Cadence  Design 

45 

4 

33  i4 

17 

100 

-15 

83 

1.69 

19.8 

NA 

NA 

;  Caldor 

35 

1 

0 

2 

a  0 
-53 

A  n 

40 

A  C 

45 

143 

n  cn 
U.bO 

A  A 
4.0 

MA 

NA 

NA 

n;ilihpr  ^vctpmf 

78 

16 

213/4 

-50 

43 

13 

111 

1.45 

15.0 

3.3 

NA 

Yes 

10 

3,000 

Mnnthlu 

\  Campbell  Soup 

47 

16 

46% 

48 

127 

16 

114 

1.82 

25.5 

1.7 

12 

Yes 

25 

25,000 

Annually 

:  Capital  One  Financial 

44* 

14* 

39^8 

58 

135 

9 

107 

2.77 

14.1 

0.8 

NA 

Yes 

50 

5,000 

Monthly 

:  Cardinal  Health 

65 

13 

61 H 

55 

133 

6 

104 

2.03 

30.4 

0.2 

18 

;  Carolina  Power  &  Lt 

39 

23 

36% 

4 

on 

89 

0 

no 

98 

0  7n 

2./9 

1  0  A 

13.0 

5.2 

4 

Yes 

20 

2,000 

Monthly 

Case 

59* 

18* 

531/2 

1 

86 

_2 

97 

4.99 

10.7 

0.4 

NA 

i  Caterpillar 

83 

23 

81/8 

13 

96 

8 

106 

7.20 

11.3 

2.0 

68 

Yes 

10 

60,000 

Annually 

;  CCD  Financial 

72 

29 

69 

36 

116 

1 

100 

5.22 

13.2 

2.4 

9 

Yes 

25 

3,000 

Monthly 

:  Centerior  Energy 

20 

7 

10% 

30 

111 

-3 

95 
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oving  you  faster  through  airports 
is  hardly  foreign  to  us. 


Hertz#l  Club  Gold! 
The  standard  for  speed 
and  peace  of  mind 
worldwide. 

(E)very  business  day  throughout  the 
U.S.,  thousands  of  business  people 
trust  the  speed  and  consistency  of 
Hertz  #1  Club  Gold. 

(T)t  is,  after  all,  Hertz'  fastest  way  to 
rent  a  car.  No  waiting  in  long  lines.  No 
unnecessary  paperwork.  Nothing  to 
slow  you  down. 

(A)nd  now  Hertz  #1  Club  Gold  has 
expanded  around  the  world.  In  fact, 
Hertz  #1  Club  Gold  is  available  world- 
wide, including  Europe,  Canada, 
Australia  and  New  Zealand. 
(s)o  you  can  expect  consistent  service 
as  only  the  world's  premier  car  rental 
company  can  provide-whether  you're 
travelling  to  Perth,  Paris  or  Portland. 
(a)s  a  member  of  Hertz  #1  Club  Gk)ld, 
you'll  be  part  of  a  vast  global  network 
dedicated  to  serving  you.  And  no  mat- 
ter where  you  travel,  Hertz  #1  Club 
Gold  is  supported  by  more  than 
19,000  Hertz  employees  worldwide 
dedicated  to  treating  you  with  cour- 
tesy, knowledge  and  respect. 
(s)o  while  business  may  take  you  to 
many  different  countries,  with  Hertz 
#1  Club  Gold,  you  can  always  expect 
only  one  type  of  service.  The  best. 


IcTtz  rents  Fords  and  other  tine  cars. 

Khc;  U.S.  PAT.  OFF.  ©  HERTZ  SYSTEM  INC.,  1996/042-96. 
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Catastrophe  Management  — 
The  Need  for  Partnership 


Introduction 

The  property  and  economic  losses  of  large  catastrophes 
can  be  managed,  but  the  insurance  industry  cannot  do 
it  alone.  Ejfective  catastrophe  planning  requires  coop- 
eration among  insurers,  the  public  sector  and  the 
business  community. 

Some  have  positioned  catastrophe  management  strict- 
ly as  a  personal  insurance  issue.  It  is  much  more  than 
that.  For  business  owners,  the  damage  from  natural 
disasters  often  goes  beyond  real  and  personal  property 
costs.  It  involves  huge  business  interruption  and  work- 
force dollars  as  well. 

Defining  the  Problem 

It  is  a  financial  reality  that  catastrophe  risks  today 
greatly  exceed  insurance  industry  capacity.  Potential 
losses  for  Atlantic  and  Gulf  coast  communities  alone 
could  exceed  $3.15  tiillion.  This  statistic  comes  from  a 
1996  joint  study  by  the  Insurance  Institute  for  Property 

Loss  Reduction  (IIPLR)  and 
the  Insurance  Research 
Council.  The  insurance 
industiy's  consolidated  sur- 
plus is  less  than  $200  billion, 
which  must  cover  all  losses  - 
not  just  catastrophe  losses. 

Why  is  there  a  shortfall? 
More  frequent  and  severe 
storms  have  combined 
with  burgeoning  popula- 
tion density  and  skyrocket- 
ing property  values  in 
urban  and  coastal  areas.  A 
single  mega-catastrophe  of  $90  billion  -  the  projected 
damage  tally  from  a  San  Francisco  Bay  area  earthquake 
(according  to  the  Insurance  Information  Institute)  - 
could  result  in  the  failure  of  one-third  of  all  insurers. 
Translated  into  economic  terms,  it  would  mean  that  as 
much  as  $57  billion  in  claims  could  go  unpaid  from 
such  a  debacle. 

Promoting  building  safety  and  community  pre- 
paredness for  disasters  is  one  part  of  the  solution.  The 
insurance  industry  is  a  stiong  proponent  of  improving 
and  enforcing  local  building  codes.  The  Insurance 
Institute  for  Property  Loss  Reduction  has  developed  a 
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building  code  compliance  rating  system  that  several 
states  have  already  adopted.  Insurers  are  offering  dis- 
counts on  property  insurance  for  new  construction  in 
communities  that  enforce  accepted  building  codes. 

Federal  legislation  that  would  provide  a  reinsur- 
ance funding  mechanism  for  disasters  of  more  than  $50 
billion  would  better  enable  insurers  and  reinsurers  to 
increase  their  overall  capacity.  Properly  constructed 
state  catastrophe  mechanisms  also  could  help  ensure 
the  availability  and  affordability  of  private  insurance. 
One  proposal  under  consideration  would  have  the  fed- 
eral government  act  as  insurer  of  last  resort  to  state  pro- 
grams, such  as  the  California  Earthquake  Authority. 

Clearly,  bringing  premiums  more  in  line  with 
expected  catastiophe  loss  exposures  is  important  to  the 
future  solvency  of  the  insurance  industry.  There  are 
many  who  feel  that  geographically  concentiated  carri- 
ers should  take  responsibility  for  their  marketing 
choices,  rather  than  force  all  carriers  to  subsidize  them 
through  involuntary  property  markets.  Together,  these 
actions  would  help  to  ensure  both  insurance  availabil- 
ity and  adequate  funding  of  catastiophe  risks.  They 
would  also  achieve  appropriate  distiibution  of  capa- 
city and  help  create  a  more  inviting  market  to  new  risk 
capital. 

Any  viable  catastiophe  management  plan  must 
include  mitigation  efforts  and  effective  risk  funding 
devices.  Insurers  are  looking  for  new  ways  to  spread 
the  risk  of  natural  disasters.  Securitization,  for  exam- 
ple, is  gaining  favor  as  a  long-term  funding  mechanism 
through  links  between  the  insurance  industry  and  the 
U.S.  capital  markets. 

Funding  —  Securitization  May  Be 
A  Solution 

By  definition,  catastiophe 
losses  are  paid  by  some  combi- 
nation of  insurers  and  reinsur- 
ers, insureds,  state  and  federal 
agencies  and  taxpayers,  with 
only  some  of  these  payments 
explicitly  arranged  beforehand. 
The  most  widely  used  mecha- 
nism -  reinsurance  -  provides 
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little  protection  against  industry-wide  losses  greater 
than  $5  billion  due  to  its  own  limited  capitalization. 

In  the  short  term,  there  is  room  for  innovation  in 
traditional  reinsurance,  such  as  improving  the  efficien- 
cy of  how  this  funding  mechanism  is  financed.  Over 
the  long  term,  however,  private  insurers  and  govern- 
ment insurance  funds  are  viewing  the  capital  markets 
as  an  untapped  resource.  The  capital  markets  could 
cover  claims  after  reinsurance  has  been  exhausted  or 
where  there  is  a  low  probability  of  loss.  Mechanisms 
include  CAT-linked  bonds,  swaps,  exchange-traded 
options,  futures  and  others. 

Advocates  say  that  bringing  catastrophe  exposures 
directly  to  the  capital  markets  could  help  reduce  rein- 
surance prices  and  increase  the  amount  of  risk  transfer. 
If  the  cause  of  risk  financing  problems  is  insufficient 
funding,  then  the  capital  markets  clearly  represent  an 
opportunity.  With  U.S.  financial  assets  exceeding  $12 
trillion,  sufficiency  of  capital  is  not  a  problem.  A  $50 
billion  to  $100  billion  catastrophe  loss  would  be  rough- 
ly equivalent  to  a  normal  day's  fluctuation  in  the  stock 
market. 

The  challenge  will  be  to  standardize  insurance 
risks,  which  are  not  homogenous.  Each  insurer's  loss 
experience  may  be  different  within  the  same  cata- 
strophic event.  Developing  new  and  better  indexes 
could  help  make  risk  transfer  more  efficient  and  help 
insurers  protect  their  portfolios.  Insurers  also  need  to 
raise  the  level  of  understanding  of  insurance  risk 
among  potential  investors  and  determine  appropriate 
pricing. 

Prevention  —  A  Critical  Component 

Apart  from  any  market  corrections  or  initiatives 
that  might  serve  to  change  who  pays  for  catastrophes, 
how  much  and  when,  we  must  implement  prevention 
(often  called  nutigation)  measures  that  reduce  disaster 
costs.  Business  owners  can  protect  their  companies  and 
their  local  economy  from  the  long-term  disruptive 
effect  of  natural  disasters  through  preventive  actions, 
such  as  elevating  machinery  or  utility  systems  on  plat- 
forms to  reduce  the  likelihood  of  water  damage  in 
flood-prone  areas.  Other  actions  include  securing 


desktop  equipment  or  in- 
stalling shutters  to  prevent 
wind  damage  to  internal 
facilities.  In  a  study  of  more 
than  500  business  owners 
who  closed  down  temporari- 
ly after  the  Northridge,  Calif., 
earthquake  in  1994,  two- 
thirds  said  the  need  to  clean 
up  non-structural  damage 
was  the  primary  reason. 

Congress  is  recogniz- 
ing the  benefits  of  preven- 
tive measures  before  di- 
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sasters  happen.  It  agreed  to  allocate  $2  million  of  the 
1997  FEMA  budget  to  a  pre-disaster  initigation  fund. 
The  goal  is  to  better  protect  infrastructure  and  build- 
ings in  high-risk  communities.  To  make  the  goal  viable, 
we  need  to  increase  this  investment  through  a  public- 
private  partnership.  FEMA  is  working  with  state,  city 
and  county  officials  to  determine  ways  to  establish  di- 
saster-resistant communities  across  the  United  States. 
The  business  conununity  is  an  indispensable  partner  in 
these  efforts. 

Not  Just  An  Insurance  Problem 

Every  year  millions  of  Americans  face  the  consequences 
of  natural  disasters.  Insurers,  government  agencies  and 
business  must  work  together  to  plan  for  these  contingencies, 
including  enforcing  adherence  to  building  codes,  preventing 
losses  where  possible  and  ensuring  sufficient  risk  funding. 

Clearly,  catastrophe  management  is  an  insurance  issue, 
a  business  issue  and  a  national  economy  issue. 


CNA  is  one  of  the  leading  insurance  companies  in  the  United  States. 
Active  in  a  broad  line  of  insurance  businesses,  CNA  has  100  years  of 
experience,  assets  of  $61  billion  and  stockholders'  equity  of  $7.1 
billion  as  of  December  31,  1996.  CNA  is  a  registered  service  mark  of 
the  CNA  Financial  Corporation. 
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A  1  7 
4.1/ 

7  C 

MA 

MA 

NA 

Cooper  Industries 

59 

32 

46  H 

oc 

25 

107 

11 

1  nn 

109 

3.03 

15.4 

2.8 

1 

Yes 

25 

24,000 

Annually 

CoreStates  Financial 

55 

21 

52/4 

26 

1  AT 

107 

1 
1 

nn 

99 

4.27 

12.2 

3.6 

14 

Corningt 

46 

24 

44/4 

50 

1  OO 

128 

1  0 

12 

1 1  n 
110 

1  oi; 

0/1  0 

l.b 

0 

3 

Yes 

1  n 
lU 

5,000 

Mnnthlv 

iviui  1 1 1 1  ly 

Corporate  Express 

31 

7 

1  1  3/ 
11/8 

-42 

50 

-42 

57 

n  c  c 
O.bb 

IOC 

l/.b 

MA 

NA 

MA 

NA 

Costco  Cos 

41 

12 

00  3/. 

29/8 

56 

133 

17 

115 

1  cn 
I.DO 

IOC 

19. b 

MA 

NA 

MA 

NA 

Countrywide  Credit 

31 

11 

28  Ks 

07 

3/ 

117 
11/ 

0 

-2 

m 

9/ 

2.74 

10.3 

1.1 

3 

Yes/4.0% 

100 

0  nnn 

3,000 

Monthly 

Cox  Communications 

24* 

14* 

20/8 

_5 

82 

-11 

88 

-0.43 

NM 

NA 

NA 

CPC  International 

87 

40 

0/13/ 
04/4 

23 

105 

9 

108 

A  00 

1  n  c 
19. b 

1  0 

1.9 

7 
/ 

Yes 

oc 
25 

25,000 

Annii/4  llv 

fti  1 1 1  uo  1  ly 

Crestar  Financial 

39 

11 

3b/8 

33 

114 

_2 

97 

0  0/1 

2.84 

ion 
12.9 

0  0 

2,9 

OC 

25 

Yes/5.0 

1  n 
10 

10,000 

Dtiartprlu 
Vj(ufj  1  LCI  ly 

Crown  Cork  &  Seal 

60 

29 

54 

11 

95 

-1 

98 

3.17 

ion 
l/.O 

1.9 

NA 

Vrt.^  /o  n 

Yes/2.0 

0  c 

25 

25,000 

Annn^llu 

r\i  1 1 1 UQ 1  ly 

CSX 

53 

2/ 

50/8 

1  0 

12 

96 

OA 

20 

1  1  o 

118 

4.30 

11.8 

2.1 

9 

Yes 

25 

1  cnn 

1,500 

hJInnl'U  III 

Monthly 

cue  International 

28 

5 

26 

25 

107 

7 

105 

0.89 

29.2 

NA 

NA 

Cullen/Frost  Bankers 

39 

9 

OC  7/ 
35  78 

49 

127 

8 

106 

0  cc 

2. bo 

1  0  c 

13.5 

0  0 

2.3 

00 

8o 

Cummins  Engine 

58 

28 

CO  3/ 
5378 

HO 

16 

114 

/I  n  /I 
4.U4 

1  0  0 

13.2 

1  0 

1.9 

00 

92 

Yes 

1  n 
10 

6  000 

Oii/irtprlv 

UUal  LCI  ly 

cvst 

55 

27 

^  C  1/ 

46/4 

fin 

136 

12 

110 

1.94 

0  0  o 

23.8 

1.0 

MA 

NA 

Cyprus  Amax  Mineral 

36 

19 

24/2 

-12 

75 

4 

103 

1.57 

15.6 

3.3 

-6 

Yes 

50 

3,000 

Monthly 

Dana 

36 

18 

32 

-4 

82 

-2 

97 

3.11 

10.3 

3.1 

6 

Yes 

25 

2,000 

Mnnthlv 

ITIUl  1 IM  ly 

Danaher 

50 

11 

yl  0  7/ 
4  J  78 

24 

106 

-6 

no 

93 

0/10 

2.42 

1  0  1 

lo.l 

n  0 
0.2 

07 

61 

Garden  Restaurants 

14* 

7* 

7  3/ 

/  y8 

-44 

48 

-16 

83 

n  c  0 

0.58 

10  7 

12./ 

1.1 

MA 

NA 

Dauphin  Deposit 

43 

19 

^  0  1/ 

42/8 

42 

121 

28 

126 

0/10 

2.43 

17  0 

1/.3 

0  0 

2.8 

oc 

2b 

Yes 

cn 

50 

1,000 

Mnnthlv 

If  lu  1 1 11  My 

Dayton  Hudson 

44 

on 

20 

43/8 

56 

1  00 

133 

11 

1  nn 
109 

2.75 

15.9 

1.5 

5 

Yes 

10 

1  nnn 
1,000 

Monthly 

Dean  Foods 

34 

22 

33/8 

28 

109 

3 

101 

2.30 

14.4 

2.3 

6 

Yes 

25 

3,000 

Oii^^rfprlv 

uuoi  LCI  ly 

Dean  Witter  Discover 

44* 

15* 

0  0  3/ 

38/4 

45 

124 

17 

115 

0  oc 

3.26 

1  1  n 

11.9 

1  A 

1.4 

55 

Deere  &  Co 

47 

12 

/I  c  u. 

8 

93 

12 

111 

0  C  1 

3.51 

1  0  n 
13. U 

1  0 
1.0 

A 

4 

Yes 

CO 

10,000 

Mnnthlv 

IVIUI  1 1 1 1  ly 

Dell  Computer 

76 

4 

7n  1/ 

320 

nn 

0  nc 

3.95 

17  0 

1/.8 

MA 

NA 

KIA 

NA 

Delta  Air  Lines 

88 

40 

85/8 

9 

93 

21 

119 

10.14 

8.5 

0.2 

-28 

'Yes 

25 

10,000 

Annually 

Deposit  Guaranty 

33 

9 

32/8 

40 

119 

4 

102 

2.36 

13.6 

2.5 

19 

Yes 

50 

5,000 

Quarterly 

Diebold 

45 

9 

42/4 

63 

140 

2 

100 

1.71 

25.0 

1.2 

8 

Yes 

10 

5,000 

Quarterly 

Digital  Equipment 

77 

18 

29/4 

-54 

40 

-18 

81 

0,76 

39.1 

NA 

NA 

Dillard  Dept  Stores 

53 

24 

31/4 

-13 

74 

3 

101 

2.46 

12.9 

0.5 

15 

Dime  Bancorp 

18 

3 

17/4 

57 

134 

17 

115 

1.32 

13.1 

NA 

NA 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful,  E:  Estimate       ''.  "'-^5  as  of  Mar.  14,  1997. 

Sources-  William  O'Nell  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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9  217 

^iJc^^J -L  L  industry-specific  best  practices 
in  our  Global  Benchmarking  For  ExceUence' ' 
database. 


So  how'd  your  audit  go? 


11  R22 

X  X  audit  engagements 

re-engineered  to  add  value  using  Global 
Total  Engagement  Quality. 


Real  audit  value  means  enhanced 


operational  worth,  mitigated 


risk  -  aiid  surpassed  expectations 


1,017,108  hours  of  non- 
value-adding  time  eliminated  from  audit 
engagements. 


How   a/  was  yours? 


2,100,326  audit  work  papers  now 

computerized  via  our  leading-edge,  Lotus 
Notes-  based,  paperless  audit  technology. 


in  reputational  value 
I       protected  for  our  clients. 


Coopers  &  Lybrand  L.L.P.  V 
JVot  Just  Knowledge.  Kjipw  Hqw.^ 


A  value-added  audit  gives  you  more  for  your 
money.  It  uncovers  information  that  works  for 
you.  It  produces  insights  and  ideas  that  drive 
change  and  enhance  profitability.  Real  audit 
value.  One  more  reason  it's  never  been  a  bet- 
ter time  to  call  Coopers  &  Lybrand.  For  more  -* 
information,  call  1-800-660-8027,  ext.  1039,  or 
visit  us  on  the  Internet  at  www.colybrand.com. 


Coopers  coopers  &  Lybrand  L.L.R 

*^Ly  Drand         a  professional  services  firm 


Company 


 Stock  price  

5-year  recent 
high  low 


 Stock  performance  

latest  1 2-months  year  to  date 
price    re!  to    price  relto 
change  market  change  market 


1997  estimated 
EPS  P/E 


—Dividends- 
yield  5-year 
growth 
rate 


available/ 
discount 


-Dividend  reinvestment  plan- 


additional  purchase 
amount  frequency 
min  max 


:  Walt  Disney 

74  ^4 

8% 

92 

7% 

105 

$2.72 

27.5 

0.7% 

NA 

:  Dole  Foodt 

44 

23 

38  ys 

-10 

77 

14 

112 

2.79 

13.8 

1.0 

NA 

;  Dollar  General 

34 

5 

33^4 

65 

141 

30 

128 

1.26 

26.4 

0.6 

31% 

;  Dominick's  Supermkts 

NA 

NA 

22^4 

NA 

NA 

2 

101 

0,76 

29.3 

NA 

NA 

:  Dominion  Resources 

oU 

34 

03/2 

i 

QQ 
00 

Q 

0 

lUi 

i.LQ 

1 9  n 

0.0 

C 

0 

Yes 

None 

*cn  nnn 
>jU,UUU 

Quarterly 

;  RR  Donnelley  &  Sons 

41 

24 

30/4 

-18 

70 

-4 

95 

1.78 

17.0 

2.5 

11 

Yes 

$10 

60,000 

Annually 

i  Dover 

55 

19 

53  K 

12 

96 

5 

104 

3.26 

16.3 

1.3 

16 

:  Dovif  Chemical 

93 

49 

831/4 

-6 

80 

6 

105 

7.53 

11.1 

3.6 

4 

Yes 

25 

25,000 

Quarterly 

:  Dow  Jones 

46 

27 

44 

10 

94 

30 

128 

1.30 

33.8 

11 

6 

Yes 

25 

1,000 

Monthly 

:  Downey  Financial 

on 

7 
/ 

99  Vo 

1  90 

1 1; 

13 

1 1 T 
llj 

1  KQ 

i.oy 

10.4 

1  /I 
1.4 

lo 

DPL 

26 

16 

24  H 

5 

90 

1 

99 

1.79 

13.6 

5.6 

5 

Yes 

25 

1,000 

Quarterly 

:  DQE 

32 

18 

28^2 

2 

87 

-2 

97 

2.40 

11.9 

4.8 

6 

Yes 

10 

60,000 

Annually 

:  Dresser  Industriest 

36 

17 

30^4 

7 

92 

-1 

98 

1.72 

17.9 

2.2 

4 

Yes 

25 

1,000 

Monthly 

i  DTE  Energy 

37 

24 

28  ^^2 

-15 

73 

-12 

87 

2.94 

9.7 

11 

1 

Yes 

25 

100,000 

Annually 

!  du  Pont  de  Nemours 

1 1 1; 

A 

1103/. 

QQ 
03 

1  1  Q 

on 

1 1  Q 

7  1  ^ 

/.I  J 

1 Q 
ID.o 

0  n 

MA 

yes 

9n 

3,UUU 

Quarterly 

!  Duke  Power 

53 

32 

44^8 

-9 

78 

-5 

94 

3.59 

12.3 

4.8 

4 

Yes 

25 

20,000 

Quarterly 

:  Dun  &  Bradstreett 

69 

21 

26/2 

12 

96 

12 

110 

1.81 

14.6 

3.3 

NA 

i  Eastman  Chemical 

76* 

40* 

55/2 

-22 

66 

0 

99 

4.28 

13.0 

3.2 

37 

Yes 

None 

60,000 

Annually 

:  Eastman  Kodakt 

95 

38 

88% 

21 

103 

10 

108 

5.09 

17.4 

2.0 

-6 

Yes 

None 

60,000 

Annually 

:  Eaton 

10 

03 

/0  74 

Li 

1U3 

3 

Ci  99 

1 A  n 
14. U 

L.L 

1  c 
lb 

Yes 

lU 

cn  nnn 
bU.UUU 

Annually 

!  Echlin 

40 

17 

343/4 

-2 

83 

9 

108 

2.53 

13.7 

2.5 

4 

.  Edison  International 

26 

12 

21/2 

29 

111 

8 

106 

1.72 

12.5 

4.7 

-13 

Yes 

None 

10,000 

Monthly 

AG  Edwards 

41 

14 

37/4 

53 

131 

11 

109 

3.08 

12.1 

1.7 

10 

El  Paso  Energy 

57 

21 

55/8 

52 

130 

10 

108 

3.17 

17.5 

2.6 

11 

Yes 

10 

10,000 

Monthly 

Electronic  Data  Sys 

00 

zo 

44/8 

—Li 

Db 

9 

L 

lUU 

0/11 

1  Q  Q 

1 0 
lo 

EMC 

40 

2 

34/8 

68 

144 

5 

104 

1.94 

18.0 

NA 

NA 

Emerson  Electric 

53 

23 

49% 

24 

106 

2 

100 

2.53 

19.5 

4.4 

11 

Yes 

25 

2,500 

Quarterly 

Engelhard 

33 

10 

23% 

16 

99 

24 

122 

1.23 

19.3 

1.5 

12 

Yes 

10 

3,000 

Monthly 

Enova 

28 

18 

21/8 

-1 

85 

-4 

95 

2.04 

10.7 

7.1 

2 

Yes 

25 

150,000 

Annually 

Enron 

40 

1  7 
1/ 

4U74 

1/ 

lUU 

-b 

30 

9  ci; 

13.4 

9  9 

L.L 

7 
/ 

Yes 

9t; 
£3 

1 9n  nnn 
1/:U,UUU 

Annually 

i  Ensco  International 

58 

4 

46/2 

72 

147 

-4 

94 

2.38 

19.5 

NA 

NA 

:  Entergy 

40 

20 

25% 

-6 

81 

-7 

91 

2.54 

10.1 

7.0 

5 

Yes 

100 

3,000 

Monthly 

:  Equifax 

35 

7 

30/4 

52 

130 

-1 

97 

1.46 

20.7 

1.1 

6 

Yes 

10 

5,000 

Quarterly 

:  Equitable  Cos 

33* 

7* 

30/2 

22 

104 

24 

122 

2.44 

12.5 

0.7 

7 

Yes 

25 

60,000 

Annually 

CqUlldUlc  Ul  lOWd 

1  9 

30  78 

HI 

1 9(; 

1  c 
Id 

0.30 

10. 4 

1  1 
1.1 

14 

les 

LJ 

^  nnn 

3,UUU 

h4n  nf  h  III 

ivioniniy 

j  Estee  Lauder  Cos 

54* 

32* 

50/8 

44 

123 

-1 

97 

1.40 

35.8 

0.7 

NA 

i  Everest  Reinsurance 

33* 

19* 

31/2 

43 

122 

10 

108 

2.54 

12.4 

0.5 

NA 

Excel  Communications 

47 

16 

16 

NA 

NA 

-24 

75 

1.79 

8.9 

NA 

NA 

Exxon 

54 

27 

50% 

28 

109 

3 

102 

2.83 

17.9 

3.1 

2 

Yes 

50 

100,000 

Annually 

rdircniiu 

10 

0 
L 

1077 

1 99 
III 

Q 

-0 

on 

n  n^ 
U.U4 

NIVI 

MA 

MA 

Fannie  Mae 

44 

14 

38% 

23 

105 

3 

101 

2.80 

13.8 

2.2 

21 

Yes 

10 

5,000 

Monthly 

Federal  Express 

56 

17 

54/8 

55 

132 

22 

120 

3.34 

16.2 

NA 

NA 

Federal  Home  Loan 

34 

9 

29% 

46 

125 

8 

106 

1.91 

15.6 

1.3 

16 

Federated  Dept  Stores 

38 

11 

37 

13 

96 

8 

107 

2.56 

14.5 

NA 

NA 

Fifth  Third  Bancorp 

90 

27 

85% 

53 

131 

37 

134 

3.76 

22.8 

1.4 

17 

_  Yes 

25 

2,500 

Monthly 

Fina 

64 

30 

63/8 

32 

112 

31 

129 

NA 

NA 

4.4 

17 

Yes 

10 

1,000 

Monthly 

Finova  Group 

79 

18 

77 

48 

127 

20 

118 

4.80 

16.0 

1.2 

15 

Yes 

25 

25,000 

Quarterly 

First  American 

59 

20 

66/8 

54 

131 

16 

114 

4.73 

14.1 

1.9 

42 

Yes/5.0% 

25 

15,000 

Quarterly 

First  Bank  System 

85 

23 

79/2 

38 

118 

16 

115 

5.39 

14.7 

2.3 

18 

Yes 

25 

5,000 

Quarterly 

First  Chicago  NBD 

64 

27 

59/8 

54 

131 

10 

108 

4.89 

12.1 

2.7 

14 

Yes 

25 

5,000 

Monthly 

First  Citizens  Bcshs 

"  i 

76 

29 

110 

-1 

97 

6.05 

12.6 

1.3 

15 

*Range  is  for  less  than  period  Indicatt. 
NM:  Not  meaningful.  E;  Estimate.  Stock 


as  originally  report;ed,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
>  nt  Mar.  14, 1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Company 


— Stock  price  

5-year  recent 
high  low 


 Stock  performance  

latest  12-mfonths  year  to  date 
price    re!  to    price  relto 


1997  estimated 
EPS  P/E 


—Dividends- 
yield  5-year 
growth 


available/ 
discount 


-Dividend  reinvestment  plan- 


additional  purchase 


amount 


frequency 


^^1  

change 

market  change  market 

rate 

min 

max 

:  First  Commerce 

,. '  1 

A  0  V 
4  J  /4 

070/ 
3//0 

117 

13% 

111 

$0  9Q 

5)0. zy 

1 0  0 

10.0 

i.l  lo 

Zl  /o 

Vqc/c  no/ 
les/D.U  /o 

<tcn 

to  nnn 
*o,UUU 

Quarterly  ; 

:  First  Commercial 

43 

14 

on 

39 

on 
30 

111 

5. 

103 

0  CO 

z.oy 

1  C  1 
10.1 

9  C 

z.o 

1  7 
1  / 

Vop/c  n 

les/o.u 

oc 
ZD 

9  nnn 
Z.UUU 

Quarterly  ; 

:  First  Data 

44 

1 1  * 
11 

34/8 

-3 

83 

-7 

92 

1  CI 

l.bl 

91  9 
Zl.Z 

n  9 
U.z 

0 
Z 

I  First  Empire  State 

i6b 

117 
III 

OZO 

oc 
oO 

116 

13 

111 

95  Qfl 

zo. yu 

10.0 

1  n 

l.U 

lb 

IBS 

1  n 

lU 

1  nnn 
1,UUU 

• 

Quarterly  j 

Pirct  rinnnrifll 

rilol  rillallUlal 

29 

5 

26  H 

67 

1  yl  0 

143 

9 

1  n7 
10/ 

2.20 

12.2 

2.2 

25 

Yes 

25 

10,000 

Oiiartprlv 

:  First  Hawaiian 

il 

2j 

00 

33 

on 
ZU 

103 

-6 

93 

9  00 
Z.oZ 

1 1  7 
11./ 

0  Q 

0.0 

9 
z 

Yes 

cn 
OU 

1  n  nnn 
lU.UUU 

Quarterly 

:  First  Natl  Nebraska 

4,bUU 

77C 

In 

0  /inn 
3,4UU 

0 1 
-Zl 

68 

0 

98 

MA 

MA 

1  1 
1.1 

1  n 
iU 

I  First  of  America  Bk 

bo 

bO/s 

44 

123 

9 

107 

4.01 

1  /[  C 
14. D 

9  Q 

z.y 

iU 

Tes/o.u 

9C 
ZO 

9c  nnn 
ZD.UUU 

Quarterly 

i  First  Security 

0  0 

JO 

14 

0  /I  y, 
34/8 

0^ 
Z4 

106 

2 

100 

0  CC 
Z.bO 

1 0  n 
lo.U 

9  7 
L.I 

1 C 
10 

Yes 

cn 
OU 

c  nnn 
D.UUU 

Monthly 

Pirct  Tpnnpccpp  HstI 
riiai  iciiiicoocc  nail 

50 

16 

46 

45 

lz4 

00 
Z3 

1 0 1 
IZi 

3.11 

14.8 

2.6 

14 

Yes 

25 

10,000 

Oiiartprlv 

:  First  Union 

oc 

30 

00 

07  K 

0/  /'2 

/IO 

4o 

127 

18 

116 

C  QC 

b.yb 

1 9  c 
IZ.b 

9  7 
L.I 

1  A 

14 

Yes/ l.U 

9C 

ZO 

1  n  nnn 
lU.UUU 

Monthly 

:  First  UbA 

34 

0* 
0 

43/8 

QO 

155 

44 

142 

9  99 
Z.Zo 

91  Q 

zi.y 

n  c 
U.D 

70 

li 

Vqc/o  n 
YeS/O.U 

1  nn 
lUU 

0  nnn 
o.UUU 

Monthly 

:  First  Virginia  Banks 

DO 

ZD 

CO  5/„ 
OZ/8 

00 

oZ 

113 

10 

108 

0  on 
o.oU 

1 0  0 
lo.o 

9  0 

Z.y 

1  n 
lU 

Yes 

9C 

ZO 

c  nnn 
O.UUU 

Quarterly 

.  Firstar 

JO 

1  9 

zy/8 

09 

oz 

113 

14 

112 

9  97 

L.LI 

1  9 
10. z 

9  c 

Z.D 

1  c 
10 

Vqc 

Yes 

cn 
DU 

1  n  nnn 
lU.UUU 

Monthly 

Fir^tFpri  Finiinriiil 

moil  cu  1  iiitiiiwiai 

28 

10 

25% 

73 

1  AO 

148 

1 7 
1/ 

11c 

1.98 

13.0 

NA 

NA 

rirstment 

4j 

1  Q 

lo 

/lO 

4Z 

on 

OU 

111 

18 

116 

9  70 
L.li 

1  c  ^ 
10.4 

9  Q 
Z.O 

7 

Yes 

9C 

ZD 

c  nnn 
O.UUU 

Quarterly 

Flagstar  Cos 

LL 

1 

CO 

—by 

26 

14 

112 

—  1.40 

^l^/l 

MA 
HA 

MA 
NA 

Fleet  FinI  Group 

zb 

ens/.. 

C/l 

04 

132 

22 

120 

A  70 
4./O 

19  7 

iL.I 

0  n 
o.U 

00 
LL 

Fleetwood  Enterprise 

il 

1  0 

lo 

oc  u, 
Zb/2 

c 
0 

90 

-4 

95 

9  C/l 
Z.04 

1  n  yi 
1U.4 

9  A 
Z.4 

n 

y 

Flpmlnff  Cos 

35 

12 

17% 

3 

00 
00 

1 

99 

1.13 

15.4 

0.5 

-27 

Yes/5.0 

25 

5,000 

Oiiartprlv 

Florida  Progress 

il 

ZD 

on 
OU 

-y 

78 

-7 

92 

0  CO 

Z.bo 

110 
11. z 

7  n 
/.U 

0 
z 

Yes 

1  n 
lU 

1  nn  nnn 
1UU,UUU 

Annually 

rluor 

7C 

lb 

07 
il 

\>l  ft, 

1  0 

-lo 

70 

-8 

91 

0  CO 

0.00 

1  c  1 
Ib.l 

1  0 
1.0 

1 1 
1 1 

Yes 

1  nn 
lUU 

1  n  nnn 
1U,UUU 

Quarterly 

rMU 

oU 

4z 

CC  3/, 

bb78 

1  n 
-lU 

77 

-5 

93 

C  1  c 
b.lb 

1  n  0 
lU.o 

MA 

INA 

MA 

INA 

Food  Lion 

Id 

0 

0  1/ 

/IQ 

4y 

127 

-15 

83 

n  CC 
U.OO 

ICC 

10. b 

1  c 
l.D 

0 
0 

Yes 

1  n 
lU 

9  cnn 
Z,OUU 

Monthly 

Ford  Motor 

37 

17 

32/8 

-1 

oc 
oO 

A 
U 

QO 
30 

4.06 

7.9 

4.8 

19 

Yes 

50 

12,000 

Quarterly 

Fort  Howard 

QQ* 
00 

1  9* 

IZ 

QO 
00 

00 

113 

19 

117 

9  00 

z.oy 

1 0  0 
lo.o 

MA 

MA 

INA 

Foster  Wheeler 

4/ 

00 

zo 

00 

3078 

1  c 
-lb 

72 

3 

102 

0/17 

LAI 

ICC 

lo.o 

0  1 
Z.l 

0 
0 

Yes 

1  n 
lU 

None 

Monthly 

Foundation  Health 

A  7 
4/ 

1  0 

0  0  IL 
00/8 

7 
/ 

91 

22 

120 

0  70 

L.li 

1  A  9 

14. Z 

MA 

INA 

MA 

INA 

rrL  broup 

/I  0 

4o 

07 

LI 

A  A  Vr. 

4478 

0 
3 

88 

-4 

95 

0  /IC 

3.4b 

1  0  0 

IZ.o 

A  0 

4.3 

n 

-y 

Yes 

1  nn 
lUU 

1  nn  nnn 
1UU,UUU 

Annually 

Franklin  Resources 

65 

15 

61 

63 

1  on 

i3y 

34 

1 00 
13Z 

3.14 

19.4 

0.5 

15 

Yes 

50 

10,000 

Oiiartprlv 

Freeport  Copper 

00 

1  Q 

lo 

OU78 

0 
z 

87 

9 

107 

1  n/i 
1.U4 

00  A 

zy.4 

9  Q 

Z.y 

1  1 

11 

Fremont  General 

00 

7 

0  1  1/. 

01  /4 

00 

oZ 

113 

1 

99 

0  00 

z.yo 

1  n  c 
lU.O 

1  Q 

i.y 

1  1 

1 1 

Frontier 

00 

10 

0 1  R 
Zl  /2 

0 1 

-ol 

59 

-5 

93 

1  CO 

i.oy 

10c 
lo.o 

A  n 
4.U 

1 

1 

Yes 

9C 

ZO 

cn  nnn 
OU,UUU 

Monthly 

Fruit  of  the  Loom 

DU 

1  7 

1/ 

vi  0  R 
4Z  /2 

CC 

bo 

141 

12 

110 

0  CO 
L.zL 

1  C  D 

ib.y 

MA 

INA 

MA 

INA 

Fulton  Financial 

26 

11 

24^4 

32 

110 
113 

1 0 
13 

1 1 1 
111 

1.76 

13.8 

2.8 

3 

Yes 

25 

1,000 

Mnnthlu 

banneu 

00 

/1 1 
41 

84  /8 

9/1 
Z4 

106 

13 

112 

^  /1 0 

4.4o 

1 0  0 
ly.z 

1  7 
1./ 

0 
0 

Yes 

1  n 
lU 

c  nnn 
D,UUU 

Monthly 

Gap 

Q7 

il 

1  0 

io 

0/13/ 
04  74 

9C 

Zb 

108 

15 

113 

1  00 

1.00 

1 0  c 

lo.o 

n  0 

u.y 

1  c 
lb 

baieway  zuuu 

C7* 

b/ 

y 

col/ 
03  /2 

n  1 

91 

164 

0 

98 

4.05 

13.2 

NA 

NA 

bAI  A 

d4 

0^ 

z4 

4y 

0 
0 

92 

1 

99 

^  n7 

4.y/ 

n  n 

y.y 

0  0 

3.0 

7 

1 

Yes 

9C 

Zo 

0  nnn 
3,UUU 

Monthly 

Genentech 

57 

26 

553/4 

6 

91 

4 

lOz 

0.93 

59.9 

NA 

NA 

General  Dynamicst 

lb 

0 1 

ol 

CC  3/„ 

bb78 

1 0 
IZ 

96 

-6 

92 

A  CO 

4. by 

1  /I  c 
14.0 

9  c 
Z.D 

00 

Li 

Genera!  Electric 

1  no 
lUo 

oc 
ob 

1  no 
lUo 

oc 
3b 

116 

4 

102 

A  n/i 
4.y4 

on  0 

zo.y 

9  n 
Z.U 

1 0 
IZ 

Yes 

1  n 
lU 

1  n  nnn 
lU.UUU 

Monthly 

General  Instrument 

4<: 

b 

00  3/. 
Z074 

Q 

-0 

79 

9 

107 

100 
1.33 

17  0 

i/.y 

MA 

NA 

MA 

NA 

benerai  iviiiist 

7/1 
/4 

4y 

col/. 
bZ  /4 

0 
0 

92 

-2 

96 

01/1 
3.44 

101 

lo.l 

0  A 

3.4 

1 

1 

Yes 

1  n 
lU 

0  nnn 
o,UUU 

Quarterly 

General  Motors 

bo 

00 

zb 

CO 

06 

1  1 

11 

95 

4 

102 

~t  A(\ 

/.49 

7  7 
I.I 

9  A 

3.4 

1  0 

Iz 

Yes 

oc 
ZD 

A  nnn 
4,UUU 

Monthly 

General  Re 

178 

78 

169  K2 

19 

102 

7 

106 

11.85 

14.3 

1.3 

3 

Yes 

10 

10,000 

Quarterly 

Genuine  Parts 

32 

19 

31/8 

8 

92 

7 

106 

2.00 

15.9 

3.0 

8 

Yes 

10 

3,000 

Quarterly 

Georgia-Pacific 

96 

48 

77% 

10 

94 

7 

106 

2.39 

32.4 

2.6 

7 

Yes 

25 

5,000 

Monthly 

Giant  Food 

36 

17 

32% 

3 

88 

-5 

93 

2.03 

16.1 

2.3 

3 

Yes 

10 

1,000 

Quarterty 

Gillette 

86 

22 

81% 

56 

134 

5 

103 

2.61 

31.2 

0.9 

19 

Yes 

50 

120,000 

Annually 

Glendale  Federal  Bk 

156 

5 

25% 

58 

136 

11 

109 

1,21 

21.3 

NA 

NA 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stock  prices  as  of  IVlar.  14,  1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion.-  Forbes. 
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INIETY-glX  IPIEMCIENT  €)F  AILIL  BUSINIE^^  ]PIE(D)F]L]E 
AMIE  TUMCCDMFOMTABILIE  lOOINO  BUSINIES^  IM  MlEW  YOMIKo 
(CTIHIIE  MIEST  gTAY  AT  TME  WAJLIDOMF  TJDWEMSJ 

!7t  Aa/s  f>/(e/i  /}€en  note</ /ttant/  succexsfit/  dtMt'ne^s  f/H'/t^  6ey//i  af         '^/PaMo/^^Totoe/vs.  .  {//</  tt  i.s  /H;a//<j  no 

{oo/u/ef.     ^roni  oar ^.tn'oate  e/itra/ice  a/u/  /o/>/>i/  to  out^  ^4fa{//if//i/  a^/>oi/ite</  eaxctttt'oe^^ues/  roofn,s, 
i/u//oi</ua//4/  (/eeofatet/  suites,  a/it/  /eye/u/an/  i/n/)ecca6/e  ,wrfJtce,^//ott  ioi7/^Jve/  oerty  /nuc/i  at  /lo/ne  a/u/jjet, 
CiUHOusAj^yar/rom  it.   ^Won  reseroation-s ,  ca//ijoar /)r^>/e,i>siofia/  traoel  a^e/it,  or  ca//  a.s  at  /-(VtiW-WAl  OWER. 


too  <!>aMt  SOf/i  ,  ilreef.  ,  \eio  i/orA.  .  S7/  fOOSS 
UxfJfadii^olelsafthefVbfif 


Company 


 Stock  price- 

5-year      recent    latest  12-nioflths  year  to  date 


-Stock  performance- 


1937  estimated 
EPS  P/E 


—Dividends- 
yield  5-year 


available/ 


-Dividend  reinvestment  plan- 


additional  purchase 


p.  high 

low 

price 
change 

rel  to    price  rel  to 
market  change  market 

growth 
rate 

discount 

min 

amount 

max 

frequency 

Global  Marine 

25 

) 

21 

115% 

184 

2% 

100 

$1.30 

16.2 

NA 

NA 

:  Golden  West  FinI 

76 

34 

69/4 

40 

120 

10- 

108 

5.89 

11.8 

0.6% 

14% 

:  BF  Goodrich 

46 

20 

39/8 

3 

88 

-2 

97 

2.45 

16.3 

2.8 

0 

Yes 

$25 

$1,000 

Monthly 

:  Goodyear 

56 

28 

53/8 

5 

90 

5 

103 

4.85 

11.1 

2.1 

29 

Yes 

10 

15,000 

Quarterly  : 

i  GPU 

36 

24 

34/8 

10 

94 

3 

101 

3.22 

10.8 

5.6 

5 

Yes 

50 

6,000 

Quarterly 

;  WRGracet 

83 

32 

54/4 

1 

86 

5 

103 

3.44 

15.8 

0.9 

NA 

Yes 

100 

100,000 

Annually 

i  WW  Grainger 

83 

39 

76/2 

11 

95 

-5 

94 

4.44 

17.2 

1.3 

11 

i  Great  A&P  Tea 

37 

17 

27/2 

-2 

84 

-14 

85 

2.42 

11.4 

1.5 

-35 

:  Great  Lakes  Chemical 

84 

42 

50 

-26 

63 

7 

105 

4.02 

12.4 

1.2 

15 

i  Great  Western  FinI 

49 

13 

45/2 

101 

172 

57 

154 

2.69 

16.9 

2.2 

1 

Yes/2.0% 

100 

10,000 

Quarterly 

:  Green  Tree  Financial 

43 

4 

37/8 

12 

96 

-4 

95 

2.97 

12.5 

0.8 

41 

:  GreenPoint  Financial 

65* 

18* 

56/4 

101 

172 

19 

118 

3.51 

16.2 

1.8 

17 

:  GTE 

49 

29 

45/8 

10 

94 

1 

99 

3.18 

14.3 

4.1 

1 

Yes 

25 

100,000 

Annually 

;  Guidant 

72* 

15* 

70/8 

59 

136 

24 

122 

2.52 

28.1 

0.1 

NA 

Yes 

50 

None 

No  limit 

Halliburtont 

74 

22 

69/8 

20 

103 

15 

113 

3.10 

22.4 

1.4 

0 

Hannaford  Bros 

36 

16 

35/4 

29 

111 

4 

102 

2.07 

17.0 

1.5 

12 

Yes 

25 

2,000 

Monthly 

Harcourt  Generalt 

57 

20 

47/2 

3 

88 

3 

101 

2.97 

16.0 

1.5 

7 

Yes 

25 

2,500 

Quarterly 

Harley-Davidson 

50 

12 

37/8 

2 

87 

-21 

78 

2.20 

16.9 

0.6 

54 

Yes 

30 

5,000 

Quarterly 

Harnischfeger  Inds 

50 

16 

48 

25 

107 

0 

98 

3.84 

12.5 

0.8 

0 

Harris 

80 

27 

78/8 

18 

101 

14 

112 

5.16 

15.1 

1.9 

9 

Yes 

10 

5,000 

Quarterly 

Hasbro 

31 

15 

29/8 

25 

107 

13 

111 

1.79 

16.4 

1.1 

18 

Hawaiian  Electric 

45 

30 

34/2 

-2 

84 

-4 

94 

2.90 

11.9 

7.1 

NA 

Yes 

25 

100,000 

Annually 

HBO  &  Co 

73 

3 

54/8 

13 

97 

-9 

90 

1.59 

34.0 

0.1 

0 

Health  Management 

30 

3 

26 /z 

25 

107 

18 

116 

0.93 

28.5 

NA 

NA 

Health  Systems  IntI 

37 

10 

29/8 

-19 

69 

21 

119 

2.40 

12.4 

NA 

NA 

HealthSouth 

22 

3 

22/4 

24 

106 

15 

113 

0.92 

24.2 

NA 

NA 

HJ  Heinz 

45 

21 

41/4 

22 

105 

17 

115 

2.13 

19.6 

2.8 

8 

Yes 

25 

5,000 

Monthly 

Hercules 

66 

17 

45/8 

-30 

60 

5 

104 

3.23 

14.1 

2.2 

6 

Yes 

50 

2,000 

Monthly 

Hershey  Foods 

52 

19 

50 

36 

116 

14 

112 

2.23 

22.4 

1.6 

10 

Yes 

50 

20,000 

Annually 

Hewlett-Packard 

60 

13 

55/8 

11 

95 

10 

108 

3.22 

17.2 

0.9 

22 

NFS 

80* 

4* 

66 

39 

119 

10 

109 

2.55 

25.9 

NA 

NA 

Hibernia 

15 

4 

13/4 

38 

118 

4 

102 

0.99 

13.9 

2.3 

69 

Yes/5.0 

100 

3,000 

Monthly 

Hillenbrand  Inds 

49 

27 

39/4 

14 

97 

10 

108 

2.21 

18.0 

1.7 

14 

Yes 

100 

50,000 

Annually 

Hilton  Hotels 

32 

10 

25/8 

11 

95 

-2 

96 

1.35 

19.0 

1.2 

0 

Home  Depot 

60 

30 

58/8 

17 

100 

16 

114 

2.37 

24.5 

0.4 

21 

Yes 

25 

100,000 

Annually 

Honeywell 

77 

28 

72/8 

36 

116 

11 

109 

3.67 

19.9 

1.5 

6 

Yes 

25 

3,000 

Monthly 

Horace  Mann 

48 

18 

46/8 

50 

128 

15 

114 

3.55 

13.1 

1.2 

22 

Hormel  Foods 

28 

17 

26/4 

3 

88 

-2 

96 

1.55 

16.9 

2.4 

13 

Yes 

25 

1,000 

Monthly 

Host  Marriottt 

33 

6 

17/8 

39 

119 

12 

110 

0.05 

NM 

NA 

NA 

Household  IntI 

108 

21 

96/2 

45 

124 

5 

103 

6.43 

15.0 

1.6 

6 

Yes/2.5 

50 

5,000 

Quarterty 

Houston  Industries 

26 

15 

21/8 

-2 

84 

-6 

93 

1.91 

11.2 

7.0 

0 

Yes 

50 

120,000 

Annually 

Hubbell 

46 

21 

43/2 

33 

113 

1 

99 

2.37 

18.4 

2.4 

8 

Yes 

100 

1,000 

Quarterly 

Humanat 

29 

6 

22/8 

-5 

82 

20 

118 

1.10 

20.8 

NA 

NA 

Huntington  Bancshs 

32 

10 

28 

27 

109 

6 

105 

2.00 

14.0 

2.9 

16 

Yes 

200 

10,000 

Quarterly 

IBP 

34 

8 

23/8 

-3 

83 

-4 

95 

2.42 

9.7 

0.4 

-3 

IKON  Office  Solutionst 

66 

17 

37/8 

5 

90 

19 

117 

1.53 

24.4 

0.4 

3 

Yes 

25 

1,000 

Monthly 

Illinois  Central 

36 

11 

34/8 

25 

107 

7 

105 

2.52 

13.5 

2.7 

27 

Yes 

25 

5,000 

Monthly  ; 

Illinois  Tool  Works 

90 

29 

89/2 

34 

114 

12 

110 

4.46 

20.1 

0.8 

14 

Yes 

25 

5,000 

Quarterly  i 

lllinova 

30 

18 

23/8 

-15 

72 

-15 

84 

2.65 

8.8 

5.3 

13 

Yes 

25 

5,000 

Quarterly  ; 

IMC  Global 

45 

12 

34 

-9 

78 

-13 

85 

2.52 

13.5 

0.9 

NA 

Inacom 

41 

7 

24/4 

43 

123 

-38 

61 

2.31 

10.7 

NA 

NA 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stock  prices  as  of  Mar.  14,  1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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We  thought  you'd 

like  to  know  whaf  s  Some  stores  buy  a  sweater 

"I    ^X-^  1  .-^  ^  ^^"^^  shelf  from 

L  JCTI  ll  ■  IC 1  CX  ^  manufacturer,  sew  their 

f-  1    J  1®1    1       1         names  on  the  collar,  and 

Lands  bna  label.     t  thdr  pnvate  labd 

merchandise. 

Not  us.  At  Lands'  End,  we  don't  put  our  label  on  anything 
unless  we  have  a  big  hand  in  designing  and  manufacturing  it  - 
and  then  checking  to  make  sure  it's  up  to  snuff. 

We're  very  finicky.  We  may  have  a  perfectly  fine  wool 
sweater,  or  an  Oxford  buttondown  shirt  the  whole  world 
thinks  is  super.  But  we  keep  tinkering  with  it  -  to  see  if  we 
can't  improve  it  somehow. 

Often  that  involves  putting  back  features  and  construction 
details  that  others  have  taken  out  over  the  years.  We  won't 
chintz  on  anything  just  to  make  an  item  cheaper. 

We  believe  everything  in  our  catalog  should  be  a  quality 
product,  at  a  fair  price. 

You  see,  where  we  come  from  -  the  sweet  farm  country 
of  Dodgeville,  Wisconsin  -  we  still  believe  in  doing  an  honest 
day's  work.  And  we  expect  the  same  of  the  things  we  sell. 

Guaranteed.  Period!  ©  1997  Lands'  End.  Inc 


For  our  free  catalog,  call  us  anytime  at 
1-800-356-4444  Please  mention  ad  |ZR| 

Name  


Address. 


Apt. 


.  State . 


Zip. 


Phone 

Mail  to:  1  Lands'  End  Lane,  Dodgeville,  Wl  53595 
http://www.landsend.com/catalogs/zr 


Day/Night  {circle  one) 


Company 

Stock  price  

Stock  performance  

1997  estimated 

—Dividends- 

 Dividend  reinvestment  plan  

5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

;  Ingersoll-Rand 

48 

16% 

100 

8% 

106 

$3.53 

136 

1.7% 

3% 

Yes 

$10 

$3,000 

Quarterly 

i  Ingram  Micro 

NA 

NA 

23^8 

NA 

NA 

4 

102 

1.13 

21.1 

NA 

NA 

i  Inland  Steel  Inds 

42 

16 

20 

-22 

66 

0 

98 

1.58 

12.7 

1.0 

NA 

Yes 

25 

10,000 

Monthly 

Intal 

:  iniei 

165 

12 

137 '/s 

134 

200 

5 

104 

8.69 

15.9 

0.1 

38 

Yes 

25 

15,000 

Quarterly 

:  inienigeni  tieciron 

28 

3 

3y8 

-45 

4/ 

-01 

0.16 

21.5 

NA 

NA 

\  IBM 

170 

41 

143% 

20 

102 

-5 

93 

12.39 

11.6 

1.0 

-24 

Yes 

50 

250,000 

Annually 

:  IntI  Flavors  &  Frags 

56 

32 

46  H 

-5 

82 

4 

102 

2.31 

20.2 

3.1 

11 

Yes 

25 

5,000 

Monthly 

i  IntI  Multifoods 

29 

15 

21/4 

10 

94 

17 

115 

1.27 

16.7 

3.8 

0 

Yes 

10 

60,000 

Annually 

1  nf  Arn^f  inni  1  Dinar 

inicrndiiuiidi  rapcr 

46 

28 

43% 

11 

95 

7 

105 

1.62 

26.8 

2.3 

5 

Yes 

25 

20,000 

Annually 

:  inicrpuDiic  uroup 

54 

24 

51/2 

18 

1  m 
lUl 

Q 
O 

lU/ 

2.83 

18.2 

1.3 

15 

Yes 

10 

3,000 

Quarterly 

:  Interstate  Bakeries 

52 

12 

48/4 

99 

170 

-2 

97 

2.65 

18.2 

1.1 

5 

Yes 

50 

3,000 

Quarterly 

;  in 

68* 

41* 

60 

-1 

85 

38 

136 

2.20 

27.3 

NA 

NA 

Yes 

50 

5,000 

Monthly 

1  ITT  Hartford  Group 

81* 

45* 

75/8 

61 

138 

12 

111 

6.34 

12.0 

2.1 

NA 

Yes 

50 

5,000 

Monthly 

:   III  inQUSiricS 

29* 

21* 

24/4 

-4 

82 

-1 

97 

2.10 

11.5 

2.5 

NA 

Yes 

50 

5,000 

Monthly 

Itmac*  Diiiai*  Onrn  U'ST 

:  James  niver  oorp  vaT 

37 

16 

33^8 

20 

1  no 

lUU 

1.83 

18.4 

1.8 

0 

Yes 

100 

5,000 

Monthly 

i  Jefferson-Pilot 

62 

24 

60% 

14 

S7 

7 

105 

4.11 

14.7 

2.7 

12 

Yes 

20 

2.000 

Monthly 

;  Jefferson  Smurfit 

23* 

9* 

13/8 

22 

104 

-14 

85 

0.79 

17.6 

NA 

NA 

:  John  Alden  Financial 

42* 

14* 

18  K 

2 

87 

1 

100 

1.13 

16.6 

2.6 

44 

Inhncnn  9.  Inhncnn 

63 

18 

57/8 

23 

105 

16 

114 

2.48 

23.3 

1.3 

13 

Yes 

25 

50,000 

Annually 

Inhncnn  Pnntrnic 

46 

18 

42 

19 

1  n9 

1 

2.92 

14.4 

2.0 

NA 

Yes 

50 

15,000 

Quarterly 

i  Kansas  City  Southern 

57 

16 

52/2 

12 

96 

17 

115 

3.03 

17.3 

0.8 

6 

Yes 

50 

5,000 

Quarterly 

\  Kellogg 

81 

47 

66/8 

-13 

75 

2 

100 

3.35 

20.0 

25 

7 

Yes 

25 

25,000 

Annually 

:  Kelly  Services 

37 

22 

27/4 

-9 

78 

1 

99 

2.05 

13.3 

3.1 

10 

i\Cl  I'lVlOUCC 

75 

37 

64/8 

2 

88 

-11 

88 

4.24 

15.2 

2.8 

2 

Yes 

10 

3,000 

Quarterly 

KouPnrn 
ncyouip 

56 

24 

54 

47 

7 

1  nt; 
iUO 

4.22 

12.8 

3.1 

9 

Yes 

10 

10,000 

Monthly 

i  Keystone  FinI 

28 

16 

27/4 

22 

104 

9 

107 

1.96 

13.9 

3.8 

8 

Yes 

100 

5,000 

Quarterly 

i  Kimberly-Clark 

55 

22 

52/8 

39 

119 

11 

109 

2.77 

19.1 

1.8 

3 

Yes 

25 

3,000 

Quarterly 

:  King  World  Prods 

45 

22 

37 

-12 

75 

0 

99 

3.81 

9.7 

NA 

NA 

nllldll 

28 

6 

12% 

21 

103 

19 

117 

0.69 

17.9 

NA 

NA 

Yes 

25 

100,000 

Annually 

:  Kniaht-Ririripr 

42 

23 

40/4 

18 

1  ni 
lUl 

7 

2.17 

18.8 

2.0 

2 

Yes 

25 

1,000 

Monthly 

i  Kohl's 

48* 

7* 

46 

42 

122 

17 

115 

1.64 

28.0 

NA 

NA 

:  Kroger 

56 

11 

56 

49 

128 

20 

118 

3.27 

17.1 

NA 

NA 

:  Lafarge 

27 

12 

23/8 

26 

107 

16 

114 

2.34 

10.0 

1.7 

9 

Yes/5.0% 

1  par 

40* 

16* 

36/4 

13 

97 

8 

106 

3.05 

12.0 

NA 

NA 

-  1  pcraptt  £  Platf 

37 

11 

36/8 

49 

1  OQ 

c 
0 

lUo 

2.07 

17.6 

1.4 

19 

;  Lehman  Bros  Holding 

37* 

14* 

31/2 

33 

113 

0 

99 

3.16 

10.0 

0.8 

NA 

:  Leucadia  National 

30 

11 

27/8 

11 

95 

4 

103 

0.95 

29.3 

3.6 

30 

:  LG&E  Energy 

26 

15 

25 

19 

102 

2 

100 

1.67 

15.0 

4.6 

3 

Yes 

25 

40,000 

Annually 

1  ihprtv  Finfinrial  Pnc 

46* 

25* 

43 

38 

118 

11 

109 

3.63 

11.8 

1.4 

NA 

Yes 

:  Lifp  USA  Hnlfllnff 

Liic  uon  nuiuiiig 

20* 

5* 

10/2 

32 

-io 

ob 

1.11 

9.5 

NA 

NA 

i  Eli  Lilly 

95 

22 

83/8 

37 

117 

14 

112 

3.17 

26.3 

1.7 

5 

Yes 

25 

50,000 

Annually 

i  Limited 

30 

15 

20 

3 

88 

9 

107 

1.26 

15.9 

2.4 

8 

Yes 

30 

6,000 

Quarterly 

:  Lincoln  National 

62 

25 

61/2 

21 

104 

17 

115 

4.57 

13.5 

3.2 

6 

Yes 

25 

5,000 

Monthly 

1  inpsir  Tprhnnlnoru 

51 

8 

46/8 

1 

86 

6 

105 

1.68 

27.8 

0.4 

48 

1  ittnn  Inflii^tripc't' 

75 

29 

41/8 

-16 

72 

-14 

85 

3.42 

12.0 

NA 

NA 

;  Liz  Claihorne 

46 

14 

44/8 

25 

107 

14 

112 

2.45 

18.0 

1.0 

3 

Yes 

25 

60,000 

Annually  ■ 

i  Lockheed  Martin 

97 

25 

84/2 

11 

95 

-8 

91 

6.20 

13.6 

1.9 

20 

Yes 

50 

100,000 

Annually  : 

:  Loews 

113 

42 

103/8 

32 

113 

10 

108 

10.48 

9.9 

1.0 

16 

:  Long  Island  Bancorp 

40* 

12* 

35 

28 

109 

0 

98 

2.09 

16.7 

1.7 

NA 

\  Long  Island  Lighting 

30 

13 

23/8 

40 

120 

8 

106 

2.26 

10.6 

7.5 

1 

Yes 

25 

5,000 

Quarterly  : 

\  Longs  Drug  Stores 

IS 

25 

7 

92 

2 

100 

1.62 

15.4 

2.2 

0 

*Range  is  for  less  than  period  indf  ,,).:  ,:  Tf-nces  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  S:  '  i-  iu-.css  as  of  Mar.  14, 1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Ask   the   top   level   executives   you   know   about  life 


insurance    and    chances    are    they'll    tell    you  about 


K 


■  ■ 

■  ^ 

m 

Northwestern  Mutual  Life.  Why?  For  one  thing,  it's  the 


■  III 


EC 

fli  II 

K  II 

mm    »■  pe 

r 

SS  II 

iifi  I 

m  m 


Does  Your  Boss  Know  Something  You  Dont! 


company  that  has  always  received  the  highest  possible 


ratings  for  financial  strength  and  security  from  Standard 


I  tl 


&  Poor's,  Moody's,  A.M.  Best  and  Duff  &.  Phelps.  If  your 


boss  won't  let  you  in  on  the  other  reasons,  his  agent  will. 


Have  you  heard  from  The 

Oil  IC'I  Company? 

Northwestern 
Mutual  Life' 


©  1996  The  NtmhwcHcin  Mutual  Lite  irnutancc  C-mpifiy,  Milwiulitt,  WiKoniin 


http;//www.NorthwesternMutual. com/business 


Company 

Stock  price  

Stock  performance  

1997  estimated 

—Dividends- 

 Dividend  reinvestment  plan  

5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

i  Loral  Space  I  Csmtnun 

20 

11 

15/^ 

NA 

NA 

-14% 

84 

$0  14 

nm""" 

'  NA 

NA 

:  Louisiana-Pacific 

48 

19 

21^8 

-16% 

72 

0. 

98 

0.46 

45,9 

2.7% 

10% 

Yes 

$25 

$12,000 

Annually 

;  Lowe's  Cos 

44 

8 

39 

11 

95 

9 

108 

2.02 

19,3 

0.6 

9 

Yes 

10 

1,000 

Monthly 

;  LSI  Logic 

63 

3 

37  K 

32 

113 

39 

137 

1.38 

27,0 

NA 

NA 

i  LTV 

21* 

10* 

12 '/8 

-2 

84 

0 

0 

1  n7 
ID/ 

0.94 

13.7 

0.9 

NA 

i  Lubrizol 

39 

23 

34^8 

13 

97 

12 

110 

2.42 

14.3 

2.9 

5 

Yes 

25 

5,000 

Quarterly 

:  Lucent  Technologies 

NA 

NA 

53  ^'8 

NA 

NA 

15 

113 

2.09 

25.4 

0.6 

NA 

Yes 

100 

50,000 

Monthly 

;  Lyondel!  Petrochem 

33 

17 

23  ys 

-25 

64 

7 

105 

2.20 

10.7 

3.8 

-16 

Yes 

25 

10,000 

Quarterly 

;  Magna  Group 

35 

13 

33/2 

43 

123 

14 

112 

2.38 

14.1 

3.0 

7 

Yes 

25 

5,000 

Monthly 

:  Mallinckrodt 

46 

23 

42  H 

14 

no 

98 

-6 

9b 

2.80 

15.2 

1.5 

12 

Yes 

10 

1,000 

Monthly 

:  Manpower 

43 

13 

39  K4 

18 

101 

21 

119 

2.15 

18.3 

0.4 

NA 

Yes 

25 

10,000 

Annually 

;  Mapco 

35 

24 

31^4 

15 

98 

-7 

92 

2.42 

13.1 

1.9 

1 

Yes 

10 

3,000 

Quarterly 

i  Marriott  IntI 

60* 

23* 

50% 

2 

87 

-8 

90 

2.55 

19.9 

0.6 

16 

Yes 

25 

60,000 

Annually 

;  Marsh  &  McLennan 

130 

71 

128 

37 

117 

23 

121 

7.10 

18.0 

2.8 

3 

Yes 

10 

3,000 

Quarterly 

i  Marshall  &  llsley 

41 

17 

37/4 

44 

1  00 

123 

n 
0 

lUb 

2.37 

15.7 

2.0 

10 

Yes 

25 

3,000 

Quarterly 

i  Masco 

40 

21 

37 

24 

106 

3 

101 

2.18 

17.0 

2.2 

5 

Yes 

50 

5,000 

Monthly 

\  Mattel 

33 

10 

26/8 

-5 

82 

-6 

93 

1.66 

15.7 

0.9 

26 

Yes 

25 

1,000 

Monthly 

:  Maxim  Integrated  Prod 

57 

5 

49 

48 

126 

13 

111 

1.92 

25,5 

NA 

NA 

:  Maxxam 

68 

22 

47 

7 

92 

-1 

97 

NA 

NA 

NA 

NA 

i  May  Dept  Storest 

52 

26 

48% 

10 

94 

3 

102 

3.21 

15.1 

2.5 

10 

Yes 

25 

None 

Annually 

:  Maytag 

24 

13 

21% 

5 

90 

9 

108 

1.80 

12.0 

3.0 

3 

Yes 

25 

5,000 

Monthly 

;  MBIA 

105 

47 

98 

31 

112 

-3 

95 

8.01 

12.2 

1.6 

18 

i  MBNA 

38 

5 

33% 

70 

146 

20 

118 

1.68 

19,9 

1.4 

14 

:  McDonald's 

54 

20 

44/8 

-14 

74 

-3 

96 

2.49 

17.7 

0.7 

11 

Yes 

100 

250,000 

Annually 

:  McDonnell  Douglas 

72 

6 

64% 

42 

122 

-2 

97 

4.18 

15.5 

0.7 

24 

i  McGraw-Hill  Cos 

53 

27 

51/2 

16 

99 

12 

110 

2.80 

18.4 

2.8 

4 

Yes 

10 

1,000 

Quarterly 

:  MCI  Communications 

38 

15 

36% 

30 

111 

12 

110 

1.81 

20.2 

0.1 

0 

:  McKessont 

109 

30 

63/8 

15 

98 

13 

111 

3.38 

18.7 

1.6 

-14 

Yes 

10 

60,000 

Annually 

:  MCN  Energy  Group 

33 

11 

29/2 

28 

109 

2 

101 

1.82 

16.2 

3.3 

3 

Yes 

25 

50,000 

Annually 

i  Mead 

64 

33 

58% 

12 

95 

1 

99 

3.57 

16.4 

2.0 

5 

Yes 

25 

2,000 

Monthly 

i  MedPartners 

36* 

16* 

24/8 

-21 

67 

16 

114 

1.14 

21.2 

NA 

NA 

:  Medtronic 

72 

13 

65/2 

15 

99 

-4 

95 

2.68 

24.4 

0.6 

25 

Yes 

25 

4,000 

Monthly 

:  Mellon  Bank 

86 

24 

81/8 

49 

127 

14 

112 

5.72 

14.2 

3.0 

30 

Yes 

100 

50,000 

Monthly 

i  Mercantile  Bancorp 

60 

25 

57/2 

30 

111 

12 

110 

4.21 

13.7 

3.0 

16 

Yes 

10 

3,000 

Monthly 

\  Mercantile  Bkshs 

40 

17 

37% 

48 

127 

18 

116 

2.66 

14.2 

2.8 

15 

Yes/5.0% 

25 

5,000 

Quarterly 

i  Mercantile  Stores 

67 

29 

49/2 

-14 

73 

0 

99 

3.81 

13.0 

2.3 

2 

i  Merck 

100 

28 

88% 

42 

122 

11 

109 

3.77 

23.4 

1.9 

11 

Yes 

50 

50,000 

Annually 

Merisel 

23 

2 

2/8 

-21 

68 

28 

126 

0.10 

21.3 

NA 

NA 

Merrill  Lynch 

104 

22 

93% 

64 

141 

15 

113 

7.24 

12.9 

1.3 

19 

Yes 

None 

None 

No  limit 

Fred  Meyer 

43 

17 

39/2 

33 

1  1  » 

114 

11 

109 

2.63 

15.0 

NA 

NA 

MGIC  Investment 

82 

16 

80% 

40 

120 

6 

104 

5.10 

15.8 

0.2 

4 

MicroAge 

33 

4 

13% 

45 

124 

-32 

67 

1.36 

10.0 

NA 

NA 

Micron  Technology 

95 

3 

45/4 

39 

119 

55 

153 

0.88 

51.4 

NA 

NA 

Microsoft 

104 

17 

99 

93 

165 

20 

118 

2.30 

43.0 

NA 

NA 

MidAmerican  Energy 

21 

13 

17/8 

-2 

84 

8 

106 

1.42 

12.1 

7.0 

-1 

Yes 

25 

10,000 

Monthly  ; 

Minn  Mining  &  Mfgt 

93 

43 

89% 

46 

124 

8 

106 

4.11 

21.8 

2.4 

5 

Yes 

10 

10,000 

Quarterty 

Mirage 

30 

4 

23 

3 

88 

6 

105 

1.15 

20.0 

NA 

NA 

Mobil 

133 

58 

130/? 

17 

100 

7 

105 

8.01 

16.3 

3.2 

6 

Yes 

10 

7,500 

Monthly 

Molex 

40 

15 

36% 

4 

89 

-6 

92 

1.66 

22.1 

0.2 

54 

Monsanto 

43 

10 

41 

35 

115 

5 

104 

1.70 

24.1 

1.5 

8 

Yes 

10 

3,000 

Quarterly  ; 

JP  Morgan  &  Co 

110 

52 

106% 

33 

114 

9 

107 

7,92 

13.5 

3.3 

11 

Yes 

50 

5,000 

Monthly 

*Range  is  for  le,ss  than  period  indicated,  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions,  NA:  Not  available  or  not  applicable. 
NM,  Not  meaningful,  E:  Estimate,  Stock  prices  as  of  Mar  14,  1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion;  Forbes. 
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Time  Critical 


''Once  again,  Roadway  heats  the  clock. 


The  entire  furniture  order  for^^^Jjj^^JJin  Kansas 
City  and  an  appendectomy  for  the  warehouse  manager  at 
AIco  Furniture  Rental  in  Chicago  left  Steve  Peck  in  a  world 
of  hurt. 

In  a  frantic  search  Steve,  regional  director  of 
Alco's  tradeshow  division,  found  the  toll-free 


number  for  Roadway's  new[Time-Critical 


Services,  a  no-questions,(9tiOronteec/  on-time 
service.  He  explained  all  the  critical  issues  for 
delivery,  and  Roadway  took  care  of  the  rest. 

Kim  Olds  at  Roadway's  Critical  Shipments  Center  staggered  the 
drop  of  four  trailers  at  AIco,  and  Q^^m^n^^M^^ffl 
according  to  the  deadline  and  labor  availability  at  the 
exhibit  hall. 

m  Satisfied?  "You  bet,"  Steve  proclaimed.  [''Roadway) 
(delivered  what  they  promised... 
they  delivered  the  product  exactly 


[on  timejand  made  it  easy  for  AIco  to 
serve  our  customers.  It  was  painless." 
y^imM^^^^^^^^^fl  Roadway  Express 
blends  the  most  efficient  network  with  the 
most  responsive  work  force  in  the  industry  to 
deliver  exceptional  customer  service  to  you. 


ROAPWM 

M^xpress 

1-888-550-9800 

xceptional  Service.  .  .No  Exceptions 


For  Emergency  Shipments  Call  Toll-free  24  Hours  a  Day.. 


'www.roadwQy.com  rexmail@roadway.com 


©1997  Roadway  Express.  Inc  All  Rights  Reserved 


Company 

Stock  price  

Stock  performance  

1997  estimated 

—Dividends- 

 Dividend  reinvestment  plan  M 

5-year 

recent 

latest  12-months 

year  to  date 

CDC 

trj 

r/t 

yield 

5-ye3r 

dvaifdOic/ 

additional  purchase  1 

hiffh 

low 

price 

re!  to 

price 

re!  to 

growth 

amount 

frequencn 

change 

market  change  market 

rate 

min 

max 

mUlgdII  oldlllcy 

79 

CO 

64  H 

JO  /o 

1  ii 

1 J  /o 

1 1 1 
111 

$5.29 

12.2 

1.2% 

7% 

mUtlUII  IIUcI lldUUIIdl 

45 

17 

43  H 

12 

C 
0 

105 

lUO 

9  (;c 

iD.y 

1  A 
1.4 

91 

Yes 

■jioU 

$60,000 

Annually  j 

:  Motorola 

83 

18 

55  K 

-1 

0  J 

•  in 

8C| 

00 

2.53 

21.8 

0.9 

26 

Yes 

25 

5,000 

Quarterly  ; 

;  Naico  Chemical 

39 

28 

37^4 

21 

104 

4 

103 

2.12 

17.8 

2.6 

5 

Yes 

50 

15,000 

Quarterly  ; 

;  Nash  Finch 

23 

15 

18  K 

12 

96 

-14 

84 

NA 

NA 

4.1 

1 

Yes 

10 

1,000 

Monthly  : 

:  ndiiondi  biiy 

J  J 

5P/4 

J  J 

ni 

15 

10 

113 

1 10 

3.61 

14.3 

3.2 

12 

Yes/3.0% 

20 

500 

Mnnthlu 

ndii  UOmlllcr Cc  DIlup 

47 

16 

4b 

59 

136 

18 

116 

9  cc 

10. y 

0  n 

1 9 

IBS 

lUU 

3,500 

Monthly  ; 

:  Natl  Semiconductor 

34 

8 

29% 

98 

169 

21 

119 

1.67 

17.7 

NA 

NA 

;  National  Steel 

23* 

8* 

-46 

46 

-12 

86 

1.09 

7.5 

NA 

NA 

;  NationsBank 

65 

21 

58/8 

59 

136 

20 

119 

4.19 

14.1 

2.2 

13 

Yes 

50 

3,000 

Monthly  i 

Uauictar  IntI 
ndvioldi  mil 

fi 

0 

9% 

-11 

76 

5 

104 

0.72 

13.4 

NA 

NA 

nun 

NA 

NA 

JO  78 

NA 

NA 

NA 

NA 

u./y 

40.4 

MA 

MA 
IMA 

:  New  England  Electric 

43 

29 

34  H 

-7 

71 

_9 

L 

96 

3.31 

10.3 

6.9 

2 

Yes 

25 

5,000 

Monthly  i 

i  New  York  State  E&G 

37 

18 

llVi 

-4 

82 

2 

101 

2.64 

8.4 

6.3 

-13 

Yes 

25 

100,000 

Annually  i 

:  New  York  Times 

45 

20 

45 

57 

134 

18 

117 

2.14 

21.0 

1.3 

1 

Yes 

10 

3,000 

Quarterly  j 

3Q 

15 

36% 

35 

115 

110 

17 

115 

1.86 

19.8 

1.7 

17 

Yes 

10 

30  onn 

Annii^llu 
niiiiuuiiy 

Mouimnnt  Minino 

ncniiiuiii  rniiiiiig 

61 

29 

/I  0 

43 

-21 

67 

-4 

95 

1  9 1 

9t;  c 
03.3 

1  1 
1.1 

U 

Nextel  Commun 

55 

9 

13  H 

-22 

67 

0 

99 

-2.72 

NM 

NA 

NA 

NGC 

25* 

8* 

21 K 

85 

158 

-9 

90 

1.10 

19.3 

0.2 

2 

Niagara  Mohawk  Pwr 

26 

7 

Wi 

26 

108 

-14 

85 

1.17 

7.3 

NA 

NA 

Yes 

25 

50,000 

Annually  \ 

37 

IQ 

i  J 

33  K4 

20 

103 

_7 

92 

2.43 

13.7 

4.0 

3 

Yes 

50 

5  000 

Mnnthlu 
iviui  1  (.1  iiy  ■ 

NIKE 

76 

11 

CCS/ 
03  78 

65 

141 

9 

108 

3.29 

1  0  Q 

lb. 9 

U.b 

1 7 
1/ 

Nipsco  Industries 

40 

23 

38!/? 

7 

91 

_3 

96 

2.98 

12.9 

4.7 

8 

Yes 

25 

5,000 

Quarterly  ! 

NorAm  Energy 

16 

5 

15 

67 

143 

-3 

95 

0.84 

17.9 

1.9 

-4 

Yes 

25 

120,000 

Suspended; 

Nordstrom 

54 

25 

37'/8 

-23 

66 

7 

105 

2.21 

17.1 

1.3 

14 

Nnrfnik  ^nuthprn 

I1UI  lUIn  OUUIIICI II 

JO 

53 

9P/4 

fi 

9? 

4 

103 

6.60 

13.9 

2.6 

6 

Yes 

10 

3,000 

Oii/irtprlv 

Nnrth  Fnrk  R^mrnrn 

liui  III  1  ui  f\  DaiioUl  |j 

43 

5 

41/8 

76 

151 

16 

114 

ill 

10  7 

12./ 

0  /I 
2.4 

71  1 

41 

Yes 

onn 
2UU 

15,000 

Monthly 

Northeast  Utilities 

29 

9 

9K8 

-53 

40 

-30 
ou 

68 

0.44 

20.7 

NA 

NA 

Yes 

100 

25,000 

Monthly 

No  States  Power 

53 

39 

47/4 

-2 

84 

3 

101 

3.83 

12.3 

5.8 

3 

Yes 

25 

10,000 

Quarterly  : 

Northern  Trust 

45 

16 

41^8 

54 

132 

15 

113 

2.49 

16.7 

1.7 

18 

Nnrthrnn  Rriimman 

nui  till  w\i  UI  uiiiiiiciii 

84 

74/2 

73 

105 

lUO 

-in 

lU 

89 

5.86 

12.7 

2.1 

9 

Yes 

100 

1,000 

Mnnthlu 

Nnrthwpct  Airlinp^ 

56* 

12* 

4U/8 

-21 

68 

4 

103 

7  0 
/.8 

NA 

NA 

Norwest 

53 

17 

50% 

45 

174 

IdH 

Ifi 

1 14 

1 IH 

3.50 

14.4 

2.4 

18 

Yes 

25 

30,000 

Quarterly  ; 

Novell 

35 

9 

8/4 

-30 

60 

-8 

91 

0.71 

12.3 

NA 

NA 

Nucor 

72 

21 

47/8 

-22 

66 

-6 

92 

3.31 

14.5 

0.8 

25 

Yes 

10 

3,000 

Quarterly  \ 

Nynex 

5Q 

33 

48/2 

_l 

0  J 

1 
1 

QQ 

0  J 

3.86 

12.6 

4.9 

0 

Yes 

25 

inn  onn 

Annii^llv 

Hrrlripntal  Pptrnlpiim 

27 

15 

24/8 

-2 

83 
00 

u 

105 

lUO 

1  on 

l.oU 

13.8 

4.U 

U 

Yes 

bU 

1,000 

Monthly  ; 

Office  Depot 

32 

8 

21/4 

7 

J 1 

77 

170 

0.99 

22.0 

NA 

NA 

OfficeMax 

19* 

10* 

14/8 

-12 

76 

34 

132 

0,71 

20.2 

NA 

NA 

Ogden 

27 

17 

22 

5 

90 

16 

114 

1.49 

14.8 

5.7 

0 

Ohin  Ha^iialtv 

42 

25 

41/4 

14 

Q7 

18 
10 

1  ifi 

1  iu 

3.12 

13.4 

4.0 

4 

Yes 

10 

5,000 

Mnnthlv 

Ohin  Frtl^nn 

26 

17 

21/8 

-3 

00 

1; 
0 

o4 

0  1  c 

2.1b 

inn 
lU.U 

b  9 

A 
U 

Yes 

1  n 
lU 

50,000 

Annually  ; 

Old  Kent  Financial 

52 

23 

49/8 

29 

1 1 1 
111 

Q 
0 

ini 

lUl 

3.77 

13.0 

2.8 

g 

Yes 

25 

5,000 

Quarterly  ; 

Old  National  Bncp 

38 

23 

37/4 

17 

inn 

lUU 

n 

JO 

2.41 

15.5 

2.5 

9 

Yps/3  0 

100 

3,500 

Quarterly  '. 

Old  Republic  IntI 

28 

13 

26/4 

25 

107 

0 

98 

2.60 

10.3 

1.6 

12 

Yes 

100 

5,000 

Quarterly  : 

Olint 

48 

1  n 

19 

42/3 

2 

87 

19 

117 

3.07 

13.9 

2.8 

3 

'Yes 

50 

b,UOO 

Monthly 

Oisten 

Ultf  Iwll 

34 

11 

17/2 

-44 

48 

18 

116 

1.30 

13.5 

1.6 

18 

Otnnicom  Group 

53 

15 

51 

19 

102 

11 

110 

2.61 

19.5 

1.6 

5 

OnBancorp 

48 

21 

46/8 

36 

116 

25 

123 

3.53 

13.2 

2.9 

28 

Yes 

100 

2,500 

Quarterly  ; 

One  Valley  Bancorp 

40 

16 

39/2 

51 

129 

6 

105 

2.67 

14.8 

2.4 

13 

Yes 

25 

3,000 

Quarterty  j 

Oracle 

51 

3 

41 

26 

108 

-2 

97 

1.67 

24.6 

NA 

NA 

*Range  Is  for  less  than  period  Indicated  i  Prices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stock  prices  as  of  Mar  14, 19S7. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  MaM  Guide  via  OneSource  Information  Services;  Telemet  Orion:  Forbes. 
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GloLal  Private  Banking 


I 


NTELLIGENT  CONSERVATISM, 


VIGOROUSLY  PURSUED. 


tor  success 


Headquarters  of  Republic 
National  Sank  of  New  ^hrk 
(Suisse)  S.A.  in  (Jettera. 


Tkere  are  as  many  formulas  £ 
in  Lusiness  as  tkere  are  Lusinesses.  Republic's 
formula  kas  a  time-tested  advantage: 
it  works. 

It  is  kased  on  a  care  fully  kalanced 
approack  tkat  puts  client  security  first. 
We  maintain  one  of  tke  strongest  capital 
ratios  in  our  industry,  a  kigk  degree  of 
operating  efficiency  and  a  relatively  small 
loan  portfolio.  All  of  wkick  result  in  credit 
ratings  tkat  are  AA. 

Conservatism,  kowever,  is  only  part  of  tke 
Republic  story.  We  combine  safety  witk  a  dyna- 
mic policy  of  global  expansion,  as  well  as  an 
enlarged  offering  of  investment  opportunities. 
Moreover,  and  very  importantly,  a  quality  of 
client  service  tkat  is  truly  exceptional. 

Strengtk,  security,  service  -  tke  "open  secret 
of  Republic  success.  It  provides  wkat  so  many 
people,  everywkere,  want  and  need  in  a  private 
kank. 


Wiir/iV  llcaJquarters  of 
Republic  Nat  tonal  Bank  of 
New  York  in  New  York. 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 


New  York  •  Geneva  •  London  •  Beijing  ■  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islands  •  Copenliagen  •  Encino  •  Gitraltar 
Guernsey  •  Hong  Kong  •  Jakarta  •  Los  Angeles  •  l^ugano  •  Luxembourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo 
Montreal  •  Moscow  •  Nassau  •  Paris  ■  Punta  del  Este  •  Rio  de  Janeiro  •  Santiago  •  Sao  I'aulo  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  ZuricK 

®  Reputlic  National  Bank  o(  New  York,  1997 


Company   Stock  price    Stock  performance         1997  estimated     —Dividends—   Dividend  reinvestment  plan- 


5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 
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5-year 

available/ 

additional  purchase 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

w 

change 

market  change  market 

rate 

min 

max 

\  Morgan  Stanley 

72 

23 

64  y8 

"  3  3~% 

114 

13% 

111 

$5.29  ' 

12.2 

1.2% 

7% 

:  Morton  International 

45 

17 

43% 

12 

96 

6 

105 

2.56 

16.9 

1.4 

21 

Yes 

$50 

$60,000 

Annually  ; 

:  Motorola 

83 

18 

55  K 

-1 

85 

-10 

89 

2.53 

21.8 

0.9 

26 

Yes 

25 

5,000 

Quarterly  : 

:  Naico  Chemical 

39 

28 

3PA 

21 

104 

4 

103 

2.12 

17.8 

2.6 

5 

Yes 

50 

15,000 

Quarterly  ; 

:  Nash  Finch 

23 

15 

18  K 

12 

QC 
30 

1  A 

04 

NA 

NA 

4.1 

1 

Yes 

10 

1,000 

Monthly 

i  National  City 

55 

20 

5P/4 

53 

131 

15 

113 

3.61 

14.3 

3.2 

12 

Yes/3.0% 

20 

500 

Monthly 

I  Natl  Commerce  Bncp 

47 

16 

45 

59 

136 

18 

116 

2.66 

16.9 

2.0 

13 

Yes 

100 

3,500 

Monthly 

:  Natl  Semiconductor 

34 

8 

29  H 

98 

169 

21 

119 

1.67 

17.7 

NA 

NA 

;  National  Steel 

23* 

8* 

8/8 

-46 

46 

-12 

86 

1.09 

7.5 

NA 

NA 

;  NationsBank 

65 

21 

58/8 

59 

lot) 

1 1 Q 

ll3 

4.19 

14.1 

2.2 

13 

Yes 

50 

3,000 

Monthly 

Navistar  IntI 

39 

8 

9/8 

-11 

76 

5 

104 

0.72 

13.4 

NA 

NA 

NCR 

NA 

NA 

36/8 

NA 

NA 

NA 

NA 

0.79 

46.4 

NA 

NA 

New  England  Electric 

43 

29 

34/8 

-7 

79 

-2 

96 

3.31 

10.3 

6.9 

2 

Yes 

25 

5,000 

Monthly 

New  York  State  E&G 

37 

18 

22/8 

-4 

82 

2 

101 

2.64 

8.4 

6.3 

-13 

Yes 

25 

100,000 

Annually 

New  York  Times 

45 

20 

45 

57 

1  'iA 

10 

1 1  7 
11/ 

2.14 

21.0 

1.3 

1 

Yes 

10 

3,000 

Quarterly 

Newell  Co 

39 

15 

36/4 

35 

115 

17 

115 

1.86 

19.8 

1.7 

17 

Yes 

10 

30,000 

Annually 

Newmont  Mining 

61 

29 

43 

-21 

67 

-4 

95 

1.21 

35.5 

1.1 

0 

Nextel  Commun 

55 

9 

13/8 

-22 

67 

0 

99 

-2.73 

NM 

NA 

NA 

NGC 

25* 

8* 

21/4 

85 

158 

-9 

90 

1.10 

19.3 

0.2 

2 

Niagara  Mohawk  Pwr 

26 

7 

8/2 

26 

ins 

1 A 
—14 

OD 

1.17 

7.3 

NA 

NA 

Yes 

25 

50,000 

Annually 

Nicor 

37 

19 

33/4 

20 

103 

-7 

92 

2.43 

13.7 

4.0 

3 

Yes 

50 

5,000 

Monthly 

NIKE 

76 

11 

65/8 

65 

141 

9 

108 

3.29 

19.9 

0.6 

17 

Nipsco  Industries 

40 

23 

38/2 

7 

91 

-3 

96 

2.98 

12.9 

4.7 

8 

Yes 

25 

5,000 

Quarterly 

NorAm  Energy 

16 

5 

15 

67 

143 

-3 

95 

0.84 

17.9 

1.9 

-4 

Yes 

25 

120,000 

Suspended 

Nordstrom 

54 

25 

37/8 

-23 

Do 

7 
/ 

lUD 

2.21 

17.1 

1.3 

14 

Norfolk  Southern 

98 

53 

91/4 

8 

92 

4 

103 

6.60 

13.9 

2.6 

6 

Yes 

10 

3,000 

Quarterly 

North  Fork  Bancorp 

43 

5 

41/8 

76 

151 

16 

114 

3.27 

12.7 

2.4 

41 

Yes 

200 

15,000 

Monthly 

Northeast  Utilities 

29 

9 

9/8 

-53 

40 

-30 

68 

0.44 

20.7 

NA 

NA 

Yes 

100 

25,000 

Monthly 

No  States  Power 

53 

39 

47/4 

-2 

84 

3 

101 

3.83 

12.3 

5.8 

3 

Yes 

25 

10,000 

Quarterly 

Northern  Trust 

45 

16 

41/8 

54 

10 

1 1 J 

2.49 

16.7 

1.7 

18 

Northrop  Grumman 

84 

23 

74/2 

23 

105 

-10 

89 

5.86 

12.7 

2.1 

9 

Yes 

100 

1,000 

Monthly 

Northwest  Airlines 

56* 

12* 

40/8 

-21 

68 

4 

103 

5.27 

7.8 

NA 

NA 

Norwest 

53 

17 

50/8 

45 

124 

16 

114 

3.50 

14.4 

2.4 

18 

Yes 

25 

30,000 

Quarterly 

Novell 

35 

9 

8/4 

-30 

60 

-8 

91 

0.71 

12.3 

NA 

NA 

Nucor 

72 

21 

47/8 

-22 

DO 

c 

—0 

Q9 

3.31 

14.5 

0.8 

25 

Yes 

10 

3,000 

Quarterly 

Nynex 

59 

33 

48/2 

-1 

85 

1 

99 

3.86 

12.6 

4.9 

0 

Yes 

25 

100,000 

Annually 

Occidental  Petroleum 

27 

15 

24/8 

-2 

83 

6 

105 

1.80 

13.8 

4.0 

0 

Yes 

50 

1,000 

Monthly 

Office  Depot 

32 

8 

21/4 

7 

91 

22 

120 

0.99 

22.0 

NA 

NA 

OfficeMax 

19* 

10* 

14/8 

-12 

76 

34 

132 

0.71 

20.2 

NA 

NA 

Ogden 

27 

17 

22 

5 

on 

1  c 
lo 

1 14 

1.49 

14.8 

5.7 

0 

Ohio  Casualty 

42 

25 

41/4 

14 

97 

18 

116 

3.12 

13.4 

4.0 

4 

Yes 

10 

5,000 

Monthly 

Ohio  Edison 

26 

17 

21/8 

-3 

83 

-5 

94 

2.16 

10.0 

6.9 

0 

Yes 

10 

50,000 

Annually 

Old  Kent  Financial 

52 

23 

49/8 

29 

111 

3 

101 

3.77 

13.0 

2.8 

8 

Yes 

25 

5,000 

Quarterly 

Old  National  Bncp 

38 

23 

37/4 

17 

100 

0 

98 

2.41 

15.5 

2.5 

9 

Yes/3.0 

100 

3,500 

Quarterly 

Old  Republic  IntI 

28 

13 

26/4 

25 

107 

0 

98 

2.60 

10.3 

1.6 

12 

Yes 

100 

5,000 

Quarterly 

Olint 

48 

19 

42/8 

2 

87 

19 

117 

3.07 

13.9 

2.8 

3 

Yes 

50 

5,000 

Monthly 

Olsten 

34 

11 

17/2 

-44 

48 

18 

116 

1.30 

13.5 

1.6 

18 

Omnicom  Group 

53 

16 

51 

19 

102 

11 

110 

2.61 

19.5 

1.6 

5 

OnBancorp 

48 

21 

46/8 

36 

116 

25 

123 

3.53 

13.2 

2.9 

28 

Yes 

100 

2,500 

Quarterly 

One  Valley  Bancorp 

40 

16 

39/2 

51 

129 

6 

105 

2.67 

14.8 

2.4 

13 

Yes 

25 

3,000 

Quarterly 

Oracle 

51 

3 

41 

26 

108 

-2 

97 

1.67 

24.6 

NA 

NA 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stocl<  prices  as  of  Mar.  14, 19S7. 

Sources:  William  O'Nell  &  Co.:  IBES  Inc.  and  Marltet  Guide  via  OneSource  Information  Services;  Telemet  Orion:  Forbes. 
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I 


NTELLIGENT  CONSERVATISM, 


VIGOROUSLY  PURSUED. 


formulas  fc 


Headquarters 
National  Bank 
(Suisse)  S.A. 


of  Repuyiic 
of  New  York 
in  Cjeneva. 


ere  are  as  many  lormuias  tor  success 
in  business  as  tkere  are  Lusinesses.  RepuLlic's 
formula  kas  a  time-tested  advantage: 
it  works. 

It  is  kased  on  a  carefully  kalanced 
approack  tkat  puts  client  security  first. 
We  maintain  one  of  tke  strongest  capital 
ratios  in  our  industry,  a  kigk  degree  of 
operating  efficiency  and  a  relatively  small 
loan  portfolio.  All  of  wkick  result  in  credit 
ratings  tkat  are  AA. 

Conservatism,  kowever,  is  only  part  of  tke 
Repuklic  story.  We  comkine  safety  witk  a  dyna- 
mic policy  of  glokal  expansion,  as  well  as  an 
enlarged  offering  of  investment  opportunities. 
Moreover,  and  very  importantly,  a  quality  of 
client  service  tkat  is  truly  exceptional. 

Strengtk,  security,  service  -  tke  "open  secret" 
of  Repuklic  success.  It  provides  wkat  so  many 
people,  everywkere,  want  and  need  in  a  private 
kank. 


WorlJ  HeaJqiuirlers  of 
Republic  National  Bank  of 
New  York  in  New  York. 


Republic  National  Bank  of  New  York 

Strength.  Security.  Service. 


New  York  •  Geneva  "  London  •  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islands  •  Copenkagen  •  Encino  •  Gibraltar 
Guernsey  •  Hong  Kong  •  Jakarta  •  Los  Angeles  •  Lugano  •  Luxemkourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo 
Montreal  •  Moscow  •  Nassau  *  Paris  •  Funta  del  Este  •  Rio  de  Janeiro  •  Santiago  •  Sao  Paulo  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  Zurick 

®  Reputlic  National  Bank  of  New  York,  1997 
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Company   Stock  price    Stock  performance         1997  estimated     —Dividends—   Dividend  reinvestment  plan — 

5-year      recent    latest  12-months  year  to  date     EPS      P/E       yield   5-year     available/  additional  purchase 


hiffh 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

.           ,  — 

change 

market  change  market 

rate 

min 

max 

:  Oryx  Energy 

97 
£  1 

1  n 
lU 

Jl  /o 

1  on 

0  1  o/ 
-Zl  /o 

70 
10 

A7 
J)  1 .4  / 

lin 

lin 

:  Owens  &  Minor 

18 

7 

lOH 

-7 

on 

4 

1  no 

102 

0.59 

18.0 

1.7% 

12% 

Yes 

$25 

$25,000 

Annually  ; 

:  Owens  Corning 

50 

28 

42  K2 

0 

8d 

'  0 

no 

98 

4,91 

8.7 

0.6 

NA 

Yes 

100 

120,000 

Annually  i 

:  Owens-Illinois 

27 

8 

25  H 

63 

140 

13 

111 

1.89 

13.6 

NA 

NA 

i  Oxford  Health  Plans 

67 

2 

63^8 

45 

124 

9 

107 

1.79 

35,5 

NA 

NA 

:  Paccar 

/  / 

jj 

71 
/ 1 

*tj 

1  oyi 

4 

1  no 

o.uo 

1 1  7 
11,/ 

J.J 

91 

:  Pacific  Enterprises 

33 

18 

31 

20 

1  no 

103 

0 

2 

1  nn 
100 

2.31 

13,4 

4,6 

42 

Yes 

25 

25,000 

Quarterly  i 

Pacific  Telesist 

59 

26 

40 

52 

ion 

Q 

1  07 
111/ 

2.46 

16,3 

3.3 

-4 

Yes 

50 

20,000 

Monthly 

PacifiCare  Health 

99 

25 

83!/4 

-13 

74 

2 

101 

5,02 

16,6 

NA 

NA 

;  PacifiCorp 

24 

16 

20/2 

1 

87 

0 

98 

1.67 

12,3 

5.3 

-7 

Yes 

25 

25,000 

Quarterly  • 

:  PaineWebber  Group 

J  J 

1 1 
1 1 

JO  74 

Jl 

1  oc 

1  Q 
15 

lib 

9  Q8 

1 1  9 

1  8 
1  ,o 

1 1 

Ypc 

ICO 

in 

lU 

1  nnn 

J,UUU 

uUdiiciiy 

:  Pall 

29 

14 

24 

-12 

1^ 

10 

-D 

09 

1.24 

19,4 

2,3 

16 

Yes 

100 

5,000 

Monthly 

;  PanAmSat 

34* 

12* 

28?^8 

-5 

0 

1  n  1 
lUl 

0.34 

NM 

NA 

NA 

i  PanEnergy 

47 

13 

43% 

49 

128 

_3 

95 

2.59 

16,8 

2.2 

5 

Yes 

25 

60,000 

Annually 

'  Parametric  Tech 

64 

7 

51 

37 

117 

-1 

98 

1.63 

31,3 

NA 

NA 

Parker  Hannifin 

^fi 

4D 

1  7 

40 

9(1 

1  no 

lb 

114 

0.  jD 

1  ■?  A 
1  J,4 

1  8 
1,0 

A 
4 

ICO 

lU 

1  nnn 

1,UUU 

iviunuiiy 

Paychex 

64 

6 

44^8 

13 

9/ 

1  0 

-13 

o5 

1.28 

34,9 

0,8 

49 

Yes 

100 

10,000 

Quarterly 

Payless  Cashways 

20* 

1* 

VA 

-53 

yin 
4U 

r 

-b 

00 

92 

-0.15 

NM 

NA 

NA 

PECO  Energy 

34 

21 

21 H 

-20 

68 

-16 

82 

2.26 

9,3 

8,5 

7 

Yes 

None 

50,000 

Annually 

Penn  Traffic 

46 

2 

6/8 

-56 

38 

90 

187 

-3.10 

NM 

NA 

NA 

DannPnrn  Pinonpiol 

runnuorp  nndnbidi 

00  /8 

99 

1U4 

7 

1  nc 
lUb 

9  9f; 

1 1  8 
11,0 

fi  R 

U,  J 

81 

00 

JC  Penney 

59 

31 

49/8 

0 

OR 

83 

0 

2 

1  ni 
lUl 

3.60 

13,9 

4,3 

13 

Yes 

20 

10,000 

Monthly 

Pennzoil 

71 

35 

53/4 

42 

1  00 

122 

-5 

oyi 

y4 

2.90 

18,5 

1,9 

-23 

Yes 

50 

60,000 

Annually 

People's  Bank 

37 

4 

35/4 

76 

151 

22 

120 

2.23 

15,8 

2,5 

83 

Yes 

100 

10,000 

Monthly 

Peoples  Heritage  FinI 

33 

5 

31/2 

47 

125 

13 

111 

2.62 

12,0 

2,3 

NA 

Yes 

100 

5,000 

Quarterly 

rcOpieoOTi 

j/ 

0 

He  /8 

R? 
j/ 

1  oyi 

1 1 
-1 1 

00 

u./u 

Kl 

Dl,j 

NA 

NA 

PepsiCo 

36 

15 

31/8 

0 

oc 

85 

b 

1  nc 

105 

1.46 

21,3 

1.5 

14 

Yes 

25 

5,000 

Monthly 

Perkin-Elmer 

77 

25 

70/4 

42 

1  0  1 

121 

on 
2U 

1  1  0 

llo 

2.80 

25,3 

1.0 

0 

Yes 

Pfizer 

100 

26 

91/8 

45 

124 

10 

108 

3.49 

26,1 

1,5 

12 

Yes 

25 

10,000 

Monthly 

PG&E 

37 

20 

23/4 

-4 

82 

11 

109 

1.90 

12,2 

5,2 

-5 

Yes 

rildillidLid  fit  upjuilil 

JO  74 

g 

—0 

0 

-J 

9b 

9 1 

L.iJ 

1 7  a 

1  /  .0 

9  8 

NA 

Phelps  Dodge 

79 

39 

76/8 

14 

07 

9/ 

1  0 

13 

111 
111 

6.45 

11,8 

2,6 

5 

Yes 

10 

1,000 

Monthly 

PHH 

49 

16 

48/4 

80 

154 

1  0 

12 

1  1  0 

no 

2.87 

16,8 

1,6 

7 

Philip  Morris  Cos 

47 

15 

43 

35 

116 

14 

112 

2.99 

14,4 

3.7 

15 

Yes 

10 

60,000 

Annually 

Phillips  Petroleum 

47 

23 

40/8 

4 

89 

-9 

90 

3.33 

12,1 

3,2 

3 

Yes 

10 

10,000 

Monthly 

Pinnorlo  U/ocf 
rllliidCic  ViCol 

JO 

ifi 

ID 

Jl  72 

ID 

on 

99 

-1 

no 

98 

9  Ah 

19  Q 

7 

J.J 

41 

TcS 

jU 

fin  nnn 

A  n  ni  1  o  M\r 
nllllUdliy 

Pioneer  Hi-Bred  IntI 

74 

21 

67 

27 

1  nn 
109 

-4 

nyi 

94 

3.03 

22,1 

1,4 

26 

Yes 

25 

5,000 

Monthly 

Pitney  Bowes 

64 

28 

61/ 

26 

1  no 

108 

1  0 

12 

111 

3.48 

17,7 

2,6 

15 

Yes 

100 

3,000 

Quarterly 

PMI  Group 

60* 

36* 

53/8 

23 

105 

-4 

94 

4.88 

10,9 

0.4 

NA 

PNC  Bank 

45 

20 

43/8 

48 

127 

15 

113 

3.28 

13,1 

3.4 

10 

Yes 

50 

5,000 

Monthly 

Pnfnm^r  Flartrir 
ruiUlildlf  CICUull/ 

9Q 

10 

LH  78 

—4 

83 

-6 

92 

1.  jU 

1  9  7 

b.y 

c 
J 

Voc 
ICS 

9"; 

R  nnn 

IVIUIIllliy 

PP&L  Resources 

31 

18 

21 

-11 

lb 

-9 

nn 
90 

2.07 

10,1 

8.0 

1 

Yes 

None 

80,000 

Annually 

PPG  Industries 

52 

27 

56/2 

18 

1  n  1 
lUl 

1 

1 

nn 

99 

4.36 

13.0 

2.3 

7 

Yes 

10 

3,000 

Quarterly 

Praxair 

52* 

14* 

48/4 

26 

1  no 

1U8 

b 

1  r\A 

104 

2.60 

18.8 

0.9 

20 

Yes 

50 

24,000 

Annually 

Procter  &  Gamble 

130 

45 

125K 

51 

129 

17 

115 

4.88 

25.8 

1.4 

13 

Yes 

100 

120,000 

Annually 

Progressive 

74 

16 

68 '/8 

54 

132 

2 

101 

4.51 

15.3 

0.3 

3 

Prn^mirro 

(in 

MA 

1  9 

MA 

NA 

1 

99 

1.14 

1  n  R 

lU.  J 

IMA 

NA 
INH 

Protective  Life 

45 

11 

44/4 

27 

109 

11 

109 

3.44 

12.9 

1.6 

11 

Yes 

25 

6,000 

Quarterly 

Provident  Bncp 

40 

8 

38/ 

67 

143 

13 

111 

2.45 

15.7 

1.7 

15 

Provident  Cos 

58 

20 

56/4 

72 

147 

17 

115 

3.65 

15.5 

1.3 

-11 

Yes 

10 

60,000 

Annually 

Providian 

60 

26 

57/8 

33 

114 

13 

111 

5,02 

11.5 

1.9 

11 

Yes 

10 

60.000 

Annually 

*Range  is  for  less  than  periofl        ^d.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  Includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimai        ■■  prices  as  of  Mar  14,  1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Sen/ices;  Telemet  Orion;  Forbes. 
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MoU  it 


Feed  it. 


Connect  it. 


Move  it. 


Start  it. 


wkatever  your  kusiness,  you  can 
kuild  it  in  Arkansas. 


Plastics  companies.  Food  processing  companies.  Administrative  service  centers  and  call  centers. 
Distribution  companies.  And  machinery  and  equipment  manufacturers.  Numerous  companies 
just  like  these  have  already  built  successful  businesses  in  Arkansas,  and  a  recent  study  by  Ernst  & 
Young    and    The    Wadley  Donovan  Group  confirms 

that  Arkansas  is  the  perfect  EM^^IWI^^^k^^  site  for  these  diverse  industry 
categories.  That's  because  #%lmB%F^I^I9lF^!^y  Arkansas'  advantages  include 
a  highly  productive   work  force,  decreasing  worker's 

compensation  rates,  raw  materials  when  and  where  you  need  them,  a  competitive  business 
environment,  a  diverse  range  of  fiber-ready  and  industrial  sites,  access  to  deep-water  ports,  and 
a  well-connected,  central  U.S.  location,  midway  between  Mexico  City  and  Montreal. 
So  do  it.  Call  now  for  a  fast-track  response  to  all  your  requirements  and  questions. 
1-800- ARKANSAS.  We're  more  than  ready  to  build  it,  your  business  that  is,  in  Arkansas. 


ARKANSAS    ECONOMIC    DEVELOPMENT  COMMISSION 

Capitol  Mall  •  Lillle  Rock,  Arkansas  U.S.A.  72201  •  1 -800-ARKANSAS  •   (501)  682-2559  •  Fax  (501)  682-7341  •  www.aiJe.staU-.ar.us 


Company 

Stock  price  

Stock  performance  

1997  estimated 

—Dividends- 

 Dividend  reinvestment  plan  

5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

II 

high 

low 

price 

rel  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

:  Public  Service  Colo 

40 

25 

39%  " 

"  16% 

99 

1% 

100 

$2,99 

13.2 

5.3% 

2% 

Yes 

$25 

$100,000 

Annually  ; 

;  Pub  Svc  Enterprise 

35 

24 

26 

2 

88 

-3 

96 

2.58 

9.9 

8.2 

0 

Yes 

50 

125,000 

Annually  i 

:  Puget  Sound  Energy 

30 

17 

251/2 

3 

88 

6' 

105 

1.99 

12.8 

7.2 

0 

Yes 

25 

100,000 

Annually  ; 

;  rUllc 

41 

17 

33/8 

22 

104 

8 

106 

2.69 

12.3 

0.7 

1 

UUdKcr  UdlS 

43 

25 

37/4 

8 

93 

-2 

96 

1.54 

24.2 

3.1 

6 

Yes 

10 

30,000 

Annually  : 

i  Qualcomm 

64 

6 

59/8 

58 

135 

48 

146 

1.21 

48.9 

NA 

NA 

:  Quantum 

46 

9 

38/8 

97 

168 

33 

131 

3.86 

9.9 

NA 

NA 

i  Quick  &  Rellly  Group 

27 

5 

24/8 

51 

129 

23 

121 

2.20 

11.2 

1.3 

24 

Ralctnn  PiiriiiQ'i' 

87 

34 

84 

25 

107 

14 

113 

3.87 

21.7 

1.4 

0 

Yes 

10 

25,000 

Annually  ; 

:  Kdycncfn 

90 

30 

85/8 

28 

109 

5 

105 

5.07 

16.8 

0.7 

5 

1  Raytheon 

56 

20 

47 

-9 

78 

-2 

96 

3.53 

13.3 

1.7 

7 

Yes 

10 

5,000 

Quarterly  i 

i  RCSB  Financial 

36 

6 

33% 

41 

121 

15 

115 

2.49 

13.6 

1.8 

NA 

:  Reader's  Digest  Assn 

56 

34 

35% 

-23 

66 

-12 

86 

2.19 

16.2 

5.1 

13 

Yes 

100 

10,000 

Monthly 

nccUUlV  llllCl lldllUlidl 

53 

21 

49/4 

72 

147 

18 

117 

2.57 

19.4 

NA 

NA 

nCglUlla  niloilUldl 

62 

25 

61/4 

39 

119 

18 

117 

4.35 

14.1 

2.6 

12 

Yes 

25 

120,000 

Annually  ; 

:  Reliance  Group 

12 

4 

11/2 

42 

121 

26 

124 

1.03 

11.2 

2.8 

0 

i  ReliaStar  Financial 

65 

16 

61/8 

37 

117 

7 

105 

5.12 

12.1 

1.8 

11 

Yes/4.0% 

50 

5,000 

Monthly  ; 

:  Republic  Industries 

44 

1 

35 

149 

213 

12 

111 

0.64 

54.8 

NA 

NA 

Rpniihlir  Npu/  Vnrk 

99 

38 

94/8 

66 

142 

1  c 

16 

11^ 
114 

7.68 

12.4 

1.9 

12 

42* 

7* 

40/4 

47 

126 

10 

108 

1.77 

23.0 

NA 

NA 

\  Reynolds  Metals 

66 

40 

64/8 

10 

94 

14 

112 

3.63 

17.7 

2.2 

-3 

Yes 

25 

3,000 

Quarterly  i 

i  Rhone-Poulenc  Rorer 

81 

31 

75/8 

22 

105 

-3 

96 

3.79 

20.0 

1.7 

13 

Yes 

25 

3,000 

Quarterly  i 

:  Richfood  Holdings 

28 

5 

22/8 

22 

104 

-7 

91 

1.45 

15.4 

0.5 

20 

niggd  nduuiidi 

23 

6 

20/8 

74 

149 

20 

118 

1.17 

17.6 

1.0 

NA 

nllc  nlU 

47 

15 

44/8 

36 

116 

11 

109 

2.44 

18.1 

1.8 

10 

Yes 

25 

25,000 

Annually  ; 

i  RJR  Nabisco 

52 

22 

33/8 

1 

87 

0 

98 

2.99 

11.3 

6.1 

NA 

i  Rockwell  Intit 

71 

22 

67/8 

26 

108 

11 

110 

3.58 

19.0 

1.7 

6 

Yes 

10 

1,000 

Monthly 

;  Rohm  and  Haas 

95 

47 

90/8 

30 

111 

10 

109 

6.18 

14.6 

2.0 

8 

Rnncoupit  PinI  Rrniin 
nuuocvcii  mil  uiuup 

24 

4 

22/8 

21 

104 

7 

105 

1.98 

11.3 

3.0 

30 

Yes 

25 

1,000 

Monthly 

nuuoc 

32 

11 

29/8 

39 

119 

_7 

9? 

DC 

NA 

NA 

3.4 

11 

Yes 

50 

None 

Quarterly  : 

i  Rubbermaid 

37 

21 

24/8 

-18 

70 

7 

105 

1.25 

19.3 

2.5 

12 

Yes 

50 

5,000 

Monthly 

:  Ryder  Systemt 

34 

20 

31/4 

14 

98 

11 

109 

2.18 

14.3 

1.9 

0 

Yes 

25 

60,000 

Annually  ; 

;  Rykoff-Sexton 

25 

11 

18/8 

22 

104 

14 

112 

0.57 

31.8 

0.3 

0 

Yes 

50 

500 

Quarterly  i 

^afprn 

OdICbU 

44 

21 

40 

14 

98 

2 

100 

3.29 

12.2 

2.9 

10 

Qafpu/au 

OdlCWdJ 

52 

5 

49/4 

81 

155 

16 

114 

2.36 

21.1 

NA 

NA 

1  StJoet 

93 

34 

89 

53 

131 

37 

135 

NA 

NA 

0.2 

0 

1  St  Jude  Medical 

46 

17 

35 

-10 

77 

-17 

81 

1.87 

18.7 

NA 

NA 

:  St  Paul  Bancorp 

29 

8 

28/8 

39 

119 

20 

118 

1.96 

14.3 

1.7 

12 

Yes 

50 

1,500 

Quarterly  i 

':  St  Paul  Cn^ 

o(  r  aui  vuo 

73 

33 

69/2 

29 

110 

19 

117 

5.63 

12.3 

2.5 

7 

Yes 

10 

60,000 

Annually  i 

:  ^^iliip  Map 
oaiiic  Iliac 

114 

31 

107/8 

29 

1  in 

7.64 

14.1 

1.6 

11 

i  Salomon 

61 

27 

54/8 

49 

128 

15 

113 

5.27 

10.3 

1.2 

0 

Yes 

10 

3,000 

Quarterly  \ 

j  Sara  Lee 

41 

19 

39/8 

19 

101 

5 

103 

2.03 

19.3 

2.1 

10 

Yes 

10 

5,000 

Quarterly  ; 

:  SBC  Communications 

60 

28 

55/8 

9 

93 

7 

106 

3.73 

14.9 

3.2 

4 

Yes 

50 

120,000 

Annually  \ 

OUdlld 

29 

19 

25/8 

-3 

83 

-6 

92 

2.06 

12.2 

6.0 

2 

Yes 

25 

100,000 

Annually  : 

^rhprinff-Plniiffh 

ouiici  iiig  r  luugit 

82 

25 

78/8 

35 

116 

21 

119 

3.76 

20.8 

1.7 

14 

Yes 

25 

36,000 

Annually  i 

Schullert 

15 

7 

11/4 

35 

116 

6 

104 

0.82 

13.7 

1.1 

NA 

Charles  Schwab 

AO 

35 

6/ 

117 

13 

111 

1.50 

24.0 

0.6 

38 

Yes 

25 

5,000 

Monthly 

SCI  Systems 

63 

7 

49/8 

39 

119 

11 

109 

3.24 

15.2 

NA 

NA 

EW  Scrippst 

52 

23 

35/4 

32 

113 

2 

100 

1.63 

21.9 

1.5 

7 

Seagate  Technology 

56 

6 

44/2 

49 

127 

13 

111 

3.13 

14.2 

NA 

NA 

Sears,  Roebuckt 

61 

30 

54 /s 

9 

94 

19 

117 

3.62 

15.2 

1.7 

-17 

Yes 

25 

3,000 

Monthly 

*Range  Is  for  less  than  period  indicated.  tPrices  as  origii.aliy  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Stock  prices  as  of  Mar  '..1997. 


Sources:  Wiliiam  O'Neil  &  Co.:  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Sen/lces;  Telemet  Orion;  Forbes. 
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need  time  to  grow,  you  should  expect  it 
u  con  join  othere  who  gave  thidc,  yellow 

IF  YOU  THINK  YOU  HAVE  TOENAIL  FUNGUS,  ASK  YOUR 
DOaOR  OR  OTHER  HEALTHCARE  PROFESSIONAL,  OR  CALL 


1-800-595-NAILS  ext.  268 

AND  GET  YOUR  FREE  SPORANOX  "KICK-IT  KIT." 


Whot  you  should  know  about  the  safety  of  SPORANOX:  SPORANOX  has  been  well 
tolerated  In  patients,  in  dinical  trials  involving  patients  with  thick,  hard,  yellowish, 
ond/or  brittle  noils  (onychomycosis),  the  following  adverse  effects  led  to  either  a 
temporary  or  a  permanent  discontinuation  of  treatment:  elevated  liver  enzymes 
(4%),  gastrointestinal  disorders  (4%),  and  rosh  (3%).  WARNING: 
SPORANOX  must  not  be  taken  with  terfenadine  (Seldane®),  ostemizole 
\  (HismanoP),  cisapride  (Propulsid®),  or  oral  triazolam  (Halcion®).  In  rare 
instances,  there  were  reports  of  elevated  liver  enzymes  and  hepatitis, 
if  you  feel  unusually  tired  or  sick  to  your  stomach,  have  fiulike 
\  symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
dork  urine  or  pale  stools,  stop  taking  SPORANOX  and  notify 
^''^  your  doctor  immediately.  If  you're  pregnant  or  considermg 

pregnancy,  you  should  not  take  SPORANOX.  Take 
SPORANOX  only  as  directed  by  your  doctor,  and  report 
any  adverse  effects  to  your  doctor  as  soon  as  possible. 


world  leader  in  antifungal  research 
JANSSEN  M  Z^^^f^Z 


Tltusville,  NJ  08560-0200 


100  mg  r^M 

sporanox 

QtracxDnazole]  Capsules 

1-800-595-NAILS  ext.  268 


Please  see  importanl  precautionary  information  on  adjacent  page. 
©  Janssen  Pfiarmaceutica  Inc.  1997  JPI-SP-232  January  1997  Printed  In  U.S.A. 


100  mg 

sporanox 

[itraconazole  capsules) 

Before  prescribing,  please  consul!  complete  prescribing  informalion  of  which  the  following  is  a  brief  summary. 


WARNING:  Coadministration  of  terfenadine  with  itraconazole  is  conlraindicated.  Senous  cardiovascular  adverse  events,  including 
death,  ventricular  tachycardia,  and  torsades  de  pointcs  have  occurred  in  patients  taking  itraconazole  concomitantly  with 
terfenadine  Tliis  is  due  to  elevated  terfenadine  concentrations  caused  by  itraconazole.  See  CONTRAINDICATIONS,  WARNINGS, 
and  PRECAUTIONS  sixlions. 

Another  oral  azole  antifungal,  keloconazole,  inhibits  the  metabolism  of  astemizole,  resulting  in  elevated  plasma  concentrations  of 
astemizole  and  its  active  metabolite  desmethylastemizole,  which  may  prolong  QT  intervals.  Based  on  results  of  an  in  vitro  study  and 
the  chemical  resemblance  of  itraconazole  and  ketoconazole,  coadministration  of  astemizole  and  itraconazole  is  contraindicaled.  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sations. 

Coadministralion  of  cisapride  with  itraconazole  is  conlraindicated.  Serious  cardiovascular  adverse  events  including  death, 
ventncular  lachvcardia,  and  torsades  de  pomtcs  have  occurred  in  patients  taking  itraconazole  concomitantly  with  cisapride.  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sections. 


INDICATIONS  AND  USAGE 

SPORANOX  (itraconazole  capsules)  is  indicated  for  the  treatment  of  the  following  fungal  infections  in  immunocompromised  and  non- 
immunocompromised  patients: 

1.  Blastomycosis,  pulmonary  and  extrapulmonary; 

2.  Histoplasmosis,  including  chronic  cavitary  pulmonary  disease  and  disseminated,  non-meningeal  histoplasmosis; 

3.  Aspergillosis,  pulmonary  and  extrapulmonary,  in  patients  who  are  intolerant  ol  or  who  are  refractory  to  amphotericin  B  therapy;  and 

4.  Onychomycosis  due  to  dermatophytes  (tinea  unguium)  of  the  toenail  with  or  mthout  tingcmail  involvement 
CONTRAINDICATIONS 

Coadministration  of  terfenadine,  astemizole  or  cisapride  with  SPORANOX  (itraconazole  capsules)  is  conlraindicated.  (See  BOX  WARNING, 
WARNINGS,  and  PRECAUTIONS  sections.) 

Concomitant  administration  of  SPORANOX  with  oral  tnazolam  or  with  oral  midazolam  is  contraindicated  (See  PRECAUTIONS  section.) 
SPORANOX  should  not  be  administered  for  the  treatment  ol  onychomycosis  to  pregnant  pahenis  or  to  women  contemplating  pregnancy. 
SPORANOX  is  contraindicated  in  patients  who  have  shown  hypersensitivity  to  the  drug  or  its  excipients.  There  is  no  information  regarding  cross 
hypersensitivity  between  itraconazole  and  other  azole  antifungal  agents.  Caution  should  be  used  in  prescribing  SPORANOX  to  patients  with 
hvpersensih\'itv  to  other  azoles. 
WARNINGS 

In  U.S.  clinical  trials  prior  to  markehng,  there  have  been  three  cases  ol  reversible  idiosyncrahc  hepatitis  reported  among  more  than  2500  patients 
taking  SPORANOX  (itraconazole  capsules).  One  patient  outside  the  U.S.  developed  fulminant  hepatitis  and  <ned  during  SPORANOX 
administration.  Since  this  patient  was  on  multiple  medications,  the  causal  association  with  SPORANOX  is  uncertain.  If  chnical  signs  and 
symptoms  consistent  with  liver  disease  develop  that  may  be  attributable  to  itraconazole,  SPORANOX  should  be  disconhnued , 
Prior  to  U.S.  marketing,  there  have  been  three  cases  of  life-threatenmg  cardiac  dysrhythmias  and  one  death  reported  in  patients  receiving 
terfenadine  and  itraconazole.  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PkECAUTlONS  sections.) 

Coadministration  of  astemizole  with  SPORANOX  is  contraindicated.  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS 
sections.) 

Concomitant  admi.nistration  of  oral  keloconazole  with  asapride  has  resulted  in  markedly  elevated  cisapride  plasma  concentrations,  prolonged 
QT  inter\al5,  and  has  rarely  been  associated  with  ventricular  arrhythmias  and  torsades  de  pointes.  Due  to  potent  in  nlro  inhibition  of  the  hepatic 
enzyme  system  mainly  responsible  for  the  metabolism  of  cisapride  (cytochrome  P450  3A4),  itraconazole  is  also  expected  to  markedly  raise 
cisapride  plasma  concentrations;  therefore,  concomitant  use  of  cisapride  with  SPORANOX  is  contraindicated.  (See  BOX  WARNING, 
CONTRAINDICATIONS  and  PRECAUTIONS  sections.) 
PRECAUTIONS 

Gfiicriil:  Hepatic  enzyme  test  values  should  be  momtored  m  patients  with  preexisting  hepatic  function  abnormalities.  Hepatic  enzyme  test  values 
should  be  monitored  penodicallv  in  all  patients  receivmg  continuous  treatinent  for  more  than  one  month  or  at  any  time  a  patient  develops  signs 
or  symptoms  suggestive  of  liver  dyshmction. 
SPORANOX  (ittaconazole  capsules)  should  be  administered  after  a  full  meal. 

Under  fasted  conditions,  itraconazole  absorption  was  decreased  in  the  presence  of  deaeased  gastric  acidity.  The  absorption  of  itraconazole  may 
be  deaeased  with  the  concomitant  administration  of  anlaads  or  gastric  aad  secretion  suppressors.  Shidies  conducted  under  fasted  conditions 
demonsttated  that  administtation  with  8  ounces  of  a  cola  beverage  resulted  in  inaeased  absorption  of  itraconazole  m  AIDS  patients  with  relative 
or  absolute  ac'hlorhydna.  This  increase  relative  lo  the  effects  ol  a  hill  meal  is  unknown. 
Iiifonwiimi  for  pulitnls:  Patients  should  be  instnicfed  lo  take  SPORANOX  with  a  hill  meal. 

Patients  should  be  instructed  to  report  any  signs  and  symptoms  that  may  suggest  liver  dysfunction  so  that  the  appropriate  laboratory  testing  can 
be  done  Such  signs  and  symptoms  may  include  unusual  fatigue,  anorexia,  nausea  and  /or  vomiting,  jaundice,  dark  unne  or  pale  stool. 
Drug  lulmdmi:  Both  ifraconazole  and  its  major  metabohte,  hydrox\itraconazole,  are  inhibitors  of  the  cytochrome  P450  3A4  enzyme  system. 
Coadministiation  of  SPORANOX  and  drugs  primanlv  metabohzed  by  the  cytochrome  P450  3A4  enzyme  system  may  result  in  inaeased  plasma 
concentrations  of  the  drugs  that  could  inaease  or  prolong  both  therapeutic  and  adverse  effects.  Therefore,  unless  otherwise  spedlied,  appropriate 
dosage  adjustments  may  be  necessary. 

Coadministration  of  terfenadine  with  SPORANOX  has  led  lo  elevated  plasma  concenttations  of  terfenadine,  resulting  in  rare  instances  of  life- 
threatening  cardiac  dysrhythmias  and  one  death.  (See  BOX  WARNING,  (:ONTRAINDlCAnONS  and  WARNINGS  sections.) 
Another  oral  azole  antihingal,  ketoconazole,  inhibits  the  metabolism  of  astemizole,  resulting  in  elevated  plasma  concentrations  of  astemizole  and 
its  active  metabolite  desmethylastemizole  which  may  prolong  QT  intervals,  fii  vilro  data  suggest  that  itraconazole,  when  compared  to 
ketoconazole,  has  a  less  pronounced  effect  on  the  biotiansiormation  system  responsible  for  the  iretaoolism  of  astemizole.  Based  on  the  chemical 
resemblance  of  itraconazole  and  ketoconazole,  coadministration  of  astemizole  with  itraconazole  is  contraindicated.  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  WARNINGS  sections  ) 

Human  pharmacokinetics  data  indicate  thai  oral  ketoconazole  potently  inhibits  the  metabolism  of  cisapride  resulting  in  an  eight-fold  inaease  in 
the  mean  AUC  of  cisapride.  Data  suggest  that  coadminish-ation  of  oral  ketoconazole  and  cisapnde  can  result  in  prolongation  of  the  QT  interval  on 
the  ECG.  /» t'llro  data  suggest  thai  itraconazole  also  markedly  inhibits  the  biotiansiormation  system  mainly  responsible  for  the  metabolism  of 
cisapride;  therefore  concomitant  administration  of  5P0RAN0X  with  cisapride  is  conlraindicated.  (See  BOX  WARNING, 
CONTRAINDICATIONS  and  WARNINGS  sections ) 

Coadministration  of  SPORANOX  with  oral  midazolam  or  triazolam  has  resulted  in  elevated  plasma  concentrations  of  the  latter  two  drugs.  This 
may  potentiate  and  prolong  hypnotic  and  sedative  effects.  These  agents  should  not  be  used  m  patients  treated  with  SPORANOX,  If  midazolam  is 
administered  parenterally,  special  precaution  is  required  since  the  sedative  effect  may  be  prolonged.  (See  CONTRAINDICATIONS  section.) 
Coadministration  of  SPORANOX  and  cydosporine,  taaolimus  or  digoxin  has  led  to  inaeased  plasma  concentrations  of  the  latter  three  drugs. 
Cyclosponne,  taaolimus  and  digoxm  conccntiiations  should  be  monitored  at  the  initiation  of  SPORANOX  therapy  and  frequenttv  thereafter,  and 
the  dose  of  these  three  drug  products  adjusted  appropriately. 

There  have  been  rare  reports  of  rhabdomyolysis  involving  renal  transplant  patients  receiving  the  combination  of  SPORANOX,  cydosporine,  and 
the  HMC-CoA  reductase  inhibitors  lovaslaim  or  simvastatin.  Rhabdomyolysis  has  been  observed  in  patients  receiving  HMtJ-CoA  redurtase 
inhibitors  adnunistered  alone  (at  recommended  dosages)  or  concomitantiy  with  immunosuppressive  drugs  including  cydosporine 
When  SPORANOX  was  coadministered  with  phenytoin,  rifampin,  or  H;  antagonists,  reduced  plasma  concentrations  of  itraconazole  were 
reported.  The  physiaan  is  advised  to  monitor  Ine  plasma  concentrations  of  itraconazole  when  any  of  these  drugs  is  taken  concurrently,  and  to 
inaease  the  dose  of  SPORANOX  if  necessary.  Although  no  studies  have  been  conducted,  concomitant  administration  of  SPORANOX  and 
phenytom  may  alter  the  metabolism  of  phenytoin;  therefore,  plasma  concentrations  of  phenytoin  should  also  be  monitored  when  it  is  given 
conairrently  with  SPORANOX. 

It  has  been  reported  that  SPORANOX  enhances  the  anticoagulant  effect  of  coumarin-like  drugs.  Therefore,  prothrombin  time  should  be  carefully 
monitored  in  patients  receinng  SPORANOX  and  coumarin-like  drugs  simultaneously. 

Plasma  concenti-ations  of  azole  antihingal  agents  are  reduced  when  given  concurrently  with  isoniazid.  Itraconazole  plasma  concentrations  should 
be  monitored  when  SPORANOX  and  isoniazid  are  coadministered. 

Severe  hypoglycemia  has  been  reported  in  patients  concomitantly  receiving  azole  antihingal  agents  and  oral  hypoglycemic  agents.  Blood  glucose 

concentrations  should  be  carefully  monitored  when  SPORANOX'and  oral  hypoglycemic  agents  ai?  coadministered. 

Tinnihis  and  decreased  hearing  have  been  reported  in  patients  concomitantly  receiving  SPORANOX  and  quinidinc.  Edema  has  been  reported  in 

patients  concomitantly  receiving  SPORANO)(  and  dihydropyridine  caldum  channel  blockers.  Appropriate  dosage  adjustinents  may  be  necessarv. 

The  results  from  a  study  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  ♦  0.4  mg/kg/day,  showed  that  the 

pharmacokinetics  of  zidovudine  were  not  affected  dunng  conconuiant  administration  of  SPORANOX,  100  mg  b.i.d. 

Oirmogemis.  Miite^nicsis  mil  hipaimal  ol  fcrlilily:  Itraconazole  showed  no  evidence  of  cardnogenidty  potential  in  mice  treated  orally  for 

23  months  at  dosage  levels  up  to  80  mg/kg/day  lapproximatdy  lOx  the  maximum  recommended  human  dose  (MRHD)|.  Male  rats  treated  with 

25  mg/kg/day  (3.1x  MRHD)  had  a  slightly  increased  inddence  of  soft  tissue  sarcoma.  These  sarcomas  may  have  been  a  consequence  of 

hypercholesterolemia,  which  is  a  response  of  rats,  but  not  dogs  or  humans,  to  chronic  itraconazole  administration.  Female  rats  treated  with 


50  mg/kg/day  (6.25x  MRHD)  had  an  inaeased  mddence  of  squamous  cell  caronoma  of  the  lung  (2/50)  as  compared  to  the  untieated  ^  L 
Although  the  occurrence  of  squamous  cell  caronoma  m  the  lung  is  extremdy  uncommon  m  untreated  rats,  the  increase  in  this  stiidy  wj 
statistically  significant. 

Itraconazole  produced  no  mutagenic  effects  when  assayed  m  appropriate  bacterial,  non-mammalian  and  mammalian  test  systems. 
Itraconazole  did  not  affect  the  fertility  of  male  or  female  rats  treated  orally  with  dosage  levels  ol  up  to  40  mg/kg/day  (5x  MRHD)  even  tt 
parental  toxidty  was  present  at  this  dosage  levd.  More  severe  signs  of  parental  toxidty,  induding  death  were  present  in  the  next  higher  d 
level,  l(iOmg/kg/day(20x  MRHD). 

Prmmr  Teratogenic  Effects  Pregnancy  Category  C:  Itraconazole  was  found  lo  cause  a  dose-related  increase  m  maternal  tox 
embryotoxidty  andteratogeniaty  in  rats  at  dosage  leveLs  of  approximately  40-160  mg/kg/day  (5-20x  .MRHD)  and  in  mice  at  dosage  lev 
approximately  80  mg/kg/^ay  (tOx  MRHD)  In  rats,  the  leratogeraoty  consisted  of  major  skeletal  defeds;  m  mice  it  consisted  ol  i-ncephal 
and/or  maaoglossia. 

There  are  no  stiidies  in  pregnant  women  SPORANOX  should  be  used  for  the  treatinent  of  systemic  hingal  infections  in  pregnancy  only 
benefit  outwdghs  the  potential  nsk  SPORANOX  should  not  be  administered  for  the  heatment  of  onychomycosis  to  pregnant  pahenlsi 
women  contemplating  pregnancy  SPORANOX  should  not  be  administered  to  women  of  child-bearing  potential  lur  the  treatme 
onychomycosis  unless  they  are  taking  effective  measures  to  prevent  pregnancy  and  the  patient  beems  therapy  on  the  second  or  third  day 
next  normal  menstrual  period.  Effertive  contraception  should  be  continued  throughout  SPORANOX  therapy  and  for  2  months  folli] 
tieatment. 

Wiirsiii;  Mollim:  Itiaconazole  is  exacted  in  human  milk;  therefore,  SPORANOX  should  not  be  administered  to  nursing  women 
Peiiiihic  Use:  The  efficacy  and  safety  of  SPORANOX  have  not  been  estabhshed  in  pediatiic  patients  No  pharmacokinetic  data  are  avaiiaj 
children  A  small  number  of  patients  age  3  to  16  years  have  been  ti-eated  with  100  mg/day  of  itraconazole  for  systemic  hingal  infections  al 
serious  unexpeded  adverse  effects  have  been  reported. 

In  three  toxicology  stiidies  using  rats,  itiaconazole  induced  bone  defects  at  dosage  levels  as  low  as  20  mg/kg/day  (2  5x  MRHD)  The  mil 
defeds  induded  reduced  bone  plate  activity,  thinning  of  the  zona  comparta  of  the  Targe  bones  and  maeased  bone  fragihtv  At  a  dosage  le\  el 
mg/kg/ day  (lOx  MRHD)  over  one  year  or  160  mg/kg/day  I20x  MRHD)  for  six  months,  itiaconazole  induced  small  tooth  pulp  with  nvpocd 
appearance  m  some  rats. 

While  no  such  bone  toxidty  has  been  reported  in  adult  patients,  the  long  term  effect  of  itraconazole  m  pediatiic  patients  is  unknown 
HIV-mliM  Patmti:  Because  hypochlorhydna  has  been  reported  in  HlV-mfeded  individuals,  the  absorption  of  itiaconazole  in  these  patienll 
be  decreased. 

The  results  from  a  study  in  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  *  0.4  mg/kg/dav,  showed  l.hj 
pharmacokinetics  ol  zidovudine  were  not  affeded  during  concomitant  administtation  ol  SPORANOX,  11)0  mg  b.i.d. 
ADVERSE  REACTIONS 

In  U  ,S  clinical  tnals  poor  to  marketing,  there  have  been  three  cases  oi  reversible  idiosynaatic  hepatitis  reported  among  more  than  2500  pal 
One  patient  outside  the  U  S.  devdoped  fiilminant  hepatitis  and  died  dunng  SPORANOX  (iti-aconazole  capsules)  administration.  BecauS 
patient  was  on  multiple  medications,  the  causal  association  with  SPORANOX  is  uncertain  (See  WARNINGS  section.) 
ONYCHOMYCOSIS: 


Adverse  events  in  the  foUowing  table  led  to  either  temporary  or  permanent  discontinuation  of  tteatinent: 


Inddence  (Vt) 

Body  System/ Adverse  Event 

(n=112) 

Elevated  Liver  Enzymes 

(>2x  normal  range) 

47, 

Gasttoinlestinal  Disorders 

45f 

Rash 

35f 

Hypertension 

2'* 

Orthostatic  Hypotension 

1'; 

Headache 

]',, 

Malaise 

i"; 

Myalgia 

i^; 

Vascuhtis 

n 

Vertigo 

n 

SYSTEMIC  FUNGAL  INFEQIONS 


Adverse  expenence  data  m  the  following  table  are  denved  from  602  patients  tteated  for  systemic  fiingal  disease  in  U.S  dmical  tnals,  whc 
immunocompromised  or  recriving  multiple  concomitant  medications  Of  these  patients,  treatinent  was  discontinued  m  10  57,  of  patients  ( 
adverse  events.  The  median  duration  before  discontinuation  ol  therapy  was  81  days,  with  a  range  of  2-776  days  The  table  lists  adveree  ( 
reported  by  at  least  17,  of  patients. 


Body  System/Adverse  Event 

(lnadence>17,) 

lnadence(7(} 

Gastrointestinal  Disorders 

Nausea 

10.6 

Vomiting 

51 

Diarrhea 

3.3 

Abdominal  Pain 

T5 

Anorexia 

12 

Body  as  a  Whole 

Edema 

3.5 

Fatigue 

2.8 

Fever 

2.5 

Malaise 

12 

Skin  and  Appendages 

Rash 

86- 

Prurihis 

25 

Central  and  Peripheral  Nervous  System 

Headache 

3.8 

Dizziness 

17 

Psychiatiic  Disorders 

Libido  deaeased 

1.2 

Somnolence 

12 

Cardiovascular  Disorders 

Hypertension 

3.2 

Metabolic  and  Nutritional  Disorders 

Hypokalemia 

2.0 

Urinary  System  Disorders 

Albuminuria 

12 

Liver  and  Biharv  System  Disorders 

Hepatic  function  abnomial 

Reproductive  Disorders,  Male 

Impotence 

12 

*Rash  tends  to  occur  more  frequentlv  in  immunocompromised  patients  receivmg  immunosuppressive  medications. 

Adverse  events  infrquentlv  reported  m  all  studies  indaded:  constipation,  gastritis,  depression,  insomnia,  tinnitus,  menstrual  disorder,  aij 

insuf  fiaency,  gynecomastia  and  male  breast  pain. 

In  worldwide  postmarketing  expenence  with  SPORANOX,  allergic  reactions  including  rash,  pruritus,  urticaria,  angioedema  and  in  rare  insll 
anaphylaxis  and  Stevens-)ohnson  syndrome,  have  been  reported.  Marketing  expenences  have  also  included  reports  of  ele\'ated  liver  enzvmt 
rare  hepatitis.  Although  the  causaf  association  with  SPORANOX  is  uncertam,  rare  hypertiiglyceridemia  and  isolated  cases  of  neuropathv 
also  been  reported. 
OVERDOSAGE 

Itraconazole  is  not  removed  by  dialysis.  In  the  event  of  acadental  overdosage,  supportive  measures,  including  gastric  lavage  with  s 
bicarbonate,  should  be  employed. 

No  significant  lethality  was  observed  when  itraconazole  was  administered  orally  to  mice  and  rats  at  dosage  levels  of  320  mg/kg  or  to  d 
200  mg/kg. 
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latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

re!  to 

price 

relto 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

i  Security  Capital 

87* 

34* 

84  y4 

54% 

132 

15% 

113 

$5.45 

15.6 

1.4% 

NA 

:  Service  Corp  IntI 

34 

8 

33  ys 

44 

123 

19 

117 

1.28 

26.1 

0.9 

5% 

:  Service  Merchandise 

15 

4 

3^4 

-33 

57 

-9 

89 

0.48 

7.8 

NA 

NA 

:  Shaw  Industries 

26 

10 

13 '/a 

19 

102 

17 

115 

0.85 

16.3 

2.2 

28 

i  Shenwln-Willlams 

29 

13 

Wh 

28 

111) 

-i 

9o 

1.51 

18.5 

1.4 

12 

Yes 

$10 

$2,000 

Monthly 

:  SIgma-Aldrlch 

33 

15 

32  K8 

9 

94 

3 

101 

1.66 

19,4 

0.8 

12 

;  Signet  Banklngt 

44 

14 

31% 

27 

109 

2 

100 

2.34 

13.4 

2.7 

17 

Yes/5.0% 

10 

10,000 

Monthly  : 

:  Silicon  Graphics 

46 

7 

22^8 

-7 

80 

-11 

87 

0.88 

25,7 

NA 

NA 

;  Smithfleld  Foods 

42 

13 

37^4 

26 

108 

-1 

98 

2.90 

13.0 

NA 

NA 

i  Smith's  Food  &  Drug 

39 

18 

34% 

44 

1  OQ 

1  yl 

1.73 

20.2 

NA 

NA 

:  Solectron 

61 

9 

48% 

12 

96 

-9 

90 

2.74 

17.8 

NA 

NA 

I  Sonat 

57 

15 

5114 

49 

127 

-1 

98 

2.63 

19.4 

2.1 

2 

Yes 

50 

6,000 

Quarterly  : 

i  Sonoco  Products 

31 

18 

26% 

-3 

83 

3 

101 

1.87 

14.2 

2.5 

8 

Yes 

10 

500 

Monthly 

:  Southern  Co 

26 

16 

21 

-9 

78 

-7 

91 

1.80 

11.7 

6.2 

3 

Yes 

25 

150,000 

Annually  : 

:  Southern  National 

41 

13 

40% 

46 

1  1 
11 

1  no 
luy 

2.97 

13.5 

2.7 

19 

Yes 

25 

10,000 

Monthly  i 

:  So  New  Eng  Telecom 

46 

28 

36% 

-5 

81 

-6 

93 

3.12 

11.7 

4.8 

0 

Yes 

None 

3,000 

Quarterly  ; 

i  Southland 

8 

1 

2% 

-11 

76 

-1 

97 

0.24 

12.2 

NA 

NA 

:  SouthTrust 

42 

15 

38% 

42 

121 

11 

109 

3.00 

12.9 

2.6 

14 

Yes 

25 

10,000 

Monthly  \ 

:  Southwest  Airlines 

39 

12 

23% 

-24 

65 

7 

105 

1.62 

14.5 

0.2 

5 

;  Sovereign  Bancorp 

14 

4 

13% 

46 

\L'\ 

01 

1 1  Q 

iiy 

1.09 

12.1 

0.6 

3 

Yes/5.0 

50 

5,000 

Quarterly  • 

i  Spiegel 

27 

5 

7% 

-25 

64 

11 

109 

0.22 

35.5 

NA 

NA 

1  Sprlntt 

46 

21 

43 

21 

104 

8 

106 

2.53 

17.0 

2.3 

0 

Yes 

25 

5,000 

Quarterly  ■ 

i  Standard  Federal 

58 

17 

57% 

40 

120 

2 

100 

5.27 

11.0 

1.4 

14 

Yes 

25 

3,000 

Quarterly 

i  Stanley  Works 

41 

16 

39% 

43 

122 

45 

143 

2.09 

18.8 

1.9 

3 

Yes 

25 

5,000 

Monthly 

1  Staples 

26 

5 

21% 

13 

Q7 

y/ 

91 

1 1  Q 

0.86 

25.4 

NA 

NA 

i  Star  Banc 

45 

9 

44% 

115 

184 

44 

142 

2.13 

20.8 

1.8 

16 

Yes 

50 

5.000 

Quarterly 

;  State  Street  Boston 

84 

28 

79% 

69 

144 

23 

121 

4.06 

19.5 

1.0 

15 

Yes 

10 

1,000 

Monthly 

i  Stone  Container 

30 

6 

12% 

-10 

77 

-13 

85 

-1.74 

NIVI 

NA 

NA 

;  Storage  Technology 

69 

18 

40% 

52 

130 

-15 

84 

3.57 

11.4 

NA 

NA 

i  Sumitomo  Bank  Calif 

32 

20 

29 

15 

lb 

1  1  N 
114 

NA 

NA 

2.8 

-19 

Yes 

i  Summit  Bancorp 

50 

15 

47% 

32 

113 

8 

107 

3.65 

13.0 

3.0 

22 

Yes 

10 

25,000 

Quarterly 

i  Sun  Co 

35 

22 

27% 

-6 

80 

12 

110 

1.37 

19.9 

3.7 

-15 

Yes 

None 

10,000 

Quarterly 

:  Sun  Microsystems 

35 

5 

30% 

31 

112 

17 

115 

1,80 

16.7 

NA 

NA 

:  SunAmerIca 

51 

5 

44% 

86 

159 

1 

99 

2.61 

17.2 

0.9 

45 

:  Sunbeam 

34* 

11* 

32% 

87 

loU 

97 
LI 

1 9<; 

1,33 

24.4 

0.1 

17 

:  SunTrust  Banks 

55 

17 

51% 

47 

125 

4 

102 

3.02 

17.0 

1.8 

13 

Yes 

10 

60,000 

Annually  . 

i  Supervalu 

40 

22 

30  ys 

-3 

83 

8 

106 

2.82 

10.9 

3.3 

7 

Yes 

10 

3,000 

Quarterly 

i  Synovus  FinI 

26 

6 

25% 

86 

159 

18 

116 

0.92 

27.3 

1.4 

20 

Yes 

25 

2,500 

Monthly 

i  Sysco 

36 

21 

34  ys 

5 

90 

6 

104 

1.73 

20.0 

1.7 

27 

Yes 

i  Tandy 

64 

22 

52% 

12 

Qfi 

1Q 

1  1  7 

3.30 

15.8 

1.5 

8 

i  TCF  Financial 

48 

9 

44  ys 

27 

109 

3 

101 

3.49 

12.8 

1.7 

31 

Yes 

25 

5,000 

Quarterly 

j  Tech  Data 

36 

7 

25% 

69 

145 

-6 

92 

1.61 

15.9 

NA 

NA 

i  TECO  Energy 

27 

18 

24% 

3 

88 

2 

100 

1.76 

13.9 

4.6 

5 

Yes 

25 

100,000 

Annually 

;  Tele-Com-Liberty 

24* 

14* 

21% 

20 

103 

15 

113 

0.11 

NIVI 

NA 

NA 

i  Tele-Com-TCIt 

26 

12 

13% 

-27 

62 

2 

101 

-0.38 

NIVI 

NA 

NA 

;  Tele  &  Data  Systems 

57 

30 

39  ys 

-15 

73 

9 

108 

1.04 

38,1 

1.1 

6 

Yes/5.0 

10 

5,000 

Quarterly  ; 

;  Tellabs 

47 

1 

38% 

62 

139 

1 

100 

1.20 

31,8 

NA 

NA 

i  Temple-Inland 

57 

37 

55% 

22 

105 

3 

101 

2.12 

26,2 

2.3 

7 

Yes 

25 

1,000 

Quarterly  : 

;  Tenet  Healthcare 

30 

7 

29% 

44 

123 

34 

132 

1.73 

17,0 

NA 

NA 

:  Tennecot 

59 

33 

39% 

-14 

74 

-13 

86 

2.82 

13,9 

3.1 

NA 

i  Terra  Industries 

15 

4 

14 

9 

93 

-5 

93 

1.78 

7,9 

1.1 

61 

:  Texaco 

110 

56 

101% 

22 

104 

3 

102 

6.26 

16,2 

3.4 

1 

Yes 

50 

120,000 

Annually  : 

*Range  is  for  less  than  period  indicated.  tPrices  as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable, 
NM:  Not  meaningful,  E:  Estimate.  Stock  prices  as  of  IVIar.  14, 1997. 

Sources:  William  O'Neil  &  Co.:  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion:  Forbes. 
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Company   Stock  price    Stock  performance         1997  estimated     —Dividends—   Dividend  reinvestment  plan- 


5-year 

recent 

latest  12'months 

year  to  date 

EPS 

P/E 

yield 

S-year 

available/ 

additional  purchase 

high 

low 

price 

relto 

price 

relto 

growth 

discount 

amount 

frequency 

change 

market  change  market 

• 

rate 

min 

max 

I  Texas  Instruments 

87 

16 

64% 

140 

35% 

133 

$3,29 

26,1 

0.8% 

18% 

Yes 

i  Texas  Utilities 

50 

30 

36/4 

-7 

79 

-11 

88 

3.38 

10.7 

5.8 

-9 

Yes 

$25 

$4,000 

Monthly 

i  Textron 

105 

34 

101^4 

29 

110 

8  ■ 

106 

6.44 

15.8 

2.0 

12 

Yes 

25 

1,000 

Monthly 

:  Thermo  Electron 

44 

11 

36 

-11 

76 

-13 

86 

1.59 

22.6 

NA 

NA 

i  3Com 

81 

2 

341/4 

-23 

66 

-53 

46 

2.54 

13.5 

NA 

NA 

i  TIG  Holdings 

38* 

17* 

35 

12 

96 

3 

102 

2.87 

12.2 

1.7 

34 

i  Time  Warner 

47 

22 

423/4 

-2 

84 

14 

112 

-0.62 

NM 

0.8 

11 

Yes/5.0% 

25 

10,000 

Quarterly  i 

:  Times  Mirror 

56 

17 

54/8 

44 

123 

10 

108 

2.13 

25.6 

0.7 

-30 

Yes 

250 

10,000 

Quarterly  . 

j  Timken 

55 

23 

54% 

18 

101 

19 

117 

4.83 

11.3 

2.4 

5 

Yes/5.0 

;  TJX  Cos 

48 

11 

46 

76 

151 

-3 

96 

2.86 

16.1 

0.6 

-4 

i  Torchmark 

65 

32 

59 

34 

115 

17 

115 

4.86 

12.1 

2.0 

3 

Yes 

100 

24,000 

Annually 

i  Tosco 

32 

6 

21  Vi 

79 

153 

4 

103 

1.64 

16.8 

0.8 

2 

;  Toys 'R' Us 

43 

21 

28 

3 

88 

-6 

92 

1.96 

14.3 

NA 

NA 

i  Trans  World  Airlines 

24* 

5* 

7^8 

-63 

32 

10 

108 

-0.10 

NM 

NA 

NA 

:  Transamerica 

92 

40 

90  H 

19 

102 

15 

113 

7.23 

12.5 

2.2 

0 

Yes 

10 

5,000 

Monthly 

i  Transatlantic  Holding 

88 

29 

861/8 

27 

109 

7 

105 

6.99 

12.3 

0.6 

19 

;  Transocean  Offshore 

71* 

15* 

60 

34 

115 

-4 

94 

3.40 

17.6 

0.4 

28 

i  Travelers  Group 

58 

9 

53/4 

71 

146 

17 

115 

3.78 

14.1 

1.1 

28 

i  Tribune 

44 

19 

395/8 

20 

102 

0 

99 

2.08 

19.1 

1.6 

7 

Yes 

50 

2,000 

Monthly 

i  Trinity  Industries 

47 

18 

32 

-7 

80 

-15 

84 

3.22 

9.9 

2.1 

7 

i  Trustmark 

29 

10 

25 '/8 

20 

103 

1 

100 

2.08 

12.4 

2.2 

7 

Yes 

50 

10,000 

Quarterly 

;  TRW 

56 

23 

55/2 

26 

108 

12 

110 

3.85 

14.4 

2.2 

6 

Yes 

10 

1,000 

Quarterly 

i  Tupperware 

NA 

NA 

373/4 

NA 

NA 

-30 

69 

2.86 

13.2 

2.3 

NA 

:  Turner 

14 

7 

12/2 

37 

117 

22 

120 

NA 

NA 

NA 

NA 

:  Tyco  International 

62 

15 

60/4 

69 

144 

14 

112 

2.51 

24.0 

0.3 

2 

Yes 

25 

1,000 

Monthly 

:  Tyson  Foods 

24 

10 

21/8 

41 

121 

-7 

91 

1.06 

20.0 

0.5 

35 

Yes 

50 

None 

Monthly 

i  U  S  West  Communt 

51 

27 

34/2 

13 

96 

7 

105 

2.55 

13.5 

6.2 

0 

Yes 

25 

100,000 

Annually 

i  US  West  Media 

23* 

14* 

19/8 

-7 

80 

4 

102 

-0.55 

NM 

NA 

NA 

Yes 

25 

100,000 

Annually 

:  UALt 

71 

21 

69/8 

42 

121 

12 

110 

8.25 

8.5 

NA 

NA 

'  UCAR  International 

46* 

26* 

43  H 

18 

101 

15 

113 

3.48 

12.5 

NA 

NA 

Ultramar  Diamond 

33* 

15* 

32  H 

14 

98 

3 

101 

2.45 

13.3 

3.4 

7 

Yes 

None 

25,000 

Annually 

UMB  Financial 

43 

26 

40/4 

20 

103 

-1 

98 

3.12 

12.9 

2.0 

3 

Yes 

50 

3,000 

Quarterly 

:  Unicom 

36 

21 

21^8 

-32 

58 

-21 

78 

2.63 

8.1 

7.5 

-7 

Yes 

25 

60,000 

Annually 

Union  Camp 

61 

39 

48% 

-5 

81 

2 

100 

1.35 

36.1 

3.7 

4 

Yes 

25 

15,000 

Annually 

Union  Carbidet 

50 

11 

48/8 

2 

87 

19 

117 

4.31 

11.3 

1.5 

-2 

Yes 

25 

1,000 

Monthly 

Union  Electric 

45 

31 

36^4 

-6 

80 

-5 

94 

3.08 

11.9 

6.9 

3 

Yes 

None 

60,000 

Annually 

Union  Pacifict 

75 

44 

60/8 

18 

101 

0 

99 

3.94 

15.3 

2.8 

5 

Yes 

10 

60,000 

Annually 

Union  Pacific  Res 

32* 

21* 

26/2 

3 

88 

-9 

90 

1.46 

18.2 

0.8 

NA 

Union  Planters 

48 

15 

44/4 

51 

129 

13 

112 

3.54 

12.5 

2.9 

16 

Yes/5.0 

100 

2,000 

Quarterly 

Union  Texas  Petrol 

28 

16 

19/8 

1 

87 

-12 

86 

1.52 

12.9 

1.0 

0 

UnionBanCal 

63 

19 

58/8 

9 

93 

10 

108 

6.06 

9.6 

2.4 

0 

Yes/5.0 

25 

3,000 

Quarterly 

Unisource  Worldwide 

NA 

NA 

20 

NA 

NA 

NA 

NA 

1.51 

13.2 

4.0 

NA 

Yes 

25 

1,000 

Monthly 

Unisys 

17 

5 

6/8 

2 

87 

-2 

97 

0.38 

17.4 

NA 

NA 

United  Carolina  Bcsh 

46 

10 

45 

86 

159 

14 

112 

2.34 

19.2 

1.6 

13 

Yes 

25 

5,000 

Monthly 

United  Healthcare 

69 

17 

54 

-13 

75 

20 

118 

2.40 

22.5 

0.1 

21 

US  Bancorp 

52 

20 

48/8 

52 

130 

9 

107 

3.39 

14.4 

2.5 

12 

Yes 

25 

75,000 

Annually  i 

US  Robotics 

106 

3 

57/8 

-15 

73 

-20 

79 

3  28 

17.6 

NA 

NA 

United  Technologies 

79 

21 

76 

37 

117 

15 

113 

3.98 

19.1 

1.6 

6 

Unitrin 

56 

33 

53/4 

11 

95 

-4 

94 

3.73 

14.3 

4.5 

27 

Universal 

34 

18 

31 

14 

98 

-4 

95 

2.44 

12.7 

3.4 

8 

Yes 

10 

1.000 

Monthly 

Unocal 

46 

20 

39/4 

23 

105 

-4 

95 

2.37 

16.6 

2.0 

3 

Yes/1.0 

50 

10,000 

Monthly 

UNUM 

Of, 

32 

76/8 

30 

111 

6 

104 

4.92 

15.5 

1.5 

14 

Yes 

100 

60,000 

Annually  i 

'Range  is  for  less  than  period  indu  -       i  n'    as  originally  reported,  adjusted  for  splits;  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM:  Not  meaningful.  E:  Estimate.  Si   1         .3 ,  of  War.  14, 1997. 

Sources:  William  O'Neil  &  Co.;  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services:  Telemet  Orion;  Forbes. 
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INTERMIT  SECURITY 


PENTIUM  PRO 

PROCESSOR., 


8:25  a.m.  -  he  arrives  af  work  and  logs  onto  his  PC.  At  8:45  he  unknowingly  destroys 


350  critical  files, 

shutting  down  your  entire 

inventory  system. 

8:51  a.m.  -  he  goes  for  coffee. 

Your  company  is  crippled. 

Have  a  nice  day. 

Over  80%  of  all  security  breaches,  both 
accidental  and  deliberate,  occur  from 
within  an  organization.  You  can  help 
prevent  both  internal  and  external  breaches 
v/ith  CYBERSHIELD "  from  Data  General, 
combining  the  Internet,  Intranet  and  firev/all 
in  one  complete  and  integrated  solution. 
CYBERSHIELD  joins  Data  General's  DG/UX® 
B2  Security  Option  v/ith  technology  from  BDM 
International  and  applications  from  Oracle 
and  Open  Market.  And  CYBERSHIELD  runs  on 
Intel  Pentium®  Pro  Processor-based  AViiON® 
servers,  such  as  the  AV  4900. 
Your  company  can  run  enterprise-wide 
applications  and  conduct  transactions  over 
the  Internet  and  Intranet  with  the  highest  level 
of  security  currently  available,  just  as  major 
companies  and  government  security  agencies 
already  do.  Contact  Data  General  and  learn 
how  you  con  keep  accidents  like  this  from 
happening. 

And  really  do  have  a  nice  day. 


A  V  i  i  O  N 


iw  Data  General 

www.dg.com 

1  -800-DATA  GEN  ^ 


The  Intel  Inside 


AViiON  and  DG/UX  are  registered  Irci 
logo  and  Pentium  are  registered  trademarks  and  the  Pentii 


;d  trademarks  of  Data  General  Corporation,  CYBERSHIELD  is  a  trademark  of  BDM  International. 
Pentium  Processor  logo  and  the  Pentium  Pro  Processor  are  trademarks  of  the  Intel  Corporation.  ©  Data  General  Corporation 


Company   Stock  price  Stock  performance         1997  estimated     —Dividends—   Dividend  reinvestment  plan- 


5-year 

recent 

latest  12-months 

year  to  date 

EPS 

P/E 

yield 

5-year 

available/ 

additional  purchase 

high 

low 

price 

re!  to 

price 

rel  to 

growth 

discount 

amount 

frequency 

change 

market  change  market 

rate 

min 

max 

US  Airvifays  Group 

27 

4 

25/. 

43% 

122 

9% 

107 

$3.05 

8.3 

NA 

NA 

i  USA  Waste  Services 

39 

10 

38 

58 

135 

19. 

117 

1.63 

23.3 

NA 

NA 

;  USF&G 

23 

8 

22^2 

45 

124 

s' 

106 

1.60 

14.1 

0.9% 

0% 

Yes 

$50 

$10,000 

Quarterly 

;  USG 

81 

10 

35  K 

35 

115 

4 

102 

4.51 

7.8 

NA 

NA 

:  USLife 

49 

19 

47 '/a 

64 

140 

44 

142 

3.46 

13.8 

2.1 

6 

Yes 

25 

4,000 

Quarterly 

i  USTInc 

36 

24 

33% 

1 

86 

3 

101 

2.65 

12.6 

4.9 

16 

Yes 

10 

10,000 

Monthly 

\  USX-Marathon 

29 

16 

27 

41 

121 

13 

111 

1.80 

15.0 

2.8 

-7 

Yes 

50 

10,000 

Monthly 

;  USX-US  Steel 

46 

22 

29  H 

-20 

68 

-7 

91 

3.62 

8.0 

3.4 

0 

Yes 

50 

10,000 

Monthly 

;  UtiliCorp  United 

34 

22 

26/8 

-7 

79 

0 

98 

2.22 

12.1 

6.5 

3 

Yes 

50 

10,000 

Quarterly 

i  Valero  Energy 

34 

16 

32% 

32 

113 

14 

113 

1.83 

17.9 

1.6 

5 

i  Valley  Natl  Bancorp 

30 

14 

27  K2 

13 

97 

7 

106 

2.03 

13.5 

3.6 

12 

Yes 

50 

2,000 

Monthly 

i  Vencor 

40 

13 

36 

-1 

85 

14 

112 

2.19 

16.4 

NA 

NA 

;  VF 

71 

40 

68  K2 

22 

104 

1 

100 

4.95 

13.8 

2,2 

7 

Yes 

10 

3,000 

Quarterly 

:  Viacom 

68 

25 

36% 

-6 

80 

5 

104 

0.61 

59.6 

NA 

NA 

j  Vons  Cos 

74 

15 

70/8 

125 

193 

17 

115 

2.57 

27.3 

NA 

NA 

;  Vulcan  Materials 

67 

38 

65  K2 

18 

101 

8 

106 

5.17 

12.7 

2.9 

9 

Yes 

10 

60,000 

Annually 

j  Waban 

30 

12 

28  3/4 

10 

94 

11 

109 

2.48 

11.6 

NA 

NA 

:  Wachovia 

65 

29 

60/2 

35 

116 

7 

105 

4.15 

14.6 

2.6 

11 

Yes 

20 

15,000 

Monthly 

i  Wal-Mart  Stores 

34 

19 

28% 

21 

104 

26 

124 

1.52 

18.9 

0.9 

19 

i  Walgreen 

44 

15 

43/8 

33 

114 

7 

105 

1.71 

25.2 

1.1 

14 

Yes 

10 

5,000 

Quarterly 

;  Warner-Lambert 

90 

29 

88/8 

71 

147 

18 

116 

3.13 

28.2 

1.7 

7 

Yes 

10 

60,000 

Annually 

\  Washington  Federal 

28 

14 

24/8 

30 

111 

3 

102 

2,19 

11.4 

3,5 

10 

:  Washington  Mutual 

59 

13 

50/8 

71 

146 

16 

114 

3.78 

13.3 

2.0 

28 

Yes 

100 

5,000 

Quarterly 

:  Washington  Post 

361 

212 

351/4 

20 

103 

5 

103 

21.44 

16.4 

1.4 

3 

:  Webster  Financial 

41 

11 

38/8 

38 

118 

6 

104 

3.54 

11.0 

1.9 

18 

Yes 

100 

10,000 

Quarterly 

:  WellPoint  Healtht 

59 

23 

45/2 

20 

103 

32 

130 

2.99 

15.2 

NA 

NA 

:  Wells  Fargo 

321 

61 

306/4 

10 

94 

14 

112 

17.29 

17.7 

1.7 

40 

Yes 

150 

2,000 

Monthly 

:  Wendy's  International 

23 

10 

21% 

18 

101 

4 

103 

1.40 

15.3 

1.1 

0 

Yes 

20 

20,000 

Annually 

!  Western  Atlas 

75* 

36* 

60/4 

6 

90 

-15 

84 

2.80 

21.5 

NA 

NA 

:  Western  Digital 

77 

4 

58/8 

211 

266 

3 

101 

5.01 

11.7 

NA 

NA 

:  Western  National 

27* 

10* 

26/8 

66 

142 

38 

136 

1.78 

15.0 

0.6 

9 

Western  Resources 

37 

25 

30/8 

1 

87 

-2 

96 

2.67 

11.3 

7.0 

2 

Yes 

50 

120,000 

Annually 

Westinghouse 

21 

9 

19/4 

1 

87 

-3 

95 

0.31 

62.1 

1.0 

-27 

Yes 

100 

60,000 

Annually 

:  Westvaco 

33 

20 

28/2 

-9 

78 

-1 

98 

1.91 

14.9 

3.1 

5 

Yes 

25 

5,000 

Quarterly 

:  Weyerhaeuser 

51 

31 

47/4, 

4 

89 

1 

99 

2.30 

20.8 

3.4 

9 

Yes 

100 

5,000 

Quarterty 

Whirlpool 

74 

35 

50% 

-14 

74 

8 

106 

3.22 

15.6 

2.7 

6 

Yes 

10 

50,000 

Annually 

Whitman 

26 

12 

23/8 

3 

88 

3 

102 

1.54 

15.3 

1.8 

13 

Yes 

10 

60,000 

Annually 

Whitney  Holding 

41 

11 

40 

30 

111 

13 

111 

2.67 

15.0 

2.8 

61 

Yes 

50 

5,000 

Quarterly 

Willamette  Inds 

73 

29 

63/8 

7 

91 

-10 

88 

2.99 

21.1 

2.0 

11 

Williams  Cos 

47 

9 

46/4 

42 

121 

25 

123 

2.40 

19.5 

2.2 

18 

Wilmington  Trust 

47 

22 

46 

46 

125 

16 

115 

3.11 

14.8 

2.9 

10 

Yes 

10 

5,000 

Quarterly 

Winn-Dixie  Stores 

40 

20 

33 

-5 

81 

4 

103 

1.50 

22.0 

2.9 

11 

Yes 

10 

10,000 

Monthly  . 

Wisconsin  Energy 

32 

23 

24 

-13 

75 

-11 

88 

2.09 

11.5 

6.3 

4 

Yes 

25 

8,000 

Monthly  ; 

WMX  Technologies 

42 

23 

31/8 

3 

88 

-3 

96 

1.77 

17.9 

2.0 

5 

Yes 

25 

2,000 

Monthly 

Woolworth  _ 

35 

9 

23/8 

46 

125 

5 

103 

1.61 

14.4 

NA 

NA 

Yes 

20 

60,000 

Annually  : 

WorldCom 

29 

4 

23/8 

13 

97 

-8 

90 

0.30 

NM 

NA 

NA 

Wm  Wrigley  Jr 

63 

22 

60 

1 

86 

7 

105 

2.34 

25.6 

1.8 

15 

Yes 

50 

5.000 

Monthly 

Xerox 

63 

22 

62 

40 

119 

18 

116 

3.80 

16.3 

2.1 

3 

Yes 

10 

5,000 

Monthly  i 

Xilinx 

56 

5 

46/8 

26 

107 

25 

123 

1.75 

26.4 

NA 

NA 

Yellow 

32 

10 

16/4 

44 

124 

13 

111 

1.07 

15.2 

NA 

NA 

York  International 

57 

29 

45/4 

-6 

80 

-19 

80 

3.54 

12.8 

1.1 

72 

Zions  Bancorp 

140 

24 

123H 

72 

147 

19 

117 

7.62 

16.2 

1.4 

18 

Yes 

10 

5,000 

Quarterly  : 

*Range  is  for  less  than  ps  i ju  niuio.nad,  tPrices  as  originally  reported,  adiusted  tor  splits:  performance  includes  value  of  special  distributions.  NA:  Not  available  or  not  applicable. 
NM;  Not  meaningful  E:  Estimate.  Stock  prices  as  of  Mar  14, 1997. 

Sources:  William  O'Neil  &  Co.:  IBES  Inc.  and  Market  Guide  via  OneSource  Information  Services;  Telemet  Orion:  Forbes. 
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n  commercial  airports 


COMPANY  TO  VIRGINIA? 

Virginia  s  location  and  well- 
developed  transportation 
network  can  give  you  an 
immeasurable  advantage 
over  the  competition.  Half 
the  country's  population  and 
manufacturing  activities 
lie  v^ithin  500  miles  of 
Richmond,  Virginia's  capital. 
And,  thanks  to  our  excellent 
highways,  railways,  ports 
and  many  commercial  air- 
ports, you  can  reach  your 
markets  easily  by  land,  sea 
or  air  What's  more,  on  those 
weekends  and  holidays 
when  you  want  to  get  away 
from  it  all,  Virginia  also  has 
the  roads  to  take  you  there. 

VIRGINIA 

Contact  Wayne  Sterling,  C[D,  [xecutive  Director, 
Virginia  tconomic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Jelephone  804-37l-8202.Fax804-786-ll2l 
Or  visit  our  we/)  site  at  www.YesVirginia.org 


to 

find  The 


This  table  lists  the  chief 
executive,  principal  business, 
telephone  number,  postal 
address  and  Internet  address 
of  The  Forbes  500s  companies. 
All  this  information,  and  more, 
can  be  accessed  at 
wvwv.forbes.com. 


:  Abbott  Laboratories 

:  100  Abbott  Park  Road 
;  Abbott  Park,  IL  60064-3500 
.  CEO:  Duane  L  Bumham 

Drugs 
www.abbott.com 
847-937-6100 
Fax:  847-937-1511 

:  Adaptec 

•  691  Soutb  Mllpitas  Boulevard 
;  Mllpitas,  CA  95035 
;  CEO:  Grant  Saviers 

Computer  peripherals 
www.adaptec.com 
408-945-8600 

;  ADC  Telecommunications 

12501  Whitewater  Drive 
Minnetonka,  MN  55343 
■  CEO:  William  J  Cadogan 

Telecommunications 
www.3dc.com 
612-938-8080 
Fax:  612-946-3292 

Adobe  Systems 

345  Park  Avenue 
San  Jose,  CA  95110 
CEO:  Jobn  E  Warnock 

Computer  software 
www.adobecom 
408-536-6000 
Fax:  408-537-6000 

Advanced  Micro  Devices 

PO  Box  3453 

Sunnyvale,  CA  94088-3453 
CEO:  Walter  J  Sanders  III 

Computer  peripherals 
www.amd.com 
408-732-2400 
Fax:  408-774-7010 

Advanta 

PO  Box  844 

Springhouse,  PA  19477-0844 
CEO:  Alex  W  Hart 

Lease  &  finance 
www.advanta.com 
215-444-5335 
Fax:  215-444-5910 

AES 

1001  North  19th  Street 
Arlington,  VA  22209 
CEO:  Dennis  W  Bakke 

Industrial  services 
www.aesc.com 
703-522-1315 

Fax:  703-528-4510 

Aetna 

151  Farmington  Avenue 
Hartford,  CT  06156-3224 
CEO:  Ronald  E  Compton 

Health  care  services 
www.aetna.com 
860-273-0123 
Fax:  860-273-3971 

Aflac                             Life  &  health  insurance 
1932  Wynnton  Road  www.investquest.com/iq/a/afi 
Columbus,  GA  31999  706-323-3431 
CEO:  Daniel  P  Amos                      Fax:  706-324-6330 

HF  Ahmanson 

4900  Rivergrade  Road 
Irwindale,  CA  91706 
CEO:  Charles  R  Rinehart 

Thrift 

www.investquest.com 
818-814-7986 
Fax:  818-814-5659 

Air  Products  &  Chemicals 

7201  Hamilton  Boulevard 
Allentown,  PA  18195-1501 
CEO:  Harold  A  Wagner 

Specialty  chemicals 
www.airproducts.com 
610-481-4911 
Fax:  610-481-5900  : 

Airborne  Freight                     Air  freight 

PO  Box  662  www.airborne-express.com 
Seattle,  WA  981 1  1  206-285-4600 
CEO:  Robert  S  Cline                      Fax:  206-281-1444 

AirTouch  Communications 

One  California  Street 
San  Francisco,  CA  94111 
CEO:  Sam  Ginn 

Telecommunications  • 
www  airtouch.com 

415-658-2000  : 
Fax:  415-658-2034  : 

AK  Steel  Holding 

703  Curtis  Street 
Middletown,  OH  45043-0001 
CEO:  Richard  MWardropJr 

Steel 

513-425-5000 
Fax:  513-425-5613  . 

Albemarle 

PO  Box  1335 
Richmond,  VA  23210 
CEO:  Floyd  D  Gottwald  Jr 

Specialty  chemicals : 

804-788-6000  i 
Fax:  804-788-5688  ; 

Albertson's                 Supermarkets  &  convenience  : 
PO  Box  20  ; 
Boise,  ID  83726                              208-385-6200  ; 
CEO:  Gary  G  Michael                    Fax:  208-385-6349  : 

Alex.  Brown 

One  South  Street 
Baltimore,  MD  21202 
CEO:  Alvin  B  Krongard 

Brokerage ; 
www.alexbrown.com  ■ 
410-727-1700  : 
Fax:  410-895-3424  : 

Alleghany 

375  Park  Avenue 
New  York,  NY  10152 
CEO:  John  J  Burns  Jr 

Property  &  casualty  Ins  i 

212-752-1356  : 
Fax:  212-759-8149  : 

Allegheny  Power  System 

10435  Downsville  Pike 
Hagerstown,  MD  21740-1766 
CEO:  Alan  J  Noia 

Electric  util-NE  : 
www.alleghenypower.com  : 
301-790-3400  : 
Fax:  301-790-6109  : 

Allegheny  Teledyne 

1000  Six  PPG  Place 
Pittsburgh,  PA  15222-5479 
CEO:  Richard  P  Simmons 

Steel  : 

412-394-2800  i 
Fax:  412-394-2805  ; 
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i  Allegiance 

1  1430  Wsukegan  Road 

i  McGaw  Park,  IL  60085-6787 

i  CEO;  Lester  B  Knight 

Medical  supplies : 
847-689-8410  ! 

\  AlliedSlgnal 

;  rU  DOX  cl^O 

\  Morrisfown,  NJ  07962-2245 
i  CEO:  Lawrence  A  Bossidy 

Auto  parts ; 
www.alliedsignal.com  i 
201-455-2000  ; 
Fax:  201-455-4807  i 

i  Allmerica  Financial 

:  440  Lincoln  Street 
;  Worcester,  MA  01653 
i  CEO:  John  F  O'Brien 

Diversified  insurance : 
www.allmerica.com  : 
508-855-1000  \ 
Fax:  508-853-6332  \ 

i  Allstate 

:  LI  ij  oanoers  noao 

\  Northbrool^,  IL  60062-6127 

:  CEO:  Jerry  D  Choate 

Property  &  casualty  ins ; 
www.allstate.com  ; 
847-402-5000  i 
Fax:  847-402-0045  i 

i  Alltel 

:  One  Allied  Drive 
:  Little  Rock,  AR  72202 
;  CEO:  Joe  T  Ford 

Telecommunications  i 
www.alltel.com  : 
501-661-8000  ; 
Fax:  501-661-5444  ; 

:  Altera 

;  <cbiu  urcnarfl  rarKway 
i  San  Jose,  CA  95134-2020 
:  CEO:  Rodney  Smith 

Computer  peripherals : 
www.altera.com  ; 
408-894-7000  ; 

:  Alumax 

:  5655  Peachtree  Parkway 
:  Norcross,  GA  30092-2812 
;  CEO:  Allen  Born 

Nonferrous  metals  i 

770-246-6600  i 
Fax:  770-246-6696  : 

:  Aluminum  Co  of  America 

-           Qivth  Awoniio 

.       oixin  Mvenuc 

i  Pittsburgh,  PA  15219-1850 

i  CEO:  Paul  H  O'Neill 

Nonferrous  metals  : 

412-553-4545  '\ 
Fax:  412-553-4498  ; 

i  Ambac 

•  HfiQ  Qt-ato  ^froot  0\'iTi 

;  une  oiaic  oircct  ridza 
'■  New  York,  NY  10004 
:  CEO:  Phillip  B  Lassiter 

Lease  &  finance ; 
www.ambac.com  i 
212-668-0340  \ 
Fax:  212-509-9190  \ 

1  Amerada  Hess 

1 185  Avenue  of  the  Americas 
New  York,  NY  10036 
CEO:  John  B  Hess 

Miscellaneous  energy : 

212-997-8500  \ 
Fax:  212-536-8390  \ 

America  Online 

99nnn  ahi  km-^m 
LL\j\j\j  HUL  way 

Dulles,  VA  20166 

■  CEO:  Stephen  Case 

Computer  software  \ 
www.aol.com  \ 
703-448-8700  i 
Fax:  703-265-1101  \ 

American  Brands 

rU  DOX  Oil 

Old  Greenwich,  CT  06870-0811 
CEO:  Thomas  C  Hays 

Tobacco  ; 
www.ambrands.com  : 
203-698-5000  ! 
Fax:  203-637-2580  ; 

American  Electric  Power 

1  Riverside  Plaza 
Columbus,  OH  43215 
CEO:  E  Linn  Draper  Jr 

Electric  util-NC  : 
www.aep.com  - 
614-223-1500  : 
Fax:  614-223-1599  : 

American  Express               Lease  &  finance ; 

American  Express  Tower          www.americanexpress.com  ; 
New  York,  NY  10285-4814                    212-640-2000  \ 
CEO:  Harvey  Golub  ; 

American  Financial  Group 

One  East  Fourth  Street 
Cmcmnati,  OH  45202 
CEO:  Carl  H  Lindner 

Property  &  casualty  ins  i 
www.amfnl.com  i 
513-579-2121  \ 
Fax:  513-579-0110  : 

American  General 

PO  Box  3247 

Houston,  TX  77019-3247 

CEO:  Robert  M  Devlin 

Life  &  health  insurance  ; 
www.agc.com  ; 
713-522-1111  ! 
Fax:  713-523-8531  \ 

American  Greetings 

One  American  Road 
Cleveland,  OH  44144 
CEO:  Morry  Weiss 

Advertising  &  publishing  ; 
www.pcgifts.ibm.com  : 
216-252-7300  \ 
Fax:  216-252-6778  \ 

\  American  Home  Products 

:  Five  Giralda  Farms 
:  Madison,  NJ  07940 
:  CEO:  John  R  Stafford 

Drugs 

201-660-5000 
Fax:  201-660-7178 

:  American  International 

:  /u  rine  otreet 

;  New  York,  NY  10270 

:  CEO:  Maurice  R  Greenberg 

Diversified  insurance 
www.aig.com 
212-770-7000 

:  American  National  Ins 

:  One  Moody  Plaza 

:  Galveston,  TX  77550-7999 

;  CEO:  Robert  L  Moody 

Life  &  health  insurance 
www.anico.com 
409-763-4661 
Fax:  409-765-6563 

i  American  Standard  Cos       Electrical  equipment 

i  PO  Box  6820  www.americanstandard.com 
i  Piscataway,  NJ  08855-6820  908-980-6000 
;  CEO:  Emmanuel  A  Kampouris            Fax:  908-980-3340 

i  American  Stores          Supermarkets  &  convenience 
i  PO  Box  27447 

:  Salt  Lake  City,  UT  84127-0447  801-539-0112 
;  CEO:  Victor  L  Lund                       Fax:  801-531-0768 

;  American  Water  Works 

:  rU  Box  1//0 

;  Voorhees,  NJ  08043 

:  CEO:  George  W  Johnstone 

Electric  util-NE 

609-346-8200 
Fax:  609-346-8229 

:  AmeriSource  Health 

:  ru  box  yoy 

;  Valley  Forge,  PA  19482-0959 
;  CEO:  John  F  McNamara 

Drugs  ' 

610-296-4480  : 
Fax:  610-647-0141  : 

;  Ameritech 

;  30  South  Wacker  Drive 

1  Chicago,  IL  60606 

\  CEO:  Richard  C  Notebaert 

Telecommunications ; 
www.ameritech.com  ; 

312-750-5000  \ 
Fax:  312-207-0016  ! 

i  Amgen 

\  1840  Dehavilland  Drive 

;  Thousand  Oaks,  CA  91320-1789 

;  CEO:  Gordon  M  Binder 

Drugs  ; 
www.amgen.com  ; 
805-447-1000  \ 
Fax:  805-447-1010  \ 

j  Amoco 

■  on  Dnu  077no 
:  rU  BOX  o//Uj 

:  Chicago,  IL  50680-0703 
\  CEO:  H  Laurance  Fuller 

International  oil  \ 
www.amoco.com  : 
312-856-5111  \ 
Fax:  312-856-2460  i 

i  AMP 

:  rO  Box  JbUo 

'.  Harrisburg,  PA  17105-3608 
i  CEO:  William  J  Hudson  Jr 

Computer  peripherals : 
www.amp.com  ; 
717-554-0100  : 
Fax:  717-592-2333  : 

AMR 

rU  [30X  uiyolg 

■  DFVK  Airport,  TX  75261-9616 
CEO:  Robert  LCrandall 

Airline  ; 
www.amrcorp.com  ; 
817-963-1234  \ 

AmSouth  Bancorporation 

PO  Box  11007 
Birmingham,  AL  35288 
CEO:  C  Oowd  Ritter 

Regional  bank ; 
www.amsouth.com  ; 

205-320-7151  ; 
Fax:  205-326-4072  \ 

Anadarko  Petroleum 

PO  Box  1330 

Houston,  TX  77251-1330 

CEO:  Robert  J  Allison  Jr 

Miscellaneous  energy  : 

713-875-1101  ; 
Fax:  713-874-3282  ; 

Analog  Devices 

One  Technology  Way 
Norwood,  MA  02062-9106 
CEO:  Jerald  G  Fishman 

Computer  peripherals ; 
www.analog.com  : 
617-329-4700  \ 
Fax:  617-461-3638  \ 

Andrew 

10500  West  153rd  Street 
Orland  Park,  IL  60462 
CEO:  Floyd  L  English 

Electrical  equipment : 
www.andrew.com  ; 
708-349-3300  \ 
Fax:  708-349-5943  i 

Anheuser-Busch  Cos 

One  Busch  Place 

St  Louis,  MO  63118-1852 

CEO:  August  A  Busch  III 

Beverages  i 
www.budweiser.com  ; 

314-577-2000  : 
Fax:  314-577-2900  ; 
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THE  MUHLENKAMPFUND 


"My  money  is  in  it. 
My  name  is  on  if 


Ron  Muhknkamp. 

I'uiul  ]hiii(i'M'r 


AVERAGE  ANNUAL  REtURNS  THROUGH 
DECEMBER  31, 1996 

ONE  YEAR 

30.0% 

THREE  YEAR 

17.1% 

FIVE  YEAR 

17.0% 

SINCE  INCEPTION  /  ss 

14.9% 

>•  100%  So  load   >  IMS  Available 
>  $200  mill,  inrestiiieiit 

CALL  1-800-860-3863 

FOR  A  FREE  PROSPECTUS  AND 
MORE  INFORMATION. 


A 


Muhlenkamp  &  Company,  Inc. 

123(10  Perry  Higlnv;i\-  •  Wc.vtord,  PA  15090 
Internet  Addrcs-.:  http://muhlenkamp.com 

Please  read  the  prospectus  carefulh'  before  you  invest. 
Thi.s  offer  is  made  to  persons  residing  in  jurisdictions 
where  such  offer  can  leg.ilh  be  made  Past  performance 
does  not  guarantee  lutiire  results  liind  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost. 


Gold 
Amer 
Eagle 


Because  it  has  historically  moved  in 
the  opposite  direction  of  stocks  and 
bonds,  gold  is  a  vital  asset  to  hold  in  con- 
junction with  paper  investments  in  order 
to  reduce  risk  and  volatility. 

In  the  U.S.,  more  investors  choose 
the  American  Eagle  gold  bullion  coin 
than  any  other  bullion  coin  in  the  world. 
American  Eagles  are  the  only  bullion 
coins  backed  by  the  U.S.  Government  for 
weight  and  content.  Guaranteed. 

Blanchard  and  Company  is  one  of 
America's  largest  and  most  respected 
precious  metals  dealers.  We  sell 
American  Eagles  at  just  1%  above  our 
cost.  Call  1  800  880  4653  to  order. 

1-800-880-4653 

Please  Ask  For  Extension  700 

BLANCHARD 


i  Anixter  International 

:  2  North  Riverside  Plaza 
1  Chicago,  IL  60606 
;  CEO:  Rod  F  Dammeyer 

Computer  peripherals 
www.anixter.com 
312-902-1515 
Fax:  312-902-1573 

i  Aon 

;  123  North  Wacker  Drive 
j  Chicago,  IL  60606 
:  CEO;  Patrick  G  Ryan 

Brokerage ' 
www.aon.com  : 
312-701-3000  \ 
Fax:  312-701-3100  i 

1  Apache 

:  2000  Post  Oak  Boulevard 
:  Houston,  TX  77056-4400 
i  CEO:  Raymond  Plank 

Miscellaneous  energy 
www.apachecorp.com  ! 
713-296-6000  ! 
Fax:  713-296-6480  i 

i  APL  Limited 

:  nil  Broadway 

i  Oakland,  CA  94607-5500 

i  CEO:  Timothy  J  Rhein 

Shipping  ; 
www.apl.com  : 
510-272-8000  I 
Fax:  510-272-8931  j 

\  Apple  Computer 

;  1  Infinite  Loop 

;  Cupertino,  CA  95014 

i  CEO:  Gilbert  FAmelio 

Computer  systems ; 
www.apple.com  i 
408-996-1010  ; 

Fax:  408-974-4507  ; 

;  Applied  Materials               Computer  peripherals ; 
;  3050  Bowers  Avenue            www.appliedmaterials.com  i 
i  Santa  Clara,  CA  95054                       408-727-5555  i 
i  CEO:  James  C  Morgan                    Fax:  407-748-5119  i 

i  Archer  Daniels  Midland 

:  rU  box  14 /U 

i  Decatur,  IL  62525 

:  CEO:  Dwayne  0  Andreas 

Food  processor  ; 
www.admworld.com  : 

217-424-5200  i 
Fax:  217-424-6196  i 

\  Armstrong  World  Industries 

:  ru  dOX  jUUI 

;  Lancaster,  PA  17604-3001 
i  CEO:  George  A  Lorch 

Home  furnishings  \ 
www.armstrong.com  \ 
717-397-0611  ; 
Fax:  717-396-2408  ; 

i  Arrow  Electronics 

'    01^  Uiih  Driiin 

:     HUD  urive 

1  Melville,  NY  11747 

:  CEO:  Stephen  P  Kaufman 

Computer  peripherals  \ 
www.arrow.com  i 
516-391-1300  I 
Fax:  516-391-1640  : 

i  Asarco 

:  180  Maiden  Lane 

;  New  York,  NY  10038-4991 

i  CEO:  Richard  del  Osborne 

Nonferrous  metals ; 
www.asarco.com  : 
212-510-2000  : 
Fax:  212-510-1990  \ 

i  Ascend  Communications 

:  i/ui  narDor  Day  rarKway 
i  Alameda,  CA  94502 
\  CEO:  Mory  Ejabat 

Telecommunications ; 
www.ascend.com  ! 
510-769-6001 
Fax:  510-814-2399  i 

\  Ashland 

I  PO  Box  391 

;  Ashland,  KY  41114 

i  CEO:  Paul  W  Chellgren 

Miscellaneous  energy ; 
www.ashland.com  : 
606-329-3333  i 
Fax:  606-329-4795  ; 

i  Associated  Banc-Corp 

\  PO  Box  13307 

j  Green  Bay,  Wl  54307-3307 

:  CEO:  Harry  B  Conlon 

Regional  bank  i 
www.asbc.com  : 
414-433-3166  i 
Fax:  414-433-3261  ; 

j  Astoria  Financial 

;  One  Astoria  Federal  Plaza 
i  Lake  Success,  NY  11042-1085 
:  CEO:  George  L  Engelke  Jr 

Thrift  \ 

516-327-3000  i 
Fax:  515-327-7423  i 

i  AT&T 

;  32  Avenue  of  the  Americas 
:  New  York,  NY  10013-2412 
;  CEO:  Robert  E  Allen 

Telecommunications ; 
www.att.com  '■. 
212-387-5400  i 
Fax:  212-387-5347  : 

Atlantic  Richfield 

515  South  Flower  Street 
Los  Angeles,  CA  90071-2201 
CEO:  Michael  R  Bowlin 

Miscellaneous  energy  ; 
www.arco.com  : 
213-486-3511  i 
Fax:  213-486-8741  ; 

Atmel 

2325  Orchard  Parkway 
San  Jose,  CA  95131 
CEO:  George  Perlegos 

Computer  peripherals ; 
www.atmel.com  1 
408-441-0311  i 
Fax:  408-436-4200  '■ 
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:  Automatic  Data  Processing 

!  One  ADP  Boulevard 

i  Roseland,NJ  07068-1728 

\  CEO:  Arthur  F  Weinbach 

Business  services 
www.adp.com 
201-994-5000 
Fax:  201-994-5495 

i  AutoZone 

:  PO  Box  2198 

i  Memphis,  TN  38101-9842 

:  CEO:  Johnston  C  Adams  Jr 

Specialty  stores 
www.autozone.com 
901-495-6500 
Fax:  901-495-8300 

i  Avery  Oennison 

i  PO  Box  7090 

:  Pasadena,  CA  91109-7090 
i  CEO:  Charles  D  Miller 

Business  supplies 
www.avery.com 
818-304-2000 
Fax:818-792-7312 

Avnet 

80  Cutter  Mill  Road 

Great  Neck,  NY  11021-3107 

CEO:  Leon  Machiz 

Computer  peripherals : 
wv^.avnet.com  ■ 
516-466-7000  \ 
Fax:  516-456-1204  ! 

Avon  Products 

1345  Avenue  of  the  Americas 
New  York,  NY  10019-2683 
CEO:  James  E  Preston 

Personal  products  : 
www.avon.com  ] 
212-546-5015  i 
Fax:  212-546-7197  ; 

B 

Baker  Hughes 

PO  Rnv  &7Af\ 

Houston,  TX  77210-4740 
CEO:  Max  L  Lukens 

Oilfield  services  i 
www.bhi-net.com  i 
713-439-8600  ; 
Fax:  713-439-8699  i 

Baltimore  Gas  and  Electric 

iKJ  DOX  14/ J 

Baltimore,  MD  21203-1475 
CEO:  Christian  H  Poindexter 

Electric  util-NE  ; 
www.bge.com  ; 
410-234-5000  : 
Fax:  410-234-5367  \ 

Banc  One 

luu  Lasi  Droao  oireei 
Columbus,  OH  43271 
CEO:  John  B  McCoy 

Regional  bank : 
www.bankone.com  ; 

614-248-5944  ! 
Fax:  614-248-5220  i 

Bancorp  Hawaii 

rU  DOX  ijUU 

Honolulu,  HI  96846-6000 
CEO:  Lawrence  M  Johnson 

Regional  bank ; 
www.boh.com/econ  ; 
888-643-3888  \ 

BancorpSouth 

0n6  Mississippi  Plaza 

Tupelo,  MS  38801 

CEO:  Aubrey  Burns  Patterson 

Regional  bank ; 
www.bancorpsouth.com  j 
501-680-2000  ; 
Fax:  601-580-2005  i 

Bank  of  Boston 

100  Federal  Street 
Boston,  MA  02110 
CEO:  Charles  K  Gifford 

Multinational  bank  : 
www.bkb.com  : 
517-434-2200  ; 

Fax:  517-434-6802  i 

Bank  of  New  York 

48  Wall  Street 
New  York,  NY  10285 
CEO:  John  Carter  Bacot 

Regional  bank ; 
212-495-1784  \ 

Bank  United 

PO  Box  1370 

Houston,  TX  77251-1370 

CEO:  Barry  C  Burkholder 

Regional  bank ; 

713-543-6500  i 

BankAmerica 

PC  Box  37000 

San  Francisco,  CA  94137 

CEO:  David  A  Coulter 

Multinational  bank ; 
vwvw.bankamerica.com  ; 
415-622-3455  ; 
Fax:  415-622-9403  I 

Bankers  Trust  New  York 

130  Liberty  Street 
New  York,  NY  10005 
CEO:  Frank  N  Newman 

Multinational  bank ; 
www.bankerstrust.com  j 
212-250-2500  '■ 
Fax:  212-669-1581  \ 

BanPonce 

PO  Box  362708 

San  Juan,  PR  00936-2708 

CEO:  Richard  L  Carrion 

Regional  bank  ; 

787-765-9800  \ 
Fax:  787-754-9290  i 

i  Barnes  &  Noble 

:  122  Fifth  Avenue 
;  NewYork,  NY  10011 
;  CEO:  Leonard  Riggio 

Specialty  stores 

212-633-3300 
Fax:  212-633-3272 

i  Barnett  Banks 

:  PO  Box  40789 

;  Jacksonville,  FL  32203-0789 

;  CEO:  Charles  E  Rice 

Regional  bank 

VWWW.UdI  IICIL.UUIII 

904-791-7720 
Fax:  904-791-5191 

:  Baxter  International 

:  One  Baxter  Parkway 
:  Deerfield,  IL  60015 
:  CEO:  Vernon  R  Loucks  Jr 

Medical  supplies 

www  fptp  mm 

847-948-2000 
Fax:  847-948-3080 

;  Bay  Networks 

;  4401  Great  American  Parkway 
\  Santa  Clara,  CA  95054 
;  CEO:  David  L  House 

Computer  peripherals 
www.  baynetworks  com 
408-988-2400 
Fax:  409-988-5525 

:  Bear  Stearns  Cos 

:  245  Park  Avenue 
:  NewYork,  NY  10157 
;  CEO:  James  E  Cayne 

Brokerage 

212-272-2000  \ 
Fax:  212-272-4785  ; 

i  Becton  Dickinson 

:  1  Becton  Drive 

i  Franklin  Lakes,  NJ  07417-1880 
;  CEO:  Clateo  Castellini 

Medical  supplies : 

201-847-6800  \ 
Fax:  201-847-5475  j 

;  Bell  Atlantic 

:  1717  Arch  Street 

;  Philadelphia,  PA  19103 

;  CEO:  Raymond  W  Smith 

Telecommunications  l 

www  ha  mm  • 

215-953-6000  ■ 
Fax:  215-963-9029  i 

:  BellSouth 

:  1155  Peachtree  Street  NE 
i  Atlanta,  GA  30309-3610 
;  CEO:  F  Duane  Ackerman 

Telecommunications ! 

www  hplkniith  mm  • 

404-249-2000  ; 
Fax:  404-249-3839  ; 

;  Beneficial 

:  301  North  Walnut  Street 
\  Wilmington,  DE  19801 
:  CEO:  Finn  M  W  Caspersen 

Lease  &  finance ! 
www  beneficial  com  : 
302-425-2500  i 
Fax:  302-425-2512  : 

:  Bergen  Brunswig 

:  4000  Metropolitan  Drive 
;  Orange,  CA  92858 
;  CEO:  Donald  R  Roden 

Drugs  : 

www  bergenbrunswig  com  : 
714-385-4000  i 
Fax:  714-385-1442  ; 

:  WR  Berkley 

:  PO  Box  2518 

;  Greenwich,  CT  06836-2518 
;  CEO:  William  R  Berkley 

Property  &  casualty  ins  ; 

www  wrhr  mm  ■ 

VV  VV  VV.  Vil       .UUMI  . 

203-629-3000  i 
Fax:  203-629-3492  ; 

:  Berkshire  Hathaway 

;  1440  Kiewit  Plaza 
;  Omaha,  NE  68131 
:  CEO:  Warren  E  Buffett 

Property  &  casualty  ins  '■. 

www  hprl(<:hirph3th3wau  mm  : 

vvvvvv.uclivollilcllalNavvay.LUIN  . 

402-346-1400  i 
Fax:  402-345-3375  ; 

!  Best  Buy 

i  PO  Box  9312 

:  Minneapolis,  MN  55440-9312 
;  CEO:  Richard  M  Schuize 

Electronics  stores ; 

www  hp^thiiu  mm  ' 

512-947-2000  i 
Fax:  512-947-2422  ; 

i  Bethlehem  Steel 

:  1170  Eighth  Avenue 

\  Bethlehem,  PA  18016-7699 

;  CEO:  Curtis  H  Barnette 

Steel  i 

vjvjVii  hpth<jtppl  mm  ■ 

510-694-2424 
Fax:  510-594-5743  i 

i  Beverly  Enterprises 

:  5111  Rogers  Avenue 
\  Fort  Smith,  AR  72919 
;  CEO:  David  R  Banks 

Health  care  services  ■ 

501-484-8412  : 
Fax:  501-484-8917  ; 

Bindley  Western  Industries              Drugs : 

10333  North  Meridian  Street               www.bindleycom  : 
Indianapolis.  IN  45290                       317-298-9900  ; 
CEO:  William  E  Bindley                   Fax:  317-580-9753  ; 

Biogen 

14  Cambridge  Center 
Cambridge,  MA  02142 
CEO:  James  R  Tobin 

Drugs  ; 

617-679-2000  i 
Fax:  517-579-2617 ; 
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At  The  Hartford  we  believe  insurance  and  investments  should  help  you  look  forward  to  life,  not  just  protect  you 


from  it.  Our  products  are  designed  to  help  you  do  just  that.  We  offer  eveiything  from  homeowners  insurance  and 
annuities  to  retirement  plans  and  mutual  funds,  to  help  you  plan  for  the  future.  For  more  information,  visit  us  at 
www.thehartford.com  on  the  world  wide  web.  '    ^   ' .   _!  L  _L   L  1^ 


Hartford 


Homeowners 


Annuities 


Mutual  Funds 


i  Black  &  Decker 

:  701  East  Joppa  Road 
;  Towson,  MD  21286 
i  CEO:  Nolan  D  Archibald 

Appliances 
www.blackanddecker.coni 
410-716-3900 
Fax:410-716-2933 

i  H&R  Block 

i  4400  Main  Street 
i  Kansas  City,  MO  a-li  11 
i  CEO:  Frart!(  ;  :o;:i 

Business  services 
www.hrblock.com 
816-753-6900 
Fax:  816-753-8628  ■ 

\  BMC  Software 

•  2101  Citywest  Boulevard 
i  Houston,  TX  77042-2827 
1  CEO:  Max  P  Watson  Jr 

Computer  software 
www.bmc.com 
713-918-8800 

Fax:  713-918-8000  ■ 

:  Boeing 

:  PO  Box  3707 

:  Seattle,  WA  98124-2207 

:  CEO:  Philip  MCondit 

Aerospace  &  defense 
www.boeing.com 
206-655-2121  • 
Fax:  205-655-7004  ; 

i  Boise  Cascade 

:  PO  Box  50 

:  Boise,  ID  83728-0001 

:  CEO:  George  J  Harad 

Paper  &  lumber ; 

www.bc.com  : 
208-384-6161  ; 
Fax:  208-384-7189  ; 

i  BOK  Financial 

:  PO  Box  2300 

i  Tulsa,  OK  74192 

;  CEO:  Stanley  A  Lybarger 

Regional  bank ! 

918-588-6000  \ 
Fax:  918-588-6853  ; 

;  Boston  Edison 

:  800  Boylston  Street 
i  Boston,  MA  02199-2599 
i  CEO:  Thomas  1  May 

Electric  util-NE  : 
www.bostonedison.com  : 
617-424-2000  i 
Fax:  617-424-2605 ; 

:  Boston  Scientific 

:  One  Boston  Scientific  Place 
:  Natick,  MA  01760-1537 
;  CEO:  Peter  M  Nicholas 

Medical  supplies : 

508-650-8000  \ 
Fax:  508-650-8923  ; 

i  Bowater 

■  of\  Di^u  1  mo 
:  rU  Box  lU^o 

i  Greenville,  SC  29602 

:  CEO:  Arnold  M  Nemirow 

Paper  &  lumber ; 
www.bowater.com  i 
864-271-7733  \ 
Fax:  864-282-9594  ; 

i  Bristol-Myers  Squibb 

■  345  Park  Avenue 
•  New  York,  NY  10154-0037 
CEO:  Charles  A  HeimboldJr 

Drugs  : 
www.bms.com  i 
212-546-4000  ; 
Fax:  212-546-4020  i 

Brown-Forman 

rU  box  lUoU 

Louisville,  KY  40201-1080 
CEO:  Ovjsley  Brown  II 

Beverages  1 
www.brown-forman.com  : 
502-585-1100  ; 
Fax:  502-774-7876  ; 

Browning-Ferris  Industries  Environmental  &  waste ; 

PO  Box  3151 

Houston,  TX  77253                           713-870-8100  i 
CEO:  Bruce  E  Ranck                     Fax:  713-870-7844  : 

Brunswick 

1  North  Field  Court 

Lake  Forest,  IL  60045-4811 

CEO:  Peter  N  Larson 

Recreation  equipment : 

847-735-4700  \ 
Fax:  847-735-4765  ! 

Burlington  Northern  Santa  Fe          Railroad ; 

2650  Lou  Menk  Drive                         www.bnsf.com  : 
Fort  Worth,  TX  76131-2830                   817-333-2000  i 
CEO:  Robert  D  Krebs                     Fax:  817-352-7924  : 

Burlington  Resources 

PO  Box  4239 

Houston,  TX  77210-4239 

CEO:  Bobby  S  Shackouis 

Miscellaneous  energy ! 

713-624-9000  \ 
Fax:  713-624-9645  : 

c 

Cabletron  Systems 

PO  Box  5005 

Rochester,  NH  03866-5005 
CEO:  S  Robert  Levine 

Computer  peripherals ; 
www.cabletron.com  ; 

603-332-9400  i 
Fax:  603-337-1457  ; 

324 


:  Cabot 

-  /  J  oldie  ouccl 

\  Boston,  MA  02109-1806 
i  CEO:  Samuel  WBodman 

Specially  chemicals 
www.cabot-corp.com 
617-345-0100 
Fax:  617-342-6242  ■ 

;  Cadence  Design  Systems 

:    OCCiQ  Colli,  DniA 

■  iojj  oeiiy  noau 
;  San  Jose,  CA  95134 
;  CEO:  Joseph  B  Costello 

Computer  software 
www.cadence.com 
408-943-1234 
Fax:  408-894-3093  : 

i  Caldor 

:  20  Glover  Avenue 

\  Norwalk,  CT  06856-5620 

;  CEO:  Warren  D  Feldberg 

Drug  &  discount  stores 

203-846-1641 
Fax:  203-849-2019 

i  Caliber  System 

■  rU  DOX 

:  Akron,  OH  44334 
;  CEO:  Daniel  J  Sullivan 

Shipping 

WWW.LdllUcloyb.LUIII 

330-665-5646 
Fax:  330-665-8853 

:  Campbell  Soup 

:  C3rnpbell  PIsce 

\  Camden,  NJ  08103-1799 

i  CEO:  David  W  Johnson 

Food  processor  ■ 

WWWXd  III  pUclliUU|Jo.LUIII 

609-342-4800 
Fax:  609-342-3878 

i  Capital  One  Financial 

■  ^QRfl  Fain;ipuu  ParU  nri\/p 

\  Falls  Church,  VA  22042-4525 
;  CEO:  Richard  D  Fairbank 

Lease  &  finance  • 

uuiutA/  ranitalnnp  mm 

WWW.UdpildlUllC.LU  III 

703-205-1000 

;  Cardinal  Health 

.  JJJJ  ulcllUUII  LiUUll 

;  Dublin,  OH  43016 
;  CEO:  Robert  D  Walter 

Drugs  1 

614-717-5000 
Fax:  614-717-6000 

;  Carolina  Power  &  Light 

.  rU  DOX  ijjl 

:  Raleigh,  NC  27602-1551 
;  CEO:  William  Cavanaugh  III 

Electric  util-SE 
www.cplc.com 
919-546-6111 
Fax:  919-546-7826 

:  Case 

■  70(1  Statp  Strppt 
;  Racine,  Wl  53404 
;  CEO:  Jean-Pierre  Rosso 

Heavy  equipment 

414-636-6011  : 
Fax:  414-636-5043  ; 

:  Caterpillar 

.  luu  jvonn  LdSi  Hudfiis  oireei 
:  Peoria,  IL  61629-1425 
;  CEO:  Donald  V  Files 

Heavy  equipment  ■ 
www.cat.com 
309-675-1000 
Fax:  309-675-5588 

CCB  Financial 

■  Pn  Rny  Q^l 
r u  DUA  jji 

:  Durham,  NC  27702 
.  CEO:  Ernest  C  Roessler 

Regional  bank . 

919-683-7777  i 
Fax:  919-683-7263  : 

:  Centerior  Energy 

Cleveland,  OH  44101-4661 
CEO:  Robert  J  Farling 

Electric  util-NC  i 
www.centerior.com  : 

216-447-3100  ^ 
Fax:  216-447-3240  ; 

:  Centex 

V\J  DUX  iJjUUU 

Dallas,  TX  75219-9000 
CEO:  Laurence  E  Hirsch 

Builder ; 

wvifw.centex.com  ' 
214-981-5000  ; 
Fax:  214-981-6859  ; 

Central  &  South  West 

rU  DOX  UDU104 

Dallas,  TX  75266-0164 
CEO:  E  R  Brooks 

Electric  util-SC  : 

www.csw.com  : 
214-777-1000  : 
Fax:214-777-1033  ; 

Central  Fidelity  Banks 

pn  Rny  27fifl? 
r u  DUA  ^  /  oui 

Richmond,  VA  23261 
CEO:  Lewis  N  Miller  Jr 

Regional  bank ; 

804-782-4000  i 
Fax:  804-697-7260  : 

Centura  Banks 

pn  Rny  1  97n 

r\J  DUA  ILCU 

Rocky  Mount,  NC  27802 
CEO:  Cecil  W  Sewell 

Regional  bank ; 
www.centura.com  : 
919-977-4400  : 
Fax:  919-977-4800  ; 

Ceridian 

8100  34th  Avenue  South 
Bloomington,  MN  55425-1640 
CEO:  Lawrence  Perlman 

Business  services  : 
www.ceridian.com  : 
612-853-8100  i 
Fax:  612-853-7272  ] 

:  Champion  International 

■  One  Champion  PI323 
;  Stamford,  CT  C6921 
;  CEO:  Richard  E  Olson 

Paper  &  lumber : 
www.cha.inch.com  . 

203-358-7000  • 
Fax:  203-358-2975  : 

:  Charter  One  Financial 

■  1215  Superior  Avenue 
;  Cleveland,  OH  44114 
j  CEO:  Charles  John  Koch 

Regional  bank  ■ 
www.ch3rter0ne.com 
216-566-5300 
Fax:  215-566-1465  : 

i  Chase  Manhattan 

•  L/V  rain  HvcllUc 

i  New  York,  NY  10017-2070 
\  CEO:  Walter  V  Shipley 

Multinational  bank 
www.chase.com 
212-270-6000 
Fax:  212-270-4240 

:  Chevron 

■  J/ J  IVIdincl  oUccl 

:  San  Francisco,  CA  94105-2856 
;  CEO:  Kenneth  T  Derr 

International  oil 
www.chevron.com 
415-894-7700 
Fax:  415-894-7000 

i  Chiquita  Brands  International     Food  processor 

:  250  East  Fifth  Street  www.chiquita.com 
;  Cincinnati,  OH  45202  513-784-8000 
;  CEO:  Carl  H  Lindner  Jr                   Fax:  513-784-8030 

;  Chiron 

'■  4560  Horton  Street 

:  Emeryville,  CA  94608-2916 

I  CEO:  Edward  E  Penhoet 

Drugs 
www.chiron.com 
510-655-8730 
Fax:  510-501-3376 

1  Chrysler 

:  1000  Chrysler  Drive 

\  Auburn  Hills,  Ml  48326-2766 

;  CEO:  Robert  J  Eaton 

Autos  &  trucks 
www.chryslercorp.com 
810-576-5741 
Fax:  810-512-1756 

;  Chubb 

:  PO  Box  1615 

\  Warren,  NJ  07061-1615 

;  CEO:  Dean  R  O'Hare 

Property  &  casualty  ins 
www.chubb.com 
908-903-2000 
Fax:  908-903-2003 

:  Ciena 

;  8530  Corridor  Road 
:  Savage,  MD  20763 
;  CEO:  Patrick  H  Nettles 

Computer  peripherals 

301-317-5800 
Fax:  301-483-8907 

i  Cigna 

:  One  Liberty  Place 

;  Philadelphia,  PA  19192-1550 

;  CEO:  Wilson  H  Taylor 

Diversified  insurance 
www.cigna.com 
215-761-1000 
Fax:  215-761-5504 

:  Cincinnati  Bell 

:  PO  Box  2301 

:  Cincinnati,  OH  45201 

:  CEO:  John  T  LaMacchia 

Telecommunications 
www.cinbellinc.com 
513-397-9900 
Fax:  513-723-1893 

;  Cincinnati  Financial 

:  pn  Rnv  1  ^ ci/lQC 
.  rU  DOX  14j4yD 

:  Cincinnati,  OH  45250-5496 
:  CEO:  Robert  B  Morgan 

Property  &  casualty  ins 

513-870-2000 
Fax:  513-870-2066 

;  Cinergy 

i  PO  Box  960 

Cincinnati,  OH  45201-0960 
.  CEO:  James  E  Rogers 

Electric  util-NC 

513-381-2000 
Fax:  513-651-9196 

;  Circuit  City  Stores 

'  9950  Mayland  Drive 
Richmond,  VA  23233 
CEO:  Richard  L  Sharp 

Electronics  stores 
www.circuitcity.com 
804-527-4000 
Fax:  804-527-4164 

Circus  Circus  Enterprises 

PO  Box  14967 
LasVega?,  NV  89114-4967 
.  CEO:  Clyde  T  Turner 

Hotels  &  gaming 
www.circuscircus.org 
702-734-0410 
Fax:  702-691-5843 

Cisco  Systems 

170  West  Tasman  Drive 
San  Jose,  CA  95134-1706 
CEO:  John  T  Chambers 

Computer  peripherals 
www.cisco.com 
408-526-4000 
Fax:  408-526-4100  ■ 

Citicorp 

399  Park  Avenue 
New  York,  NY  10043 
CEO:  John  S  Reed 

Multinational  bank 
www.citibank.com 
800-285-3000  i 
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Tke  nature  of  §  anon  is  enlightening. 


As  tke  d  awn  oi  a  new 
century  approaches.  Canon  s 
innovative  tecKnology  continues 
to  li^Kt  the  way  in  tlie  corporate 
world.  But  we  ve  also  made  it 
our  tusiness  to  protect  the 
environment,  too.  As  a  result, 
some  of  today  s  brightest  ideas 
in  product  development  have 
been  created  by  Canon  to 


ensure  a  better  tomorrow. 

Ideas  like  our  On-Demand 
Fusing  System    in  laser  beam 
printers  which  actually  saves 
energy  by  eliminating  warm-up 
time.  Or  our  copier  Remanu- 
facturing  Program  that  helps 
conserve  and  preserve  the 
world  s  natural  resources  by 
dramatically  reducing  waste. 


Plus,  with  stellar  breakthroughs 
like  ozone-free  copiers,  now  even 
the  air  in  the  office  is  cleaner. 

Naturally,  we  will  keep 
on  developing  environmentally 
responsible  products  and 
programs  clear  into  the  future. 

It  s  the  kind  of  fresh 
thinking  you  d  expect  from  a 
leader  like  Canon. 


Anniversary 

www.usa.canon.com 

01997Canoi,  U.S.A  .  Inc. 


Canon 


1  Citizens  Utilities 

I  rU  Box  joUl 

;  Stamford,  CT  06905 

;  CEO:  Leonard  Tow 

Telecommunications  • 
www.czn.net ; 
203-329-8800  j 
Fax;  203-329-4625  \ 

:  City  National 

:  400  North  Roxbury  Drive 
i  Beverly  Hills,  CA  90210 
j  CEO:  Russell  Goldsmith 

Regional  bank ; 
www.citynalbank.com  ; 
310-888-6000  j 
Fax:  310-888-6069  i 

1  Clear  Channel  Commun 

•  rU  Box  boy  bill 

j  San  Antonio,  TX  78265-9512 
:  CEO:  L  Lowrv  Mays 

Brnadcasting  &  movies ; 

210-822-2828  ; 
Fax;  210-822-2299  I 

!  Clorox 

■  1221  Broadway 

\  Oakland,  CA  94612-1888 

:  CEO:  G  Craig  Sullivan 

Personal  products : 
www.clorox.com  : 
510-271-7000  : 
Fax:  510-832-1463  i 

i  CMS  Energy 

:  330  Town  Center  Drive 

:  Dearborn,  Ml  48126 

\  CEO:  William  TMcCormicklr 

Electric  util-NC  : 
www.cmsenergy.com  ; 

313-436-9200  i 
Fax:313-436-9321  \ 

1 CNB  Bancshares 

:     INW  1  hird  Mreet 

\  Evansville,  IN  47739-0001 

i  CEO:  lames  J  Giancola 

Regional  bank ; 
www.citizensonline.com  ; 
812-464-3400  ; 
Fax;  812-464-3496  \ 

i  Coast  Savings  Financial 

;  luuu  wiishire  Bouievaro 
\  Los  Angeles,  CA  90017-2457 
i  CEO:  Ray  Martin 

Thrift : 

www.co3stfederal.corn  ; 
213-362-2000  \ 
Fax:  213-688-0837  i 

i  Coastal                                         other  gas 
:  Nine  Greenway  Plaza         steve.eames@coastalcorp.com  i 
i  Houston,  TX  77046-0995                     713-877-1400  i 
i  CEO:  David  A  Arledge                   Fax;  713-877-3299  \ 

\  Coca-Cola 

:  PO  Drawer  1734 

;  Atlanta,  GA  30301 

;  CEO:  Roberto  C  Goizueta 

Beverages  i 
www.coca-cola.com  ; 

404-676-2121  ; 
Fax:  404-676-3434  i 

i  Coca-Cola  Enterprises 

:  PC  Box  723040 

;  Atlanta,  GA  31  139-0040 

:  CEO;  Summerfield  K  lohnston  Ir 

Beverages ; 
www.cokecce.com  ; 
770-989-3000  ; 

i  Cognizant 

:  200  Nyala  Farms 
'  Westport,  CT  06880 
CEO:  Robert  E  Weissman 

Business  services ; 
www.cognizantcorp.com  ; 
203-222-4200  ] 
Fax:  203-222-4201  \ 

i  Colgate-Palmolive 

'  300  Park  Avenue 
New  York,  NY  10022-7499 
CEO;  Reuben  Mark 

Personal  products  ; 
www.colgate.com  i 
212-310-2000  i 
Fax:  212-310-3284  i 

;  Collective  Bancorp 

PO  Box  316 

Egg  Harbor,  Nl  08215 

CEO:  Thomas  H  Hamilton 

Regional  bank : 

609-625-1110  i 
Fax;  609-965-4381  | 

Collins  &  Aikman 

PO  Box  32665 
Charlotte,  NC  28232 
CEO:  Thomas  E  Hannah 

Auto  parts  ; 

704-547-8500  i 
Fax;  704-548-2360  i 

Colonial  BancGroup 

PO  Box  1108 
Montgomery,  AL  36101 
CEO:  Robert  E  Lowder 

Regional  bank  : 
www.traveler.com/is/colon  ; 
334-240-5000  i 
Fax:  334-240-5345  ! 

Columbia  Gas  System 

12355  Sunrise  Valley  Drive 
Reston.VA  20191-3420 
CEO;  Oliver  G  Richard  III 

Integrated  gas ; 
www.columbiaenergv-com  \ 
703-295-0300  1 

Columbia/HCA  Healthcare 

One  Park  Plaza 
Nashville,  TN  37203 
CEO:  Richard  L  Scott 

Health  care  services  j 
www.columbia.net ; 

615-344-9551  ; 
Fax;  615-344-2266  i 
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:  Comcast 

;  ljuu  iviarhei  oireei 

i  Philadelphia,  PA  19102-2148 

i  CEO;  Ralph  1  Roberts 

Broadcasting  &  movies  ' 
www.comcast.com  ; 

215-665-1700  : 
Fax:  215-981-7790  ; 

:  Comdisco 

;  bill  iNorrn  Kiver  Koao 
!  Rosemont.lL  60018 
i  CEO:  lack  Slevin  ■ 

Business  services 
www.comdisco.com 
847-698-3000 
Fax:  847-518-5060 

i  Comerica 

:  rU  dOX  /jUUU 

i  Detroit,  Ml  48275-3230 
:  CEO;  Eugene  A  Miller 

Regional  bank 
www.comerica.com 

313-222-4000 
Fax:  313-964-0638 

i  Commerce  Bancshares 

:  rU  DOX  JoDot) 

'■  Kansas  City,  MO  64199-3686 
;  CEO;  David  W  Kemper 

Regional  bank 
www.commercebank.com 
816-234-2000 
Fax:  816-234-2369 

\  Commercial  Federal 

■  91  9n  ^niith  lOnfi  ^trooi 

:  lIc\j  oOUin  /znu  oirect 

;  Omaha,  NE  68124 

;  CEO:  William  A  Fitzgerald 

Thrift 

www.cofTi  fed  bank. com 
402-554-9200 
Fax:  402-390-5328 

i  Compaq  Computer 

:  rU  dGX  oy^UUU 

;  Houston,  TX  77269-2000 
;  CEO;  Eckhard  Pfeiffer 

Computer  systems 
www.compaQ.com 
281-370-0670 
Fax:  281-514-1740 

i  Compass  Bancshares 

■  1  R  <;ntirh  9nth  "Jtroot 

:  ij  oouin  £Uin  oireei 
;  Birmingham,  AL  35233 
i  CEO;  D  Paul  loneslr 

Regional  bank 
www.compassweb.com 
205-933-3000 
Fax:  205-715-7812 

i  CompUSA 

'    1/1Qm  Nnrth  Dillic  D'irbiAiiu 

:  myji  Nonn  uaiias  rarKway 
;  Dallas,  TX  75240-7570 
:  CEO:  lames  F  Halpin 

Electronics  stores 
www.compusa.com 
972-982-4000 
Fax:  972-982-4276 

i  Computer  Associates  IntI 

;  One  Computer  Associstes  Plaza 
i  Islandia,  NY  11788-7000 
I  CEO;  Charles  B  Wang 

Computer  software 
www.cai.com 
516-342-5224 
Fax;  516-342-5329 

i  Computer  Sciences 

:  £iuu  tasv  branG  Mvenue 
i  El  Segundo,  CA  90245 
\  CEO:  Van  B  Honeycutt 

Business  services 
ww/w.csc.com 
310-615-0311 
Fax:  310-322-9805 

:  ConAgra 

:  One  ConAgra  Drive 

Omaha,  NE  68102-5001 
i  CEO:  Philip  B  Fletcher 

Food  processor 
402-595-4000 

:  Conrail 

■  pn  Rrtv  A)  AM 
:  rU  DOX  41m  / 

;  Philadelphia,  PA  19101-1417 
;  CEO:  David  M  LeVan 

Railroad 
www.conrail.com 
215-209-2000 
Fax:  215-209-4074 

i  Conseco 

■  pn  Rnv  1  Q  n 
.  r  U  DOX  1 3 1 1 

;  Carmel,  IN  45032 
:  CEO;  Stephen  C  Hilbert 

Life  &  health  insurance  : 
www.conseco.com 
317-817-6100 
Fax;  317-817-2847 

i  Consolidated  Edison 

;  4  Irving  Place 

:  New  York,  NY  10003 

:  CEO:  Eugene  R  McGrath 

Electric  util-NE 
www.coned.com 
212-460-4600 
Fax;  212-475-0734 

:  Consolidated  Freightways  Inc        Air  freight 

:  3240  Hillview  Avenue                          www  cng.com 
i  Palo  Alto,  CA  94304-1297                    415-494-2900  : 
i  CEO;  Donald  E  Moffitt                    Fax;  415-813-0160  \ 

\  Consolidated  Natural  Gas 

;  CNG  Tower 

;  Pittsburgh.  PA  15222-3199 
:  CEO:  George  A  Davidson  Ir 

Integrated  gas  ' 
www.cng.com 
412-227-1000  . 
Fax;  412-227-1020  ! 

;  Consolidated  Papers 

;  PO  Box  8050 

;  Wisconsin  Rapids,  Wl  54495-8050 
i  CEO;  Gorton  M  Evans 

Paper  &  lumber ' 

715-422-3111  : 
Fax;  715-422-3203  \ 

Consolidated  Stores 

pn  Rnv  90R1  9 
rU  DOX  LOJIL 

Columbus.  OH  43228-0512 
CEO:  William  Kelley 

Drug  &  discount  stores  : 
www.cnstores.com 
614-278-5800 
Fax:  614-278-6676 

Continental  Airlines 

ru  DUX  40U/ 

Houston,  TX  77210-4607 
CEO:  Gordon  M  Bethune 

Airline 

www.ftycontinental.com 
713-834-5000 
Fax:  713-590-2150 

Cooper  Industries 

pn  Rnv  AAAf^ 
rU  DUX 

Houston,  TX  77210-4446 
CEO:  Hlohn  Riley  Jr 

Misc  industrial  equip 
www.cooperindustries.com 
713-209-8400 
Fax:  713-209-8995 

CoreStates  Financial 

pn  Rnv  7fil  ft 
rU  DOX  /DIO 

Philadelphia,  PA  19101-7518 
CEO:  Terrence  A  Larsen 

Regional  bank 

215-973-3100 
Fax:  215-973-1751 

Corning 

One  Riverfront  Plaza 
Corning,  NY  14831 
CEO;  Roger  G  Ackerman 

Telecommunications 
www.corning.com 
607-974-9000 
Fax:  607-974-4800 

i  Corporate  Express 

1  Environmental  Way 
Broomfield,  CO  80021-3416 
CEO;  lirka  Rysavy 

Business  supplies 
www.corporate-express.com 
303-654-2000 
Fax:  303-604-3981 

:  Costco  Cos 

QQQ  1  -ilia  r\ri\ia 
Vdj  LdKc  UriVc 

Issaquah,  WA  98027 
CEO:  lames  D  Sinegal 

Specialty  stores 
www.pricecostco.com 
206-313-8100 
Fax:  206-313-6593 

Countrywide  Credit  Industries    Lease  &  finance 

PO  Box  7137  www.countrywide.com 
Pasadena,  CA  91109-7137  818-304-8400 
.  CEO;  David  S  Loeb                       Fax;  818-584-2268 

Cox  Communications 

1400  Lake  Hearn  Drive  NE 
Atlanta,  GA  30319 
:  CEO:  lames  0  Robbins 

Broadcasting  &  movies 
www.cox.com 
404-843-5000 
Fax;  404-843-5777 

CPC  International                      Food  processor 
PO  Box  8000  www.cpcinternational.com 
Englewood  Cliffs,  Nl  07632-9976  201-894-4000 
CEO;  Charles  R  Shoemate                Fax:  201-894-2186 

Crestar  Financial 

PO  Box  26665 
Richmond.  VA  23261-6665 
CEO:  Richard  G  Tdghman 

Regional  bank 
www.crestar.com 
804-782-5000 
Fax;  804-782-7744 

Crown  Cork  &  Seal 

■  9300  Aston  Road 
Philadelphia,  PA  19136 
CEO:  William  1  Avery 

Packaging 

215-698-5100 
Fax;  215-698-7050 

iCSX 

PO  Box  85629 
Richmond,  VA  23285-5629 
CEO;  lohnW  Snow 

Railroad 

vww.csx.com 
804-782-1400 
Fax;  804-782-1409 

cue  International 

PO  Box  10049 
Stamford.  CT  06904-2049 
CEO:  Walter  A  Forbes 

Home  shopping 
www.cuc.com 
203-324-9261 
Fax:  203-977-8501 

Cullen/Frost  Bankers 

PO  Box  1600 

San  Antonio,  TX  78296 

CEO:  Thomas  C  Frost 

Regional  bank 
www.frostbank.com 

210-220-4011 
Fax:210-220-9117 

Cummins  Engine 

Box  3005 

Columbus,  IN  47202-3005 
CEO:  lames  A  Henderson 

Auto  parts 
www.cummins.com 
812-377-5000 
Fax;  812-377-3334 

CVS 

One  CVS  Drive 
Woonsocket.  Rl  02895 
CEO:  Stanley  P  Goldstein 

Drug  &  discount  stores 
wvwcvs.com 
401-765-1500 
Fax;  401-766-2917 
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D  id  Yon  know 

•  Amway  is  now  in  more  than  70  countries  and  territories  —  from  Chile  to  China. 

•  Amway  products  are  packaged  in  21  different  languages,  almost  double  that  of  just  5  years  ago. 

•  Amway  is  the  largest  vitamin  and  mineral  supplement  manufacturer  in  the  world.* 

•  Amway  worldwide  sales  grew  over  $1  billion  last  year  to  $6.3  billion  at  estimated  retail. 

•  More  than  2.5  million  independent  Amway  distributors  worldwide  market  over 
6,500  products. 


Now  you  know  a  little  about  Amway.  if  you'd  lil<e  to  know  more, 
call  for  a  free  brochure  at  1-800-544-7167  or  visit  our 
website  at  http://www.amway.com. 

*lndependent  study  conducted  by  Nicholas  Hall,  based  on  1 994  sales. 


Amway® 


And  you  thought  you  knew  us. 

©  1  996  Amway  Corporation 


i  Cyprus  Amax  Minerals 

PO  Box  3299 

Englewood,  CO  80155-3299 
:  CEO:  Milton  H  Ward 

Nonferrous  metals 

303-643-5000 
Fax:  303-643-5269 

D 

Dana 

.  PO  Box  1000 

■  Toledo,  OH  43697 

i  CEO;  Southwood  J  Morcott 

Auto  parts 
www.dana.com 
419-535-4500 
Fax:  419-535-4544 

'  Danaher 

■  1250  24th  Street  NW 
Washington,  DC  20037 
CEO:  George  M  Sherman 

Misc  industrial  equip 
www.danaher.coin 
202-828-0850 
Fax:  202-828-0860 

:  Garden  Restaurants 

■  5900  Lake  Ellenor  Drive 
Orlando,  FL  32809 
CEO:  Joe  R  Lee 

Restaurant  chain 
407-245-4000 

Dauphin  Deposit 

PO  Box  2961 

Harrisburg,  PA  17105-2961 
CEO:  Christopher  R  Jennings 

Regional  bank 
www.anytimebank.com 
717-255-2121 
Fax:  717-231-2632 

Dayton  Hudson 

777  Nicollet  Mall 
Minneapolis,  MN  55402 
CEO:  Robert  J  Ulrich 

Drug  &  discount  stores 

612-370-6948 
Fax:  612-370-6565 

Dean  Foods 

3600  North  River  Road 
Franklin  Park,  IL  60131 
CEO:  Howard  M  Dean 

Food  processor 

847-678-1680 
Fax:  847-671-8744 

Dean  Witter,  Discover  &  Co 

Two  World  Trade  Center 
New  York,  NY  10048 
CEO:  Philip  J  Purcell 

Lease  &  finance 

212-392-2222 
Fax:  212-392-8404 

Deere  &  Co 

John  Deere  Road 
Moline,  IL  61265-8098 
CEO:  Hans  W  Becherer 

Heavy  equipment 
www.deere.com 
309-765-8000 
Fax:  309-765-5682 

Dell  Computer 

One  Dell  Way 

Round  Rock,  TX  78682 

CEO:  Michael  S  Dell 

Computer  systems 
www.dell.com 
512-338-4400 

Fax:  512-728-3653 

Delta  Air  Lines 

PO  Box  20706 
Atlanta,  GA  30320-6001 
CEO:  Ronald  W  Allen 

Airline 
www.delta-air.com 
404-715-2600 
Fax:  404-715-1400 

Deposit  Guaranty 

PO  Box  730 

Jackson,  MS  39205-0730 
CEO:  Emerson  B  Robinson  Jr 

Regional  bank 
www.dgb.com 
601-354-8211 
Fax:  601-354-8192 

Diebold 

PO  Box  8230 

Canton,  OH  44711-8230 

CEO:  Robert  W  Mahoney 

Business  supplies 
wvw.diebold.com 
330-489-4000 
Fax:  330-588-3794 

Digital  Equipment 

1 1 1  PnwHprmill  Rnad 

III  iUWUC-IIMII  IVUOU 

Maynard.  MA  01754-1418 
CEO:  Robert  B  Palmer 

Computer  systems 

WWW  riiuital  mm 

508-493-7182 
Fax:  508-493-7633 

Dillard  Department  Stores 

PO  Box  486 

Little  Rock,  AR  72203 

CEO:  William  T  Dillard  Sr 

Department  stores 
www.azstar.com/dillards 
501-376-5200 
Fax:  501-376-5035 

Dime  Bancorp 

589  Fifth  Avenue 

New  York,  NY  10017-1977 

CEO:  Lawrence  J  Toal 

Thrift 
www.dime.com 
212-326-6170 
Fax:  212-326  -6169 
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Walt  Disney 

duu  ooutn  Duena  visra  oireet 
Burbank,  CA  91521-0301 
CEO:  Michael  D  Eisner 

Broadcasting  &  movies  i 
www.disney.com  : 
818-560-1000  : 
Fax:  818-560-1930  : 

Dole  Food 

rU  Box  JliZ 

Westlake  Village,  CA  91359-5132 
CEO:  David  H  Murdotk 

Food  processor  ; 
www  dole.com  : 
818-879-6500  '■ 
Fax:  818-879-6518  ; 

Dollar  General 

104  Woodmont  Boulevard 
Nashville,  TN  37205 
CEO:  Cal  Turner  Jr 

Drug  &  discount  stores ; 
www.streetnet.com/dlrgen  : 
615-783-2000  j 
Fax:  615-386-9936  i 

Dominick's  Supermarket 

505  Rsilrosd  Avenue 
Northlake,  IL  60164 
CEO:  Robert  A  Mariano 

Supermkts  &  convenience  : 

708-562-1000  \ 
Fax:  708-409-3979  ; 

Dominion  Resources 

rU  uOX  Zojoi 

Richmond,  VA  23261 
CEO: Thos  E  Capps 

Electric  util-SE  ; 
www.domres.com  : 
804-775-5700  ; 
Fax:  804-775-5819  : 

RR  Donnelley  &  Sons 

77  West  Wscker  Drive 
Chicago,  IL  60601-1696 
CEO:  William  L  Davis 

Advertising  &  publishing  : 
www.donnelly.com  ■ 

312-326-8000 
Fax:  312-326-7706 

Dover 

ZoU  rdlK  Hvenuc 

New  York,  NY  10017-1292 
CEO:  Thomas  L  Reece 

Misc  industrial  equip  ; 

212-922-1640 
Fax:  212-922-1656  ■ 

Dow  Chemical 

iUou  uow  uenier 

Midland,  Ml  48674 

CEO:  William  S  Stavropoulos 

Diversified  chemicals 
www.dow.com 
517-535-1000 
Fax:  517-636-1830 

Dow  Jones 

cuu  Liueny  oireei 
New  York,  NY  10281 
CEO:  Peter  R  Kann 

Advertising  &  publishing 
www.dowjones.com 
212-416-2000 
Fax:  212-416-3494 

Downey  Financial 

rU  DOX  DUUU 

Newport  Beach,  CA  92658-6000 
CEO:  Stephen  W  Prough 

Thrift 

www.downeysavings.com 
714-854-0300 
Fax:  714-854-8162 

DPL 

Courthouse  PIsza  Southwest 
Dayton,  OH  45402 
CEO:  Allen  M  Hill 

Electric  util-NC 

513-224-6000 
Fax:  513-259-7147 

DDE 

rU  [jOX  Do 

Pittsburgh,  PA  15230-0058 
CEO:  David  D  Marshall 

Electric  util-NC 
www.dpe.com 
412-393-5000 
Fax:  412-393-4635 

Dresser  industries 

Pfl  Rnv  71  8 
rU  DOX  / 1 0 

Dallas,  TX  75221-0718 
CEO:  William  E  Bradford 

Oilfield  services 
www.dresser.com 
214-740-5000 
Fax:  214-740-6584 

DTE  Energy 

2000  Second  Avenue 
Detroit,  Ml  48226-1279 
CEO:  JohnELobbia 

Electric  util-NC 
www.detroitedison 

800-477-4747 
Fax:  313-237-9828 

El  du  Pont  de  Nemours 

inn?  MarUot  ^troot 
lUu/  IVIdlKcl  oUccl 

Wilmington,  DE  19898 
■  CEO:  John  A  Krol 

Diversified  chemicals 

WWW.UUpUIU.tUIM 

302-774-1000 

Duke  Power 

^c/L  ooutn  unuicn  oueei 
Charlotte,  NC  28242-0001 
■  CEO:  William  H  Grigg 

Electric  util-SE 
www.dukepower.com 
704-594-0887 
Fax:  704-382-8375 

:  Dun  &  Bradstreet 

One  Diamond  Hill  Road 
■  Murray  Hill,  NJ  07974-1218 
;  CEO:  Volney  Taylor 

Advertising  publishing 
www.dnbcorp.com 
908-665-5000 
Fax:  908-665-5803 

£ 


Eastman  Chemical 

PO  Box  511 

Kingsport,  TN  37662-5075 
CEO:  Earnest  W  Deavenport  Jr 

Specialty  chemicals : 
www.eastman.com 

423-229-2000  \ 
Fax:  423-229-1008  : 

Eastman  Kodak 

343  State  Street 
Rochester,  NY  14650-0910 
CEO:  George  M  C  Fisher 

Photography  &  toys  : 
www.kodak.com  : 
716-724-4000  : 
Fax:  716-724-0563  ; 

Eaton 

nil  Superior  Avenue 
Cleveland,  OH  44114-2584 
CEO:  Stephen  R  Hardis 

Electrical  equipment : 
vww.eaton.com  : 
216-523-5000  j 
Fax:  216-523-4787  ! 

Echlin 

100  Double  Beach  Road 
Branford,  CT  05405 
CEO:  Lawrence  W  McCurdy 

Auto  parts  : 
www.echlin.com  : 
203-481-5751  i 
Fax:  203-481-6485  ; 

i  Edison  International 

;  PO  Box  800 

]  Rosemead,  CA  91770 

;  CEO:  John  E  Br\son 

Electric  util-W  ! 
www.edisonx.com  : 
818-302-1212  : 
Fax:  818-302-2117  ; 

i  AG  Edwards 

:  One  North  Jefferson  Avenue 

;  St  Louis,  MO  63103 

:  CEO:  Benjamin  F  Edwards  III 

Brokerage : 
wvw.agedwards.com  '■■ 
314-955-3000  ; 
Fax:  314-955-5547  i 

i  El  Paso  Energy 

:  PO  Box  2511 

;  Houston,  TX  77252 

i  CEO:  William  A  Wise 

Other  gas  j 
www.epenergy.com  : 
713-757-2131  \ 
Fax:  713-757-1872  : 

\  Electronic  Data  Systems 

:  5400  Legacy  Drive 
\  Piano,  TX  75024-3199 
:  CEO:  Lester  M  Alberthal  Ir 

Business  services 
www.eds.com 
972-604-6000  : 
Fax:  972-605-6662  ' 

;  EMC 

:  35  Parkwood  Drive 

i  Hopkinton,  MA  01748-9103 

;  CEO:  Michael  C  Ruettgers 

Computer  peripherals 
www.emc.com 
508-497-6912 
Fax:  508-435-7954 

:  Emerson  Electric 

:  PO  Box  4100 

;  St  Louis,  MO  63136 

;  CEO:  Charles  F  Knight 

Electrical  equipment 

314-553-2000 
Fax:  314-553-1605 

:  Engelhard 

:  PO  Box  770 

;  Iselin,  NJ  08830-0770 

;  CEO:  Orin  R  Smith 

Nonferrous  metals 

908-205-5000 
Fax:  908-321-5079 

i  Enova 

:  PO  Box  129400 

\  San  Diego,  CA  92112-9400 

;  CEO:  Stephen  L  Baum 

Electric  util-W 
www.enova.com 
619-239-7700 
Fax:  619-696-1814 

:  Enron 

;  PO  Box  1188 

;  Houston,  TX  77251-1188 

;  CEO:  Kenneth  L  Lay 

Other  gas 
vnvw.enron.com 
713-853-6161 
Fax:  713-853-6790 

:  Ensco  International 

:  1445  Ross  Avenue 
:  Dallas,  TX  75202-2792 
:  CEO:  Carl  FThorne 

Oilfield  services 

214-922-1500 
Fax:  214-855-0080 

i  Entergy 

:  DA  Drtu  c  1  Ann 
;  rU  box  blUUU 

:  New  Orleans,  LA  70151 
;  CEO:  Edwin  Lupberger 

Electric  util-SC 
www.entergy.com 
504-529-5262 
Fax:  504-576-4269 

:  Equifax 

;  PO  Box  4081 

:  Atlanta,  GA  30302 

!  CEO:  Daniel  WMcGlaughlin 

Business  services 
www.equifax.com 
404-885-8000 
Fax:  404-888-5452 
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How  traditional  insurance  works: 


All  you  have  to  do  to  g^et  this  is  die. 


Traditional  life  insurance  products  were  designed 
over  a  century  ago  to  offer  one  primary  benefit.  A 
lump  sum  of  cash  in  the  event  of  an  early  death. 

But  a  funny  thing  happened  on  the  way  to  the  21st 
century.  People  started  living  longer.  Today,  it's  no 
longer,  "I'm  worried  about  dying  young."  It's,  "What 
if  I  outlive  my  money?" 

Yet,  while  the  needs  of  insurance  customers  have 
changed,  most  insurance  companies  continue  to  push 
outdated  products  that  emphasize  death  benefits  and 
offer  modest  retirement  income  as  an  afterthought. 


LifeUSA  has  a  new  idea — called  "Universal  Annuity 
Life'.'*  The  first  life  insurance  policy  that  not  only  covers 
against  early  death,  but  also  rewards  our  policyholders 
with  a  guaranteed  retirement  income  that  can  be  two  to 
three  times  greater  than  traditional  insurance  policies. 

Has  our  approach  been  successful?  A  new  company 
just  ten  years  ago,  LifeUSA  now  manages  more  than 
$4  billion  in  assets,  and  has  become  one  of  the  most 
successful  companies  in  the  insurance  business. 

Call  us  at  1-800-950-7372   j  I  |0  A* 

today  for  more  information. 


wncnc  lu  nnu  inc  uurorMnicp 


i  Equitable  Cos 

;  1290  Avenue  of  the  Americas 
I  New  York,  NY  10104 
;  CEO:  Joseph  J  Melcne 

Life  &  health  insurance 
www.eqshare.com 
212-554-1234 
Fax:  212-554-2472 

:  Equitable  of  Iowa  Cos 

i  PO  Box  1635 

;  Oes  Moines,  lA  50306-1635 
j  CEO:  Frederic!*  S  Hubbell 

Life  &  health  insurance 

515-245-6911 
Fax:  515-245-6973 

;  Estee  Lauder  Cos 

:  767  Filth  Avenue 
i  NewYorl(,  NY  10153 
:  CEO:  Leonard  A  Lauder 

Personal  products 
212-572-4200 

i  Everest  Reinsurance 

:  Three  Gateway  Center 
;  Newarl(,  NJ  07102-4082 
;  CEO:  Joseph  V  Taranto 

Property  &  casualty  ins 
201-802-8000 

i  Excel  Communications 

;  8750  North  Central  Expressway 
:  Dallas,  TX  75231 
:  CEO:  Kenny  A  Troutt 

Telecommunications 
www.exceltel.com 
214-863-8000 
Fax:  214-863-8725 

:  Exxon 

i  5959  Las  Colinas  Boulevard 
i  Irving,  TX  75039-2298 
i  CEO:  Lee  R  Raymond 

International  oil  * 
www.exxon.com 
972-444-1000  : 
Fax:  972-444-1348  I 

F 

;  Fairchild 

:  PO  Box  10803 
;  Chantilly,  VA  22021 
;  CEO:  Jeffrey  J  Steiner 

Aerospace  &  defense  \ 
703-478-5800  \ 

i  Fannie  Mae 

:  3900  Wisconsin  Avenue  NW 
\  Washington,  DC  20016-2899 
:  CEO:  James  A  Johnson 

Lease  &  finance  i 
www.fanniemae.com  ; 
202-752-7000  i 
Fax:  202-752-3808  j 

i  Federal  Express 

;  2005  Corporate  Avenue 

Memphis,  TN  38132 
■  CEO:  Frederick  W  Smith 

Air  freight ; 
www.fedex.com  ; 
901-369-3600  I 
Fax:  901-395-4928  i 

Federal  Home  Loan  Mortgage    Lease  &  finance  i 

8200  Jones  Branch  Drive               www.freddimac  com  j 
McLean,  VA  22102  703-903-2000: 
'  CEO:  Leiand  C  Brendsel                 Fax:  703-903-2447  i 

Federated  Department  Stores  Department  stores  \ 

7  West  Seventh  Street              www.federated-fds.com  i 
Cincinnati,  OH  45202                        513-579-7000  ; 
CEO:  James  M  Zimmerman              Fax:  513-579-7555  : 

Fifth  Third  Bancorp 

38  Fountain  Square  Plaza 
Cincinnati,  OH  45263 
CEO:  George  A  SchaeferJr 

Regional  bank ; 

www.53.com  ; 
513-579-5300  ; 
Fax:  513-579-5226  i 

Fina 

PO  60x2159 

Dallas,  TX  75221-2159 

CEO:  Ron  W  Haddock 

Miscellaneous  energy ; 

214-750-2400  I 
Fax: 214-750-2399  ; 

Finova  Group 

PO  Box  2209 

Phoenix,  AZ  85002-2209 

CEO:  Samuel  L  Eichenfield 

Lease  &  finance  ; 
www.finova.com  ; 
602-207-4900  i 
Fax:  602-207-4099  \ 

First  American  Corp 

First  American  Center 
Nashville,  TN  37237-0708 
CEO:  Dennis  C  Bottorfl 

Regional  bank  i 

615-748-2000  1 
Fax:  615-748-2412  : 

First  Bank  System 

601  Second  Avenue  South 
Minneapolis,  MN  55402-4302 
CEO:  John  F  Grundhofer 

Regional  bank  ; 
viww.fbs.com  ; 
612-973-1111  ; 
Fax:  612-973-4072  i 

i  First  Chicago  NBO 

i  One  First  National  Plaza 
i  Chicago,  IL  60670 
i  CEO:  Verne  G  Istock 

Multinational  bank 
www.fcnbd.com 
312-732-4000 
Fax:  312-732;6092 

;  First  Citizens  BancShares 

i  PO  Box  27131 

;  Raleigh,  NC  27611-7131 

i  CEO:  Lewis  R  Holdiiig 

Regional  bank 
viww.firstcitizens.com 
919-755-7000 
Fax:  919-755-2844 

\  First  Commerce 

:  201  St  Charles  Avenue 
;  New  Orleans,  LA  70170 
:  CEO:  Ian  Arnof 

Regional  bank 

504-561-1371 
Fax:  504-582-1014 

i  First  Commercial 

I  PO  Box  1471 

i  Little  Rock,  AR  72203 

:  CEO:  Barnett  Grace 

Regional  bank 
www.firstcommercial.com 
501-371-7000 
Fax:  501-371-7413 

:  First  Data 

;  401  Hackensack  Avenue 
•  Hackensack,  NJ  07601 
i  CEO:  Henry  C  Duques 

Business  services 

201-525-4700 
Fax:  201-342-0402 

i  First  Empire  State 

•  One  M  &  T  Plaza 
;  Buffalo,  NY  14240 
i  CEO:  Robert  G  Wilmers 

Regional  bank 

716-842-5445 
Fax:  716-842-5021 

i  First  Financial  Corp 

i  1305  Main  Street 

i  Stevens  Point,  Wl  54481 

'  CEO:  John  C  Seramur 

Regional  bank 

715-341-0400 
Fax:  715-345-4139 

First  Hawaiian 

PO  Box  3200 
Honolulu,  HI  96847 
CEO:  Walter  A  DodsJr 

Regional  bank 
www.fhb.com 
808-844-4444 
Fax:  808-533-7844 

First  National  of  Nebraska 

1620  Dodge  Street 
Omaha,  NE  68102 
CEO:  F  Phillips  Giltner 

Regional  bank 

402-341-0500 
Fax:  402-633-7426 

First  of  America  Bank 

211  South  Rose  Street 
Kalamazoo,  Ml  49007-5264 
CEO:  Richard  F  Chormann 

Regional  bank 
www.first-of-america.com 
616-376-9000 
Fax:  616-376-7016 

First  Security 

PO  Box  30006 

Salt  Lake  City,  UT  84130-0006 
CEO:  Spencer  F  Eccles 

Regional  bank 

801-246-6000 
Fax:  801-359-6928 

First  Tennessee  National 

PO  Box  84 
Memphis,  TN  38101 
CEO:  Ralph  Horn 

Regional  bank 
www.ftb.com 
901-523-4444 
Fax:  901-523-4354 

First  Union 

One  First  Union  Center 
Charlotte,  NC  28288 
CEO:  Edward  E  Crutchfield 

Regional  bank 
www.firstunion.com 
704-374-6161 

First  USA 

1601  Elm  Street 
Dallas,  TX  75201 
CEO:  John  C  Tolleson 

Lease  &  finance 
www.firstusacom 
214-849-2000 
Fax:  214-849-3748 

First  Virginia  Banks 

6400  Arlington  Boulevard 
Falls  Church,  VA  22042-2336 
CEO:  Barry  J  Fitzpatrick 

Regional  bank 
www.firstvirginia.com 
703-241-4000 
Fax:  703-241-3090 

Firstar 

PO  Box  532 
Milwaukee,  Wl  53201 
CEO:  Roger  L  Fitzsimdnds 

Regional  bank 
www.firstar.com 
414-765-4321 
Fax:  414-765-6040 

FirstFed  Financial 

401  Wilshire  Boulevard 
Santa  Monica,  CA  90401-1490 
CEO:  Babette  E  Heimbuch 

Thrift 

310-319-6000 
Fax:  310-319-6046 

FirstMerit 

III  Cascade  Plaza 
Akron,  OH  44308-1103 
CEO:  John  R  Cochran 

Regional  bank 

330-996-6300  1 
Fax:  330-384-7133  ! 

Flagstar  Cos 

203  East  Main  Street 
Spartanburg,  SC  29319-0001 
CEO:  James  B  Adamson 

Restaurant  chain 
864-597-8000  ' 

Fleet  Financial  Group 

One  Federal  Street 
Boston,  MA  02211 
CEO:  Terrence  Murray 

Regional  bank ' 
vnvw.fleet.com 
617-346-4000 
Fax:  617-346-5477 

Fleetwood  Enterprises 

PO  Box  7638 

Riverside,  CA  92513-7638 
CEO:  John  C  Crean 

Recreation  equipment 
vww.fleetwood.com 
909-351-3500 
Fax:  909-351-3690 

Fleming  Cos 

PO  Box  26647 

Oklahoma  City,  OK  73126-0647 
CEO:  Robert  E  Stauth 

Food  wholesaler 
www.fleming.com 
405-840-7200 
Fax:  405-841-8149 

Florida  Progress 

PO  Box  14042 

St  Petersburg,  FL  33733 

CEO:  Jack  B  Critchfield 

Electric  util-SE 
www.fpc.com 
800-937-2640 
Fax:  813-866-4986 

Fluor 

3353  Michelson  Drive 
Irvine,  CA  92698 
CEO:  Leslie  G  McCraw 

Builder 
www.fluorcom 
714-975-2000 
Fax:  714-975-5981 

FMC 

200  East  Randolph  Drive 
Chicago,  IL  60601 
CEO:  Robert  N  Burt 

Diversified  chemicals 
wvw.fmc.com 
312-861-6000 
Fax:312-861-6176 

Food  Lion                  Supermarkets  &  convenience 
PO  Box  1330  wvw.foodlion.com 
Salisbury,  NC  28145-1330  704-633-8250 
CEO:  Tom  E  Smith                        Fax:  704-639-1353 

Ford  Motor 

PO  Box  1899 

Dearborn,  Ml  48121-1899 
CEO:  Alex  J  Trotman 

Autos  &  trucks 
www.ford.com/news 

313-322-3000 
Fax:  313-248-3109 

Fort  Howard 

1919  South  Broadway 
Green  Bay,  Wl  54304 
CEO:  Michael  T  Riordan 

Personal  products 

414-435-8821 
Fax:  414-435-3703 

Foster  Wheeler 

Perryville  Corporate  Park 
Clinton,  NJ  08809-4000 
CEO:  Richard  J  Swift 

Builder 
www.fwc.com 
908-730-4000 
Fax:  908-730-5300 

Foundation  Health 

3400  Data  Drive 

Rancho  Cordova,  CA  95670 

CEO:  Daniel  D  Crowley 

Health  care  services 

916-631-5000 
Fax:  916-631-5882 

FPL  Group 

PO  Box  14000 

Juno  Beach,  FL  33408-0420 
CEO:  James  L  Broadhead 

Electric  util-SE 
wvw.fpl.com 
407-694-4695 
Fax:  407-694-4718 

Franklin  Resources 

PO  Box  7777 

San  Mateo,  CA  94403-7777 
CEO:  Charles  B  Johnson 

Lease  &  finance 

415-312-2000 
Fax:415-574-5012 

Freeport-McMoRan  Copper 

1615  Poydras  street 
New  Orleans.  LA  70112 
CEO;  James  R  Moffett 

Nonferrous  metals 
www.fcx.com 
504-582-4000  : 

Fremont  General 

PO  Box  2208 

Santa  Monica,  CA  90407-2208 
CEO:  James  A  Mclntyre 

Property  &  casualty  ins : 

310-315-5594  : 
Fax:  310-315-5599  i 

330 
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UNLIMITFD       P  ARTNERSHIP 


DEAN  BURCHSS  FROM  ARAMARK  wilh  OWEN  CHAPPELl,  0\  BRmSH  PETROLEUM. 


'  FINDING  ARAMARK  WAS 

GENIUS.  WHEN  WE  HAD  SALES  OF  $150  MILLION,  6  MONTHS  FASTER  THAN  WE  PLANNED,  IT  WAS 

LIKE  STRIKING  OIL. ' 


Would  we  have  sold  50,000  barrels  of  oil  a  day  at  $22  a  barrel  in  19%  if  ARAMARK  weren't  a  nuyor  part  oj  the  consortium  of  companies  working 
'ith  us  in  the  North  Sea'^  I  think  the  answer  is  clearly,  no.  Oh,  we  knew  how  well  Dean  Burj^ess  and  his  team  would  handle  our  food  service, 
lagazine  and  hook  concessions,  the  facdity  management  and  even  mail  delivery  for  %  full-time  people.  There  was  never  a  doubt.  But  when 
RAMARK  had  the  idea  to  budd  the  entire  offshore  crew's  living  quarters  on  dry  land,  float  it  to  the  site,  lift  it  onto  the  platform  and  in  less  than  four 
ours  plug  it  in  so  we  could  begin  drilling  od  immediately,  well  that's  when  we  knew  we  had  ourselves  a  real  partner.  And  to  think,  the  entire  project 
vne  in  $156  million  under  budget.  When  you  combine  that  with  the  millions  of  barrels  oj  od  we've  sold.  wed.  what  can  1  say?"  The  words  of  Owen 
^.happell  of  British  Petroleum.  Who  said  it  couldn't  he  done'f  No  one  at  ARAMARK,  that's  for  sure.  That  attitude  is  nowhere  to  be  found  when  the 
nly  thing  that  matters  is  solving  a  partner's  problems.  Helping  a  partner  save  money  And  helping  a  partner  make  money  It's  led  Mr  Chappell  to 
dd  one  thing:  "The  value  of  BP's  partnership  with  ARAMARK  is  proven  to  me  every  day  -  barrel  by  barret."  /\^/^J^l/^J^^ 


O  LEARN  MORE  ABOUT  UNLIMrLEI)  PARTNERSHIP  CAI  I  1 -800-ARAMARK  OR  VISIT  US  Al  hllp://www. aramark.com  Managed  Servuci.  Managed  Better. 
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Frontier 

180  South  Clinton  Avenue 
Rochester,  NY  14646-0700 
CEO:  Ronald  L  Bittner 

Telecommunications ; 
www.frontiercorp.com  \ 
716-777-1000  i 
Fax;  716-232-8702  ! 

Fruit  of  the  Loom 

233  South  Wacker  Drive 
Chicago,  IL  60606 
CEO:  William  Farley 

Wearing  apparel ; 
www.fruit.com  \ 
312-876-1724  1 
Fax;  312-993-1827  ; 

Fulton  Financial 

PO  Box  4887 
Lancaster,  PA  17604 
CEO;  Rufus  A  Fulton  Ir 

•  Regional  bank  i 
www.fult.com  \ 
717-291-2411  : 
Fax;  717-291-2695  \ 

G 

Gannett 

1100  Wilson  Boulevard 
Arlington,  VA  22234 
CEO:  John  J  Curley 

Advertising  &  publishing  ; 
www.gannett.com  ; 

703-284-6000  ! 
Fax;  703-276-5540  \ 

Gap 

One  Harrison  Street 
San  Francisco,  CA  94105 
CEO:  Millard  Drexler 

Apparel  stores ; 
www.gap.com  : 
415-952-4400  ! 
Fax:415-427-7007  \ 

Gateway  2000 

PO  Box  2000 

North  Sioux  City,  SD  57049-2000 
CEO:  Theodore  W  Waitt 

Computer  systems  \ 
www.gw2k.com  i 
605-232-2000  ! 

Fax:  605-232-2455  \ 

GATX 

500  West  Monroe  Street 
Chicago,  IL  60661-3676 
CEO:  Ronald  H  Zech 

Lease  &  finance ; 
www.gatx.com  \ 
312-621-6200  \ 
Fax;  312-621-6646  i 

Genentech 

460  Point  San  Bruno  Boulevard 
South  San  Francisco,  CA  94080 
CEO:  Arthur  D  Levinson 

Drugs  : 
www.gene.com  ; 
415-225-1000  i 
Fax;  415-225-6000  \ 

General  Dynamics 

3190  Fairview  Park  Drive 
Falls  Church,  VA  22042-4523 
CEO:  James  R  Mellor 

Aerospace  &  defense  ; 

703-876-3000  ! 
Fax;  703-876-3125  i 

General  Electric 

3135  Fasten  Turnpike 
Fairfield,  CT  06431-0001 
CEO:  John  F  Welch  Jr 

Electrical  equipment ; 
www.ge.com  : 
203-373-2211  '■ 
Fax:  203-373-3131  j 

General  Instrument 

8770  West  Bryn  Mawr  Avenue 
Chicago,  IL  60631 
CEO:  Richard  S  Friedland 

Telecommunications '. 
www.gi.com  : 
773-695-1000 
Fax:  773-695-1001 

General  Mills 

PO  Box  1113 
Minneapolis,  MN  55440 
CEO:  Stephen  W  Sanger 

Food  processor 
wwwgenmills.com 

612-540-2311 
Fax;  612-540-4925 

General  Motors 

PO  Box  431301 
Detroit,  Ml  48243-7301 
CEO:  John  F  Smith  Jr 

Autos  &  trucks 
www.gm.com 
313-556-5000 
Fax:  313-556-5108 

General  Re 

PO  Box  10351 
Stamford,  CT  06904-2351 
CEO:  Ronald  E  Ferguson 

Property  &  casualty  ins 

203-328-5000 
Fax;  203-328-6474 

Genuine  Parts 

2999  Circle  75  Parkway 
:  Atlanta.  GA  30339 
;  CEO;  Larry  L  Prince 

Auto  parts 
www.genpt.com 
770-953-1700 
Fax:  770-956-2211 

Georgia-Pacific 

PO  Box  105605 
Atlanta,  GA  30348-5605 
:  CEO;  Alston  D  Correll 

Paper  &  lumber 
www.gp.com 
404-652-4000 
Fax;  404-584-1470 
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Giant  Food                 Supermarkets  &  convenience  : 
PO  Box  1804                         www.cgonews.com/gfs  : 
Washington,  DC  20013                       301-341-4100  ; 
CEO:  Pete  1.  Manos                     Fax;  301-618-4967  ; 

Gillette 

Prudential  Tower  Building 
Boston,  MA  02199 
CEO:  Alfred  M  Zeien- 

Personal  products  : 

617-421-7000  : 
Fax;  617-421-7874  ; 

Glendale  Federal  Bank  FSB 

PO  Box  1709 
Glendale,  CA  91209 
CEO:  Stephen  J  Trafton 

Thrift  ; 
www.glenfed.com  : 
818-500-2000  \ 
Fax:  818-409-3296  ; 

Global  Marine 

777  North  Eldridge  Parkway 
Houston,  TX  77079 
CEO:  C  Russell  Luigs 

Oilfield  services ; 
www.glm.com  : 
281-596-5100  ; 
Fax:  281-596-5163  \ 

Golden  West  Financial 

1901  Harrison  Street 
Oakland,  CA  94612 
CEO:  Marion  0  Sandler 

Thrift  i 

510-446-3420  \ 
Fax:  510-446-4137  ; 

BF  Goodrich 

4020  Kinross  Lakes  Parkway 
Richfield,  OH  44286-9368 
CEO;  David  L  Burner 

Specialty  chemicals  \ 

216-659-7600  j 
Fax;  216-659-7906  j 

Goodyear  Tire  &  Rubber 

1144  East  Market  Street 
Akron,  OH  44316-0001 
CEO;  Samir  F  Gibara 

Auto  parts ; 
www.goodyearcom  ; 

330-796-2121  \ 
Fax:  330-796-2222  \ 

GPU 

100  Interpace  Parkway 
Parsippany,  NJ  07054-1149 
CEO;  James  R  Leva 

Electric  util-NE  ; 
www.gpu.com  : 
201-263-6500  \ 
Fax;  201-263-6393  : 

WR  Grace 

One  Town  Center  Road 
Boca  Raton,  FL  33486-1010 
CEO;  Albert  J  Costello 

Specialty  chemicals : 

561-362-2000 
Fax;  561-362-2193  ; 

WW  Grainger 

455  Knightsbridge  Parkway 
Lincolnshire,  IL  60069 
CEO;  Richard  L  Keyser 

Industrial  services  ; 
wvirw.grainger.com  i 
847-793-9030  ; 
Fax:  847-793-6452  ; 

Great  A&P  Tea             Supermarkets  &  convenience  : 
:  2  Paragon  Drive                           www.aptea.com  : 
;  Montvale,  NJ  07645  •                       201-573-9700  \ 
\  CEO:  James  Wood                        Fax;  201-930-8332  : 

:  Great  Lakes  Chemical 

:  PO  Box  2200 

:  West  Lafayette,  IN  47906-0200 
\  CEO:  Robert  B  McDonald 

Specialty  chemicals ; 

317-497-6100 
Fax:  317-497-6234 

\  Great  Western  Financial 

:  9200  Oakdale  Avenue 

:  Chatsworth,  CA  91311-6519 

i  CEO:  John  F  Maher 

Thrift 
www.gvri.com 
818-775-3411 
Fax:  818-775-3471 

:  Green  Tree  Financial 

i  345  Saint  Peter  Street 
;  Saint  Paul,  MN  55102-1639 
\  CEO;  Lawrence  M  Coss 

Lease  &  finance 

612-293-3400 
Fax;  612-293-3646 

\  GreenPoint  Financial 

:  90  Park  Avenue 
i  New  York,  NY  10016 
;  CEO:  Thomas  S  Johnson 

Thrift 

212-834-1000 
Fax:  212-834-1409 

;  GTE 

:  One  Stamford  Forum 
\  Stamford,  CT  06904 
:  CEO;  Charles  R  Lee 

Telecommunications 
www.gte.com 
203-965-2000 
Fax:  203-965-3496 

Guidant 

;  PO  Box  44906 

;  Indianapolis,  IN  46244 

;  CEO;  Ronald  W  Dollens 

Medical  supplies 
www  guidant.com 
317-971-2000 
Fax:  317-971-2040 

H 


Halliburton 

500  North  Akard  Street 
Dallas,  TX  75201-3391 
CEO:  Dick  Cheney 

Oilfield  services  i 
vww.halliburton.com  ; 
214-978-2600  \ 
Fax:  214-978-2611  ; 

Hannaford  Bros           Supermarkets  &  convenience  ! 
PO  Box  1000                      wviiw.hannaford.com/shop  ; 
Portland,  ME  04104  207-883-2911; 
CEO:  Hugh  G  Farrington                  Fax:  207-885-3165  ; 

Harcourt  General 

27  Boylston  Street 
Chestnut  Hill,  MA  02167 
CEO:  Richard  A  Smith 

Advertising  &  publishing  ! 
vww.irin.com/H  ; 
517-232-8200  i 
Fax;  617-739-1395  ! 

Harley-Davidson 

PO  Box  653  • 
Milwaukee,  Wl  53201 
CEO:  Richard  FTeerlink 

Recreation  equipment  1 
wvw.harley-davidson.com  ; 
414-342-4680  \ 
Fax;  414-343-4977  i 

Harnischfeger  Industries 

PO  Box  554 
Milwaukee,  Wl  53201 
.  CEO:  Jeffery  T  Grade 

Heavy  equipment : 

414-486-6400  \ 
Fax;  414-486-6747  i 

Harris 

:  1025  West  Nasa  Boulevard 
;  Melbourne,  FL  32919 
\  CEO;  Phillip  W  Farmer 

Computer  systems  j 
www.harris.com  : 
407-727-9100  \ 
Fax;  407-727-9646  i 

:  Hasbro 

;  1027  Newport  Avenue 
:  Pawtucket,  Rl  02862-0200 
;  CEO:  Alan  G  Hassenfeld 

Photography  &  toys  j 
vww.hasbro.com  ; 
401-431-8697  ; 
Fax;  401-431-8467  \ 

i  Hawaiian  Electric  Industries       Electric  utii-w ! 

;  PO  Box  730                                    www.hei.com  ; 
:  Honolulu.  HI  96808-0730                     808-543-5662  : 
;  CEO:  Robert  F  Clarke                     Fax:  808-543-7966  : 

:  HBO  &  Co 

:  301  Perimeter  Center  North 
i  Atlanta,  GA  30346 
!  CEO:  Charles  W  McCall 

Health  care  services 
vww.hboc.com 
770-393-6000 
Fax;  770-393-6092 

:  Health  Management  Assoc    Health  care  services 

:  5811  Pelican  Bay  Boulevard 

i  Naples,  FL  34108-2710  941-598-3131 
:  CEO;  William  J  Schoen                   Fax:  941-597-5794 

j  Health  Systems  International  Health  care  services 

j  21600  Oxnard  Street  vww.hsintl.com 
:  Woodland  Hills,  CA  91367                '  800-474-6676 
;  CEO:  Malik  M  Hasan                    Fax;  818-593-8591 

:  HealthSouth 

:  One  HealthSouth  Parkway 
;  Birmingham,  AL  35243 
;  CEO;  Richard  M  Scrushy 

Health  care  services 
www.healthsouth.com 
205-967-7115 

;  HJ  Heinz 

j  PO  Box  57 

;  Pittsburgh,  PA  15230-0057 
\  CEO:  Anthony  JF  O'Reilly 

Food  processor 
vww.hjheinz.com 
412-455-5700 
Fax;  412-456-6128 

'\  Hercules 

;  Hercules  Plaza 

:  Wilmington,  DE  19894-0001 

;  CEO;  R  Keith  Elliott 

Diversified  chemicals 
jrapp@herc.com 
302-594-5000 
Fax:  302-594-5400 

:  Hershey  Foods 

;  PO  Box  810 

;  Hershey,  PA  17033-0810 
;  CEO:  Kenneth  L  Wolfe 

Food  processor 
www.hersheys.com 
717-534-6799 

\  Hewlett-Packard 

:  3000  Hanover  Street 
;  Palo  Alto,  CA  94304 
;  CEO;  Lewis  E  Piatt 

Computer  systems 
www.hp.com 
415-857-1501 
Fax:  415-857-5518 
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What  would  you  like  for  your  next  wish? 


Imagine  a  land  of  affordable  labor,  low  oper- 


ating costs  and  cooperative  public  officers.  You 


might  think  it's  some  kind  of  site-selection  fairy 


tale.  It's  not.  It's  simply  business  as  usual  in 


Mississippi.  We've  created  an  aggressively  pro- 


business  environment  and  would  like  nothing 


more  than  the  opportunity  to  prove  it  to  you. 


Call  1-800-340-3323.  And  we'll  do  everything  in 


our  power  to  make  your  next  site  decision  a  very 


easy  one.  No  matter  how  lofty  your  goals. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


:  HFS 

:  6  Sylvan  Way 

;  Parsippany,  NJ  07054 

;  CEO:  Henry  R  Silverman 

Hotels  &  gaming 

201-428-9700 
Fax:  201-428-6057 

:  Hibernia 

\  PO  Box  61540 

'■■  New  Orleans,  LA  70161 

:  CEO:  Stephen  A  Hansel 

Regional  bank 
v<wv»,hlberniabank.com 
504-533-3333 
Fax:  504-533-5841 

Hillenbrand  Industries 

'■  700  State  Route  46  East 
Batesville,  IN  47006-8835 
CEO:  W  August  Hillenbrand 

Medical  supplies 
www.hillenbrand.com 
812-934-7000 
Fax:  812-934-1963 

Hilton  Hotels 

9336  Civic  Center  Drive 
Beverly  Hills,  CA  90210 
CEO:  Stephen  F  Bollenbach 

Hotels  &  gaming 
wvnv.hilton.com 
310-278-4321 
Fax:  310-205-4001 

Home  Depot 

2455  Paces  Ferry  Road 
Atlanta,  OA  30339-4024 
CEO:  Bernard  Marcus 

Home  improvement  stores 
www.homedepot.com 
770-433-8211 
Fax:  770-431-2685 

Honeywell 

PO  Box  524 

Minneapolis,  MN  55440-0524 
CEO:  Michael  R  Bonslgnore 

Electrical  equipment 

www.honeywell.com 
512-951-1000 
Fax:  612-951-2294 

Horace  Mann  Educators 

1  Horace  Mann  Plaza 
Springfield,  IL  62715-0001 
CEO:  Paul  J  Kardos 

Diversified  insurance 
www.horacemann.com 
217-789-2500 
Fax:  217-788-5161  ; 

Hormel  Foods 

1  Hormel  Place 
Austin,  MN  55912-3680 
CEO:  Joel  W  Johnson 

Food  processor  ; 

507-437-5611 
Fax:  507-437-5489 

Host  Marriott 

10400  Fernvvood  Road 
Bethesda,  MD  20817-1109 
CEO:  Terence  C  Golden 

Hotels  &  gaming 
www.marriott.com 
301-380-9000 
Fax:  301-380-5067 

Household  International 

2700  Sanders  Road 

Prospect  Heights,  IL  60070-2799 

CEO:  William  FAIdinger  III 

Lease  &  finance 

847-564-5000 
Fax:  847-205-7452 

Houston  Industries 

PO  Box  4567 
Houston,  TX  77210 
CEO:  Don  D  Jordan 

Electric  util-SC 
713-207-3000 

Hubbell 

PO  Box  549 

Orange,  CT  06477-4024 
CEO:  G  Jackson  Ratcliffe 

Electrical  equipment 

203-799-4100  ' 
Fax:  203-799-4223 

Humana 

PO  Box  1438 

Louisville,  KY  40201-1438 
CEO:  David  Atones 

Health  care  services 
www.humana.com 
502-580-1000 
Fax:  502-580-3615 

Hiintintrtnn  Banr^harpc 
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Huntington  Center 
Columbus,  OH  43287 
CEO:  Frank  Wobst 

RCglUllal  Udlin 

wvw.huntington.com 
614-476-8300 
Fax:  614-463-5284 

I 

!BP 

PO  Box  515 

Dakota  City,  NE  68731 

CEO:  Robert  L  Peterson 

Food  processor 
www.ibpinc.com 
402-494-2061 
Fax:  402-241-2946 

IKON  Office  Solutions 

PO  Box  834 

Valley  Forge,  PA  19482-0834 
CEO:  John  E  Stuart 

Business  supplies 
www.ikon.com 
610-296-8000 
Fax:  610-296-8419 

Illinois  Centra! 

455  N  Cityfront  Plara  Drive 
Chicago,  IL  60611-5504 
CEO:  E  Hunter  Harrison 

Railroad 

312-755-7500 
Fax:  312-755-7839  ■ 

Illinois  Tool  Works 

3600  West  Lake  Avenue 
Glenview,  IL  60025-5811 
CEO:  W  James  Farrell 

Misc  industrial  equip 

847-724-7500 
Fax:  847-657-4392 

lllinova 

PO  Box  511 

Decatur,  IL  62525-1805 
CEO:  Larry  D  Haab 

Electric  util-NC 
www.illinova.com 
217-424-6600 
Fax:  217-424-7390 

IMC  Global 

2100  Sanders  Road 
Northbrook,  IL  60062-6146 
CEO:  Wendell  F  Bueche 

Specialty  chemicals 

847-272-9200 
Fax:  847-205-4805 

Inacom 

10810  Farnam  Drive 
Omaha,  NE  68154 
CEO:  Bill  L  Fairfield 

Electronics  stores 
www.inacom.com 
402-392-3900 
Fax:  402-392-7214 

Ingersoll-Rand 

200  Chestnut  Ridge  Road 
Woodcliff  Lake,  NJ  07675 
CEO:  James  E  Perrella 

Heavy  equipment 
www.ingersoll-rand.com 
201-573-0123 
Fax:  201-573-3172 

Ingram  Micro 

1600  East  St  Andrew  Place 
Santa  Ana,  CA  92705 
CEO:  Jerre  L  Stead 

Computer  peripherals 
www.ingrammicro.com 
714-566-1000 
Fax:  714-566-7900 

Inland  Steel  Industries 

30  West  Monroe  Street 
Chicago,  IL  60603 
CEO:  Robert  J  Darnall 

Steel 

www.inland.com 
312-346-0300 
Fax:  312-899-3964 

Intel 

2200  Mission  College  Boulevard 
Santa  Clara,  CA  95052-8119 
CEO:  Andrew  S  Grove 

Computer  peripherals 
www.intel.com 
408-765-8080 
Fax:  408-765-1774 

Intelligent  Electronics 

411  Eagleview  Boulevard 

Exton,  PA  19341 

CEO:  Richard  D  Sanford 

Electronics  stores 
www.inel.com 
610-458-5500 
Fax:  610-458-5702 

IntI  Business  Machines 

Old  Orchard  Road 
Armonk,  NY  10504 
CEO:  Louis  V  Gerstner  Jr 

Computer  systems 
www.ibm.com 
914-755-1900 

Fax:  914-755-5099 

IntI  Flavors  &  Fragrances 

521  West  57th  Street 
New  York,  NY  10019 
CEO:  Eugene  P  Grisanti 

Specialty  chemicals 

212-765-5500 
Fax:212-708-7130 

International  Multifoods 

PO  Box  2942 

Minneapolis,  MN  55402-0942 
CEO:  Gary  E  Costley 

Food  processor 
www.multifoods.com 
612-340-3300 
Fax:  612-340-3743 

International  Paper 

Two  Manhattanville  Road 
Purchase,  NY  10577 
CEO:  John  T  Dillon 

Paper  &  lumber 
www.ipaper.com 
914-397-1500 
Fax:  914-397-1691 

Interpublic  Group  of  Cos 

1271  Avenue  of  the  Americas 
New  York,  NY  10020 
CEO:  Philip  H  Geier  Jr 

Advertising  &  publishing 

212-399-8000 
Fax:  212-399-8130 

Interstate  Bakeries 

12  East  Armour  Boulevard 
Kanas  City,  MO  54111 
CEO:  Charles  A  Sullivan 

Food  processor 
www.irin.com/ibc 
816-502-4000 
Fax:  816-502-4126 

ITT 

1330  Avenue  of  the  Americas 
New  York,  NY  10019-5490 
CEO:  Rand  V  Araskog 

Hotels  &  gaming 
vww.itt.com 
212-258-1000 
Fax:  212-489-5195 

ITT  Hartford  Group 

Hartford  Plaza 
Hartford,  CT  05115 
CEO:  Raman!  Ayer 

Property  &  casualty  ins 
www.thehartford.com 
850-547-5000 
Fax:  860-547-6097 

ITT  Inriiictripc 

4  West  Red  Oak  Lane 
White  Plains,  NY  10604 
CEO:  Travis  Engen 

Auto  parts 
vwvw.ittind.com 
914-641-2000 
Fax:  914-695-2950 

J 

James  River  Corp  of  Virginia    Personal  products 

PO  Box  2218  www.iamesrivercorp.com 
Richmond,  VA  23218  804-644-5411 
CEO:  Miles  L  Marsh                      Fax:  804-649-4428 

Jefferson-Pilot 

PO  Box  21008 
Greensboro,  NC  27420 
CEO:  David  A  Stonecipher 

Life  &  health  insurance 
vww.jpc.com 
910-691-3000 
Fax:  910-591-3311 

Jefferson  Smurfit 

8182  Maryland  Avenue 
Clayton,  MO  53105 
CEO:  Richard  W  Graham 

Packaging 

314-745-1100 
Fax:  314-745-1281 

John  Alden  Financial 

PO  Box  020270 
Miami,  FL  33102-0270 
CEO:  Glendon  E  Johnson 

Life  &  health  insurance 
www.jalden.com 
305-715-2000 
Fax:  305-715-3220 

' Johnson  &  Johnson 

■  One  Johnson  &  Johnson  Plaza 

New  Brunswick,  NJ  08933 
:  CEO:  Ralph  S  Larsen 

Medical  supplies 
www.jnj.com 
908-524-0400 

'  Johnson  Controls 

PO  Box  591 
:  Milwaukee,  Wl  53201 
:  CEO:  James  H  Keyes 

Auto  parts 
www.jci.com 
414-228-1200 
Fax:  414-228-2077 

K 

i  Kansas  City  Southern  Industries  Railroad 

:  1 14  West  1  Ith  street  www.kcsi.com 
;  Kansas  City,  MO  64105-1804  815-983-1303 
\  CEO:  Landon  H  Rowland                  Fax:  815-983-1 192 

:  Kellogg 

;  PO  Box  3599 

;  Battle  Creek,  M!  49015-3599 
;  CEO:  Arnold  G  Langbo 

Food  processor 
www.kelloggs.com 

515-961-2000 
Fax:  515-961-2871 

\  Kelly  Services 

:  999  West  Big  Beaver  Road 

:  Troy,  Ml  48084 

:  CEO:  Terence  E  Adderley 

Business  services 
vww.kellyservices.com 
810-244-4305 
Fax:  810-244-4154 

:  Kerr-McGee 

;  PO  Box  25861 

;  Oklahoma  City,  OK  73125 

\  CEO:  Luke  R  Corbett 

Miscellaneous  energy 

405-270-1313 
Fax:  405-270-3123 

:  KeyCorp 

:  127  Public  Square 

;  Cleveland,  OH  44114-1306 

!  CEO:  Robert  W  Gillespie 

Regional  bank 
vww.keybank.com 
215-589-3000 
Fax:  215-689-5115 

:  Keystone  Financial 

\  PO  Box  3560 

:  Harrisburg,  PA  17105-3650 
\  CEO:  Carl  L  Campbell 

Regional  bank 
www.keyfin.com 
717-233-1555 
Fax:  717-231-5759 

:  Kimberly-Clark 

:  PO  Box  619100 
:  Dallas,  TX  75261-9100 
CEO:  Wayne  R  Sanders 

Personal  products 

972-281-1200 
Fax:  972-281-1490 
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Don't  let  this  happen  to  you. 
To  prepare  for  tomorrow,  plan  with  Alliance  today. 


You  know  that  you  should 
make  financial  preparations  for 
retirement.  And  you  might  not 
have  as  much  time  or  information 
as  you'd  like. 


Your  Financial  Adviser  should 
be  an  integral  part  of  your  retirement 
planning,  providing  sound  advice 
and  the  necessary  link  between 
you  and  Alliance  Capital. 


SM 


Investing  without  the  Mystery. 

1-888-AC  FUNDS 

http://www.alliancecapital.com 

Alliance  Fund  Distributors,  Inc.  is  a  member  of  the  NASD, 


Alliance  Capital  is  one  of 

the  world's  largest  investment 
managers.  With  more  than  two 
million  individuals  invested  in  our 
family  of  over  120  mutual  funds, 
we  have  the  research  capabilities 
and  performance  record  to  help 
get  you  from  where  you  are  now  to 
where  you  want  to  be. 


;  King  World  Productions 

i  1700  Broadway 

:  New  York,  NY  10019-5963 

\  CEO:  Michael  King 

Broadcasting  &  movies 
www.kingworld.com 
212-315-4000 
Fax:  212-582-9255 

i  Kmart 

j  3100  West  Big  Beaver  Road 
;  Troy,  Ml  48084-3163 
!  CEO:  Floyd  Hall 

Drug  &  discount  stores 
www.kmart.com 
810G43-1000 
Fax:  810-614-0664 

;  Knight-Ridder 

j  One  Herald  Plaza 
:  Miami,  PL  33132-1693 
i  CEO:  P  Anthony  Ridder 

Adveitising  &  publishing 
www.knight-riddercom 
305-376-3800 
Fax:305-995-8156 

:  Kohl's 

i  N56W17000  Ridgewood  Drive 
;  Menomonee  Falls,  Wl  53051 
;  CEO:  William  S  Kellogg 

Department  stores ; 

414-703-5800  ; 
Fax:414-703-5255  i 

i  Kroger 

i  1014  Vine  street 

i  Cincinnati,  OH  45202-1100 

;  CEO:  Joseph  A  Pichler 

Supermarkets  &  convenience  : 
www.foodcoop.com/kroger  i 
513-762-4000  ! 

L 

i  Lafarge 

i  PO  Box  4600 
;  Reston,  VA  22090 
i  CEO:  John  M  Piecuch 

Cement  &  gypsum  j 
www.lafarge.com  | 
703-264-3600  i 
Fax:  703-264-0634  i 

i  Lear 

:  21557  Telegraph  Road 
j  Southfield,  Ml  48086-5008 
:  CEO:  Kenneth  L  Way 

Auto  parts  ; 
www.lear.com  ; 
810-746-1500  i 
Fax:  810-746-1524  \ 

!  Leggett  &  Piatt 

:  No  1-Leggett  Road 
;  Carthage,  MO  64836 
:  CEO:  Harry  M  Cornell  Jr 

Home  furnishings ; 

417-358-8131  ; 
Fax:417-358-6045  \ 

'■  Lehman  Brothers  Holdings           Brokerage  i 

3  World  Financial  Center                   vmw.lehman.com  ; 
New  York,  NY  10285                          212-526-7000  i 
CEO:  Richard  S  Fold  Jr                   Fax:  212-528-6075  \ 

Leucadla  National 

315  Park  Avenue  South 
New  York,  NY  10010 
CEO:  Ian  M  Cumming 

Diversified  insurance ; 

212-460-1900  ; 
Fax:  212-598-4869  ! 

LG&E  Energy 

.  PO  Box  32030 
Louisville,  KY  40232-2030 
CEO:  Roger  W  Hale 

Electric  util-SE  j 
v»ww.lgeenergy.com  ; 

502-627-2000  i 
Fax:  502-627-4742  \ 

Liberty  Financial  Cos 

600  Atlantic  Avenue 
Boston,  MA  02210-2214 
CEO:  Kenneth  R  Leibler 

Life  &  health  insurance ; 
www.lib.com  i 
617-722-6000  : 
Fax:  617-742-8386  \ 

Life  USA  Holding 

PC  Box  59060 

Minneapolis,  MN  55459-0060 
CEO:  Robert  W  MacOonald 

Life  &  health  insurance  ; 

612-546-7386  I 
Fax:  612-525-6090  j 

Eli  Lilly 

Lilly  Corporate  Center 
Indianapolis,  IN  46285 
CEO:  Randall  L  Tobias 

Drugs  ; 
www.lillycom  \ 
317-276-2000  i 
Fax:  317-276-2095  \ 

Limited 

PO  Box  16000 
Columbus,  OH  43216 
CEO:  Leslie  H  Wexner 

Apparel  stores : 

614-479-7000  : 
Fax:  614-479-7079  i 

:  Lincoln  Natir  na! 

i  200  East  Bern/  Sireet 

:  Fort  Wayne,  IN  46802-2706 

\  CEO:  Ian  M  Rolland 

Diversified  insurance  ; 
www.lnc.com  1 
219-455-2000  \ 
Fax:  219-455-2733  ; 

\  Linear  Technology 

;  1630  McCarthy  Boulevard 

:  Milpitas,  CA  95035 

:  CEO:  Robert  H  Swanson  Jr 

Computer  peripherals ' 

408-432-1900 
Fax:  408-434-0507 

:  Litton  Industries 

\  21240  Burbank  Boulevard 
i  Woodland  Hills,  CA  91367-6675 
\  CEO:  John  M  Leonis 

Aerospace  &  defense 
www.littoncorp.com 
818-598-5000 
Fax:  818-598-3322 

;  Liz  Claiborne 

:  1441  Broadway 
;  New  York,  NY  10018 
:'  CEO:  Paul  R  Charron 

Wearing  apparel 

212-354-4900 
Fax:  212-626-1800 

:  Lockheed  Martin 

;  6801  Rockledge  Drive 
i  Bethesda,  MD  20817 
i  CEO:  Norman  R  Augustine 

Aerospace  &  defense 
wvHv.lmco.com 
301-897-6000 
Fax:  301-897-6083 

1  Loews 

:  667  Madison  Avenue 
i  New  York,  NY  10021-8087 
;  CEO:  Laurence  A  Tisch 

Tobacco 
wvw.loewshotels.com 
212-545-2000 
Fax:  212-545-2860 

:  Long  Island  Bancorp 

;  201  Old  Country  Road 
;  Melville,  NY  11747-2724 
!  CEO:  John  J  ConefryJr 

Thrift 
www.lisb.com 
516-547-2000 

i  Long  Island  Lighting 

;  175  East  Old  Country  Road 

:  Hicksville,  NY  11801 

;  CEO:  William  J  Catacosinos 

Electric  util-NE 
www.lilco.com 
516-755-6650 
Fax:  516-755-6967 

:  Longs  Drug  Stores 

:  PO  Box  5222 

i  Walnut  Creek,  CA  94596 

;  CEO:  Robert  M  Long 

Drug  &  discount  stores 
www.shareholder.com/longs 
510-937-1170 
Fax:  510-210-6886 

;  Loral  Space  &  Commun 

:  600  Third  Avenue 
i  New  York,  NY  10016 
;  CEO:  Bernard  L  Schwartz 

Telecommunications 
212-697-1105 

i  Louisiana-Pacific 

:  111  Southwest  Fifth  Avenue 
:  Portland,  OR  97204 
;  CEO:  Mark  A  Suwyn 

Paper  &  lumber 
www.lpx.com 
503-221-0800 
Fax:  503-796-0319 

i  Lowe's  Cos 

'■■  Box  1111 

i  No  Wilkesboro,  NC  28656-0001 
;  CEO:  Robert  L  Tillman 

Home  improvement  stores 
www.lowes.com 
910-651-4000 
Fax:  910-651-4756 

i  LSI  Logic 

:  1551  McCarthy  Boulevard 
:  Milpitas,  CA  95035 
;  CEO:  Wilfred  J  Corrigan 

Computer  peripherals 
www.lsilogic.com 
408-433-8000 
Fax:  408-433-7715 

i  LTV 

:  PO  Box  6778 

;  Cleveland,  OH  44101 

;  CEO:  David  H  Hoag 

Steel 

www.ltvsteel.com 
216-622-5000 
Fax:  216-622-4610 

:  Lubrizol 

;  29400  Lakeland  Boulevard 
:  Wickliffe,  OH  44092-2298 
:  CEO:  William  G  Bares 

Specialty  chemicals 
www.lubrizol.com 
216-943-4200 
Fax:  216-943-9062 

:  Lucent  Technologies 

:  500  Mountain  Avenue 
\  Murray  Hill,  NJ  07974-0636 
;  CEO:  Henry  B  Schacht 

Telecommunications 
www.lucent.com 
908-582-8500 
Fax:  908-508-2576 

Lyondell  Petrochemical 

PO  Box  3646 

Houston,  TX  77253-3646 

CEO:  Dan  F  Smith 

Specialty  chemicals  j 

713-652-7200  1 
Fax:  713-652-4151 ! 

M 

Magna  Group 

1401  South  Brentwood  Boulevard 
St  Louis,  MO  63144-1401 
CEO:  G  Thomas  Andes 

Regional  bank ; 

314-963-2500  \ 
Fax:  314-963-2570  \ 

Mallinckrodt 

7733  Forsyth  Boulevard 
St  Louis,  MO  63105 
CEO:  C  Ray  Holman 

Drugs  : 

vww.mallinckrodt.com  i 
314-854-5200  ! 
Fax:  314-854-5381  ; 

Manpower 

PO  Box  2053 
Milwaukee,  Wl  53201 
CEO:  Mitchell  S  Fromstein 

Business  services . 
www.manpower.com 
414-961-1000 
Fax:414-332-9213 

Mapco 

PO  Box  645 

Tulsa,  OK  74101-0645 

CEO:  James  E  Barnes 

Miscellaneous  energy 
vvww.mapcoinc.com 
918-581-1800 
Fax:  918-581-1534 

Marriott  International 

Marriott  Drive 
Washington,  DC  20058 
CEO:  J  Willard  Marriott  Jr 

Hotels  &  gaming 
www.marriott.com 
301-380-3000 
Fax:  301-897-9014 

Marsh  &  McLennan  Cos 

1 166  Avenue  of  the  Americas 
New  York,  NY  10036-2774 
CEO:AJCSmith 

Brokerage 

212-345-5000 
Fax:  212-345-4810 

Marshall  &  llsley 

770  North  Water  Street 
Milwaukee,  Wl  53202 
.  CEO:  James  B  Wigdale 

Regional  bank 

414-765-7801 
Fax:  414-765-7899 

Masco 

21001  Van  Born  Road 

Taylor,  Ml  48180 

CEO:  Richard  A  Manoogian 

Building  materials 
www.masco  com 
313-274-7400 
Fax:  313-374-6135 

Mattel 

333  Continental  Boulevard 
El  Segundo,  CA  90245-5012 
CEO:  Jill  E  Barad 

Photography  &  toys 

310-252-2000 
Fax:  310-252-2179 

Maxim  Integrated  Products 

120  San  Gabriel  Drive 
■  Sunnyvale,  CA  94086 
•  CEO:  John  F  Gifford 

Computer  peripherals 
www.maxim-ic.com 
408-737-7600 
Fax:  408-737-7194 

Maxxam 

PO  Box  572887 
Houston,  TX  77257-2887 
CEO:  Charles  E  Hurwitz 

Nonferrous  metals 

713-975-7600 
Fax:  713-267-3703 

May  Department  Stores 

611  Olive  Street 
St  Louis,  MO  63101 
CEO:  David  C  Farrell 

Department  stores 
maycompany.com 
314-342-6300 
Fax:  314-342-4461 

Maytag 

403  West  Fourth  Street  North 
Newton,  lA  50208 
CEO:  Leonard  A  Hadley 

Appliances 
vmw.maytagcorp.com 
515-792-8000 
Fax:  515-791-8375 

MBIA 

113  King  Street 
Armonk,  NY  10504 
CEO:  David  H  Elliott 

Lease  &  finance 
www.mbia.com 
914-273-4545 
Fax:914-765-3163 

336 


Forbes  ■  April  21,  1997 


1     •  T 
1     I  1 
1     I  1 
1     '  J 

«  1 

■  [ 

■  1 

•  i 

MAGAZINE! 

ED 

CH 

0 

RS* 

CE 

TM 


1    »  T 
1    I  1 
1    I  1 
1    '  J 

m  1 
1  j 

■  1 

•  1 

MAGAZINE 

ED 

CH 

0 

RS* 

CE 

TM 


Brother  HL-630 
November  22, 1994 


Brother  HL-630 
November  7, 1995 


Brother  HL-730/730DX 
November  5, 1996 


The  Laser  Printers  that 

have  won  PC  Magazine's  Editors'  Choice  Award 

3  years  in  a  row! 


6PPM/600DPI 


HL-730  Windows® /DOS® 
Starting  Around  $399.99' 


HL-730DX  Windows" /DOS""  /  Font  Manager 
Starting  Around  $429.99* 


THE  HL-700  SERIES  PRINTERS  ARE  AVAILABLE  AT: 
MONTGOMERY  WARD  ELECTRIC  AVENUE,  OFFICE  DEPOT,  OFFICEMAX  AND  STAPLES. 

OR  FOR  THE  NAME  OF  YOUR  NEAREST  RETAILER,  CALL  TOLL  FREE  1-800-8-BROTHER. 


We're  at  your  side. 


Brother  International  Corporation,  Soinerset,  NJ  ■  Brother  Industries,  Ltd.,  Nagoya,  Japan 

FOR  MORE  INFORMATION  PLEASE  CALL  THE  BROTHER  FAX-BACK  SYSTEM  1-800-521-2846  OR  VISIT  OUR  WEB  SITE  AT  http://www.brother.com 

'Actual  prices  may  vary. 


i  MBNA 

Lease  &  iinance 

:  Wilmington,  DE  19884-0786 
i  CEO:  Alfred  Lerner 

302-453-9930 
Fax:  302-4%-8541 

i  McDonald's 

;  One  Kroc  Drive 

i  Oak  Brook,  IL  60521-2278 

1  CEO:  Michael  R  Quinlan 

Restaurant  chain 
www.mcdonalds.com 
630-623-3000 
Fax:  630-623-8843 

\  McDonnell  Douglas 

;  PO  Box  516 

j  St  Louis,  MO  63166-0516 
i  CEO:  Harry  C  Stonecipher 

Aerospace  &  defense 
www.mdc.com 
314-232-0232 
Fax:  314-234-3826  : 

;  McGraw-Hill  Cos 

:  1221  Avenue  of  the  Americas 
;  New  York,  NY  10020-1095 
i  CEO:  loseoh  L  Dionne 

Advertising  &  publishing  : 
www.mcgraw-hill.com  i 
212-512-2000  i 
Fax:  212-512-2305  1 

\  MCI  Communications 

;  1801  Pennsylvania  Avenue  NW 
i  Washington,  DC  20006 
:  CEO;  Gerald  H  Taylor 

Telecommunications : 
www.mci.coffl  : 
202-872-1600  j 
Fax:  202-887-2967 ; 

i  McKesson 

i  One  Post  Street 

:  San  Francisco,  CA  94104 

:  CEO:  Alan  Seelenfreund 

Drugs  I 
www.mckesson.com  ! 

415-983-8300  \ 
Fax:415-983-8826  : 

i  MCN  Energy  Group 

:  500  Griswold  Street 
I  Detroit,  Ml  48226 
i  CEO:  Alfred  R  Clancy  III 

Gas  distributor : 
www.mcnenergy.com  ; 
313-256-5500  ] 
Fax:  313-256-6619  ; 

:  Mead 

;  Courthouse  Plaza  Northeast 
j  Dayton,  OH  45463 
:  CEO:  Steven  C  Mason 

Paper  &  lumber ; 
www.mead.com  i 
513-222-6323  \ 
Fax:  513-495-3021  ; 

\  MedPartners 

i  3000  Galleria  Tower 
:  Birmingham,  AL  35244 
i  CEO:  Larry  R  House 

Health  care  services  : 
www.medpartners.com  i 
205-733-8996  i 
Fax:  205-733-9780  ; 

i  Medtronic 

;  7000  Central  Avenue  NE 
i  Minneapolis,  MN  55432-3576 
:  CEO:  William  W  George 

Medical  supplies  : 
www.medtronic.com  : 
512-574-4000  j 
Fax:  612-574-4879  ; 

\  Mellon  Bank 

:  One  Mellon  Bank  Center 
:  Pittsburgh,  PA  15258-0001 
\  CEO:  Frank  V  Cahouet 

Regional  bank ; 
www.mellon.com  : 
412-234-5000  i 
Fax:  412-236-1662  \ 

;  Mercantile  Bancorporation 

;  PO  Box  524 

!  St  Louis,  MO  63166-0524 
[  CEO:  Thomas  H  Jacobsen 

Regional  bank : 

314-425-2525  \ 
Fax:  314-425-1286  ; 

:  Mercantile  Bankshares 

;  PO  Box  1477 

.  Baltimore,  MO  21203 

[  CEO:  H  Furlong  Baldwin 

Regional  bank ; 

410-237-5900  i 
Fax:  410-237-5427  : 

Mercantile  Stores 

■  9450  Seward  Road 
Fairfield,  OH  45014-2230 
CEO:  David  L  Nichols 

Department  stores ; 
www.mercstores.com  i 
513-881-8000  I 
Fax:  513-881-8124  ; 

Merck 

PO  Box  100 

Whitehouse  Station,  NJ  08889-0100 
CEO:  Raymond  V  Gilmartin 

Drugs : 
www.merck.com  i 
908-423-1000  i 

Merisel 

200  Continental  Boulevard 
El  Segundo,  CA  90245-0984 
CEO:  Dwight  A  Steffensen 

Computer  peripherals  ; 
www.mensel.com  1 
310-615-3080  ; 
Fax:  310-615-1234  ; 

Merrill  Lynch 

World  Financial  Center 
New  York,  NY  10281-1331 
CtO:  David  H  Komansky 

Brokerage : 
ml.com  : 
212-449-1000  i 
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;  Fred  Meyer 

;  PO  Box  42121 

;  Portland,  OR  97242-0121 

;  CEO:  Robert  G  Miller 

Drug  &  discount  stores 
www.fredmeyer.com 
503-232-8844 
Fax:  503-797-5299 

i  MGIC  Investment 

;  PO  Box  488 

:  Milwaukee,  Wl  5320J 

:  CEO:  William  H  Lacy 

Lease  &  finance 
www.mglc.com 
414-347-6480 
Fax:  414-347-6802 

\  MicroAge 

i  POBox  1920 

;  Tempe,  AZ  85280-1920 

;  CEO:  Jeffrey  D  McKeever 

Electronics  stores 
www.microage.com 
602-804-2000 
Fax:  602-929-2444 

j  Micron  Technology 

:  PO  Box  6 

;  Boise,  ID  83707-0006 
I  CEO:  Steven  R  Appleton 

Computer  peripherals 
www.micron.com 
208-368-4000 
Fax:  208-368-4435 

:  Microsoft 

;  One  Microsoft  Way 

;  Redmond,  WA  98052-6399 

i  CEO:  William  H  Gates 

Computer  software 
www.microsoft.com 
206-882-8080 
Fax:  206-936-7329 

i  MidAmerican  Energy  Holdings     Electric  utii-NC 

;  PO  Box  657  www.midamerican.com 
1  Des  Moines,  lA  50303-0657  515-281-2250 
i  CEO:  Stanley  J  Bright                     Fax:  515-242-4261 

'  Minnesota  Mining  &  Mfg 

3M  Center 

St  Paul,  MN  55144-1000 
:  CEO:  Livio  D  DeSimone 

Business  supplies 
www.mmm.com 
612-733-1110 
Fax:  612-733-9973 

Mirage  Resorts 

PO  Box  7777 

Las  Vegas,  NV  89177-0777 
CEO:  Stephen  A  Wynn 

Hotels  &  gaming 
www.mirageresorts.com 
702-791-7111 
Fax:  702-792-7646 

Mobil 

3225  Gallows  Road 
Fairfax,  VA  22037-0001 
CEO:  Lucio  A  Nolo 

tntof  not  inn  o  1  ml 
llllcl lldllUlldl  UN 

www.mobil.com 
703-846-3000 
Fax:  703-846-6002 

Molex 

2222  Wellington  Court 
Lisle,  IL  60532-1682 
CEO:  Frederick  A  Krehbiel 

Computer  peripherals 
www.molex.com 
630-969-4550 
Fax:  630-969-1352 

Monsanto 

800  North  Lindbergh  Boulevard 
St  Louis,  MO  63167 
CEO:  Robert  B  Shapiro 

Diversified  chemicals 
www.monsanto.com 
314-694-1000 
Fax:  314-694-7625 

JP  Morgan  &  Co 

60  Wall  Street 

New  York,  NY  10260-0060 

CEO:  Douglas  A  Warner  III 

Multinational  bank 
www.jpmorgan.com 
212-483-2323 

Morgan  Stanley  Group 

1585  Broadway 
New  York,  NY  10036 
CEO:  Richard  B  Fisher 

Brokerage 
www.ms.com 
212-761-4000 
Fax:  212-761-0094 

Morton  International 

100  North  Riverside  Plaza 
Chicago,  IL  60606-1596 
CEO:  S  Jay  Stewart 

Specialty  chemicals 
www.morton.com  . 
312-807-2000  : 
Fax:  312-807-2881  \ 

Motorola 

1303  East  Algonquin  Road 
Schaumburg,  IL  60196 
CEO:  Christopher  B  Galvin 

Telecommunications  ■ 
www.mot.com  : 
847-576-5000  ; 

N 

Naico  Chemical 

One  NaIco  Center 
Naperville,  IL  60563-1198 
CEO:  Edward  J  Mooney 

Specialty  chemicals ; 

www.nalco.com  ; 

630-305-1000  ; 
Fax:  630-305-2900  : 

:  Nash  Finch 

PO  Box  355 
;  Minneapolis,  MN  55440-0355 
I  CEO:  Alfred  N  Flaten 

Food  wholesaler  • 

612-832-0534 
Fax:  612-844-1236 

i  National  City 

;  1900  East  Ninth  Street 
;  Cleveland,  OH  44114-3484 
i  CEO:  David  A  Daberko 

Regional  bank 
www.national-city.com 
216-575-2000 
Fax:  216-575-2983 

National  Commerce  Bncp 

:  One  Commerce  Square 
i  Memphis,  TN  38150 
;  CEO:  Thomas  M  Garrott 

Regional  bank 
www.ncbccorp.com 

901-523-.3434 
Fax:  901-523-3120 

:  National  Semiconductor 

]  PO  Box  58090 

;  Santa  Clara,  CA  95052-8090 

i  CEO:  Brian  LHalla 

Computer  peripherals 
www.n3tional.com 
408-721-5000 
Fax:  408-739-9803 

I  National  Steel 

:  4100  Edison  Lakes  Parkway 
\  Mishawaka,  IN  46545-3440 
CEO:  Osamu  Sawaragi 

Steel 

219-273-7000 
Fax:  219-273-7477 

:  NationsBank 

:  NationsBank  Corporate  Center 
\  Charlotte,  NC  28255 
:  CEO:  Hugh  L  McColl  Jr 

Regional  bank 
www.nationsbank.com 
704-386-5000 
Fax:  704-386-4579 

:  Navistar  international 

:  455  North  Cityfront  Plaza  Dr 
;  Chicago,  IL  60611 
i  CEO:  John  R  Home 

Autos  &  trucks 
www.navistar.com 

312-836-2000 
Fax:312-836-2159 

:  NCR 

i  1700  South  Patterson  Boulevard 
;  Dayton,  OH  45479 
;  CEO:  Lars  Nyberg 

Computer  systems 
www.ncr.com 
937-445-5000 

:  New  England  Electric  System     Electric  utii-NE 

:  25  Research  Drive  www.nees.com 
\  Westborough,  MA  01582-0001  508-389-2000 
;  CEO:  John  W  Rowe                       Fax:  508-389-3198 

:  New  York  State  Electric  & 

;  PO  Box  3287 

:  Ithaca,  NY  14852-3287 

;  CEO:  Wesley  W  von  Schack 

Gas      Electric  util-NE 
www.nyseg.com 
607-347-4131 
Fax:  607-347-2560 

;  New  York  Times 

:  229  West  43rd  Street 
\  New  York,  NY  10036-3959 
:  CEO:  Arthur  Ochs  Sulzberger 

Advertising  &  publishing 
212-556-1234 

;  Newell  Co 

:  29  East  Stephenson  Street 
i  Freeport,  IL  61032 
I  CEO:  William  P  Sovey 

Home  furnishings : 
www.newellco.com 
815-235-4171 
Fax:  608-365-8341  : 

!  Newmont  Mining 

\  1700  Lincoln  street 
:  Denver,  CO  80203 
;  CEO:  Ronald  C  Cambre 

Nonferrous  metals  I 
www.newmont.com  : 
303-863-7414  \ 
Fax:  303-837-5837 ; 

:  Nextel  Communications 

:  1505  Farm  Credit  Drive 
\  McLean,  VA  22102 
;  CEO:  Daniel  F  Akerson 

Telecommunications  i 
www.nextel.com  i 
703-394-3000  i 
Fax:  703-394-3001  \ 

!  NGC 

:  1000  Louisiana  Street 
:  Houston,  TX  77002-5050 
;  CEO:  Charles  L  Watson 

Integrated  gas  1 

713-507-6400  : 
Fax:  713-507-3871  ; 

;  Niagara  Mohawk  Power 

:  300  Erie  Boulevard  West 
j  Syracuse,  NY  13202 
;  CEO:  William  E  Davis 

Electric  util-NE  \ 
www.nimo.com  i 
315-474-1511  i 

:  Nicer 

:  PO  Box  3014 

;  Naperville,  IL  60566-7014 

:  CEO:  Thomas  L  Fisher 

Gas  distributor ; 
www.nicorinc.com  ; 

630-305-9500  j 
Fax:  630-983-9328 ; 
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MORNINCSTAR     -^^"^^^  RATING 

Overall  Rating  among  1,918  domestic  equity  funds  covering  5-year  period  ended  2-28-97- 

1  Y  E  A  R  5  Y  E  A  R  L  I  F  E  0  E   F  U  N  D 


Dreyfus  Disciplined  Stock  Fund 


RETAIL  SHARES 


+24.88"-  45.27°^  46.82°- 

AVERAGE   ANNUAL   TOTAL  RETURNS   AS  OF  12-51-96  {12-31"87) 


To  discuss  this  Dreyfus  equity  fund  or  others  with  different  investment  objectives  and  track 
records,  call  for  a  Prospectus  today.  Past  performance  is  no  guarantee  of  future  results. 


1.800.443.9793 


a  s 


k   for   ext.  4307 


VISIT  A  DREYFUS  FINANCIAL  CENTER  •  CALL  YOUR  FINANCIAL  ADVISOR  •  WWW.DREYFUS.COM 


Mreyfus 


To  discuss  this  Dreyfus  equity  fund,  or  others  with  different  investment  objectives  and  performance  records,  call  for  a  Prospectus  containing 
more  complete  information  including  charges,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Share  price  and  investment 
return  fluctuate  so  that  upon  redemption  a  shareholder  may  receive  more  or  less  than  original  cost.  Financial  Advisors  may  make  available  the 
Fund's  Institutional  Shares  which  are  subject  to  an  additional  fee  and  generate  lesser  returns.  Withdrawals  prior  to  age  59  1^2  may  be  subject 
to  a  IO%  penalty  tax.  Distributions  will  be  subject  to  current  income  taxes.  Morningstar 
proprietary  ratings  reflect  historical  risk-adjusted  performance.  They  are  subject  to  change 
every  month.  Ratings  are  calculated  from  the  funds'  3-,  5-  and  lO-year  (as  applicable)  average 
annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  appropriate  fee  adjustments,  and 
a  risk  factor  that  reflects  fund  performance  below  90-day  T-bill  returns.  The  rating  is  based 
on  the  Fund's  retail  shares.  The  Fund's  3-year  and  5-year  Morningstar  ratings  as  of  2-28-97 
were  five  stars  out  of  I.918  and  1, 086  domestic  equity  funds,  respectively.  The  Fund  received 
a  5-star  rating  for  one  year.  The  I-year  rating  is  calculated  using  the  same  methodology,  but 
is  not  a  component  of  the  overall  rating.  The  top  IO%  of  the  funds  in  a  ratings 
universe  receive  five  stars  and  the  next  22-5%  receive  four  stars. ©1997  Dreyfus 
Service  Corporation,  Broker-Dealer.  Premier  Mutual  Fund  Services,  Inc.,  Distributor. 


RULE 


YOUR 


i  NIKE 

;  One  Bowerman  Drive 

i  Beaverton,  OR  97005-6453 

i  CEO:  Philip  H  Knight 

Wearing  apparel  i 
v/v»w.nike.com  ; 
503-671-6453  \ 
Fax:  503-671-6300  \ 

;  Office  Depot 

:  2200  Old  Germantown  Road 
;  Delray  Beach,  FL  33445 
;  CEO:  David  1  Fuente 

Specialty  stores 

407-278-4800 
Fax:  407-279-3239 

'[  Owens-Illinois 

:  One  SeaGate 
i  Toledo,  OH  43666 
:  CEO:  Joseph  H  Lemieux 

419-247-5000 
Fax:  419-247-2839 

:  Nipsco  Industries 

i  5265  Hohman  Avenue 
;  Hammond,  IN  46320 
i  CEO:  Gary  L  Neale 

Electric  util-NC  : 
www.nipsco.com  ; 
219-853-5200  i 
Fax:219-647-6061  i 

;  OfficeMax 

;  PO  Box  228070 

;  Shaker  Heights,  OH  44122-8070 
;  CEO:  Michael  Feue'r 

Specialty  stores 
wwwofticemax.com 
216-921-6900 
Fax:  215-491-4040 

i  Oxford  Health  Plans 

;  800  Connecticut  Avenue 
\  Norwalk,  CT  06854 
;  CEO:  Stephen  F  Wiggins 

ncdilil  Laic  ^clviocv 

wwwoxhp.com 
203-852-1442 
Fax;  203-851-2465 

i  NorAm  Energy 

i  PO  Box  2628 

;  Houston,  Vf.  77252-2628 

:  CEO:  T  Milton  Honea 

Integrated  gas  : 
www.noram.com  \ 
713-654-5100  ; 
Fax:  713-654-5297  ! 

;  Ogden 

:  Two  Pennsylvania  Plaza 
\  New  York,  NY  10121 
:  CEO:  R  Richard  Ablon 

Industrial  services 
wvw.ogdencorp.com 
212-868-5000 
Fax:  212-858-5895 

P 

i  Nordstrom 

;  1501  Fifth  Avenue 

i  Seattle,  WA  98101-1603 

j  CEO:  John  J  Whitacre 

Apparel  stores : 

206-628-2111  j 
Fax:  206-628-1135  \ 

i  Ohio  Casualty 

:  136  North  Third  Street 
:  Hamilton,  OH  45025 
:  CEO:  Lauren  N  Patch 

Property  &  casualty  ins 
www.ocas.com 
513-867-3000 
Fax:  513-867-3228 

:  Paccar 

;  PO  Box  1518 

i  Bellevue,  WA  98009 

;  CEO:  Mark  C  Pigott 

Autos  &  trucks 
wvw.paccar.com 
206-455-7400 
Fax:  206-455-7464 

i  Norfolk  Southern 

i  Three  Commercial  Place 
i  Norfolk,  VA  23510-2191 
;  CEO:  David  R  Goode 

Railroad  : 
www.nscorp.com  ; 
757-629-2600  ! 
Fax:  757-629-2822  i 

:  Ohio  Edison 

:  76  South  Main  Street 
Akron.  OH  44308-1890 
CEO:  Willard  R  Holland 

Electric  util-NC 
vww.ohioedison.com 
330-384-5100 
Fax:  330-533-4766 

i  Pacific  Enterprises 

\  555  West  5th  Street 

i  Los  Angeles,  CA  90013-1011 

:  CEO:  Willis  B  Wood  Jr 

Integrated  gas  j 
www.pacent.com  j 
213-895-5000  : 
Fax:  213-244-8294  1 

i  North  Fork  Bancorporation 

j  275  Broad  Hollow  Road 
:  Melville,  NY  11747 
:  CEO:  John  Adam  Kanas 

Regional  bank  i 
516-298-5000  i 

Old  Kent  Financial 

111  Lyon  Street  NW 
Grand  Rapids,  Ml  49503 
CEO:  David  J  Wagner 

Regional  bank 

515-771-5000 
Fax:  616-771-4598 

\  Pacific  Telesis  Group 

;  130  Kearny  Street 

;  San  Francisco,  CA  94108 

:  CEO:  Philip  JQuigley 

Telecommunications  \ 
wvw.pactel.com  ; 
415-394-3000  ! 
Fax:  415-989-7606  1 

i  Northeast  Utilities 

i  PO  Box  270 

:  Hartford,  CT  06141-0270 
I  CEO:  Bernard  M  Fox 

Electric  util-NE  i 
www.nu.com  i 
860-665-5000  : 
Fax:  860-665-5884  i 

Old  National  Bancorp 

PO  Box  718 

Evansville,  IN  47705-0718 
CEO:  John  N  Royse 

Regional  bank 
vww.oldnational.com 
812-454-1434 
Fax:  812-464-1567 

PacifiCare  Health  Systems    Health  care  services  i 

5995  Plaza  Drive                        www.pacificare.com  : 
Cypress,  CA  90630-5028                     714-952-1121  ; 
CEO:  Alan  R  Hoops                       Fax:  714-220-3725  i 

i  Northern  States  Power 

i  414  Nicollet  Mall 

:  Minneapolis,  MN  55401-1927 

:  CEO:  James  J  Howard 

Electric  util-NC  ; 
www.nspco.com  ] 
612-330-5500  ! 
Fax:  612-330-7558  i 

Old  Republic  International 

307  North  Michigan  Avenue 
Chicago,  IL  60601 
CEO:  A  C  Zucaro 

Diversified  insurance 

312-346-8100 
Fax:  312-726-0309 

PacifiCorp 

700  NE  Multnomah  Street 
Portland,  OR  97232-4116 
CEO:  Frederick  W  Buckman 

Electric  util-W  j 
www.pacificorp.com  j 

503-731-2000  ; 
Fax:  503-731-2136  \ 

:  Northern  Trust 

i  50  South  LaSalle  Street 
!  Chicago,  IL  60675 
1  CEO:  William  A  Osborn 

Regional  bank : 
www.ntrs.com  ; 
312-630-6000  i 
Fax:312-630-6739  i 

Olin 

PO  Box  4500 

Norwalk,  CT  06856-4500 

CEO:  Donald  W  Griffin 

Diversified  chemicals 

203-750-3000 
Fax:  203-750-3065 

PaineWebber  Group 

1285  Avenue  of  the  Americas 
New  York,  NY  10019 
CEO:  Donald  B  Marron 

Brokerage  : 
vww.painewebber.com  ; 
212-713-2000  ; 
Fax:  212-713-1380  \ 

:  Northrop  Grumman 

:  1840  Century  Park  East 
j  Los  Angeles,  CA  90067-2199 
j  CEO:  Kent  Kresa 

Aerospace  &  defense  : 
www.northgrum.com  ; 

310-553-6262  \ 
Fax:  310-201-3023  i 

Olsten 

175  Broad  Hollow  Road 
Melville,  NY  11747-8905 
CEO:  Frank  N  Liguori 

Business  services 
www.olsten.com 
516-844-7800 
Fax:  516-844-7022 

Pall 

2200  Northern  Boulevard 
East  Hills,  NY  11548 
CEO:  Eric  Krasnoff 

Medical  supplies  | 
www.pall.com  ; 
516-484-5400  1 
Fax;  515-484-5228  \ 

;  Northwest  Airlines 

i  5101  Northv»est  Drive 
;  St  Paul,  MN  55111-3034 
!  CEO:  John  H  Dasburg 

Airli[)e  : 
vww.nwa.com  ; 
612-726-2111  ; 
Fax:612-726-3139  i 

Omnicom  Group 

437  Madison  Avenue 
New  York,  NY  10022 
CEO:  John  Wren 

Advertising  &  publishing 

212-415-3600 
Fax:  212-415-3536 

PanAmSat 

One  Pickwick  Plaza 
Greenwich,  CT  06830 
CEO:  Frederick  A  Landman 

Telecommunications ; 
wvw.panamsat.com  i 
203-622-6564  1 
Fax:  203-622-9163  i 

;  Norwest 

:  Norwest  Center 

;  Minneapolis,  MN  55479-1062 

:  CEO:  Richard  M  Kovacevich 

Regional  bank : 
wvw.norwest.com  ; 

612-667-1234  i 
Fax:  612-667-2206  ! 

OnBancorp 

PO  Box  4983 

Syracuse,  NY  13221-4983 
CEO:  Robert  J  Bennett 

Regional  bank 

315-424-4400 
Fax:  315-424-5951 

PanEnergy 

PO  Box  1642 

Houston,  U  77251-1642 

CEO:  Paul  M  Anderson 

Other  gas  i 
vww.panenergy.com  : 
713-627-5400  ; 
Fax:  713-627-4691  \ 

:  Novell 

:  122  East  1700  South 
;  Provo,  UT  84605 
;  CEO:  Eric  Schmidt 

Computer  software : 
vww.novell.com  ; 
801-861-7000  ; 
Fax:  801-228-7077  ! 

One  Valley  Bancorp 

PO  Box  1793 
Charleston,  WV  25326 
CEO:  J  Holmes  Morrison 

Regional  bank 

304-348-7000 
Fax:  304-348-7250 

Parametric  Technology 

128  Technology  Drive 
Waltham,  MA  02154 
CEO:  Steven  C  Walske 

Computer  software  j 
vww.ptc.com  i 
617-398-5000  ! 
Fax:  617-398-6000  I 

:  Nucor 

:  2100  Rexford  Road 
;  Charlotte,  NC  28211 
;  CEO:  John  D  Correnti 

Steel  i 

704-366-7000  ! 
Fax:  704-362-4208  ! 

Oracle 

PO  Box  659506 

Redwood  Shores,  CA  94065 

CEO:  Lawrence  J  Ellison 

Computer  software 
vww.oracle.com 
415-506-7000 
Fax:415-506-7200  ; 

Parker  Hannifin 

17325  Euclid  Avenue 
Cleveland,  OH  44112-1290 
CEO:  Duane  E  Collins 

Misc  industrial  equip  : 
vww.parker.com  ; 
216-531-3000  i 
Fax;  216-481-4057  j 

:  Nynex 

;  1095  Avenue  of  the  Americas 
;  NevK  York,  NY  10036 
;  CEO:  Ivan  G  Seidenberg 

Telecommunications : 
wvw.nynex.com  ; 
212-370-7400  I 
Fax:212-921-2917  ; 

Oryx  Energy 

PO  Box  2880 

Dallas,  TX  75221-2880 

CEO:  Robert  L  Keiser 

Miscellaneous  energy : 
wvw.oryx.com  : 
972-715-4000  : 
Fax:  972-715-8955  j 

Paychex 

911  Panorama  Trail  South 
Rochester,  NY  14625-0397 
CEO:  B  Thomas  Golisano 

Business  services  j 
vww.paychex.com  i 
716-385-6666  ! 
Fax:  715-383-3428  j 

o 

Owens  &  Minor 

PO  Box  27626 
Richmond,  VA  23261-7626 
CEO:  G  Gilmer  Minor  III 

MfidiCdl  SUppllBS  : 

804-747-9794  i 
Fax:  804-270-7281  : 

Payless  Cashways 

PO  Box  419465 

Kansas  City,  MO  64141-0466 

CEO:  David  Stanley 

Home  improvement  stores  \ 
www.invest.cashways.com  ; 
816-234-6000  ! 

Occidental  Petroleum 

10889  Wilshire  Boulevard 
Los  Angeles,  CA  90024 
CEO:  Ray  R  Irani 

Miscellaneous  energy  \ 
vww.oxy.com  : 
310-208-8800  \ 
Fax;  310-443-6690  i 

Owens  Corning 

One  Owens  Corning  Parkway 
Toledo,  OH  43659 
CEO:  Glen  H  Hiner 

Building  materials : 
vww.owenscorning.com  i 
419-248-8000  i 
Fax:419-248-8445  ; 

PECO  Energy 

PO  Box  8599 
Philadelphia,  PA  19101 
CEO;  Corbin  A  McNeill  Jr 

Electric  util-NE ; 

215-841-4000  : 
Fax;  215-841-4513  j 
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OMPUTING  W       ITHOUT  LIMIT  S'" 


Kingston  Portable  Memory  ■ 
Unless  You  Want  To  Bring  Those 
Tech  Support  Guys  With  You. 


Find  yourself  working  in  faraway  places?  Then 
you'd  better  he  sure  the  memory  in 
your  laptop  is  reliahle.  That's  why 
ycHi  need  Kingston."  As  the  world's  leading 
mdependent  manufacturer  of  memory,  we 
make  customized  memory  for  just  about  every 
l  aptop  out  there,  including:  Toshiba,"  Compaq,'  IBM," 
NEC,"  and  many  more.  Our  engineers  use  the  same  components 
and  specifications  that  the  PC  manufacturers  use.  And  every 


module  is  tested  in  the  same  system  in  which  it  will  be 
used — so    reliability   and    compatibility  are 
assured.  Of  course,  Kingston  always  comes 
with  a  lifetime  guarantee.  Despite  its  extra- 
ordinary quality,  our  memory  costs  up  to  50% 
less  than  the  system  manufacturers'  brands.  So 
for  superior  memory  at  an  irresistible  price,  call  Kingston. 
(800)  337-7028.  Because  sometimes 
tech  support  isn't  just  down  the  hall. 


Kiiiqstoil 

Xm.T  E  C  H^N  O  L  O  G  Y 


f-iir  more  information  call  us  at   (800)  337 '7028  Visit  our  Weh  site:  http:llwww.kingston.comlforb.htm 


Kingston  TechnnloBvGimpmv,  I  7600  Ncwhopc  .Street,  Fountain  Valley.  CA  92708  USA,  (714)  435-2600,  Fax  (714)  455  2699  ©  1996  Kinuston  Technol.inv  Company.  All  riKhts  resel^'ed-  Kinfiston  IS  a  registered  trademark 
and  Computing  Without  Limits  is  a  tnidem.irk  of  Kingston  Technology  Company,  All  other  trademarks  and  registered  trademarks  are  'he  pniperry  of  their  respecrive  owners. 


:  Penn  Traffic 

;  PO  Box  4737 

;  Syracuse,  NY  13221-4737 

;  CEO:  GaryO  Hirsch 

Supermarkets  &  convenience 

315-453-7284 
Fax:315-461-2393 

:  PennCorp  Financial  Group  Lit*;  &  health  insurance 

I  745  Fifth  Avenue 

;  New  York,  NY  10151  212-832-0700 
i  CEO:  David  1  Stone 

:  JC  Penney 

;  6501  Legacy  Drive 
i  Piano,  TX  75024-3698 
:  CEO:  lames  E  Oesterreicher 

Department  stores 
www.jcpenney.com 
972-431-1000 
Fax:  972-431-4944 

i  Pennzoil 

:  PO  Box  2967 

Houston,  TX  77252-2967 
.  CEO:  lames  L  Pate 

Miscellaneous  energy 
www.pennzoil.com 
713-546-4000 
Fax:  713-546-8043 

\  People's  Bank 

■  850  Mam  Street 
Bridgeport,  CT  06604-4913 
CEO:  David  E  A  Carson 

Thrift  ■ 
www.peoples.com 
203-338-7171 
Fax:  203-338-3600 

Peoples  Heritage  Financial  Group  Regional  bank 

PO  Box  9540 

Portland,  ME  04112-9540  207-761-8500 
CEO:  William  1  Ryan                     Fax:  207-761-8587 

PeopleSoft 

4440  Rosewood  Drive 
Pleasanton,  CA  94588 
CEO:  David  A  Duffield 

Computer  software 
vww.peoplesoft.com 
510-225-3000 
Fax:  510-225-3341 

PepsiCo 

700  Anderson  Hill  Road 
Purchase,  NY  10577 
CEO:  Roger  A  Enrico 

Beverages 
www.pepsico.com 
914-253-2000 
Fax:  914-253-2070 

Perkin-Elmer 

761  Mam  Avenue 
Norwalk,  CT  06859-0310 
CEO:  Tony  L  White 

Medical  supplies 
www.perkin-elmer.com 
203-762-1000 
Fax:  203-762-6000 

Pfizer 

235  East  42nd  Street 
New  York,  NY  10017-5755 
CEO:  William  C  Steere  Ir 

Drugs 
www.pfizer.com 
212-573-2323 
Fax:  212-573-7851 

PG&E 

PC  Box  770000 

San  Francisco,  CA  94177 

CEO:  Stanley  T  Skinner 

Electric  util-W 
www.pge.com 
415-973-7000 
Fax:  415-973-6942 

Pharmacia  &  Upjohn 

7000  Portage  Road 
Kalamazoo,  Ml  49001 
CEO:  Ian  Ekberg 

Drugs 

616-833-4000 
Fax:  616-833-4077 

Phelps  Dodge 

2600  North  Central  Avenue 
Phoenix,  AZ  85004-3014 
CEO:  Douglas  C  Yearley 

Nonferrous  metals 

602-234-8100 
Fax:  602-234-8337 

PHH 

11333  McCormick  Road 
Hunt  Valley,  MD  21031 
CEO:  Robert  D  Kunisch 

Business  services 
www.phh.com 
410-771-3600 
Fax:410-771-1123 

Philip  Morris  Cos 

120  Park  Avenue 

New  York,  NY  10017-5592 

CEO:  Geoffrey  C  Bible 

Tobacco 

212-880-5000 
Fax:212-907-5310 

Phillips  Petroleum 

Phillips  Building 
Bartlesville,  OK  74004 
CEO:  W  Wayne  Allen 

Miscellaneous  energy 
www.phillips66.com 
918-661-6600 
Fax:918-661-7636 
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Pinnacle  West  Capital 

PO  Box  52132 
Phoenix,  AZ  85072-2132 
CEO:  Richard  Snell 

Electric  util-W  ; 

602-379-2500  i 
Fax:  602-379-2640  : 

Pioneer  Hi-Bred  International     Food  processor  i 

400  Locust  Street                          www.pioneer.com  \ 
Des  Moines,  lA  50309                        515-248-4800  \ 
CEO:  Charles  S  Johnson                  Fax:  515-248-4999  ; 

Pitney  Bowes 

1  Elmcroft  Road 
Stamford,  CT  06926-0700 
CEO:  Michael  1  Critelli 

Business  supplies ; 
www.pitneybowes.com  : 
203-356-5000  i 
Fax:  203-351-6303  : 

PMI  Group 

601  Montgomery  Street 
San  Francisco,  CA  94111 
CEO:  W  Roger  Haughton 

Property  &  casualty  ins  : 
www.pmigroup.com  : 
415-788-7878  ' 

PNC  Bank 

249  Fifth  Avenue 
Pittsburgh,  PA  15222-2707 
CEO:  Thomas  H  O'Brien 

Regional  bank ; 
www.pncbank.com  : 
412-762-2000  ] 

Potomac  Electric  Power 

1900  Pennsylvania  Avenue  NW 
Washington,  DC  20068 
CEO:  Edward  F  Mitchell 

Electric  util-NE 
wvw.pepco.com 
202-872-2000 

PP&L  Resources 

Two  North  Ninth  Street 
Allentown,  PA  18101-1179 
CEO:  William  F  Hecht 

Electric  util-NE 
www.papl.com 
610-774-5151 
Fax:  610-774-5281 

PPG  Industries 

One  PPG  Place 
Pittsburgh,  PA  15272 
CEO:  lerry  E  Dempsey 

Diversified  chemicals 
www.ppg.com 
412-434-3131 

Praxair 

39  Old  Ridgebury  Road 
Danbuty.CT  06810-5113 
CEO:  H  William  Lichtenberger 

Specialty  chemicals 
wvw.praxair.com 
203-837-2000 
Fax:  203-837-2454 

Procter  &  Gamble 

One  Procter  &  Gamble  Plaza 
Cincinnati,  OH  45202 
CEO: lohn  E  Pepper 

Personal  products 
www.pg.com 
513-983-1100 
Fax:  513-983-4381 

Progressive 

6300  Wilson  Mills  Road 
Mayfield  Village,  OH  44143 
CEO:  Peter  B  Lewis 

Property  &  casualty  ins 
vww.auto-insurance.com 
216-451-5000 
Fax:  216-446-7699 

ProSource 

1500  San  Remo  Avenue 
Coral  Gables,  FL  33146 
CEO:  Thomas  C  Highland 

Food  wholesaler 

305-740-1000 
Fax:  305-740-1010 

Protective  Life 

PC  Box  2606 
Birmingham,  AL  35202 
CEO:  Drayton  Nabers  Ir 

Life  &  health  insurance 
www.protective.com 
205-879-9230 
Fax:  205-868-3023 

Provident  Bancorp 

One  East  Fourth  Street 
Cincinnati,  OH  45202 
CEO:  Allen  L  Davis 

Regional  bank 

513-579-2000 
Fax:  513-345-7185 

Provident  Cos 

One  Fountain  Square 
Chattanooga,  TN  37402 
CEO:  J  Harold  Chandler 

Life  &  health  insurance 

423-755-1011 
Fax:  423-755-8503 

Providian 

PO  Box  32830 
Louisville,  KY  40232 
CEO:  Irving  W  Bailey  II 

Life  &  health  insurance 
www.providian.com 
502-560-2000 
Fax:  502-560-4327 

Public  Service  Co  of  Colorado     Eiectnc  utii-w  \ 

PO  Box  840                                  www.psco.com  ; 
Denver,  CO  80201-0840                      303-571-7511  ; 
CEO:  Wayne  H  Brunetti                   Fax:  303-294-8815  j 

Public  Service  Enterprise  Group  Electric  utii-NE  j 

80  Park  Plaza                                www.pseg.com  ; 
Newark,  NJ  07101  201-430-7000; 
CEO:  E  James  Ferland  ! 

Puget  Sound  Energy 

PO  Box  97034 

Bellevue,  WA  98009-9734 

CEO:  Richard  R  Sonstelie 

Electric  util-W  \ 

206-454-6363  ; 
Fax:  206-462-3300  \ 

Pulte 

33  Bloomfield  Hills  Parkway 
Bloomfield  Hills,  Ml  48304-2946 
CEO:  Robert  K  Burgess 

Builder ; 
www.pulte.com  ; 

810-647-2750  i 
Fax:  810-433-4598  i 

Q-R 

Quaker  Oats 

PO  Box  049001 
Chicago,  IL  60604-9001 
:  CEO:  William  D  Smithburg 

Food  processor  ; 
vww.quakeroats.com  : 
312-222-7111 
Fax:  312-222-8392 

\  Qualcomm 

6455  Lusk  Boulevard 
San  Diego,  CA  92121-2779 
.  CEO:  Irwin  M  Jacobs 

Telecommunications 
wvw.qualcomm.com 
619-587-1121 

Quantum 

500  McCarthy  Boulevard 
Milpitas,  CA  95035 
;  CEO:  Michael  A  Brown 

Computer  peripherals 
www.quantum.com 
408-894-4000 
Fax:  408-894-3218 

i  Quick  &  Reilly  Group 

:  230  South  Country  Road 
I  Palm  Beach,  FL  33480 
i  CEO:  Leslie  C  Quick  Jr 

Brokerage 
www.quick-reillycom 
407-655-8000 
Fax:  407-655-9010 

;  Ralston  Purina 

;  Checkerboard  Square 
;  St  Louis,  MO  63164 
;  CEO:  William  P  Stiritz 

Food  processor 
www.purina.com 
314-982-1000 
Fax:  314-982-2752 

;  Raychem 

;  300  Constitution  Drive 
;  Menio  Park,  CA  94025-1164 
:  CEO:  Richard  A  Kashnow 

Computer  systems 
www.raychem.com 
415-361-3333 
Fax:  415-361-7665 

j  Raytheon 

!  141  Spring  street 
i  Lexington,  MA  02173 
;  CEO:  Dennis  J  Picard 

Aerospace  &  defense 
wvw.raytheon.com 
617-862-6600 
Fax:  617-860-2172 

:  RCSB  Financial 

;  235  East  Main  Street 
;  Rochester,  NY  14604 
:  CEO:  Leonard  S  Simon 

Thrift 

716-258-3000 
Fax:  716-423-7365 

:  Reader's  Digest  Assoc 

;  Reader's  Digest  Road 

;  Pleasantville,  NY  10570-7000 

i  CEO:  lames  P  Schadt 

Advertising  &  publishing 
www.readersdigest.com 
914-238-1000 
Fax:  914-238-4559 

i  Reebok  International 

;  100  Technology  Center  Drive 
:  Stoughton,  MA  02072 
i  CEO:  Paul  B  Fireman 

Wearing  apparel 
www.reebok.com 
617-341-5000 
Fax:  617-341-5087 

:  Regions  Financial 

]  PO  Box  10247 

;  Birmingham,  AL  35202-0247 

i  CEO:  1  Stanley  Mackin 

Regional  bank 
www.regionsbank.com 
205-326-7100 
Fax:  205-326-7159 
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Tke  Oriental:  48  Oriental  Avenue,  Hanglcok  H)5(H),  TliailancI  Teleplione:  (66  2}  236  0400/20  ^'acsimile:  {66  2)  236  J937-M  "Ih^qeadin^Hotelsofth^orid 
Bangkok  •  Hawaii  •  Hong  Kong  •  Jakarta  •  Lonilon  •  Macau  •  Manila  •  San  l^rancisco  •  Singapore  •  Suraliaya  •  Kuala  Lumpur  (  K)97 ) 
Reservations:  USA/Cana  Ja/M         (800)  526  6566,  or  call  your  travel  professional. 
Internet:  littp://iTia nclarin-oriental.com 
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:  Reliance  Group  Holdings 

i  55  East  52nd  Street 
:  New  York,  NY  10055 
;  CEO:  Saul  P  Steinberg 

Property  &  casualty  ins 
www.rgh.com 
212-909-1100. 
Fax:  212-909-1864  : 

;  ReliaStar  Financial 

:  20  Wast)ington  Avenue  South 
:  Minneapolis,  MN  55401 
:  CEO:  Jotin  G  Turner 

Life  &  health  Insurance  ! 
www.reliastar.com  ! 

612-372-5432  \ 
Fax:  612-342-3966  : 

;  Republic  Industries 

:  450  East  Las  Olas  Boulevard 
i  Fort  Lauderdale,  FL  33301 
:  CEO:  H  Wayne  Huizenga 

Environmental  &  waste  : 

954-713-5200  ■ 
Fax:  954-713-2115  ; 

;  Republic  New  York 

!  452  Fifth  Avenue 
;  New/ York,  NY  10018 
i  CEO:  Walter  H  Weiner 

Multinational  bank ! 
www.rnb  com  : 
212-525-6000  i 
Fax:  212-525-5678  j 

i  Revco  DS 

;  1925  Enterprise  Parkway 
:  Twinsburg,  OH  44087 
;  CEO:  D  Dwayne  Hoven 

Drug  &  discount  stores  i 
www.revco.com  : 
216-425-9811  i 
Fax:  216-487-1650  ; 

;  Reynolds  Metals 

:  PO  Box  27003 

;  Richmond,  VA  23261-7003 

:  CEO:  Jeremiah  J  Sheehan 

Nonferrous  metals  1 
www.rmc.com  : 
804-281-2000  i 
Fax:  804-281-4160  j 

:  Rhone-Poulenc  Rorer 

:  PO  Box  1200 

j  Collegeville,  PA  19426 

:  CEO:  Michel  de  Rosen 

Drugs ! 
www.rp-rorer.com  : 
610-454-8000  i 

;  Richfood  Holdings 

I  PO  Box  26967 

i  Richmond,  VA  23261 

j  CEO:  John  E  Stokely 

Food  wholesaler : 
www.richfood.com  : 
804-746-6000  j 

:  Riggs  National 

:  1503  Pennsylvania  Avenue  NW 
1  Washington,  DC  20005 
i  CEO:  Joe  L  Allbritton 

Regional  bank ; 

301-887-6000  i 
Fax:  202-835-5205  ; 

j  Rite  Aid 

:  PO  Box  3165 

;  Harrisburg,  PA  17105-0042 
;  CEO:  Martin  L  Grass 

Drug  &  discount  stores ; 
www.riteaid.com  ! 
717-761-2633  ; 
Fax:  717-731-3870 ; 

i  RJR  Nabisco  Holdings 

;  1301  Avenue  of  the  Americas 
i  New  York,  NY  10019-6013 
j  CEO:  Steven  F  Goldstone 

Tobacco  : 
www.rjrnabisco.com  ! 

212-258-5600  i 
Fax:  212-969-9173  i 

i  Rockwell  International 

:  2201  Seal  Beach  Boulevard 
\  Seal  Beach,  CA  90740-8250 
;  CEO:  Donald  R  Beall 

Electrical  equipment  ■ 
www.rockwell.com  : 
310-797-3311  : 
Fax:  310-797-5049  ; 

;  Rohm  and  Haas 

;  100  Independence  Mall  West 
i  Philadelphia,  PA  19106-2399 
1  CEO:  J  Lawrence  Wilson 

Diversified  chemicals  i 
www.rohmhaas.com  : 
215-592-3000  i 
Fax:  215-592-3377  i 

i  Roosevelt  Financial  Group 

:  900  Roosevelt  Parkway 
!  Chesterfield,  MO  63017 
CEO:  Stanley  J  Bradshaw 

Regional  bank : 

314-532-6200  i 
Fax:  314-532-6292  ; 

Rouse                                Lease  &  finance : 
10275  Little  Patuxent  Parkway  www.therousecompany.com  i 
Columbia,  MD  21044                       410-992-6000  \ 
CEO:  Anthony  W  Deering                 Fax:  410-964-3412  \ 

Rubbermaid 

1147  Akron  Road 
Wooster,  OH  44691 
CEO:  Wolfgang  R  Schmitt 

Home  furnishings ; 
www.rubbermaid.com  i 
330-264-6454  i 
Fax:  330-287-2982  ; 
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:  Ryder  Syste»n 

■  3600  Northwest  82nd  Avenue 
Miami,  FL331fifi 
CEO:  M  Artnony  Burns 

Shipping 
www.ryder.com 
305-593-3726 
Fax:  305-593-4196 

Ryi<,oft-Sexton 
613  Baltimore  Drive 
Wilkes-Barre,  PA  L8702-7944 
CEO:  Mark  Van  Stekelenburg 

Food  whol6S3l6r 

717-830-7100 
Fax:717-830-7112 

s 

Safeco 

Safeco  Plaza 
Seattle,  WA  98185 
CEO:  Roger  H  Eigsti 

Diversified  insurance  ; 
www.safeco,com  : 
206-545-5000  i 
Fax:  206-545-5559  \ 

Safeway 

5918  Stoneridge  Mall  Road 
Pleasanton,  CA  94588-3229 
CEO:  Steven  A  Burd 

Supermarkets  &  convenience  j 
510-467-3000  ; 

St  Joe 

PO  Box  1380 
Jacksonville,  FL  32201 
CEO:  Peter  S  Rummell 

Railroad  j 

904-396-6600  ! 
Fax:  904-396-4042  ! 

St  Jude  Medical 

One  Llllehel  Plaza 
StPauL  MN  55117 
CEO:  Ronald  A  Matricaria 

Medical  supplies ; 
vww.sjm.com  ; 
612-483-2000  \ 
Fax:  612-490-4333  \ 

St  Paul  Bancorp 

6700  West  North  Avenue 
Chicago,  IL  60707 
CEO:  Joseph  C  Scully 

Thrift  i 

773-622-5000  ; 
Fax:  773-804-2285  \ 

St  Paul  Cos 

385  Washington  Street 

St  Paul,  MN  55102 

CEO:  Douglas  W  Leatherdale 

Property  &  casualty  ins  : 
www.stpaul.com  \ 
612-310-7911  ; 
Fax:  612-310-3378  i 

Sallie  Mae 

1050  Thomas  Jefferson  St  NW 
Washington,  DC  20007 
CEO:  Lawrence  A  Hough 

Lease  &  finance ; 
www.salliemae.com  i 
202-333-8000  ; 
Fax:  202-298-3160  ; 

Salomon 

7  Worid  Trade  Center 
New  York,  NY  10048 
CEO:  Robert  E  Denham 

Brokerage  ; 
www.salomon.com  ; 

212-783-6300  i 
Fax:212-783-2107  i 

Sara  Lee 

Three  First  National  Plaza 
Chicago,  IL  60502-4260 
CEO:  John  H  Bryan 

Food  processor  : 

312-726-2600  \ 
Fax:  312-558-8653  \ 

SBC  Communications 

PO  Box  2933 

San  Antonio,  TX  78299-2933 
CEO:  Edward  E  Whitacre  Jr 

Telecommunications  ; 
vww.sbc.com  ; 
210-821-4105  ; 
Fax:  210-351-3553  \ 

Scana 

1426  Main  Street 
Columbia,  SC  29201 
CEO:  William  B  Timmerman 

Electric  util-SE  j 
www.scana.com  \ 
803-748-3000  i 
Fax:  803-343-2344  i 

Schering-Plough 

One  Giralda  Farms 
Madison,  NJ  07940-1000 
CEO:  Richard  J  Kogan 

Drugs  i 
www.myhealth.com  ; 

201-822-7000  i 
Fax:  201-822-7048  i 

Schuller 

PO  Box  5108 

Denver,  CO  80217-5108 

CEO:  Charies  L  Henry 

Building  materials  ; 
wvwv.schullercom  ; 

303-978-2000  ; 
Fax:  303-978-2108  \ 

\  Charles  Schwab 

:  101  Montgomery  Street 
:  San  Francisco,  CA  94104 
;  CEO:  Charies  R  Schwab 

Brokerage 
www.schwab.com 
415-627-7000 
Fax:  415-627-8538 

i  SCI  Systems 

:  2101  Clinton  Avenue 
;  Huntsville,  AL  35805 
;  CEO:  Olin  B  King 

Computer  systems 
vmw.sci.com 
205-882-4800 
Fax:  205-882-4466 

:  EW  Scripps 

:  PO  Box  5380 

;  Cincinnati,  OH  45201-5380 
j  CEO:  William  R  Burieigh 

Advertising  &  publishing 
www.scripps.com 
513-977-3000 
Fax:  513-977-3721 

\  Seagate  Technology 

:  920  Disc  Drive 

;  Scotts  Valley,  CA  95066 

;  CEO:  Alan  F  Shugart 

Computer  peripherals 
www.seagate.com 
408-438-6550 
Fax:  408-438-4127 

i  Sears,  Roebuck 

:  3333  Beverly  Road 

i  Hoffman  Estates,  IL  60179 

;  CEO:  Arthur  C  Martinez 

Department  stores  1 
www.sears.com  • 
847-286-2500  \ 
Fax:  847-286-5918  ; 

i  Security  Capital 

:  184  W  Wisconsin  Avenue 
j  Milwaukee,  Wl  53203 
!  CEO:  William  G  Schuett  Sr 

Thrift  \ 

414-273-8090  i 
Fax:  414-277-6406  ; 

:  Service  Corp  International      Personal  products ; 

:  PO  Box  130548 

;  Houston,  TX  77219-0548                     713-522-5141  \ 
!  CEO:  Robert  L  Waltrip                    Fax:  713-525-7710  \ 

\  Service  Merchandise 

:  PO  Box  24600 

;  Nashville,  TN  37202-4600 

;  CEO:  Raymond  Zimmerman 

Home  shopping  ; 
www.servicemerchandise.com  ! 

615-660-6000  : 
Fax:  615-660-4810  : 

Shaw  Industries 

i  PO  Drawer  2128 

;  Dalton,GA  30722-2128 

;  CEO:  Robert  E  Shaw 

Home  furnishings  ; 
wvw.shawinds.com  : 
706-278-3812  ■ 
Fax:  706-278-5029  : 

:  Sherwin-Williams 

:  101  Prospect  Avenue  NW 
\  Cleveland,  OH  44115-1075 
:  CEO;  John  G  Breen 

Specialty  chemicals : 

216-566-2000  i 
Fax:  216-566-3312  ; 

!  Sigma-Aldrich 

:  3050  Spruce  Street 
i  St  Louis,  MO  63103 
:  CEO:  Cari  T  Cori 

Specialty  chemicals : 
vww.sial.com/sig-ald  i 
314-771-5765  i 
Fax:  314-652-9115  ; 

:  Signet  Banking 

;  PO  Box  25970 

:  Richmond,  VA  23260 

i  CEO:  Malcolm  S  McDonald 

Regional  bank  ; 
vww  signetbank.com  '■. 
804-747-2000  : 
Fax:  804-771-7311  ; 

:  Silicon  Graphics                     Computer  systems  : 
:  2011  North  Shoreline  Boulevard  www.sgi.com 
\  Mountain  View,  CA  94043-7311               415-933-1980  \ 
\  CEO:  Edward  R  McCracken               Fax:  415-969-6289  i 

i  Smithfield  Foods 

:  999  Waterside  Drive 
;  Norfolk,  VA  23510 
:  CEO:  Joseph  W  Luter  III 

Food  processor  : 

757-365-3000  i 
Fax:  757-355-3017  ; 

'  Smith's  Food  &  Drug 

1550  South  Redwood  Road 
Salt  Lake  City,  UT  84104 
CEO:  Ronald  W  Burkle 

Supermarkets  &  convenience  i 

801-974-1400  : 
Fax:  801-974-1652  ; 

Solectron 

847  Gibraltar  Drive 
Milpitas,  CA  95035 
CEO:  Koichi  Nishimura 

Computer  peripherals  ■ 
www.oakridge.com/solectron : 
408-957-8500  i 
Fax:  408-955-6075  ; 
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Auction  to  be  held  May  12,  1997 

IN  OUR  galleries  AT 

02  Park  Avenue,  New  York,  NY  1002 
Admission  to  the  sale 

IS  BY  ticket  only. 

For  reservations  call  212  546  1127. 
The  pi^-sale  viewing  is 
May  8  through  May  12. 


For  further  information 
please  contact 
Franck  Giraud  at  212  546  1172  or 
Michael  Findlay  at  212  546  1027. 

For  catalogues, 
please  call  Christie's  Publications 


1  Sonat 

i  PO  Box  2563 

:  Birmingham,  AL  35202-2563 
;  CEO:  Ronald  L  Kuehn  Jr 

Other  gas 
www.son3t.com 
205-325-3800 
Fax:  205-325-7490 

i  Sonoco  Products 

;  PO  Box  160 

\  Hartsville,  SC  29551-0160 
i  CEO:  Charles  W  Coker 

Packaging 
www.sonoco.com  : 
303-383-7000  . 
Fax:  803-383-7008  ; 

:  Southern  Co 

:  270  Peachtree  Street 
'■.  Atlanta,  GA  30303 
i  CEO:  Alfred  W  Oahlberg 

Electric  util-SE 
www.southernco.com 
770-393-0650  ; 
Fax:  770-821-3449  ; 

\  Southern  National 

:  200  West  Second  Street 
;  Winston-Salem,  NC  27101 
:  CEO:  John  A  Allison  IV 

Regional  bank ; 
www.bbandt.com  i 
910-733-2000  : 

i  So  New  England  Telecom 

i  PO  Box  1562 

\  New  Haven,  CT  06510 

:  CEO:  Daniel  J  Miglio 

Telecommunications : 
www.snet.com  : 
203-771-5200  : 
Fax:  203-865-5198  i 

;  Southland                 Supermarkets  &  convenience  ! 
i  PO  Box  711                            www.7elevenusa.com  i 
;  Dallas,  TX  75221-0711                       214-828-7011  i 
i  CEO:  Clark  J  Matthews  II                 Fax:  214-828-7090  i 

i  SouthTrust 

:  PO  Box  2554 

Birmingham,  AL  35290 
:  CEO:  Wallace  DMaloneJr 

Regional  bank  i 
www.southtrust.com  ! 

205-254-5000  i 
Fax:  205-254-4380  i 

:  Southwest  Airlines 

.  PO  Box  36611 
■  Dallas,  TX  75235-1611 
CEO:  Herbert  D  Kelleher 

Airline  • 
www.iflyswa.com  : 
214-792-4000  \ 
Fax:214-792-4011  ; 

Sovereign  Bancorp 

PO  Box  12646 
Reading,  PA  19612 
CEO:JaySSidhu 

Thrift : 

www.sovereignbank.com  i 
610-320-8400  \ 
Fax:  610-320-8448  ; 

Spiegel 

3500  Lacey  Road 
Downers  Grove,  IL  60515 
CEO:  John  J  Shea 

Home  shopping  ; 
www.spiegel.com  i 
630-986-8800  \ 
Fax:  630-769-2121  ; 

Sprint 

PO  Box  11315 
Kansas  City,  MO  64112 
CEO:  William  T  Esrey 

Telecommunications ; 
www.sprin1.com  ! 
9)3-624-3000  i 
Fax:  913-624-3496  : 

Standard  Federal  Bancorp 

2600  West  Big  Beaver  Road 

Troy,  Ml  48084 

CEO:  Thomas  R  Ricketts 

Thrift  \ 

810-643-9600  j 
Fax:  810-637-2782  ; 

Stanley  Works 

1000  Stanley  Drive 
New  Britain,  CT  06053 
CEO:  John  M  Trani 

Misc  industrial  equip  i 
www.stanleyworks.com  ; 
860-225-5111  i 
Fax:  860-827-3895  : 

Staples 

PO  Box  5114 

Westborough,  MA  01581-5114 
CEO:  Thomas  G  Stemberg 

Specialty  stores  i 
www.staples.com  ; 
508-370-8500  \ 
Fax:  508-424-7788  : 

Star  Banc 

PO  Box  1038 

Cincinnati,  OH  45201-1038 
CEO-  JerryAGrundhofer 

Regional  bank ; 
www.starbank.com  1 

513-632-4000  j 
Fax:  513-632-5512  ; 

State  Street  Boston 

PC  Box  351 
Boston,  MA  02101 
CEO:  Marshall  N  Carter 

Regional  bank ; 
www.statestreet.com  : 
617-786-3000  i 
Fax:  617-654-3386  : 

\  Stone  Container 

150  North  Michigan  Avenue 
;  Chicago,  IL  60601-7568 
:  CEO:  Roger  W  Stone 

Packaging 

312-346-6600 
Fax:  312-580.-4919 

\  Storage  Technology 

;  2270  South  88th  Street 
;  Louisville,  CO  80028-4315 
:  CEO:  David  Weiss 

Computer  peripherals 
www.storagetek.com 
303-673-5151 
Fax:  303-673-8876 

^  Sumitomo  Bank  of  California      Regional  bank 

i  320  California  Street  www.sumitomobankcal.com 
:  San  Francisco,  CA  94104  415-445-8000 
:'  CEO:  Tsuneo  Onda                       Fax:  415-445-3952 

\  Summit  Bancorp 

\  PO  Box  2066 

;  Princeton,  NJ  08543-2066 

;  CEO:  T  Joseph  Semrod 

Regional  bank 
www.summitbank.com 
609-987-3200 
Fax:  609-987-3535 

[  Sun  Co 

■  1801  Market  Street 
Philadelphia,  PA  19103-1699 
CEO:  Robert  H  Campbell 

Miscellaneous  energy 

215-977-3000 
Fax:  215-977-3409 

Sun  Microsystems 

2550  Garcia  Avenue 
Mountain  View,  CA  94043-1100 
CEO:  Scott  G  McNealy 

Computer  systems 
www.sun.com 
415-960-1300 

Fax:415-969-9131 

SunAmerica 

1  SunAmerica  Center 

Los  Angeles,  CA  90067-6022 

CEO:  Eli  Broad 

Life  &  health  insurance 
www.sunamerica.com 
310-772-6000 
Fax:  310-772-6565 

Sunbeam 

1615  South  Congress  Avenue 
Delray  Beach,  FL  33445 
CEO:  Albert  J  Dunlap 

Appliances 
www.sunbeam.com 
561-243-2100 
Fax:  561-243-2107 

^tiinTriKt  Rank^ 

PO  Box  4418 

Atlanta,  GA  30302-4418 

CEO:  James  B  Williams 

ncgiuiidi  Ualil^ 

www.suntrust.com 
404-588-7711 
Fax:  404-581-1664 

Supervalu 

PO  Box  990 

Minneapolis,  MN  55440 
CEO:  Michael  W  Wright 

Food  wholesaler 
www.supervalu.com 
612-828-4000 
Fax:  612-828-8998 

Synovus  Financial 

PO  Box  120 

Columbus,  GA  31902-0120 
CEO;  James  H  Blanchard 

Regional  bank 
www.snv.com 
706-649-2387 
Fax:  706-649-2342 

Sysco 

1390  Enclave  Parkway 
Houston,  TX  77077-2099 
CEO:  Bill  M  LIndig 

Food  wholesaler 
www.sysco.com 
281-584-1390 
Fax:  281-584-1188 

T 

Tandy 

PO  Box  17180 

Fort  Worth,  TX  76102 

CEO:  John  V  Roach 

Electronics  stores 
www.tandy.com 
817-390-3700 
Fax:  817-390-2647 

TCF  Financial 

801  Marquette  Avenue 
Minneapolis,  MN  55402-3475 
CEO:  William  A  Cooper 

Thrift 

612-661-6500 
Fax:  612-333-2160 

Tech  Data 

5350  Tech  Data  Drive 
Clearwater,  FL  34620 
CEO:  Steven  A  Raymund 

Computer  peripherals 
www.techdata.com 
813-539-7429 
Fax:  813-538-5860 

:  TECO  Energy 

;  PO  Box  111 

;  Tampa,  FL  33601 

;  CEO:  Timothy  L  Guzzle 

Electric  util-SE 
www.teco.net  • 
813-228-4111 
Fax:  813-228-1670 

:  Tele-Com-Liberty  Media 

:  8101  East  Prentice  Avenue 
;  Englewood,  CO  80111 
;  CEO:  Peter  R  Barton 

Broadcasting  &  movies 
www.libertymedia.com 
303-721-5400 
Fax:  303-721-5415 

:  Tele-Com-TCi  Group 

;  PO  Box  5630 

:  Denver,  CO  80217-5630 

;  CEO:  John  C  Malone 

Broadcasting  &  movies 
www.tci.com 
303-267-5500 
Fax:  303-488-3200 

:  Telephone  &  Data  Systems 

;  30  North  LaSalle  Street 
;  Chicago,  IL  60602 
\  CEO:  LeRoy  T  Carlson  Jr 

Telecommunications 
www.teldta.com 
312-630-1900 
Fax:  312-630-1908 

;  Tellabs 

■  4951  Indiana  Avenue 
;  Lisle,  IL  60532 
;  CEO:  Michael  J  Birck 

Computer  peripherals 
www.tellabs.com 
630-378-8800 
Fax:  630-852-7346 

:  Temple-Inland 

:  Drawer  N 

\  DibolLTX  75941 

i  CEO:  Clifford  J  Grum 

Packaging 

409-829-2211 
Fax:  409-829-3333 

'■  Tenet  Healthcare 

3820  State  Street 
:  Santa  Barbara,  CA  93105 
:  CEO:  Jeffrey  C  Barbakow 

Health  care  services 
www.tenethealth.com 
805-563-7000 
Fax:  805-563-7070 

;  Tenneco 

:  1275  King  Street 

:  Greenwich,  CT  06831-2946 

;  CEO:  Dana  G  Mead 

Packaging 

203-863-1000 
Fax:  203-863-1130 

i  Terra  Industries 

i  PC  Box  6000 

i  Sioux  City,  lA  51 102-6000 

i  CEO:  Burton  M  Joyce 

Specialty  chemicals 
www.terraindustries.com 
712-277-1340 
Fax:  712-233-3648 

:  Texaco 

:  2000  Westchester  Avenue 
\  White  Plains,  NY  10650 
;  CEO:  Peter  1  Bijur 

International  oil 
www.texaco.com 
914-253-4000 
Fax:  914-253-7753 

i  Texas  Instruments 

:  PO  Box  655474 
:  Dallas,  TX  75265 
;  CEO:  Thomas  Engibous 

Computer  peripherals 
www.ti.com 
972-995-2011 
Fax:  972-995-9360 

:  Texas  Utilities 

;  1601  Bryan  Street 
\  Dallas,  TX  75201-3411 
;  CEO:  Erie  A  Nye 

Electric  util-SC 
www.tu.com 
214-812-4600 

\  Textron 

:  40  Westminster  Street 
;  Providence,  Rl  02903-2525 
;  CEO:  James  F  Hardymon 

Aerospace  &  defense 
www.textron.com 
401-421-2800 
Fax:  401-457-2220 

:  Thermo  Electron 

;  PO  Box  9046 

:  Waltham,  MA  02254-9046 

;  CEO:  George  N  Hatsopoulos 

Environmental  &  waste 
www.thermo.com 
617-622-1000 
Fax:  617-622-1207  • 

3Com 

:  PO  Box  58145 

:  Santa  Clara,  CA  95052-8145 

!  CEO:  Eric  A  Benhamou 

Computer  peripherals 
www.3com.com 
408-764-5000 
Fax:  408-764-5001  ■ 

:  TIG  Holdings 

65  East  55th  Street 
New  York.  NY  10022 
CEO:  Jon  W  Rotenstreich 

Property  &  casualty  ins 
www.tigl.com  : 
212-446-2700  - 
Fax:  212-371-8360  ; 
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Where  do  more  people 
'  for  cellular  phones? 


Surprised? 

You  shouldn't  be. 


RadtoShack  is  America's  #1  retailer  of  cellular  phones.  While  this  might  surprise  some,  it  really 
comes  as  no  shock  to  us.  After  all,  RadioShack  has  been  helping  people  understand  and  enjoy 
electronics  for  years.  It's  only  natural  that  so  many  people  would  come  to  us  for  that  same  help  to  buy 
and  activate  a  cellular  phone  and  for  cellular  accessohes.  For  our  store  near  you,  call  1-800-THE~SHACK. 


RadioShack. 

You've  got  que.stions.  We've  got  answers^ 


■I'jniM.uinr- 


;  Time  Warner 

;  75  Rockefeller  Plaza 
:  New  York,  NY  100!^; 
i  CEO;  Gerald  M  Levin 

Broadcasting  &  movies : 
pathfinder.com/corp  : 
212-484-8000  \ 
Fax:  212-489-6183 ; 

i  Times  Mirror 

;  Hmes  Mirror  Square 
:  Los  Angeles,  CA  90053 
i  CEO:  Mark  H  Willes 

Advertising  &  publishing  : 

213-237-3700  | 
Fax:  213-237-2998  ; 

1  Timken 

;  1835  Dueber  Avenue  SW 
i  Canton,  OH  44706-2798 
;  CEO:  Joseph  F  Toot  Jr 

Misc  industrial  equip  ; 
www.industry.net/timken  i 
330-438-3000  \ 
Fax:  330-471-4118  ; 

i  TJX  Cos 

;  770  Cochituate  Road 
;  Framingham,  MA  01701 
:  CEO:  Bernard  Cammarata 

Apparel  stores ; 

508-390-1000  i 
Fax:  508-390-2091  : 

i  Torchmark 

:  2001  Third  Avenue  South 
:  Birmingham,  AL  35233 
j  CEO:  Ronald  K  Richey 

Life  &  health  Insurance  ! 

205-325-4200  ■ 
Fax:  205-325-2520  ; 

;  Tosco 

;  72  Cummings  Point  Road 
;  Stamford,  CT  06902 
:  CEO:  Thomas  D  O'Malley 

Miscellaneous  energy ! 

203-977-1000  ] 
Fax:  203-964-3187  i 

i  Toys  'R'  Us 

;  461  From  Road 
;  Paramus,  NJ  07652 
;  CEO:  Michael  Goldstein 

Specialty  stores  I 
www.tru.com  '. 
201-262-7800  \ 
Fax:  201-262-8919  i 

;  Trans  World  Airlines 

!  515  North  Sixth  Street 
;  St  Louis,  MO  63101 
:  CEO:  Gerald  L  Gitner 

Airline  I 
wvwv.twa.com  '. 
314-589-3000  \ 
Fax:  314-589-3129  ; 

i  Transamerica 

;  600  Montgomerv  Street 
:  San  Francisco,  CA  94111 
CEO:  Frank  C  Herringer 

Life  &  health  insurance ; 
www.transamerica.com  : 
415-983-4000  ! 
Fax:415-983-4165  : 

Transatlantic  Holdings 

80  Pine  Street 
New  York,  NY  10005 
CEO:  Robert  F  Orlich 

Property  &  casualty  ins ! 
www.transre.com  ; 
212-770-2000  : 
Fax:  212-248-0965  : 

.  Transocean  Offshore 

4  Greenway  Plaza 
Houston,  TX  77046 
CEO:  J  Michael  Talbert 

Oilfield  services : 
713-871-7500  \ 

Travelers  Group 

388  Greenwich  Street 
New  York,  NY  10013 
CEO:  Sanford  1  Weill 

Diversified  insurance  : 

212-816-8000  i 
Fax:  212-316-8915  i 

Tribune 

435  North  Michigan  Avenue 
Chicago,  IL  60511 
CEO:  John  WMadigan 

Advertising  &  publishing  : 
www.tribune.com  : 
312-222-9100  ; 
Fax:312-222-9670  ; 

Trinity  Industries 

2525  Stemmons  Freeway 
Dallas,  TX  75207-2401 
CEO:  W  Ray  Wallace 

Heavy  equipment  '■. 

214-631-4420  i 
Fax:  214-689-0824  : 

Tnistmark 

nf\  n_    lA  1 

PO  Box  291 

Jackson,  MS  39205-0291 
CEO:  Frank  R  Day 

Regional  bank  ! 
www.trustmark.com  ! 
601-354-5111  i 

TRW 

1900  Richmond  Road 
Cleveland,  OH  44124-3760 
CEO:  Joseph  T  Gorman 

Auto  parts ; 
www.trw.com  : 
216-291-7000  : 
Fax:  216-291-7629  \ 

Tupperware 

PO  Rra  2151 
Orlando,  FL  32802 
CEO:  Warren  L  Batts 

Home  furnishings ; 

VVWVV-lUp|JcIWdlc.LUIIl  . 

407-826-5050  i 
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i  Turner 

:  375  Hudson  Street 
:  New  York,  NY  10014 
:  CEO:  Ellis  TGravetteJr 

Builder 

212-229-6000 
Fax:  212-229-6485  '■ 

Tyco  International 

One  Tyco  Park 

Exeter,  NH  03833-1108 

CEO:  L  Dennis  Kozlowski 

Misc  industrial  equip 
www.tycoint.com 
603-778-9700 
Fax:  603-778-7330 

Tyson  Foods 

PO  Box  2020 

Springdale,  AR  72765-2020 
CEO:  Leiand  E  Tollett 

Food  processor 
www.tyson.com 
501-290-4000 
Fax:  501-290-7984 

u 

U  S  West  Commun  Group 

PO  Box  6508 

Englewood,  CO  80155-6508 
CEO:  Solomon  D  Trujillo 

Telecommunications 
www.uswest.com 
303-793-6500 
Fax:  303-793-6222 

U  S  West  Media  Group 

PO  Box  6508 

Englewood,  CO  80155-6508 
CEO:  Charles  M  Lillis 

Broadcasting  &  movies 
www.uswest.com 
303-793-6500 

UAL 

PO  Box  66919 
Chicago,  IL  60666 
CEO:  Gerald  Greenwald 

Airline 
www.ual.com 
847-700-4000 
Fax:  847-700-7347 

UCAR  International 

39  Old  Ridgebuiy  Road 
Danbury,  CT  06817 
CEO:  Robert  P  Krass 

Misc  industrial  equip 

203-207-7700 
Fax:  203-207-7780 

Ultramar  Diamond  Shamrock  Miscellaneous  energy 

PO  Box  696000  www.diasham.com 
San  Antonio,  TX  78269-6000  210-641-6800 
CEO:  Roger  R  Hemminghaus             Fax:  210-641-8885 

UMB  Financial 

PO  Box  419226 

Kansas  City,  l«!0  64141-6226 

CEO:  R  Crosby  Kemper 

Regional  bank 
www.umb.com 
816-860-7000 
Fax:  816-860-5675 

Unicom 

PO  Box  A-3005 
Chicago,  IL  60690-3005 
CEO:  James  J  O'Connor 

Electric  util-NC 
www.ucm.com 
312-394-7399 
Fax:312-394-3110 

Union  Camp 

1600  Valley  Road 
Wayne,  NJ  07470 
CEO:  W  Craig  McClelland 

Paper  &  lumber 
www.unioncamp.com 
201-628-2000 
Fax:  201-628-2349 

Union  Carbide 

39  Old  Ridgebury  Road 
Danbury,  CT  06817-0001 
CEO:  William  H  Joyce 

Diversified  chemicals 
www.unioncarbide.com 
203-794-2000 
Fax:  203-794-7031 

Union  Electric 

PC  Box  66149 

St  Louis,  MO  63166-6149 

CEO:  Charles  W  Mueller 

Electric  util-NC 
www.ue.com 
314-621-3222 
Fax:  314-554-2888 

Union  Pacific 

Eighth  &  Eaton  Avenues 
Bethlehem,  PA  18018 
CEO:  Richard  K  Davidson 

Railroad 
www.up.com 
610-861-3200 
Fax:610-861-3111 

Union  Pacific  Resources  Group    integrated  gas 

801  Cherry  Street 

Fort  Worth,  TX  76102-6803  817-877-6000 
CEO:  JackLMessman 

Union  Planters 

PO  Box  387 

Memphis,  TN  38147 

CEO:  Benjamin  W  Rawlins  Jr 

Regional  bank 
www.unionplanters.com 
901-580-6000 
Fax:  901-580-2832 

Union  Texas  Petroleum 

nA  n  o  1  on 

PO  Box  2120 

Houston,  TX  77252-2120 

CEO:  John  L  Whitmire 

Miscellaneous  energy  I 

713-623-6544  i 
Fax:  713-968-2711  i 

UnionBanCal 

350  California  Street 

San  Francisco,  CA  94104-1476 

CEO:  Kanetaka  Yoshida 

Regional  bank  ■ 
415-705-7000  \ 

Unisource  Woridwide 

r>A  r>-...  ot  A 

PO  Box  834 

Valley  Forge,  PA  19482-0834 
CEO:  Ray  B  Mundt 

Business  supplies , 
www.unisourcelink.com  ■ 
610-296-4470  : 

Unisys 

rO  Box  500 

Blue  Bell,  PA  19424-0001 
CEO:  James  A  Unruh 

Computer  systems 
wvwv.unisys.com 
215-986-4011 
Fax:  215-986-2312 

United  Carolina  Bancshares       Regional  bank 

PO  Box  632  www.ucb.com 
Whiteville,  NC  28472  910-642-5131 
CEO:  E  Rhone  Sasser                     Fax:  910-642-1276 

United  HealthCare 

9900  Bren  Road  East 
Minnetonka,  MN  55343 
CEO:  William  W  McGuire 

Health  care  services 
wvwv.unitedhe3lthcare.com 
612-936-1300 

US  Bancorp 

PO  Box  8837 
Portland,  OR  97208 
CEO:  Gerry  B  Cameron 

Regional  bank 
wvvw.usbancorp.com 
503-275-6111 
Fax:  503-275-3452 

US  Robotics 

8100  North  McCormick  Boulevard 
Skokie,  IL  60076 
CEO:  Casey  G  Cowell 

Computer  peripherals 
www.usr.com 
847-982-5010 
Fax: 847-933-5551 

United  Technologies 

One  Financial  Plaza 
Hartford,  CT  05101 
CEO:  George  David 

Aerospace  &  defense 
www.utc.com 
860-728-7000 
Fax:  860-728-7979 

Unitrin 

One  East  Wacker  Drive 
Chicago,  IL  60601 
CEO:  Richard  C  Vie 

Diversified  insurance 
www.unitrin.com 
312-661-4600 
Fax:  312-661-4690 

Universal 

PO  Box  25099 
Richmond,  VA  23260 
CEO:  Henry  H  Harrell 

Tobacco 

804-359-9311 
Fax:  804-254-3594 

Unocal 

2141  Rosecrans  Avenue 
El  Segundo,  CA  90245 
CEO:  Roger  C  Beach 

Miscellaneous  energy 
www.unocal.com 
310-726-7600 

UNUM 

2211  Congress  Street 
Portland,  ME  04122 
CEO:  James  FOrr  III 

Life  &  health  Insurance 
vvww.unum.com 
207-770-2211 
Fax;  207-770-4510 

US  Airways  Group 

2345  Crystal  Drive 
Arlington,  VA  22227 
CEO:  Stephen  M  Wolf 

Airline 
www.usair.com 
703-418-7000 
Fax:  703-418-5139 

USA  Waste  Services 

1001  Fannin 
Houston,'TX  77002 
CEO:  John  E  Drury 

Environmental  &  waste 

713-512-6200 
Fax;  713-209-9710 

USF&G 

6225  Smith  Avenue 
Baltimore,  MD  21209 
CEO;  Norman  P  Blake  Jr 

Property  &  casualty  ins 

410-547-3000 
Fax:  410-625-5682 

USG 

PO  Box  6721 

Chicago.  IL  60680-6721 

CEO;  William  C  Foote 

Cement  &  gypsum 
www.usgcorp.com  ■ 

312-606-4000 
Fax;  312-606-4093 
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Schwab^s  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become  a 
successful  investor? 

While  many  would  have  you  believe 
that  It's  a  mystifying  process,  we  at 
Schwab  have  a  different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  we  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather 
than  the  quick  gain. 

•  Look  for  value  wherever  you  can 
fmd  it. 

•  Seek   out   balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  the  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  determined 
than  ever  to  make  sure  that  investors 


At  Schwah,  we  believe 
the  investor  should  think  intently 
and  spend  wisely. 

enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Mutual  Fund  OneSource® 
service  offers  over  650  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  of  them  is  free  of  load 
and  transaction  fees.  (While  load 


Charles  R.  Schwab. 
Committed  to  giving  you  control 
over  your  Jinancial  goals. 


funds  can  offer  attractive  returns 
and  other  benefits,  you  could  start 
off  by  giving 
up  as  much  as 
6%  of  your 
principal.  Even 
on  bad  days, 
the  Market 
is  rarely  off 
that  much.) 

Why  NOT  BECOME  A 

Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not  join  them?  We  think  you  will 
find  It  an  altogether  demystifying 
experience. 


An  Invaluable 

Investing 
Sourcebook, 
Yours  Free. 


To  receive  your  free  copy  of 

The  Essential  Investor"'  visit  one  oi  our 

240  branches  nationwide  or  phone: 

1-800-833-8633 

fiTmrm 


CharlesSchwab 

The  Way  It  Should  Be. 

'Ml  Charles  Schwab  &  Co.,  Inc.  All  nghts  rcser^'cd  Member  SIPC/NYSE  (5/97).  Schwab  receives  remuneration  from  Mutual  Fund  OneSource  companies.  Schwab's  standard  transaction  fee  wiE  be  charged  on  each 
tdcmption  of  fund  shares  bought  with  no  transaaion  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  nght  to  aisess  Schwab's  standard  transaction  fees  in  die  ftiturc  should  short-term  trading  become  excessive. 


i  USLife 

;  125  Maiden  Lane 
i  New  York,  NY  10038 
:  CEO:  Greer  F  Henderson 

Life  &  health  insurance 

212-709-6000 
Fax:212-425-8006 

i  UST  Inc 

:  100  West  Putnam  Avenue 
:  Greenwich,  CT  06830 
:  CEO:  Vincent  A  GiererJr 

Tobacco 

203-661-1100 
Fax:  203-622-3250 

i  USX-Marathon 

j  600  Grant  Street 

;  Pittsburgh,  PA  15219-4776 

:  CEO:  Thomas  1  Usher 

Miscellaneous  energy 
www.marathon.com 
412-433-1121 
Fax:412-433-2015 

i  USX-US  Steel 

;  600  Grant  Street 

:  Pittsburgh,  PA  15219-4776 

:  CEO:  Thomas  J  Usher 

Steel 
www.usx.com 
412-433-1121 
Fax:  412-433-2015 

;  UtiliCorp  United 

:  PO  Box  13287 

:  Kansas  City,  MO  54199-3287 

'  CEO:  Richard  C  Green  Jr 

Gas  distributor 
www.utilicorp.com 

816-421-6600 
Fax:  816-467-3590 

V 

Valero  Energy 

PO  Box  500 

San  Antonio,  TX  78292-0500 
CEO:  William  E  Greehey 

Miscellaneous  energy 

www.valero.com 
210-246-2000 
Fax:  210-246-2646 

Valley  National  Bancorp           Regional  bank 

1455  Valley  Road  www.valleynationalbank.com 
Wayne,  NJ  07470-0558  201-305-8800 
CEO:  Gerald  H  Lipkin                    Fax;  201-305-8415 

Vencor 

400  West  Market  Street 
Louisville,  KY  40202 
CEO:  W  Bruce  Lunsford 

Health  care  services 
www.vencorcom 
502-596-7300 
Fax:  502-596-4099 

VF 

PO  Box  1022 
Reading,  PA  19603 
CEO:  Mackey  J  McDonald 

Wearing  apparel 
www.threads.vfc.com 
610-378-1151 
Fax:610-375-7261 

Viacom 

1515  Broadway 
New  York,  NY  10036 
CEO:  Sumner  M  Redstone 

Broadcasting  &  movies 
www.viacom.com 
212-258-6000 
Fax:  212-258-6354 

Vons  Cos 

PO  Box  513338 

Los  Angeles,  CA  90051-1338 

CEO:  Lawrence  A  Del  Santo 

Supermarkets  &  convenience 
vonsshop@aol.com 
818-821-7000 
Fax:  818-821-7934 

Vulcan  Materials 

PO  Box  530187 
Birmingham,  AL  35253-0187 
CEO:  Donald  M  James 

Cement  &  gypsum 
www.vulcanmat.com 
205-877-3000 
Fax:  205-877-3094 

w 

Waban 

PO  Box  9600 
Natick,  MA  01760 
CEO:  Herbert  J  Zarkin 

Home  improvement  stores 

508-651-6500 
Fax:  508-651-7437 

Wachovia 

PC  Box  3099 

Winston-Salem,  NC  27150 
CEO:  Leslie  M  Baker  Jr 

Regional  bank 
www.wachovia.com 

910-770-5000 
Fax:  910-732-7021 

Wal-Mart  Stores 

702  Southwest  8th  Street 
Bentonville,  AR  72716-8001 
CEO:  David  D  Glass 

Drug  &  discount  stores 
www.wal-mart.com 
501-273-4000 
Fax:  501-273-4053 

Walgreen 

200  Wilmot  Road 

Deerfieid,  IL  60015 

CEO:  Charles  R  Walgreen  III 

Drug  &  discount  stores  : 
www.walgreens.com 
847-914-2500 
Fax;  847-914-2804  . 

Warner  Lambert 

201  Tabor  Road 
Morris  Plains,  NJ  07950 
CEO:  Melvin  R  Goofles 

Drugs 

www.warner-lambert.com 
201-540-2000 
Fax:  201-540-7768 

Washington  Federal 

425  Pike  Street 
Seattle,  WA  98101 
CEO:  Guy  C  Pinkerton 

Thrift 

206-624-7930 
Fax:  206-624-2334 

Washington  Mutual 

PO  Box  834 
Seattle,  WA  981 11 
CEO:  Kerry  K  Killinger 

Thrift 

206-461-2000 
Fax:  206-554-2778 

Washington  Post 

1150  15th  Street  NW 
Washington,  DC  20071 
CEO:  Donald  E  Graham 

Advertising  &  publishing 
www.washingtonpost.com 
202-334-6000 
Fax:  202-334-1031 

Webster  Financial 

Webster  Plaza 
Waterbury,  CT  06702 
CEO:  James  C  Smith 

Regional  bank 

203-755-1422 
Fax:  203-573-8301 

WellPoint  Health  Networks     Health  care  services 
21555  Oxnard  Street 

Woodland  Hills,  CA  91367  818-703-4000 
CEO:  Leonard  D  Schaeffer                Fax:  818-703-3253 

Wells  Fargo 

420  Montgomery  Street 
San  Francisco,  CA  94163 
CEO:  Paul  M  Hazen 

Regional  bank 
wellsfargo.com 
800-411-4932 

Wendy's  International 

PO  Box  256 

Dublin,  OH  43017-0256 
CEO;  Gordon  F  Teter 

Restaurant  chain 
www.wendys.ccm 
614-764-3100 
Fax;  614-764-3459 

Western  Atlas 

360  North  Crescent  Drive 
Beverly  Hills,  CA  90210-4867 
CEO:  Alton  J  Brann 

Oilfield  services 
www.westatlas.com 
310-888-2500 
Fax:  310-888-2848 

Western  Digital 

8105  Irvine  Center  Drive 

Irvine,  CA  92718 

CEO:  Charles  A  Haggerty 

Computer  peripherals 
www.wdccom 
714-932-5000 
Fax:  714-932-6324 

Western  National 

5555  San  Felipe  Road 
Houston,  TX  77056 
CEO:  Michael  J  Poulos 

Life  &  health  Insurance 

713-888-7800 
Fax:  713-888-7893 

Western  Resources 

PO  Box  889 
Topeka,KS  66601 
CEO:  John  E  Hayes  Jr 

Electric  util-NC 
www.wstnres.com 
913-575-6300 
Fax:  913-575-8061 

Westinghouse  Electric 

11  Stanwix  Street 
Pittsburgh,  PA  15222-1384 
CEO:  Michael  H  Jordan 

Electrical  equipment 
www.westinghouse.com 
412-646-3129 
Fax:  412-642-2466 

Westvaco 

299  Park  Avenue 
New  York,  NY  10171 
CEO:  John  A  Luke  Jr 

Paper  &  lumber 

212-688-5000 
Fax:  212-318-5050 

Weyerhaeuser 

Weyerhaeuser 
Tacoma,  WA  98477 
CEO:  John  W  Creighton  Jr 

Paper  &  lumber 

206-924-2345 
Fax:  206-924-3543 

Whirlpool 

2000  M-63 

Benton  Harbor,  Ml  49022-2692 
CEO:  David  R  Whitwam 

Appliances 
www.whirlpool.com 
616-923-5000 
Fax;  616-923-3978 

Whitman 

3501  Algonquin  Road 
Rolling  Meadows,  IL  60008 
CEO:  Bruce  S  Chelberg 

Beverages  : 
www.whitmancorp.com  ; 
847-818-5000  ; 
Fax:  847-818-5046  \ 

Whitney  Holding 

228  St  Charles  Avenue 
New  Orleans,  LA  70130 
CEO:  William  L  Marks 

Regional  bank ; 

504-586-7272  i 
Fax:  504-586-3658  \ 

Willamette  Industries 

1300  SW  Fifth  Avenue 
Portland,  OR  97201 
CEO:  Steven  R  Rogel 

Paper  &  lumber ; 

503-227-5581  1 
Fax:  503-273-5603  i 

Williams  Cos 

One  Williams  Center 
Tulsa,  OK  74172 
CEO:  Keith  E  Bailey 

Other  gas ; 
www.twc.com  i 
918-588-2000  : 
Fax:  918-588-2296  : 

Wilmington  Trust 

1100  North  Market  Street 
Wilmington,  DE  19890-0001 
CEO:  Ted  T  Cecala 

Regional  bank  \ 

302-651-1000  ; 
Fax;  302-651-8010  \ 

Winn-Dixie  Stores 

PO  Box  B 

Jacksonville,  FL  32203-0297 
CEO:  A  Dano  Davis 

Supermarkets  &  convenience 

904-783-5000 
Fax;  904-783-5294 

Wisconsin  Energy 

PO  Box  2949 
Milwaukee,  Wl  53201 
CEO:  Richard  A  Abdoo 

Electric  util-NC 
www.wisenergy.com 

414-221-2345 
Fax:  414-221-2594 

WMX  Technologies 

3003  Butterfield  Road 
Oak  Brook,  IL  60521 
CEO:  Dean  L  Buntrock 

Environmental  &  waste 
www.wmx.com 
630-572-8800 
Fax:  630-572-3094 

Woolworth 

233  Broadway 

New  York,  NY  10279-0003 

CEO:  Roger  N  Farah 

Drug  &  discount  stores 

212-553-2000 
Fax.  212-553-2042 

WorldCom 

515  East  Amite  Street 
Jackson,  MS  39201-2702 
CEO:  Bernard  J  Ebbers 

Telecommunications 
www.wcom.com 
601-360-8600 
Fax:  601-360-8616 

Wm  Wrigley  ir 

410  North  Michigan  Avenue 
Chicago.  IL  50611-4287 
CEO;  William  Wrigley 

Food  processor 
www.wrigley.com 
312-644-2121 
Fax:  312-644-0015 

x-z 

Xerox 

PO  Box  1600 
Stamford,  CT  06904 
CEO:  Paul  A  Allaire 

Business  supplies 
www.xerox.com 
203-968-3000 
Fax:  203-968-4565 

Xilinx 

2100  Logic  Drive 
San  Jose,  CA  95124-3450 
.  CEO:  Willem  P  Roelandts 

Computer  software 
www.xilinx.com 
408-559-7778 

Fax:  408-559-7114 

Yellow 

PO  Box  7563 

Overland  Park,  KS  66207-0563 
CEO:  A  Maurice  Myers 

Shipping 
www.yellowcorp.com 
913-696-6100 
Fax:  913-696-6122 

York  International 

PO  Box  1592-364B 
York.  PA  17405-1592 
CEO:  Robert  N  Pokelwaldt 

Misc  industrial  equip 
www.york.com 
717-771-7890 
Fax;  717-771-7381 

Zions  Bancorporation 

1  South  Main 

Salt  Lake  City,  UT  84111 

CEO:  Harris  H  Simmons 

Regional  bank 
www.zionsbank.com 

801-524-4787 
Fax:  801-524-2129 
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The  economy's  foundations  are  so  solid  that  they  have  survived  not  just  one, 
but  several  economic  tremors  since  the  current  economic  model  was  established  in 
the  mid-1980s.  After  having  a  heavily  protected  economy,  Mexico  now  has  a 
wide-open  one  in  just  12  years'  time.  The  price  has  been  inevitable  economic  and 
financial  adjustments. 

But  bottom  line,  what  makes  the  economy  sound  is  the  wisdom  that  hands-on 
businessmen  are  applying,  not  merely  to  stay  afloat,  but  to  develop  profitable  com- 
panies that,  after  la  crisis,  have  bright  prospects  for  the  future.  Theirs  is  a  case  of 
survival  of  the  fittest. 

Companies  such  as  TELMEX,  FEMSA,  GRUMA,  ALFA  and  Bufete  Industrial 
have  assured  themselves  not  only  a  large  share  of  their  own  markets,  but  now  offer 
opportunities  for  those  investors  willing  to  take  the  oft-bumpy  ride  the  Mexican 
economy  offers.  When  the  dust  clears,  the  yields  can  be  great.  These  companies 
participate  in  the  Mexican  Stock  Exchange,  or  6o/sa,  and  their  common  product  is 
just  one:  smiling  investors. 


i^exico's  capacity 
for  economic 
recovery  after 
what  was  labeled 
"the  crisis  of  the 
century"  in 
December  1994 
is  no  accident. 


M  U  V  b  H  I  I  b  t  Wl  t  IN  I  C 

Hjjl  TELMEX 


ING.  CARLOS  SLIM  HELU 

Chairman  of  the  Board 

Telefonos  de  Mexico,  S.A.  de  C.V. 


With  the  signing  of  the  North 
American  Free  Trade  Agreement 
(NAFTA)  and  other  legislation,  Mexico 
has  rapidly  expanded  its  presence  in 
the  international  economic  environ- 
ment, and  particularly  the  U.S. 
economy.  The  resultant  growth  in  the 
flow  of  goods  and  services  will  increase 
the  need  for  telecommunications 
between  these  two  countries  and  the 
rest  of  the  world. 

In  the  last  five  years  the  company 
has  seen  one  of  the  broadest  and  most 
accelerated  transitions  in  the  telecom 
industry.  TELMEX's  investment  of 
more  than  $12  billion  has  resulted  in 
the  growth  and  modernization  of  its 
network  and  prepared  the  company 
to  face  the  competitive  challenges 
of  the  future. 

The  evolution  of  competition  in 
Mexico  will  lead  to  the  establishment 
of  a  single  North  American  telecom 
market  that  will  eventually  operate 
under  minimal  regulation.  This 
regional  structure  will  give  eager  telcos 
the  opportunity  to  position  themselves 
in  both  Mexican  and  U.S.  markets. 

TELMEX's  objective  is  to  be  a 
major  player  in  this  regional  transfor- 
mation and  establish  a  transition 
mechanism  that  provides  equal  oppor- 
tvmities  for  all  participants.  Our  goal 
within  this  industry  d3mamic  is  enter- 
ing the  U.S.  market.  Our  success 
requires  strong  and  lasting  strategic 
alliances  that  position  the  company  in 
the  regional  market,  wliile  sustaining 


its  leadership  in  the  domestic  market. 

Fortunately,  establishing  and  main- 
taining strong  partnerships  is  nothing 
new  to  us.  TELMEX  is  one  of  the  hold- 
ings of  Carso  Global  Telecom,  a  major 
Mexican  telecom  holding  company 
that  has  demonstrated  its  ability  in 
managing  companies  in  highly  compet- 
itive markets.  The  Carso  Group's 
participation  in  TELMEX  has  been 
supported  since  privatization  by 
Southwestern  Bell  and  France  Telecom. 
Carso  Global  Telecom  has  committed 
itself  to  the  country's  development 
through  advanced  high-quality 
services,  while  generating  long-term 
value  for  shareholders. 

Prior  to  privatization,  TELMEX 
managed  the  growth  of  the  Mexican 
telephone  industry.  However,  growth 
was  not  enough,  since  it  was  obvious 
that  the  company  required  technologi- 
cal modernization.  The  existing 
management  not  only  met  this  techni- 
cal and  operational  challenge,  but 
also  exceeded  its  social  and  develop- 
mental objectives,  which  were 
mandated  in  its  concession. 

None  of  this  could  have  been 
achieved  without  our  people.  TELMEX 
employees  are  highly  qualified  within 
their  fields  and  constantly  motivated  to 
improve  our  services.  Many  of  our  top 
managers  have  proven  ability  in  differ- 
ent market  environments. 

During  the  past  year,  TELMEX 
completed  the  first  phase  of  improving 
its  core  services  with  superb  results. 
While  implementing  an  unprecedented 
network  and  operational  investment 
program,  the  company  also  introduced 
new  services,  products  and  rate  plans. 
These  have  been  praised  by  industry 
experts  as  an  operational  and  commer- 
cial success.  For  our  customers,  this 
has  meant  rate  levels  that  took  over 
10  years  before  comparable  ones  were 
reached  in  the  U.S. 

In  the  last  six  years,  TELMEX 
nearly  doubled  its  network  coverage, 
and  now  services  over  8.8  million 
customers  in  over  20,559  towns  nation- 
wide. In  1990,  there  were  5.4  million 
service  lines  in  10,221  towns.  Currently, 
33  out  of  every  100  families  have  a 
telephone  line.  In  addition,  public 
telephone  service  increased  by  188%, 
from  82,665  public  telephones  in  1990 


to  over  238,562  in  1996.  Over  90%  of 
the  country's  telecom  network  is 
digital,  whereas  the  digitalization 
index  was  only  31%  in  1990. 

TELMEX  has  one  of  the  most 
extensive  fiber  optic  networks  in  the 
world  —  30,000  km  of  fiber  optic  cable. 
This  modern  network  has  been  engi- 
neered to  100%  redundancy  to  avoid 
service  interruptions,  and  it  handles 
over  30,000  simultaneous  long  distance 
telephone  conversations  per  pair  of 
fiber  optic  cable.  Through  all  this, 
TELMEX  has  not  lost  sight  of  the  mar- 
ket. To  this  end,  it  continues  to  provide 
advanced  telecommunications  products 
and  improve  customer  service. 

In  conclusion,  TELMEX's  competi- 
tive advantages  are  its  extensive 
experience  in  the  telecom  market, 
nationwide  coverage,  competitive  inter- 
national rates,  highly  motivated  and 
qualified  labor  force  of  over  50,000  and 
strong  international  alliances.  One  of 
the  key  challenges  that  TELMEX  faces 
in  1997  is  leveraging  these  strengths  as 
it  enters  the  U.S.  long  distance  market 
with  its  strategic  partner.  Sprint. 

All  of  the  large  U.S.-based  telcos 
have  concluded  that  an  integrated 
North  American  strategy  is  essential. 
TELMEX  agrees.  The  natural  strategy 
for  TELMEX  is  to  enter  and  commer- 
cialize its  services  and  trademark  in  the 
U.S.  as  it  prepares  for  a  more  open  and 
competitive  telecom  environment. 


Yes.  In  the  last  5  years,  we  have  invested  more  than  $12  billion  dollars  to  improve  our  technology. 
Now  we  offer  services  with  world  class  quality.  We  have  all  that  it  takes  to  compete  in  the  Northamerican 
Telecommunications  Market.  Our  competitive  arena.  Definitely,  we  are  ready. 


TEL.IVIEX 

www.telmex.com.mx.  ^■^■■▼■^■.XV 


FEMSA 


JOSE  ANTONIO  FERNANDEZ  C. 

Chief  Executive  Officer. 

FOMENTO  ECONOMICO  MEXICANO 

S.A.  DE  C.V. 


[exico's  recent  history  has  been 
one  with  significant  economic  fluctua- 
tions. These  changes  are  mainly  due 
to  the  adjustments  that  are  required  as 
the  economic  rules  change  in  Mexico. 
Even  in  this  volatile  environment,  there 
is  a  group  of  corporations  that  have 
survived  and,  in  fact,  have  thrived 
despite  the  uncertainty.  As  a  company 
that  has  been  active  in  Mexico  for 
more  than  100  years,  Fomento 
Economico  Mexicano  S.A.  de  C.V. 
(FEMSA)  sees  opportunity  in  change 
and  is  taking  advantage  of  it  to  play  a 
leading  role  in  the  economic  modern- 
ization of  the  country. 

FEMSA's  primary  businesses 
include  the  Cerveceria  Cuauhtemoc- 
Moctezuma,  brewers  of  beers  such  as 
Tecate,  Carta  Blanca,  Sol  and  Dos 
Equis;  Coca-Cola  FEMSA,  one  of  the 


largest  Coca-Cola  bottlers  in  Latin 
America;  OXXO,  the  largest  conve- 
nience store  chain  in  Mexico;  and 
FEMSA  Empaque,  producers  of  various 
packaging  materials  to  support  these 
bottling  operations.  Sales  in  1996 
exceeded  US$2.3  billion,  an  increase  of 
17%  over  1995. 

FEMSA's  success  is  a  direct  result 
of  the  efforts  of  over  30,000  dedicated 
individuals  who  make  up  our  organi- 
zation. The  emphasis  has  been  on 
superior  core  competencies  and  a 
global  focus  on  growth  and  profitabil- 
ity. Our  Mexican  labor  force  exhibits  a 
strong  work  ethic  and  provides  us 
with  a  strong  competitive  cost  position 
in  the  world  market.  Given  that  our 
most  valuable  asset  is  our  people,  we 
strive  to  build  an  environment  that 
will  support  the  development  of  our 
professionals  at  all  levels.  In  so  doing, 
FEMSA  has  been  able  to  accomplish 
its  corporate  goals  by  fostering  the 
best  operating  practices  organization- 
wide  in  the  process  of  creating 
shareholder  value. 

Our  businesses  have  developed 
strong  core  competencies  while  con- 
tributing to  our  success:  world-class 
manufacturing  capabilities  that  allow 
us  to  compete  aggressively,  a  strong 
logistics  and  distribution  network  that 
supports  our  more  than  300,000  retail 
points  of  sale  and  a  successful  brand- 
management  practice  that  establishes 
a  strong  market  position  for  all  of  our 
products.  Our  constant  focus  on  these 
business  practices  reinforces  our  philos- 
ophy of  an  organization  committed  to 
excellent  customer  service. 

In  recent  years  we  have  leveraged 


our  capacities  abroad,  increasing 
exports  around  the  world,  as  well 
as  building  investments  in  South 
American  businesses  similar  to  our 
own.  Furthermore,  FEMSA  has  entered 
into  strategic  alliances  with  several 
global  leaders  in  their  fields  to  further 
strengthen  our  competitive  position. 
Our  current  partners  include  The 
Coca-Cola  Company,  Labatt  Breweries 
of  Canada  (a  subsidiary  of  Interbrew) 
and  AMOCO. 

As  in  the  past,  the  future  holds 
significant  challenges.  Efforts  like 
NAFTA  have  ended  the  long  period 
of  a  closed  economy  in  Mexico.  The 


trade  agreement  has  broken  down 
national  barriers,  requiring  us  to 
compete  against  other  strong  and 
market-focused  companies.  While  it  is 
challenging,  the  increased  competition 
will  be  better  for  Mexico,  as  it  positions 
itself  to  compete  more  aggressively  in 
the  world  market,  and  better  for 
Mexican  consumers,  who  now  have 
more  choices  in  products  and  services. 
Despite  the  increased  pressure  since 
NAFTA  was  passed,  FEMSA  is  growing 
both  domestically  and  internationally 
as  it  takes  advantage  of  new  trade 
opportunities. 

As  Mexico  regains  strength  and 
positions  itself  as  a  strong  economic 
player  in  the  international  community, 
companies  like  FEMSA,  focusing  on 
the  profitable  growth  of  their  core 
businesses,  will  continue  proving  that 
Mexican  companies  can  adapt  to 
change  and  succeed  in  the  world  arena. 


Very  Solid  liquids 

Its  international  quality  and  its  firm  and  determined  steps  have  prepared  FEMSA 
to  lead  the  market  in  the  XXIth.  century 


r 


erveceria  Cuauhtemoc  Moctezuma, 
has  always  been  at  the  forefront  of 
innovation.  It  has  the  largest  portfolio  of 
Ix-ers  in  Mexico  and  satisfies  the  different 
nistes  ot  its  most  demanding  consumers. 
The  cpality  of  its  brands  is  internationally 
renowned,  since  they  are  present  in 
countries  in  all  five  continents. 


FEMSIl 


he  companies  within  this  division 
supply  the  beverage  and  food 
industry  with  aluminum,  metal 
and  glass  containers,  cardboard 
boxes  and  packaging,  labels, 
bottle  caps,  chemicals  and 
plastic  products. 


Coca-Cola  F  E  M  S II 


On 


ne  of  the  largest  GxaCola 
franchises  in  the  world  and  an  anchor 
bottle  company  in  Latin  America, 
GxaGDla  FEMSA  supplies  the 
Mexico  City  metropolitan  area  and 
Sutheast  Mexico,  and  its  operations  in 
Buenos  Aires  Argentina,  have 
reafiirmed  its  leadership  position  and  consolidated  its  strat^c  penetratic>n 
of  the  attractive  markets  of  Central  and  South  America. 


H  (I  G  I  N  G 


FEMSA  Packaging  uses  stateot-the-art  technology 
and  offers  internationally  competitve  prices, 
exporting  its  products  to  the  United  States, 
the  Caribbean  and  South  America 


FEMSfl  RETeiLING 


The  OXXO  chain  of  convenience 
stores  is  the  largest  in  Mexico,  with 
more  tlian  800  outlets  strat^cally 
located  in  the  nation '  s  main 
metropolitan  areas. 


FEMSV 


Mexico's  largest  beverage  and  packaging  group 

Fomento  Economico  Mexicano,  SA.  de  C.V  Corporate  Communications  and  Investor  Relations 
FO  Box  2001  Monterrey,  N.L  64000  Mexico 
Plione  (528)  328^150  Fax:  (528)  328^080 
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GRUMA 


ROBERTO  GONZALEZ  BARRERA 

Chairman 

Grupo  Maseca,  S.A.  de  C.V. 


MODERN  COMPANIES 
FOR  A  MODERN  MEXICO 

jTn  just  a  decade  our  world 
has  been  profoundly  reshaped  by 
economic,  political  and  technological 
factors.  The  Cold  War's  end  created 
a  new  balance  —  and  new  problems. 
Trading  blocks  emerged  in  Europe 
and  North  America,  setting  the 
pattern  for  international  economic 
exchange.  Technological  innovation 
opened  new  avenues  of  operation, 
heightening  competition. 

During  the  '80s,  Mexico 
modernized,  following  the  new 
rules  of  efficiency  and  competition. 
This  strategy  aimed  at  redesigning 
our  core  economic,  political  and 
cultural  systems.  Our  country's 
current  situation  springs  from  this 
difficult  transition. 

Despite  these  difficulties,  Mexico 
has  seen  important  changes.  The  coun- 
try's recovery  from  the  economic  crisis 
prompted  by  the  December  1994  peso 
devaluation  is  the  best  example  of 
structural  reform.  The  cycle  of  recession 
and  recovery  happened  in  slightly 
over  two  years,  whereas  the  previous 
1983  recession  lasted  at  least  six  years. 
The  financial  rebound  was  even  more 
impressive.  Mexico  returned  to  interna- 
tional financial  markets  only  months 
after  the  crisis,  while  previously  we  were 
shut  out  of  them  for  at  least  six  years. 

How  was  this  phenomenon 
possible?  First,  our  government  applied 


a  strict  stabilization  program.  Second, 
Mexico  had  long-term  solvency,  based 
on  its  industrial  modernization  and  the 
North  American  Free  Trade  Agreement 
(NAFTA).  How  else  could  non-oil 
exports  number  almost  90%  of  total 
exports  by  year-end  1996,  up  from  a 
mere  20%  in  the  early  '80s?  Finally, 
the  U.S.-led  international  financial 
relief  package  in  1995  helped  us  meet 
short-term  obligations. 

Grupo  Maseca  (GRUMA)  and 
Grupo  Financiero  Banorte  (BANORTE), 
both  of  which  I  preside  over  as 
Chairman  of  the  Board,  are  companies 
that  proudly  belong  to  this  new 
era  in  Mexico. 

GRUMA  has  been  a  technological 
leader  since  1949,  when  we  introduced 
a  revolutionary  method  to  obtain  com 
flour  for  tortilla  production.  Our  ever- 
growing market  share  is  due  to  our 
process  that  yields  20%  more  tortillas 
per  unit  of  com.  This  method  is  more 
energy-efficient,  produces  a  higher- 
quality  and  more  hygienic  product  and 
is  more  environment-friendly  than  the 
traditional  method. 

GRUMA's  entry  into  international 
markets  dates  back  to  1972,  in  Central 
America.  We  expanded  to  the  U.S. 
in  1976  and  South  America  in  1994, 
becoming  the  world's  largest  corn  flour 
and  tortilla  producer. 

GRUMA  made  important  inroads 
into  international  markets  and  met 
world  quality  standards  long  before 
Mexico  decided  to  sign  NAFTA.  Our 
commitment  to  quality  and  efficiency 
earned  us  ISO-9002  certification  before 
most  Mexican  companies.  Our  interna- 
tional operations  accounted  for  nearly 
50%  of  total  revenues  in  1996,  and  we 
are  confident  that  profits  will  continue. 
Our  alliance  with  Archer  Daniels 
Midland  (ADM),  in  which  we  retained 
fuU  management  control,  was  completed 
last  year  and  provided  us  with  US$258 
million  and  a  host  of  other  benefits. 


Grupo  Financiero  Banorte 
(BANORTE)  is  another  example  of 
leadership.  It  was  formally  chartered  in 
1993  under  regulations  permitting 
holding  companies  that  provide  all 
financial  services.  Its  major  subsidiaries 
are  Banco  Mercantil  del  Norte  and  bro- 
kerage firm  Casa  de  Bolsa  Banorte. 

The  Mexican  financial  system  was 
stricken  by  our  economic  crisis.  It 
required  a  bold  response:  government 
financial  relief  packages  and  loan  port- 
folio acquisitions,  at  a  cost  of  nearly  9% 
of  GDP,  and  equity  capital  provided  by 
shareholders,  equal  to  1.6  times  the 
level  that  existed  before  the  crisis. 
Through  these  measures,  the  financial 
system  got  back  on  its  feet.  Foreign 
banks  such  as  Banco  Bilbao  Vizcaya, 
Banco  Santander  and  Bank  of  Nova 
Scotia  also  assisted  troubled  institu- 
tions. Such  intemational  participation 
will  probably  continue,  raising  compe- 
tition levels. 

During  this  difficult  period  we 
were  aided  by  the  best  capital  base 
ratio  in  the  market  and  our  confidence 
in  the  Mexican  economy's  turnaround. 
Our  banking  subsidiary  not  only  con- 
solidated, but  also  expanded  its  market 
presence.  We  took  over  Banco  del 
Centro  (BANCENTRO)  last  year, 
increasing  our  branch  network 
even  further. 

Our  commitment  to  increasing 
shareholder  value  is  reflected  by  the 
bank  and  brokerage  house  leading  their 
markets  in  Retum  on  Equity  (ROE).  We 
recently  ventured  into  pension  funds 
and  insurance  seeking  the  same  results. 
We  are  currently  determining  whether 
alliances  can  increase  their  value. 

We  are  optimistic  about  the  possi- 
bilities Mexican  and  intemational 
markets  offer  both  GRUMA  and 
BANORTE.  Success  will  continue  if  we 
stick  to  our  strategy:  providing  world- 
class  products  and  services  to  our 
clients  and  value  to  our  shareholders. 


Worldwide  leader  in  tortillas  and  corn  flour 


In  Gruma 

Research  and  Development  are 
synonymous  with  getting  it  right 

More  than  47  years  of  experience  have 
taught  us  that  the  key  to  sustained 
business  growth  lies  in  research  and 
development,  the  two  basic  elements 
necessary  for  long  term  vision  and 
planning. 

In  Gruma,  we  specialize  in  applying 
these  factors  to  corn  flour  technology. 
Our  efforts  have  made  us  the 
undisputed  leaders  in  this  industry  as 
well  as  in  corn  tortilla  manufacturing. 
Furthermore,  our  strategy  is  to  turn 
crises  into  opportunities.  We  recently 
made  a  strategic  alliance  with  Archer 
Daniels  Midland  (ADM)  as  the  right 
step  to  consolidate  and  strengthen  our 
leadership. 


www.gruma.com 


ALFA 


ALFA:  EXPANDING  ITS 
WORLD-CLASS  OPERATIONS 


REVENUES 


ILFA's  1996-2000  capital  expendi- 
ture program  calls  for  investments 
of  US$2  billion  and  strengthens  its 
position  as  one  of  Mexico's  premier 
corporations.  Projects  worth  60%  of 
the  total  amount  have  already  been 
authorized.  As  part  of  the  program, 
ALFA  invested  close  to  US$400  million 
in  1996  and  will  disburse  US$700 
million  in  1997. 

The  major  projects  include: 

•  A  new  PTA  (primary  material  for 
polyester)  plant  to  increase 
production  capacity  58%. 

•A  120-megawatt,  gas-fired  electric- 
ity and  steam  cogeneration  facility. 

•  A  second  flat-steel  minimill 
production  line  that  will  double 
output  to  1.5  million  metric  tons 
in  1999.  Processing  capacity  for 
pickling,  cold  rolling,  galvanizing 
and  coating  is  also  being  expanded. 

•  Expanding  the  production  and 
distribution  of  processed  meats, 
frozen  foods,  cheese  and  yogurt. 

•  Doubling  capacity  for  aluminum 
engine  cylinder  heads  to  six  million 
pieces  per  year  by  2000.  Also, 
investments  for  the  production  of 
aluminum  engine  blocks  are  planned. 

•  Developing  the  Mexican  telecom 
market  by  investing  in  long 
distance  and  wireless 
technology  services. 

ALFA'S  FACTS  AND  FIGURES: 

Groups: 

Alpek 

Petrochemicals,  synthetic 
fibers  and  plastics. 

Hylsamex 

Steel  production  and  processing. 
Sigma 

Processed  foods. 
Versax 

High-tech  auto  components, 
carpets,  mattresses  and  retailing. 

Onexa 

Telecommunications  services. 


These  projects  follow  ALFA's 
strategic  guidelines  and  will  increase  its 
already  significant  presence  in  Mexican 
and  international  markets. 

ALFA's  GROWTH  STRATEGY  IS  TO: 

•  Reinforce  the  competitive  position 
of  its  current  businesses  by  expand- 
ing and  modernizing  production 
capacity. 

•  Strengthen  its  portfolio  through  the 
production  of  more  value-added 
products. 

•  Counterbalance  the  effect  of 
business  cycles  through  the  growth 
of  non-corrmiodity  companies,  such 
as  telecommunications  services, 
which  are  less  sensitive  to  peso- 
dollar  exchange  volatility. 

•  Improve  its  financial  position 
through  equity  markets  and 
favorable  loan  terms. 

Results  have  proven  ALFA's  strat- 
egy to  be  correct  and  well-executed. 
The  corporation  has  attained  leading 
market  positions  —  first  or  a  close 
second  —  in  all  its  business  lines. 
Revenues,  operating  income  and 
cash  flow  have  grown  consistently 
and  leverage  has  decreased. 

ALFA  sees  Mexico  as  a  land 
of  opportunity. 


1996  HIGHLIGHTS  (US$  MILLIONS): 


Revenues 
Assets 
Exports 
EBITDA 

Capital  Expenditures 
Employees 

STRATEGIC  ALLIANCES: 


3,303 
5,500 
886 
731 
397 

28,660 


Akzo  Nobel 

Alutek 

Amoco 

AT&T 

Bancomer 

BASF 

Bekaert 

Davy 

Dupont 

Ford 


Kawasaki 
Man-GHH 
Montell 
Oscar  Mayer 
PEMEX 

Shaw  Industries 

Sodima 

Tyson 

Visa 

Worthington 


3,303 


2,909 


1992    1993    1994    1995  1996 

Millions  of  dollar 


OPERATING  INCOME 


550 


1992    1993    1994    1995  1996 

Millions  of  dollar 

CASH  FLOW 

(EBITDA) 


1992    1993    1994    1995  1996 

Millions  of  dollars 


INTEREST  COVERAGE 


5.4 


1992   1993   1994   1995  1996 


Source:  ALFA 


Times! 


Seeing  opportunity  in 


Mexico 

When  Mexico  experienced  troubled  times  in  1995-1996, 
ALFA  invested  US$  1  billion  to  expand  and  modernize 
its  businesses.  During  these  two  years,  its  operations 
in  steel,  petrochemicals,  synthetic  fibers,  food  and  auto 
components  achieved  outstanding  results  -  revenue 
increased  more  than  50%  and  average 
operating  cash Jlow  reached 
US$  6  75  million. 

ALFA  sees  Mexico  as  a  land  of  opportunity. 


For  investor,  buyer  or  supplier  information:  Phone  52  (8)  152-ALFA,  Fax:  52  (8)  152-2551,  or  www.alfa.com.mx 


Bufete  Industrial 


7. 


It  was  only  a  couple  of  years  ago 
when  Mexico  faced  an  economic  crisis 
that  forced  entrepreneurs  to  focus  on 
solving  short-term  problems,  while  the 
rest  of  the  world  questioned  the  coun- 
try's economic  recovery. 

Fortunately,  Mexico's  economic 
foundation  was  strong  enough  to 
withstand  the  impact  of  the  crisis 
and  establish  the  guidelines  for  a 
true  recovery,  which  we  are  experi- 
encing today. 

For  Bufete  Industrial,  S.A., 
Mexico's  largest  engineering,  procure- 
ment and  construction  company  (EPC), 
business  recovery  was  immediate,  since 
the  group  was  well  positioned  to  take 
advantage  of  new  opportunities  in 
Mexico  and  abroad. 


In  fact,  the  Mexican  construction 
industry  was  down  53%  in  1995  and 
grew  only  11%  during  1996.  In  compar- 
ison, Bufete  Industrial's  net  revenues 
decreased  only  13%  in  1995,  to  be 
eclipsed  by  the  company's  47%  growth 
in  1996  —  this  represents  an  increase  of 
28%  versus  1994  and  was  one  of  the 
best  years  in  Bufete's  48-year  history. 

During  the  latter  half  of  1995, 
regained  confidence  in  Mexico  stimu- 
lated private  investment  by  both 
domestic  and  foreign  companies,  which 
used  the  devaluation  to  strengthen 
their  positions  in  the  country  while 
government  investments  diminished 
as  a  result  of  tight  fiscal  policies.  Not 
only  was  Bufete  successful  in  replacing 
the  drop  in  government  revenues  with 
private  sector  investments,  but  the 
company  also  diversified  its  market 
sector  and  geographic  revenue  sources, 
diminishing  its  reliance  on  a  small 
number  of  clients  in  a  specific  country 
and  market  sector. 


Bufete  has  consistently  used  its 
expertise  and  broad  client  base  to  adapt 
effectively  to  a  changing  industry  and 
environment.  Most  of  the  company's 
clients  were  from  the  private  sector 
during  the  '50s  and  '60s,  but  as  the 
public  sector  increased  its  presence 
in  the  country's  industrial  activity, 
Bufete  adapted  its  business  accordingly. 
Today,  as  the  private  sector  again 
plays  a  central  role  in  the  industrial 
development  of  Mexico,  Bufete 
Industrial  has  been  the  firm  of  choice 
for  companies  seeking  project  quality, 
safety  and  expediency. 

Similarly,  ongoing  globalization 
of  international  markets,  along  with 
Bufete's  leading  presence  in  the 
domestic  market,  requires  that  we 

continue  expanding  our 
international  activities.  The 
company's  association 
with  The  M.  W.  Kellogg 
Co.,  one  of  the  world's 
leading  EPC  firms  in 
the  hydrocarbon  sector, 
and  the  acquisition  of 
Empresa  de  Obras  y 
Montajes  Ovalle  Moore  in 
Chile,  attest  to  Bufete's 
global  scope. 

International  revenues 
in  1996  were  US$  77  mil- 
lion, approximately  14%  of  Bufete's 
consolidated  revenues.  The  group  is 
currently  working  on  projects  in  Chile, 
Argentina,  Peru,  the  Caribbean  and 
the  U.S.,  while  actively  seeking  new 
projects  in  Central  and  South  America, 
Europe  and  Asia.  Through  joint  ven- 
tures with  U.S.  construction  companies 
and  a  recently  established  subsidiary  in 
Atlanta,  Bufete  is  also  pursuing  projects 
in  Texas,  Arizona,  Florida  and  the  East 
Coast  in  the  industrial  plant,  urban 
and  infrastructure  market  sectors. 

The  company's  management  team 
is  well-respected  and  knowledgeable, 
averaging  27  years  of  industry  experi- 
ence, and  composed  of  more  than  1,800 
highly  qualified  engineers  —  by  far  the 
coimtry's  largest  workforce  in  the  field. 
Bufete's  focus  on  client  satisfaction  has 
driven  us  to  develop  state-of-the-art 
engineering  and  construction  capabili- 
ties. This  dedication  earned  Bufete  the 
distinction  of  becoming  the  first  EPC 
company  in  the  region  to  receive  the 


ISO  9001  Certification  award  in  1994. 

Today,  Bufete's  strategy  is  using 
our  competitive  advantage  to  provide 
fully  integrated  EPC  and  project  man- 
agement services.  The  company  aims  to 
consolidate  its  presence  in  the  engineer- 
ing and  construction  markets  and 
enhance  profitability.  Bufete  has 
already  begun  to  establish  an  area  of 
expertise  in  water  distribution,  sewage 
and  industrial  wastewater-treatment 
plants,  a  sector  that  has  strong  growth 
potential  in  Mexico. 

We  have  identified  over  220 
prospects  worth  more  than  US$  6.6 
billion  in  Mexico  and  abroad.  Some 
of  these  opportunities  resulted  from 
the  trend  toward  privatization  in 
petrochemicals,  natural  gas,  power, 
railroads,  toll  roads,  ports  and 
airports,  telecommunications  and 
water  treatment.  Through  this  process, 
the  government  will  be  able  to  allocate 
resources  for  the  construction  of  hydro- 
electric plants,  oil  exploration  and 
production  projects,  refineries  and 
infrastructure  projects. 

We  are  optimistic  about  Bufete's 
future.  Increased  private  sector  invest- 
ments, coupled  with  renewed  public 
sector  expenditures,  privatizations 
and  international  opportunities, 
should  ensure  revenue  growth.  We 
expect  the  final  effect  of  privatization 
in  Mexico  —  and  throughout  the 
region  —  to  be  felt  over  the  next 
several  years.  We  will  continue  striving 
to  be  the  firm  of  choice  for  growing 
companies  in  Mexico. 


BuFErt  Industrial 


Grupo  Blife^e  rndlistrial,  Latin' 
'—  America's  largest  and  most 
experienced  engineering,  ' 
f  ^jprocurement  and  constri/ction 
.    company.^^  / 

Iffilid  oneof'  the  njiost  respected 
"^Jffmes  iii  the  busir^ess  is  a  48-year 
^  track  record  of  oroviding  a 

omplete  arrav  6f  services  for  "turn 
y"  profectsj  Including  technology 
upply,  engineiering ,  procurement, 
constructii/n,  commissioning, 
start-up|Aid  maintenance  for  the 
constr^tion,  modernization  and 
^pSnsion  oT  inHustViaTanH  power 

neration  plants,  infrastructure 
[brofects,  urban  design  and 
d^istruction  and  environmental 
.fSrdjects. 

Bufete's  expertise  has  been 
demonstrated  time  and  again  on 
nearly  1 , 000  industrial  projects  in 
more.than  20  countries  for  about 
every,  type  of  industry  including  oil, 
chen]icai,  petrochemical,  power, 
steelj  mining,  metallurgical,  pulp  and 
paper,  food  and  beverage, 
pharmaceutical  and  manufacturing, 
as  well  as  urban  design  and 
cdhstruction,  infrastructure  and 
environmental  projects. 

Bufete  industrial  is  recognized 
worldwide  as  a  leading  firm 
providing  total  quality  engig§^ll!ig,_ 
procurement  anTconstruction 
--sefvices  to  clients  in  the  electric 
power  incftjstry. 

The  company's  roster  of  customers 
ads  like  an  industrial  "Who's 
ho"  of  the  world's  leading 
mpanies  and  includes  Exxon, 
mex,  Celanese,  Dupont,  Comision 
d^Vde  Electricidad,Westlake 
Isfiiers  Corp.,  Co?n.^roducts, 
t^naPlough.  Procter^  Gamble, 
ntpH^fClark,  General  Mb^tors,  .v 
ilr^MChrysler  to  mentior^but  a' 

1  ■ 

^ Augmenting  Bufete's  considerable 

E-'—igths  is  its  strategic  alliat)te 
M.W.  Kellogg  of  the  United 
es  and  its  recent  acauisftion  of 


/  bufete  industrialv  \ 

MORAS  850,  COL.  DEL  VALLE,  1 
,03100  MEXICO,  D.F.  ^ 
TELS.:  723  47  28  723  47  15  FAX:  723  47  31 1 


.aLcs  diiu  lis  rcLeiiL  dLifuisiiiun  ui 

one^o(South  America's,.leading 
construction^companies,  Empresa 
de  Obras  y  Montajes  Ovalle  Moore, 
of  Chile.These  relationships  create 
a  level  of  capabilities  and  resources 
unmatched  in  the  Americas. 


THE  MONEY  MEN 


Plugged  in 

Who  brokered  more  high-tech  mergers  last  year  than  Goldman,  Sachs, 
Morgan  Stanley  and  Salomon  Brothers  combined? 
New  Jersey's  Broadview  Associates. 


By  Josh  McHugh 

"Hang  on  a  minute,  they're 
around  here  somewhere."  From 
Broadview  Associates'  New  Jersey 
office,  you  can  make  out  the  shad- 
owy silhouette  of  Wall  Street's  tow- 
ers bulging  skyward  about  10  miles 
away.  The  boss,  Gilbert  Mintz,  is 
rummaging  through  an  old  creden- 
za.  "Yes!  Here  they  are,"  he  cackles, 
and  brandishes  a  pair  of  slide  rules. 

During  Broadview's  first  few 
years,  he  explains,  he  used  to  keep 
them  in  his  attache  case  during 
meetings  with  clients  such  as 
Safeguard  Scientifics.  When  it  came 
time  to  tio  some  involved  back-of- 
the-envelope  calculations,  Mintz 
would  whip  out  a  slide  rule. 

"It  looked  impressive,"  he  says. 
Mintz  and  his  colleagues  knew  that 
winning  the  respect  of  the  engineers 
in  those  early  computer  companies 
was  the  key  to  getting  their  business. 
"They  didn't  know  I  only  knew  how 
to  do  one  thing  with  it — percent- 
ages." 

From    its   founding    in  1973, 

'IVe  want  people  whose 
alternate  job  choice 
is  product  manager 
for  Microsoft." 


Broadview  eked  out  a  sohd  but  mod- 
est existence  by  finding  buyers  for 
technology  companies  that  were 
ready  to  sell  out  and  too  small  to 
attract  Wall  Street.  It  was  a  nice  busi- 
ness. In  1993  the  company  advised 
on  40  deals,  worth  about  $800  mil- 
lion total,  and  brought  in  $17  mil- 
lion in  fees. 

Suddenly  investors  fell  in  love  with 
technology  stocks.  With  high-tech 


companies  quoted  not  as  multiples 
of  earnings,  but  rather  as  multiples 
of  sales,  knowledge  of  technology 
became  a  valuable  attribute  for 
investment  bankers.  Broadview's 
business  took  off. 

Last  year  Broadview  advised  high- 
tech companies  in  89  mergers  and 
acquisitions.  Compare  that  with  36 
for  Goldman,  Sachs,  30  for  Morgan 
Stanley  and  15  for  Salomon 
Brothers,  according  to  Securities 
Data  Co.  Broadview's  deals  were 
worth  just  over  $5  billion,  and 
brought  in  something  like  $65  mil- 
lion in  fees. 

In  the  last  three  years,  the  compa- 
ny has  grown  from  80  people  to 
180,  which  rivals  the  size  of  any  of 
Wall  Street's  technology  merger  and 
acquisition  squads. 

More  than  half  of  Broadview's 
principals,  managing  directors  and 
partners  have  worked  for  high-tech 
companies. 

Gregory  Rossmann,  35,  is  one  of 
the  12  principals.  With  degrees  in 
electrical  engineering  and  computer 
engineering,  he  designed  digital  sig- 
nal processors  for  Advanced  Micro 
Devices  and  National  Semicon- 
ductor. Adding  an  M.B.A.  to  his  col- 
lection, he  went  on  to  found  and 
later  sell  Telemaster,  a  maker  of  wire- 
less communications  systems  for  PBX 
telephone  networks.  He  joined 
Broadview  in  1993,  turning  down 
job  offers  from  better-known  invest- 
ment banks. 

Rossmann  explains:  "Wall  Street 
didn't  have  a  sense  of  what  winning 
and  losing  in  the  trenches  of  opera- 
tions is  like.  Silicon  Valley  likes  oper- 
ations guys,  and  I'm  an  ops  guy.  We 
can  talk  to  the  chief  executive,  and 
he  doesn't  feel  like  he's  teaching  a 
remedial  course.  We  may  actually  tell 


Broadview  Associates' 

Gil  Mintz,  Charlie  Federman, 

Alec  Ellison,  Paul  Deninger  and 

Greg  Rossmann 

Snagging  deals  with 

the  techier-than-thou 

approach. 


him  something  that  he 
might  not  know." 

"We  want  people 
whose  alternate  job 
choice  is  product  manag- 
er for  Microsoft,"  says 
Charles  Federman,  40, 
Broadview's  chairman. 

"Our  guys  don't  always 
pick  up  Institutional 
Investor^''''  chimes  in  Chief 
Executive  Paul  Deninger, 
38.  "They'd  rather  read 
Byte  and  Infoweek.'''' 

Rossmann  recently 
found  CASE  Technology,  a 
small  engineering  compa- 
ny in  Denmark  that  had 
designed  a  fast  Ethernet 
switch,  used  by  corpora- 
tions upgrading  PC  net- 
works from  10  megabits 
per  second  to  100.  case,  W^^''^^ 
a  subsidiary  of  a  British 
electronics  company,  had 
sales  of  just  $12  million 
and  hadn't  sold  any  of  its 
new  switches  yet.  It  took  Rossmann 
only  eight  weeks  to  find  a  buyer. 
Intel  Corp.,  which  is  pushing  into 
networking  (Forbes,  Mar.  10),  paid 
$70  million    in  February  for  the 
company. 

Broadview's  dealmakers  will  tell 
you  that  their  kind  of  merging  has 
far  less  to  do  with  balance  sheets  and 
income  statements  than  with  under- 
standing technology  and  corporate 
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psyches.  If  a  few  key  engineers 
decide  they  don't  like  the  manage- 
ment of  the  company  that  just  paid 
eight  times  revenues  for  their  start- 
up, they  walk  out  the  door.  Even  a 
mildly  wrong  fit  in  a  merger  can 
destroy  a  quickly  growing  startup's 
momentum  or  bog  down  an  acquir- 
er while  it  tries  to  accommodate  the 
new  group. 

Despite  churning  out  dozens  of 


mergers  and  acquisitions  every  year, 
Broadview  still  hardly  registers  on 
Wall  Street's  radar.  The  reason: 
Broadview's  transactions  are  typical- 
ly one-tenth  the  size  of  the  high-tech 
deals  being  brokered  by  the  big 
investment  banks. 

By  handling  only  mergers  and 
acquisitions,  Broadview  misses  out 
on  the  cradle -to- grave  relationship 
enjoyed  by  the  fiiU-service  invest- 


ment banks.  That  is,  there  might  be 
a  lot  to  be  gained  by  doing  business 
with  an  investment  bank  that  may 
take  your  company  public  someday, 
or,  if  you're  already  a  public  compa- 
ny, whose  research  analysts  cover 
your  stock. 

Plus,  a  big  firm's  brand  name  on  a 
fairness  opinion  on  your  merger 
holds  more  weight  with  board  mem- 
bers and  shareholders  than  that  of  a 
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MONEY  &  INVESTMENTS 


THE  FUHDS 

Safety  first 

Susan  Byrne  learned  the  money  management  trade 
during  one  of  the  worst  market  crashes  in  modern 
history.  It  shows  in  her  investing  style. 


180-pcrson  upstart  from  Jersey. 

So  Broadview  misses  some  big 
deals.  In  3Com's  $7  billion  acquisi- 
tion of  U.S.  Robotics,  announced 
Feb.  26,  Morgan  Stanley  represent- 
ed Robotics,  Goldman,  Sachs  repre- 
sented 3Com,  and  Broadview  wasn't 
even  given  a  chance  to  pitch  its 
services. 

But  it  doesn't  miss  all  the  juicy 
ones.  In  early  September,  Softbank, 
the  Japanese  computer  magazine 
publisher  and  trade  show  operator, 
paid  $1.5  billion  for  80%  of  Kingston 
Technology,  a  memory-upgrade 
company.  During  the  ensuing  con- 
ference call,  puzzled  business 
reporters  tried  to  make  sense  of  this 
seemingly  out-of-the-blue  deal, 
asking  the  same  question  a  dozen 
different  ways:  What  the  heck  is  a 
publisher  doing  in  the  hardware 
business? 

Broadview's  Alec  Ellison,  who  had 
first  made  contact  with  Kingston 
founder  John  Tu  in  1 99 1,  tried 
gamely  to  explain  in  a  few  sound 
bites  what  he  had  spent  the  past  five 
years  figuring  out:  that  Kingston,  the 
world's  top  computer  memory 
upgrader,  was  much  more  a  service 
company  than  a  hardware  company. 
That  explanation  didn't  convince  all 
the  journalists,  but  it  hardly  mat- 
tered. Over  the  preceding  months, 
Ellison  had  made  such  a  strong  case 
for  the  deal  on  Kingston's  behalf 
that  Softbank  asked  Ellison  to  han- 
dle both  sides  of  the  transaction — in 
other  words,  to  represent  both  the 
buyer  and  the  seller. 

"It  was  unusual,  but  we  felt  com- 
fortable with  Broadview,"  says 
Ronald  Fisher,  Softbank's  head  of 
operations  in  the  U.S.  "They  really 
get  in  and  understand  the  industry, 
and  they're  comfortable  getting 
down  to  a  very  detailed  level  of 
analysis." 

That  odd  arrangement,  along  with 
the  sheer  size  of  the  transaction, 
Broadview's  biggest  yet,  no  doubt 
caused  more  than  a  few  of  die  invest- 
ment bankers  in  Manhattan  to 
scratch  their  heads  and  peer  north 
along  the  Hudson  River  toward  Fort 
Lee.  As  Broadview  managing  direc- 
tor Stephen  Bachmann,  35,  says, 
"Once  you  stick  a  few  pins  in  'em, 
they  know  who  you  are."  H 
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By  James  M.  Clash 

"When  someone  hands  me  their 
money,  the  first  thing  they  want  is  for 
me  to  make  them  a  lot  more,"  says 
money  manager  Susan  Byrne.  "The 
first  thing  I  want  to  do  is  not  lose  it." 

That  kind  of  message  may  sound 
stodgy,  dowdy  even,  with  the  Dow 
Jones  industrials  hovering  near  7000, 
but  it's  important  all  the  same:  The 
first  rule  of  investing  is  to  not  lose 
your  money.  Making  money  comes 
second.  If  you  don't  make  money, 
you're  still  in  the  game.  If  you  lose 
your  money,  you're  out. 

Byrne's  $65  million  no-load  West- 
wood  Equity  Fund  has  returned  an 
average  annual  15%  over  the  last  ten 
years.  That's  about  one  point  ahead 


of  the  s&P  500  index — nothing  spec- 
tacular. But  consider  this:  Byrne  has 
achieved  it  with  just  80%  of  the 
market's  risk.  Her  portfolio  is  heavily 
invested  in  low-multiple  industries 
such  as  oil  and  real  estate  investment 
trusts. 

Byrne's  experience  has  influenced 
her  investment  style.  She  knows  the 
value  of  a  buck.  As  a  23-year-old 
divorced  mother  with  a  3-year-old 
son,  she  dropped  out  of  Berkeley  in 
1970,  then  traveled  cross-country  to 
start  life  over  in  New  York  as  a  $175- 

Westwood  Chief  Executive  Susan  Byrne 
Secretary  turned  billioiHlollar 
money  manager. 


Evergreen  Keystone  Funds. 

Growth. 

It's  What  We're  All  Abouti 


Performance 


Class    A    Shares    Average    Annual    Total  Return 


1  year 


5  years 


10  years 


Life  of  Fund 


Evergreen 
Growth  and  ^  ,  ^  . 

IneomeFund**  17.64%    15.64%    l4.02%  13.75% 


10/15/86  - 12/31/96 


Keystone 
Fund  for 
Total  Return 


20.96%  12.19%    N/A  11.39% 


4/14/87  -  12/31/96 


History 

The  investment  advisers  to  the  Evergreen  Keystone  Funds  bring  investors  more 
^352       than  85  years  of  combined  investment  management  expertise  over  a  broad 
range  of  economic  and  market  cycles. 

Service 

As  recipients  of  two  quality  service  awards  from  Dalbar,  a 
leading  mutual  fund  service  evaluator,  our  commitment  to  our 
W!^^  shareholders  is  evident.  Discover  the  Evergreen  Keystone  quality 


service  difference  today. 


Oalbar  Key  Honors 
Commitment  To: 
Investors 


fnent  returns  and  principal  value  will  fluctuate,  so  that  investors'  shares, 
redeemed,  may  be  worth  more  or  less  than  the  original  cost.  The  perfor- 
;  numbers  provided  reflect  the  effect  of  the  4.75%  maximum  sales  charge. 
1/3/95,  Evergreen  Growth  and  Income  Fund  adopted  a  multi-class  distnbu- 
rangement  to  issue  additional  classes  of  shares,  designated  as  Class  A, 
B  and  Class  C.  The  Fund's  performance  for  its  Class  A  shares  (subject  to  a 
lum  front-end  sales  charge  of  4.75%),  its  Class  B  shares  (subject  to  a  maxi- 
contingent  deferred  sales  charge  of  5.00%)  and  its  Class  C  shares  (subject 
00%  contingent  deferred  sales  charge  within  the  first  year  of  purchase) 
;h  12/31/94  has  been  calculated  based  on  the  performance  of  the  existing 
d  (Class  Y)  shares  as  adjusted  for  any  front-end  or  back-end  sales  charges, 
lerformance  does  not  reflect  any  12b-l  fees,  and  if  reflected  the  returns 
be  lower  Performance  data  beginning  from  1/3/95  reflects  actual  perfor- 
3  for  the  applicable  class. 

Derformance  is  no  indication  of  future  results, 
ual  funds  are: 


Call  your  financial  adviser  or  call  the  number 
below  for  a  free  prospectus.  The  prospectus 
contains  more  complete  fund  information, 
including  all  charges  and  expenses.  Always 
read  it  carefully  before  investing. 

Call  1-800-343-1243,  ext.  103 

Evergreen  Keystone 
FUNDS 


T  FDIC-INSURED 


MAY  LOSE  VALUE 


NO  BANK  GUARANTEE 


Evergreen  Keystone  Distributor,  Inc.  2/97  http://www.evergreenfunds.com 


MORE     CHOICES     FOR  IRAS 


nouncing 
e  world's 
most  powerful 
and  exclusive 

forum  for 


chairman,  or  CEO  of  a  global  2000  company,  you're  invite 
to  join  your  peers  at  The  Next  Millennium,  the  1997  Forbes  CEO  Forum. 

Jack  Kemp,  Steve  Forbes,  Cap  Weinberger,  Peter  Drucker, 
hur  Martinez,  Michael  Dell,  and  many  others  will  be  there  to  welcome  you. 
For  more  information,  call  21 2-206-5521 . 


Fbrbes 


THE  CEO  FORUM 


Worldwide  Sponsors: 


AEROSPATIALE 


Amarican 
^irlines* 


CREDIT 
SUISSE 


FIRST 
BOSTON 


AT&TSolutions 


MERCER 

Managemettt  Consultim^ 


C  A  I  A 
uunm  HiMtnn  nnmir  uiHa 


CRG 


CCMPENSATION  RESOURCE  GROUP.  I> 


UNISYS 


where/when 


The  Forbes  CEO  Forum 
June  25-27,1997 
Los  Angeles 

The  Four  Seasons  Hotel,  and 
The  Anderson  School  at  UCLA 

who  you^ll  meet 


You'll  attend  keynote  speeches  by  Jack  Kemp  and  Steve  Forbes.  You'll  hear 
Cap  Weinberger  on  Geopolitics,  Peter  Drucker  on  the  New  CEO  Paradigm, 
Arthur  Martinez  on  Listening  to  the  Consumer,  Albert  Dunlap  on  Corporate 
Governance,  Bob  Allen  on  Weathering  Change,  and  more.  You'll  also  network 
with  scores  of  CEOs  from  Forbes  500  domestic  and  international  companies. 


Jack  Kemp 

1996  Republican 
Vice  Presidential 
Candidate 


Peter  F.  Drucker 

Clarke  Professor  of 

Social  Science  &  Management 

Claremont  Graduate  School 


Arthur  C.  Martinez 

Chairman  &  CEO 
Sears,  Roebuck  &  Co. 


Michael  S.  Dell 

Chairman  &  CEO 

Dell  Computer  Corporation 


lennium 


what  you^ll  leam 


How  emerging  markets  measure  up  when  ranked  by  political  stability 

How  the  EMU  will  affect  European  competitiveness  and  the  relationship 
between  trading  blocs 

How  to  protect  trade  and  intellectual  property  when  going  global 

How  to  master  the  value  chain  by  leveraging  emerging  markets 

M&A  -  How  to  make  synergies  work  after  the  deal  closes 

How  to  keep  your  company  relevant  in  an  era  of  rapid  technological 
advancement  and  change 

Crisis  Management;  How  to  make  the  right  call 

Strategies  for  maintaining  management/labor  peace 

Corporate  America's  role  in  righting  past  wrongs  and  maintaining  core 
social  values. 

How  to  use  technology  to  get  closer  to  your  customers 

how  to  get  more  info  

Call:  212-206-5521  Fax:212-206-5158  e-mail:  ceotorum@forbes.com 
Website:  www.forbes.com/cont/ 


Albert  J.  Dunlap 

Chairman  &  CEO 
Sunbeam  Corporation 


Steve  Forbes 

President  CEO. 
Forbes.  Inc.:  Editor-in-Chief 
FORBES  Magazine 


MUNtY  &  mVtSIMtlilS 


THE  FUNDS 

a- week  secretary  at  a  brokerage. 

Within  two  years,  she  was  editing 
research  reports  at  William  D.  Witter, 
Inc.,  an  equity  firm  later  acquired  by 
Drexel  Burnham  Lambert. 

Byrne's  second  lesson  in  value:  a 
market  crash.  In  a  bit  less  than  two 
years,  ending  in  late  1974,  the  Dow 
lost  40%  of  its  value.  Every  stock  got 
hit  hard,  but  glamour  and  growth 
stocks  like  Walt  Disney  and  Polaroid 
got  hit  the  hardest.  "I  saw  brilliant 
analysts — people  1  worked  with  like 
Mario  Gabclli  and  Elizabeth 
Bramwell — working  day  and  night, 
and  still  losing  tons  of  money,"  she 
winces.  "I'll  never  forget  it.  I  learned 
that  the  market  can  go  down  as  fast 
as  it  goes  up."  That  learning  stayed 
with  Byrne,  first  as  an  analyst  at 
Witter,  later  as  a  pension  fiind  man- 
ager at  Bankers  Trust  and  GAF  Corp. 

In  1983,  frustrated  that  she  would 
never  make  investment  partner  the 
traditional  way,  Byrne  opened  her 
own  money  management  firm.  West- 
wood  Management  Corp.,  with  $35 
million  in  pension  money  from  GAF. 
"I  didn't  have  my  ducks  lined  up — I 
was  a  woman  in  a  male  industry,  with 
no  Eastern  school,  no  M.B.A.,"  she 
says.  "Opening  my  own  shop  was  the 
only  path  for  me  then.  Had  there 
been  an  easier  way,  I'd  have  taken  it." 

Now  50,  and  with  offices  in  New 
York  and  Dallas,  Byrne  manages  $1.1 
billion,  mostly  in  pension  accounts, 
with  an  emphasis  on  big  companies 
in  industries  where  she  thinks  the 
investor  consensus  is  too  pessimistic. 
These  tend  to  be  out-of-favor  sectors 
like  oil  and  telephone  utilities. 

Having  picked  her  sectors,  she 
selects  companies  with  these  charac- 
teristics: low  debt/equity  level,  low 
price/cash  flow  (cash  flow  here 
meaning  earnings  plus  depreciation), 
low  price/earnings  and  a  likely  posi- 
tive earnings  surprise  in  the  offing. 
She  likes  the  energy  sector  because 
she  thinks  the  $19.50-per-barrel  oil 
price  assumption  built  into  earnings 
forecasts  is  about  $2.50  too  low. 
Applying  the  $2.50  premium  to 
Pennzoil,  she  estimates  1997  earn- 
ings of  $4  a  share.  The  company 
trades  at  a  mere  13  times  that  sum. 
Comparable  ratio  for  the  stock 
market  as  a  whole:  18.  Her  fund  also 
has  big  positions  in  Mobil  Oil,  Baker 


Hughes  and  Texaco. 

Byrne  likes  telephone  utilities 
because  she  thinks  Wall  Street  is 
overly  fearflil  of  coming  price  com- 
petition and  too  cautious  about  what 
wireless  and  Internet  communica- 
tions will  do  to  build  traffic.  Phone 
stocks,  by  almost  any  measure,  are 
cheap.  SBC  and  GTE  are  trading  at  less 
than  14  times  Byrne's  1997  earnings. 

Byrne  also  likes  aluminum — Alcoa, 
the  low-cost  producer,  in  particular. 
She  says  Wall  Street  is  handicapping 
the  stock  as  a  typical  domestic  cycli- 
cal, even  though  Alcoa  sells  nearly 
half  of  its  products  overseas.  She's 


expecting  1997  earnings  of  $6,  versus 
a  consensus  estimate  of  $5.16. 

Byrne  is  no  fan  of  high-flying  tech- 
nology growth  stocks,  but  she  did 
buy  IBM  four  years  ago  when  it  was 
going  for  around  four  times  her 
expectation  of  its  1994  cash  flow.  So 
what  if  revenues  were  weak;  the  bal- 
ance sheet  was  strong.  IBM  has  since 
tripled,  but  she  still  likes  it — at  140, 
it's  six  times  her  expectation  of  cash 
flow  for  1997. 

What  happened  to  the  3-year-old, 
whom  Byrne  raised  alone.*  Now  30, 
he  works  in  asset  management.  He 
doesn't  have  an  M.B.A.  either.  Hi 


Prisoners 
of  poor 

perfoirmance 

The  venerable  Tri-Continental  Fund  nets  a  fistful  of 
dollars.  Not,  alas,  for  the  shareholders. 


By  Thomas  Easton 

Business  plan  for  a  service  business 
with  a  mediocre  product:  Lock  your 
customers  in.  Forbid  them  to  depart 
unless  they  find  others  to  take  their 
place.  Second,  raise  your  prices. 


Third,  order  your  customers,  at  gun- 
point, to  give  you  more  business. 

J.  &  W.  Seligman  &  Co.,  an  old- 
line  Wall  Street  firm,  would  no  doubt 
disagree  with  the  phrasing,  but  this  is 
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>mart  ideas  for  your  future 


Putting  too  much  into 
taxes  and  not  enough 
into  retiiement? 

Prudentials  Discovety  Select^'^  Variable  Annuity  can  help 

You  just  wrote  a  big  check  to  pay  last  year's  tax  bill.  You've  also  funded  your  IRA  and  you're 
contributing  the  maximum  to  your  401(k).  Now,  let  Prudential's  Discovery  Select  Variable 
Annuity'  show  you  how  you  can  save  on  taxes  while  you  save  more  for  your  retirement. 


Enjoy  these 
key  benefits 
with  Discovery 
Select: 
• 

Solutions  to  lit 
your  needs. 

Take  advantage  of  our 
asset  allocotion  program 
to  choose  among  21 
investment  options 
suited  to  your  needs.* 
• 

Guaranteed  protection 
for  your  beneficiaries. 

You  get  o  death  benefit, 
backed  by  Pruco  Life 
Insurance  Company, 
that  guarantees  at  least 

your  total  payments 
(minus  any  withdrawals 
you  make).' 
• 

Tracking  your 
assets  is  easy. 

Each  quarter,  you 
receive  a  comprehensive, 
easy-to-read  statement 

showing  how  your 
investments  performed. 


Discovery  Select  can  help  you 
close  your  "retirement  gap." 

Your  "retirement  gap"  is  the  difference  between 
what  you're  saving  now  and  what  you'll  need 
in  retirement.  And  it's  where  Discovery  Select 
can  help.  The 
combination  of  tax 
deferral  and  no 
annual  contribution 
limits  can  help  you 
save  more  for 
retirement — and 
more  efficiently, 
too. 

Save  on  next 
year's  taxes. 

Instead  of  paying 
taxes  year  after 
year  on  the  money 
you're  putting 
away,  Discovery  Select  lets  your  earnings  grow 
tax-deferred  untU  you  withdraw  them — ^which 
can  help  you  build  wealth  faster. 


3  CORNERSTONES 

of  a  solid  retirement  foundation 

/I 

/ 

MmBBBmSlmLL^ 

Annuity:  1 

Once  you  reach  the  annu 
IRA  or  401  (k),  an  annuity 
way  to  put  even  more  tc 



^0  $  limit 

]|  contribution  limits  of  on 
[an  be  an  eosy  and  effective 
x-deferred  money  aside. 

Prudential 
AIM  Advisors 
Janus 
MFS 
OpCap  Advisors 
T.  Rowe  Price 
Warburg  Pincus 


Witli  Discovery  Select, 
you'll  be  able  to  choose 
among  well-known 
mutuol  funds  from 
world-class  fund  families. 


Invest  confidently. 

Each  of  Discovery  Select's 
variable  investment  options  is 
managed  by  Prudential  or  one 
of  six  other  well-respected 
money  managers. 

Personalized 
sales  and 
service. 

To  find  out  how  the 
Discovery  Select 
Variable  Annuity  can 
help  fill  the  missing  piece  in  your 
retirement  puzzle,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor 
Ask  for  a  prospectus  detailing  risks, 
charges  and  expenses.  Please  read  the 
prospectus  carefiilly  before  you  invest  or 
send  money 

TOLL  FREE 

1-800-778-6363 

www.prudential.com 

Prudential 

Investments 


ike  most  insurance  policies  and  annuity  contracts,  Prudential  policies  and  annuity  contracts  contain  exclusions,  limitations,  reductions  of 
enefits  and  terms  for  keeping  them  in  force.  Your  Prudential  representative  can  provide  you  v^itfi  costs  and  complete  details. 

Discovery  Select"  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company,  except  in  New  York  State  where  the  issuer  of  the  annuity  and  the  guarantor 
f  the  death  benefit  is  Pruco  Life  Insurance  Company  of  New  Jersey  Discovery  Selecf"  is  offered  through  Pruco  Securities  Corporation  and  Prudential 
ecurities.  All  are  subsidiaries  of  The  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Newark,  NJ  071 02-3777.  *20  investment  options  avail- 
ble  in  MD,  OR  and  WA.  Withdrawals  from  this  tax-deferred  investment  may  be  subject  to  a  1 0%  penalty  tax  if  withdrawn  before  age  59''j.  Discovery 
eled^"  is  a  sen/ice  mark  of  Prudential.  Prudential  Investments^"  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients. 


MUNIlY  &  INVtSIMtNIS 


THE  FUNDS 

a  pretty  fair  characterization  of  the 
way  it  runs  tlie  Tri- Continental  Fund, 
the  largest  and  one  of  the  oldest 
closed-end  stock  fiinds. 

Tri-Continental's  results  have,  in 
fact,  been  a  bit  worse  than  mediocre. 
Over  15  years  its  portfolio  has  aver- 
aged a  return  of  16.5%,  a  point  less 
than  what  you  could  have  earned  on 
a  brainless  stock  index  fund. 

Customers  are  locked  in  because 
that's  the  way  closed-end  flinds  work. 
The  sponsor  does  not  redeem  shares, 
as  would  the  sponsor  in  an  open-end 
fund  like  Magellan.  So  if  you  have 
Tri-Con  shares  and  you  want  out, 
you  have  to  auction  them  on  the 
New  York  Stock  Exchange.  Given  the 
weak  results  at  the  ftind,  it  is  no  sur- 
prise that  you  can't  get  fiill  value  for 
them.  They  trade  at  an  18%  discount 
to  their  net  asset  value. 

For  its  unsuccessfial  efforts  to  beat 
the  market,  Seligman  is  well  paid. 
The  percentage  portfolio  manage- 
ment fee,  which  was  jacked  up  in 
1991,  yielded  $11  million  last  year. 
Seligman  hauls  in  another  $3.2  mil- 
lion a  year  for  "account  services." 

How  about  forcing  customers  to 
hand  over  still  more  assets?  That's  a 
good  one — perfectly  legal  in  the 
closed-end  fund  business.  The  spon- 
sor has  a  rights  offering.  Under  it, 
existing  shareholders  are  awarded  the 
right  to  buy  a  certain  number  of  new 
shares  at  a  discount.  They  don't  have 
to  participate,  but  if  they  don't,  their 
position  is  diluted.  So  they  do.  The 
sponsor  gets  more  assets  to  manage. 
That  raises  its  fee,  which  is  calculated 


The  leverage  is  almost 
gone.  Now  the  blah 
portfolio  management 
shows  through. 

as  a  percentage  of  the  portfolio. 

Seligman  pushed  through  a  $192 
million  rights  offering  in  1992.  When 
the  terms  were  announced,  Tri-Con 
shares  were  trading  above  $28,  about 
equal  to  their  net  asset  value.  The 
rights  entitled  a  holder  of  seven 
shares  to  buy  one  more  at  $21,  a  25% 
discount  to  net  asset  value. 

Seligman's  stated  reason  for  the 
dilution:  Give  investors  an  opportu- 
nity to  buy  extra  shares  at  a  "favor- 
able" price,  and  enable  the  portfolio 
manager  to  pursue  new  investment 
opportunities. 

Thanks.  Real  impact  to  sharehold- 
ers: $l-a-share  dilution  to  net  asset 
value.  Impact  to  Seligman:  an  added 
$840,000  a  year  in  advisory  fees. 

The  $3  billion  Tri -Continental  has 
come  a  long  way  from  its  initial 
underwriting  in  1929,  just  after  the 
October  crash.  Tri-Con's  initial  capi- 
tal structure  called  for  an  equal 
weighting  in  common  and  preferred 
stock.  In  effect  the  common  holders 
were  buying  stocks  on  50%  margin. 
During  the  Depression  that  leverage 
nearly  forced  the  fund  into  liquida- 
tion. In  the  following  boom  it 
worked  the  other  way. 

In  the  sustained  bull  market  that 
began  with  the  U.S.  entry  into 
WWII,  returns  have  averaged  a  stun- 


ning 23%  a  year.  But  don't  be  too 
impressed  with  this  number.  It  was 
achieved  not  with  brilliant  stock 
selection  but  with  leverage.  Put 
together  the  disastrous  early  years 
with  the  powerful  gains  during  and 
just  after  the  war,  and  you  have  a 
long-term  return  that  probably  does 
not  even  come  close  to  keeping  up 
with  the  Standard  &  Poor's  500 
index.  We  can't  say  for  sure  because 
the  fund  is  missing  some  financial 
data  from  the  early  1930s. 

The  growth  in  the  portfolio,  com- 
bined with  some  buying  in  of  the 
preferred,  has  all  but  eUminated  the 
leverage.  Now  the  blah  portfolio 
management  shows  through.  It  is 
easy  to  see  that  Seligman  doesn't  give 
Tri-Con  shareholders  much  of  a  run 
for  those  management  fees. 

What  does  management  have  to 
say  for  itself}  Not  much.  "Our  share- 
holders don't  want  us  to  shoot  out 
the  lights,"  alibis  Charles  C.  Smith 
Jr.,  40,  who's  been  running  the  fund 
since  1995.  He  explains  that  he  has 
been  trying  to  mirror  the  s&P  500 
industry  weightings,  with  a  value  tilt 
toward  slightly  lower  p/e  ratios. 

In  practice  that  means  favoring 
Pepsi  to  Coke,  Colgate  to  Procter  & 
Gamble.  Result:  just  enough  stock 
picking  to  underperform. 

The  18%  discount  makes  Tri-Con- 
tinental  look  like  a  bargain.  It  would 
be  if  shareholders  had  the  gumption 
to  revolt  and  either  open-end  the 
ftind  or  replace  the  lousy  investment 
management  with  something  better. 
We  wouldn't  hold  our  breath.  H 
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ITH  OUR  POLICYHOLDERS  WE  ARE  ENGAGED  IN  A  GREAT  MUTUAL  ENTERPRISE   IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  PREVENT  CRIPPLING  INIURIES  AND  DEATH  BY  REMOVING  THE  CAUSES  OF  HOME,  HIGHWAY  AND  WORK  ACCIDENTS  IT 


Louisa  has  never  taken  a  spill  on  the  job  because  of  the  safety  precautions  her 
employer  learned  from  Liberty  Mutual.  At  our  research  center  we  study  the  connection 
between  shoes,  floor  surfaces  and  slippery  hazards  like  water  and  grease.  By  investigating 
your  safety  concerns  we  can  recommend  a  plan  that  can  help  lower  your  workers 
compensation  costs,  and  ensure  that  Louisa  lives  a  safer,  more  secure  life. 
5^    There,)  more  informal wn  we  t)  like  to  jhare.  So  plea,ie  call  John  Ryan  J^J^^-^Ty^ 

MUTUAL 

at  (617) 57-} -58-12  or  vunt  our  weluite  at  http://wu'u:lil>ertymiittial.coin     ^^^e  jreedorn  of  J^'hev^^ 


MJaOOV  KHOM  GNV  AVMHOIH  3WOH  JO  S3SnvD  3HI  ONIAOWjy  \t  HIVJG  QNV  S3iynlNI  ONMddiyD  iN3A3yj  Ol  S)H3S  il  3SnV33«  iVJ^IO  SI  II  3SIMdll3iN3  IVlUfm  iV3HD  V  Nl  a30VDN3  IMV  3M  !iy3aiOHADnod  Mno  HlIMd' 


COMPUTERIZE!!  INUESTING 


Screen  test 

You  want  to  screen  for  stocks,  but  you  don't  want  to 
pay  $595  for  the  privilege.  The  Internet  offers  some 
cheap  solutions. 


By  Damon  Darlin 

Not  much  more  than  a  decade  ago, 
investors  who  wanted  to  screen  for 
stocks  had  Httle  choice  but  to  buy 
rights  to  the  Compustat  database 
marketed  by  McGraw-Hill's  Standard 
&  Poor's  Compustat.  With  this  data- 
base they  could  create  a  shopping  list 
ot"  companies  meeting  certain  crite- 
ria— such  as  a  high  earnings  growth 
rate  or  a  low  price/book  ratio.  Only 
big-time  investors  could  afford  the 
access.  It  cost  some  $50,000  a  year. 

Nowadays  you  can  turn 
to  much  cheaper,  if  some- 
what less  extensive,  data- 
bases. Value  Line  has  a 
pretty  good  one  that  costs 
only  $595  a  year. 

Still  too  much  for  your 
budget.^  Try  the  Web.  You 
can  do  some  surprisingly 
sophisticated  computer 
searches  there,  free. 

Start  by  checking  out 
the  Standard  &  Poor's  site 
at  www.stockinfo. standard 
poor.com.  There,  for 
$7.95  a  month,  you  can 
buy  the  rights  to  run  up  to 
six  screens  a  week.  But  you 
don't  even  have  to  spend 
that  sum.  Instead,  browse  through 
the  site's  free  postings,  which  include 
30  prefab  stock  lists,  such  as  stocks 
selling  at  a  discount  to  book  value  or 
rapid  growth  stocks.  Your  purpose 
here  is  merely  to  get  some  ideas. 

Now  take  your  selection  criteria  to 
the  InvestorNet  Web  site  at  m-ww. 
researchmag.com/default.htm. 
Entrance  fee?  None — although,  as  at 
many  financial  sites,  you'll  have  to 
register.  Then  head  to  the  Screens 
page  at  ww\v.researchmag.com/cgi- 
apps/basmodel.exe.  There  you  can 
search  a  database  of  9,000  stocks  on 
any  of  19  criteria  (or  any  combina- 
tion of  them).  InvestorNet,  owned 


by  Research  Holdings  Ltd.,  offers  a 
souped-up  service  called  BrokerNet, 
which  offers  more  tools  and  links  to 
Standard  &  Poor's.  You  will  proba- 
bly find  that  the  free  InvestorNet 
offerings  are  good  enough  for  your 
purposes. 

Example:  We  checked  for  smallish 
fallen  angels  this  way — by  whether  a 
stock's  market  capitalization  is 
between  $150  million  and  $3  billion; 
whether  analysts  on  average  rate  the 


stock  as  a  sell  or  a  hold;  if  the  stock  is 
trading  within  20%  of  its  52-week 
low;  whether  the  stock's  past  growth 
rate  in  percentage  points  is  at  least 
two  times  the  p/e  ratio.  Seven  sec- 
onds later  a  list  of  20  came  back, 
including  Royal  Caribbean  Cruises, 
Hanson  Pic,  Discount  Auto  Parts 
and  Freeport-McMoRan. 

Fallen  angels^  The  computer 
told  us  to  look  at  Royal 
Canbbean,  Hanson  and 
Discount  Auto  Parts. 


Mind  you,  this  sort  of  exercise 
doesn't  give  you  a  portfolio  to  buy.  It 
gives  you  a  list  of  stocks  to  look  at.  In 
each  case  you  have  to  find  out  why 
the  stock  is  down.  InvestorNet  helps 
by  putting  links  right  on  the  screen  to 
news,  charts  and  analyses  of  the 
stocks  it  lists  for  you. 

A  quick  stop  at  www.stocksmart. 
com  and  www.networth.galt.com  will 
give  you  charts,  links  to  Securities  & 
Exchange  Commission  filings  and 
even  recent  press  releases  on  any  of 
several  thousand  companies  whose 
names  you  type  in.  Stock  Smart  is  run 
by  a  privately  held  firm  in  Dallas  that 
wants  to  provide  the  decision  making 
tools  previously  available  only  to  big- 
time  investors.  Networth,  an  Internet 
site  founded  in  1993,  was  acquired  in 
late  1995  by  Intuit,  which  uses  it  as  a 
way  to  promote  Intuit  personal 
finance  software.  Both  Stock  Smart 
and  Networth  are  free. 

Here's  another  low- 
budget  option.  Subscribe 
to  one  month  of  the  excel- 
lent on-line  service  offered 
by  Telescan,  a  publicly 
traded  company  out  of 
Houston.  That  will  cost 
you  $20,  but  you  can  cram 
a  lot  of  screens  into  that 
month:  www.tscn.com/ 
wsc/stock_search.html. 
We  tried  out  a  screen  for 
out-of-favor  stocks:  those 
with  low  ratios  of  price-to- 
earnings,  cash  flow,  book 
value  and  sales.  The  50 
retrieved  stocks  included 
Northwest  Airlines,  Varlen 
and  Niagara  Mohawk 
Power.  A  search  using  high  projected 
earnings  gro\\th  matched  with  a  low 
forward  p/e  ratio  presented  such 
stocks  as  Dime  Financial,  Coastcast 
and  GT  Bicycles. 

Telescan  is  particularly  attractive  to 
investors  who  follow  the  cult  of  tech- 
nical analysis,  in  which  past  move- 
ments in  a  stock's  price  matter  more 
than  earnings  or  balance  sheets.  You 
can  pick  from  276  criteria  such  as  a 
"30-day  moving  average  breakout," 
"Chaikin  Oscillator"  or  "deviation 
from  a  trend  line."  Confused.^  The 
site  thoughtftiUy  gives  you  definitions 
of  all  the  search  terms  and  even  offers 
search  strategies.  H 
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How  Many  People  Are  Working  For  You 
j^To  Find  People  To  Work  For  You? 


In  today's  business  world, 
companies  like  yours  know  they 
have  to  concentrate  on  their  core 
competency  to  be  competitive. 
That's  where  MRI  comes  in. 
We're  your  search  and  recruitment 
outsoiu-cing  partner. 

Management  Recruiters 
International,  bic,  is  an  extension 
of  your  human  resources  recruiting 
function.  Your  Management 
Recruiters  or  Sales  Consultants 


office  will  put  together  a  project 
team  of  professionals  who  do 
what  they  do  best  so  you  can  do 
what  you  do  best. 

Vou  know  how  to  market 
your  product;  we  know  how  to 
find  the  sales  talent  to  implement 
your  marketing  plan. 

You've  developed  successful 
production  processes;  we've 
developed  the  systems  to  staff  them. 

You  have  the  technology  to 


propel  your  business  into  the 
next  century;  we  have  access  to 
the  people  you  need  at  the  helm. 

Whether  you  need  one  person 
to  fill  a  key  slot  on  yoiu-  management 
team  or  dozens  of  professionals 
to  staff  an  entire  division,  MRI 
can  assemble  the  resources  to  get 
the  job  done. 

For  the  complete  list  of  our 
offices  and  industry  specialists, 
caU  800-875-4000. 


Sales  Consultants 

Management 
Recruiters 

CompuSearch 

OfficeMatesS 


Intelligent  Staffing  Solutions. 


www.nirinct.rom 


MOHEY  &  nWESTMENTS 


INTERNATIONAL  ^NUESTING 


Opportunity 

Chile  has  the  strongest  economy  in  Latin 
America,  but  you'd  never  know  it  from 
the  stock  market.  Do  bargains  lurk? 


By  John  H.  Christy 

Chile's  is  easily  the  strongest  econo- 
my in  Latin  America.  Last  year  the 
country's  gross  domestic  product  grew 
7%  in  real  terms,  and  the  booming  cap- 
ital city  of  Santiago  is  fast  spreading  up 
into  tlie  surrounding  hills. 

And  guess  what?  The  Chilean 
stock  market  has  been  lousy.  Stock 
prices  fell  8%  last  year  and  put  on 
only  an  anemic  rally  in  the  first  quar- 
ter of  ]  997.  In  all,  Chilean  stocks  are 
off  23%  from  their  record  highs  of 
mid- 1995. 

The  Morgan  Stanley  Capital 
International  Chile  index  sells  for  16 
times  trailing  earnings  and  offers  a 
3.8%  dividend  yield,  nearly  twice 
that  of  the  Dow  Jones  industrials.  In 
contrast,  Morgan  Stanley's  eafe 
index  of  European  and  Asian  stocks 
is  priced  at  26  times  trailing  earnings 
and  holds  a  2.1%  yield. 

Part  of  the  problem  is  that  the 
government  discourages  foreign 
portfolio  investment  by  requiring 
30%  of  invested  fiands  to  be  held  at 
the  central  baiik  without  interest. 
Sluggish  corporate  profits  are  also 


to  blame. 

However,  the 
Chilean  economy 
remains  strong, 
and  the  stock 
market  seems  to 
have  simply  gone 
through  a  breath- 
ing spell  in  the 
incredible  bull 
market  that  took 

the  Chilean  IGPA  index  from  110  in 
1985  to  a  recent  5294. 

Pablo  Salcedo,  an  analyst  with  ING 
Barings  in  Santiago,  predicts  Chilean 
corporate  earnings  should  climb 
13.3%  in  1997  and  another  16.6% 
next  year.  Among  his  recommenda- 
tions: CTC,  the  national  phone  com- 
pany, and  Vina  Concha  y  Toro,  a 
winemaker. 

At  a  recent  ADR  price  of  271^, 
Concha  y  Toro  (Forbes,  Dec.  19, 
1994)  is  expanding  production  into 
Argentina,  and  its  brands  are  finding 
broad  acceptance  in  the  U.S.  and 
Europe.  Salcedo  thinks  its  earnings 
can  grow  at  20%  annually  for  a  while. 


Concha  y  Toro  is  an  example  of 
Chilean  businesspeople  using  their 
capital  and  know-how  to  expand 
into  neighboring  countries. 

Despite  government  restrictions 
on  portfolio  investments,  Chile  is 
easily  accessible  to  U.S.  investors. 
The  New  York  Stock  Exchange  lists 
American  Depositary  Receipts  for  1 7 
Chilean  firms,  and  several  other 
Chilean  ADRs  trade  over-the-counter. 
The  closed-end  Chile  Fund,  reflect- 
ing the  recent  weakness  in  Chilean 
stocks,  currendy  sells  at  a  15%  dis- 
count to  its  portfolio  value. 

The  Santiago  Stock  Exchange 
Web  site  is  www.bolsantiago.cl.  H 


Santiago  speculations 


Company/business                     '.  ■ 

Decent 
price 

-—Earnings  per  ADR— 
latest  1997 
12  mos  est 

 P/E- 

latest 
12  mos 

1997 
est 

Price 
to 

cash  flow 

Price 
to 

book  value 

Yield  A 

. 

AFP  Provida/financial  services 

20/8 

$L59 

$1.83 

13.1 

11.4 

NM 

2.8 

5.8% 

$372 

Chilgener/eiectric  utility 

26% 

1.62 

1.78 

16.3 

14.8 

11.5 

1.5 

4.4 

1,574 

Cristalerias/glass 

21/8 

1.14 

1.48 

18.5 

14.3 

11.7 

1.5 

2.2 

448 

CTC/telecommunications 

2914 

1.54 

1.68 

19.2 

17.6 

10.2 

3.2 

2.2  6,060 

Enersis/electric  utility 

31'^ 

2.19 

2.08 

14.5 

15.3 

6.8 

2.8 

3.8  4,090 

Santa  Isabel/supermarkets 

25'/ 

1.12 

1.53 

22.5 

16.5 

16.8 

3.0 

0.9 

585 

Sociedad  Quimica  y  Minera/chemicals 

2.57 

3.54 

22.5 

16.3 

15.4 

2.0 

1.4 

1,317 

Vina  Concha  yToro/alcoholic  beverages 

28% 

0.95 

1.31 

30.3 

21.9 

23.4 

2.8 

1.7 

391 

Prices  as  of  Mar.  27.  Ail  cornpanies  l®|WSE-listed  ADRs.  NM:  Not  meaningful. 

Sources:  Bank  of  New  York;  Bloomberg^aHaal  Markets;  IBES  International  and  Morgan  Stanley  Capital  International  via  OneSource  Information  Senices;  ING  Barings. 


These  companies  will  look  chsap  in  hindsight  if  they  can  keep  up  with  Chile's  roaring  economy. 
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As  tax  laws  cut  deeper  into  the  level  of  benefits  that  can  he 
provided  to  highly  compensated  executives  under  qualified 
retirement  plans,  the  prevalence  of  nonqualified  retirement 
arrangements  is  increasing. 

Now  companies  can  fill  the  void  created  by  goi/ernment 
limitations  through  the  adoption  of  a  nonqualified 
deferred  compensation  plan. 


Maximizing  Tax  Deferral 
Through  the  Use  of 
Nonqualified  Plans 


The  design  of  the  plan  may  include: 

•  Full  benefit  security 

•  Ability  to  defer  salary,  bonus  and  stock  option  gains 

•  Above  market  interest  rates 

•  Flexible  payout  options  to  meet  short-term 
or  retirement  needs 

Call 

(800)405^911 

to  obtain  a  free  copy  of  the  Ten  Tilings  Yon 
Should  Know  When  Designing  a  Nonqualified 
Deferred  Compensation  Plan"  or  to  order  a  copy 
ofCRG's  1996/1997  'Executive  Benefits  Survey 
of  Current  Trends' 

CRG' 

Compensation  Resource  Group,  Inc.' 

Pasadena  Headquarters 
Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Phoenix  • 
San  Francisco  •  Seattle  •  Washington,  D.C. 
Internet:  http:/ /vi'ww.crgvi'orid.coin 


Things 
JfO"  Should 
Know  When 

Jompensat/0,1 
i^ian-  (Nqoq 


MDNtY  &  INtf^STMENTS 


INTERNATIONAL  INVESTING 


Gamal  Abdel 
Nasser 

Egypt's  stock  market  is  booming.  Some  smart 
money  is  betting  that  tlie  boom  has  legs. 

By  Juliette  Rossant 


Egypt  is  hot — we're  talking  about 
stocks,  not  climate.  Last  year  the 
Cairo  Stock  Exchange  index  climbeci 
40%  in  dollar  terms;  so  far  in  1997  it 
has  jumped  another  38%,  even  after 
factoring  in  some  recent  weakness. 

This  appreciation  is  from  such  a 
low  base  that  Egypt,  with  a  popula- 
tion of  63  million,  is  still  one  of  the 
world's  cheapest  emerging  markets. 
It  sells  for  14  times  earnings  and 
yields  5%,  according  to  Nicholas 
Horsley,  portfolio  comanager  for  tlie 
Emerging  Markets  Fund  at  War- 
burg, Pincus  Counsellors,  Inc. 
Emerging  markets  in  Asia  and  Latin 
America  tend  to  trade  at  much 
higher  multiples. 

Even  at  current  prices  Egypt's  600 
publicly  traded  companies  are  worth 
only  $17  billion  in  the  aggregate — 
one  of  the  world's  lowest  ratios  of 
market  capitalization  to  population. 
Warren  Buffett  could  purchase  the 
whole  lot. 

Egypt's  politicians  are  finally  get- 
ting serious  about  unshackling  the 
country's  economy  from  its  socialist 
past.  Almost  every  Egyptian  compa- 
ny of  any  size  was  seized  by  Gamal 
Abdel  Nasser  in  1961.  For  the  next 
three  decades  the  Cairo  Stock 
Exchange's  trading  floor  literally 
served  as  a  quiet  cafe  for  a  mere 
seven  brokers.  Now  it  has  107 
traders  glued  to  computers. 

Under  President  Hosni  Mubarak 
the  government  has  begun  to  pri- 
vatize much  of  what  Nasser  social- 
ized. In  a  market-friendly  gesture, 
insurance  and  pension  restrictions 
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may  be  dropped  to  permit  stock 
investments.  Egypt's  economy  has 
been  growing  at  about  5%  after 
inflation,  which  has  been  declining 
since  1991  and  now  runs  at  about 
6%.  The  country's  savings  rate  has 
climbed  to  a  healthy  18%  of  GDP. 

Khaled  Sobhy,  vice  president  of 
Middle  East  operations  at  Sterling 
Grace  Capital  Management,  recent- 
ly invested  more  than  $5  million  in 
Egyptian  stocks  on  behalf  of  broth- 
ers John  Grace  and  Oliver  Grace  Jr., 
after  two  years  of  research.  What 
made  them  jump.''  The  privatization 
last  May  of  a  big  Cairo  real  estate 
development  company. 

Word  in  Cairo  was  the  govern- 


ment would  sell  10%  of  its  holding 
to  the  public  and  10%  to  employees, 
but  in  the  end  75%  was  privatized. 
"That  showed  the  government  is 
finally  serious  about  ceasing  to  be  an 
obstruction,"  says  Sobhy. 

Of  the  more  than  600  publicly 
traded  Egyptian  companies,  only  50 
or  so  trade  actively  enough  to  merit 
serious  attention  from  international 
investors.  Several  of  these  are  in  the 
banking,  real  estate  and  food  indus- 
tries. These  are  old  businesses  in 
industrialized  nations  but  infant 
industries  in  developing  lands. 

"As  the  Egyptians  get  richer,  they 
want  better  food  and  houses,"  says 
Warburg,  Pincus'  Horsley.  "As  soon 
as  they  can  afford  to,  they  buy." 

Foreigners  like  ING  Barings' 
Angus  Blair  have  been  buying  shares 
in  North  Cairo  Flour  Mills  and 
Tourah  Cement.  The  former  sells  for 
scarcely  half  the  earnings  multiple  of 
General  Mills,  but  is  growing  much 
faster.  Tourah  Cement  has  been 
upgrading  kilns  and  increasing  pro- 
duction. The  company's  market  cap- 
italization is  $643  million,  and  it 
trades  at  13  times  expected  1997 
earnings. 

"Demand  is  booming  [from]  the 
construction  of  roads,  apartments 
and  hotels  along  the  Red  Sea — we 
won't  see  a  slowdown  for  years," 
says  Aly  El-Tahry,  managing  director 
of  investment  banking  at  EFG- 
Hermes  in  Cairo. 

Another  favorite  among  the  for- 
eigners: $2  billion  (1995  assets) 
Commercial  International  Bank. 
The  company  earns  over  20%  on 
equity  and  3%  on  assets,  yet  trades 
for  15  times  estimated  1997  earn- 
ings— very  reasonable  for  a  bank 
posting  such  returns. 

Here's  a  sign  that  the  runup  in 
Cairo  hasn't  peaked:  Wall  Street  has 
not  yet  issued  an  Egyptian  country 
fund-  Three  offshore  offerings  do 
exist:  the  Egypt  Investment  Co.  and 
Lazard  Freres'  Egypt  Trust,  both 
traded  in  London,  and  EFG-Hermes' 
Egypt  Fund,  hsted  in  Dublin.  In  the 
U.S.,  one-third  of  the  $54  million 
Foreign  &  Colonial  Emerging 
Middle  East  closed-end  fund  is  in 
Egyptian  stocks.  Or  be  brave.  For- 
eigners can  buy  Egyption  securities 
direcdy,  without  restrictions.  H 
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ranked  among  the  world's  best  by  The  Wall 
Street  Journal  and  Business  Week. 


For  more  information: 

Call       (310)  825-2001 

Fax       (310)  206-7539 

E-mail  execed@anderson.ucla.edu 


THE  ANDERSON  SCHOO 

AT  UCLA 


The  Anderson  School  at  UCLA  is  proud  to  announce 
its  sponsorship  of  the  1997  Forbes  CEO  Forum,  June  25  -  27,  1997 

in  Los  Angeles,  California 
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faculty  co-director  of  the  1997  Advanced  Executive  Program,  is  one  of  The 
Anderson  School's  featured  speakers  at  the  1997  Forbes  CEO  Forum  and  will 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  HARDY 


Value  stocks  have  done  worse  than 
growth  stocks  over  the  last  12 
months.  In  a  bear  market,  however, 
expect  growth  issues  to  decline  more 
than  stocks  that  trade  at  low  multi- 
ples to  sales,  earnings,  cash  flow  and 
dividends. 

Denis  Laplaige,  manager  of  Main- 
Stay  Value  Fund  (five-year  annualized 
return:  16.2%),  is  more  concerned 
about  protecting  capital  in  a  bad 
market  than  in  beating  the  averages 
in  a  good  one.  He  searches  for  stocks 
that  look  cheap  based  on  a  mixture  of 
earnings  and  cash  flow  and  that  also 
have  large  insider  ownership,  strong 
buyback  programs,  large  dividend-to- 
asset  values  and  above -average  yields. 
The  utility  sector  looks  cheapest  to 
Laplaige.  Two  favorites:  Long  Island 
Lighting  and  PECO  Energy.  Among 
nonutilities,  Laplaige  likes  Tenneco. 


Special  focus 


The  Pacific  Stock  Exchange's  technology 
index  rose  11%  over  the  past  six  months. 
But  wireless  communications  stocks  have 
not  participated  in  this  rally.  The  eight 
stocks  below  feU  47%  on  average  since  late 
September.  What  ails  the  sector?  Prospects 
for  earnings  have  receded  too  far  into  the 
future,  as  these  1998  forecasts  suggest. 


Great  wireless  hopes 


Company 

Recent 
price 

i 

1998 
est  EPS 

Arch  Communications  Gp 

4% 

$-9.87 

InterCel 

10^8 

-5.92 

Metrocall 

4'/2 

-6.55 

Mobile  Telecommunication  Tech 

6 

-1,44 

Nextel  Communications 

13  Vs 

-2.32 

Paging  Network 

8^4 

-1,89 

PrICellular 

8^8 

-0.34 

ProNet 

3V2 

-2.39 

Sources:  IBES  Express;  Value  Line  Database  Service 
via  OneSource  Information  Services. 


The  overall  market 


The  Barra  All-US  price  index  as  of  3/14/97 


12-month  closeup 


3300 
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Closeup  on  the  markets 


The  best  and  worst  performing  stocks; 


The  best  and  worst  performing  industry  factors" 


Index  or  Investment 

%  change  from 

 2-week  change  

j-ycai  luj^u 

Barra  All-US  Index 

-2.4% 

14.9% 

-5.3% 

S&P/Barra  Growth  Index' 

-2.1 

23.8 

-5.5 

S&P/Barra  Value  Index^ 

-1.9 

14.9 

-4.9 

Dow  Jones  Industrials 

-2.0 

19.7 

-4,9 

S&P  500 

-2.0 

19.3 

-5.2 

NYSE 

-2.0 

17.0 

-4.7 

Nasdaq 

-3.4  1 

14.1 

-10.0 

PSE  Tech  100^ 

-2.8 

23.4 

-8.1 

EAFE" 

1.1 

1  0.7 

-4.0 

CRB  futures Index^^ 

0.4 

■ 

-2.0 

-6.0 

Gold^  (Comex  spot) 

-1.1 

-11.8 

-15.6 

YenMperSUS) 

0.1 

1 

16.3 

-0.7 

011^  (W  Texas  Intermediate) 

0.0 

-3.4 

-26.3 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Foodbrands  America 

23  1/8 

64% 

$0,99 

Idexx  Laboratories 

13^8 

-60% 

$0.50 

Heritage  Media 

18  '/4 

49 

0,55 

Sync  Research 

3 

-60 

-0,35 

Avid  Technology 

133/8 

40 

0,27 

Employee  Solutions 

6'/2 

-58 

0.70 

Westell  Technologies 

13  1/8 

35 

0,09 

Medic  Computer  Systems 

16^/2 

-56 

1.07 

Scopus  Technology 

29^8 

28 

0,60 

Somatogen 

6^/8 

-48 

-0.96 

Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change  j 
since  1 
12/31/96  j 

Trucking 

13.0% 

19.0% 

Photographic,  optical 

-14,8% 

-5.0% 

Oilfield  services 

7.4 

13.2 

Tobacco 

-8.7 

-0,3 

International  oil 

6.5 

7.0 

Precious  metals 

-8.3 

-1.8 

Publishing 

4,1 

9,9 

Cosmetics 

-8.0 

3.0 

Hotels,  restaurants 

3.6 

6.0 

Financial  services 

-6.4 

Note:  Data  for  period  ending  3/27/97,  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U,S,  markets,  ADRs,  REITs  and  closed-end  funds  are  excluded,  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
grovrth,  ^Totai  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  'A  price-weighted  index  of  100  widely  followed  U,S, 
technology  stocks.  Base  value  12/31/82  =  50  (adjusted),  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International,  Index  of  21 
commodity  futures,  '^Source:  Bridge-Commodity  Research  Bureau,  'Estimate,  Source:  IBES  Express,  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source;  Barra,  Inc.,  Berkeley,  Calif. 
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THE  mm/IMS  REPORT  ON  EARNINGS  FORECASTS 


S&P  500  P/E*  vs.  Treasury  bond^ 

20 
18 
16 
14 


12 


10 


Treasury  bond  ^  | 

^S&P  500  P/E  1 

,.u.i.  i,l.,„.u.iX..-u..,l.i,u  II  J 

'91    '92    '93    '94    '95    '96  '97 


•The  recent  price  of  the  S&P  500  divided 
by  estimated  earnings  over  the  next  12  months, 
tinverted  yield  to  maturity  for  the  ten-year 
Treasury  bond. 


IBES  estimate  revisions  index 

S&P  500  estimate  increases  to  decreases 


1.50 


1.00 


0.50 


0.00 

A   M   J    J    A  S   0  N  D  J    F  M 
1996  1997 


Forecasting  the  S&P  500 


%  change  Expected 
Estimated       current  est  year-to-year 
Year       P/E       vs  3  montlis  ago  EPSgrowtti 


1996'  19.2 

0.5  8.4% 

1997  17.1 

-0.9%  12.3 

1998  15.0 

-1.1  14.3 

1997  estimates  for  IBES  industry  groups 

Rising  estimates 

Falling  estimates 

securities  brol<erage 

forest  products  1 

truck  mfg  . 

containers  1 

semiconductors  ,^4^1^ 

precious  nnetals  JMLl 

natural  gas  | 

maritime  shippmg^^^l 

airlines 

book  publishing  1 

'Actual. 


BY  RONALD  BOONE  JR. 


IBES  Inc.,  which  tabulates  consensus  earnings  estimates, 
reports  that  S&P  500  profits  are  expected  to  be  11% 
higher  in  the  first  quarter  than  they  were  a  year  ago.  But 
this  pace  is  likely  to  slow.  Edward  Keon  Jr.,  iBES  senior 
vice  president,  predicts  the  strong  dollar  and  higher  inter- 
est rates  will  drag  down  profits  in  the  remainder  of  1997. 

The  current  consensus  earnings  estimate  fiDr  the  s&p 
500  for  1997  is  $46  a  share,  a  12%  gain  over  1996.  Keon 
expects  analysts  to  cut  their  forecasts  as  the  year  pro- 


gresses, leaving  the  index  with  a  mere  8%  to  10%  gain 
when  the  dust  settles. 

Analysts  are  still  bullish  about  steel  and  automobiles. 
The  forecast  for  usx-U.S.  Steel  Group  is  for  1997  prof- 
its of  $3.63  a  share,  a  40%  increase  over  last  year.  General 
Motors  is  expected  to  post  a  bigger  earnings  increase 
than  its  domestic  rivals.  GM's  forecast:  $7.49  a  share,  a 
32%  gain.  If  this  number  holds,  GM,  currendy  ranked 
seventh  in  the  Forbes  Profits  500  (see  p.  188),  could 
move  up  a  few  notches  next  year. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


Company/industry 

1996 
EPS 

recent 

1997  EPS  estimate- 
s-month change 

P/E 

3-month 
price  change 

Reason  ^^^^fH^iP^ 

Cyrix/semiconductors  limP 

$-1,25 

$1.01 

140% 

20 

8% 

Sales  of  its  new  microprocessors  ^IIIIIIIIHH^ 

National  Steel/steel 

0.48 

1,16 

100 

7 

-19 

Higher  steel  prices  &  cost-cutting 

Hutchinson  Tech/hard  disk  parts 

1.05 

3,18 

95 

10 

19 

Increased  demand  for  disk  drive  components 

Asarco/copper 

2.13 

2,18 

63 

14 

17 

Lower  operating  costs  &  higher  copper  prices 

Kulicke  &  Sotfa/semicond  mfg  equip 

0  77 

1,40 

61 

16 

11 

Increased  orders  for  semiconductor  mfg  equipment 

Who's  not  1 

Greatest  decrease  in  estimates  over  the  past  three  months 

Company/industry 

1996 
EPS 

recent 

1997  EPS  estimate- 
s-month change 

P/E 

3-month 
price  change 

i 

Reason  | 

Advanta/credit  cards  &  home  loans 

$3.89 

$1,45 

-69% 

19 

-37% 

Rising  credit  card  losses  ' 

Idexx  Labs/animal  diagnostic  devices 

0.83 

0,50 

-58 

25 

-65 

Decrease  in  sales  of  veterinary  products 

Micro  Warehouse/mail  order 

1,26 

0,78 

-55 

17 

16 

Weak  demand  for  Apple  Computer  products 

Exabyte/data  storage  equipment 

0.39 

0.58 

-53 

22 

-6 

Increased  research  &  development  costs 

Bowater/wood  &  paper  products 

3,32 

0.63 

-51 

63 

7 

Lower  paper  prices  &  increased  operating  costs 

Note:  Data  for  period  12/25/96  thro  j7.  Listed  companies  fiave  a  market  capitalization  of  $100  million  or  more.  Earnings  projections  are  Wall  Street  consensus  estimates 

from  3,000  security  analysts  compiled  by  IBES  Inc. 
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Like  your  own  portable 
amusement  park. 

Take  the  wheel  and  we  defy  you  not  to  smile.  400  horses.  Zero  to  sixty 
in  just  over  four  heartbeats.  Eighteen  inch  wheels.  A  new  wider  stance. 
It's  the  Nine  Eleven  Turbo.  Some  very  serious  amusement.  Contact  us  at 
1-800-PORSCHE  or  http;//www.porsche.com  and  prepare  to  agree: 
Porsche.  There  is  no  substitute" 


muncT  a  invcotmuiis 


STREETWALKER 


Safe  money  move 

If  the  stock  market  has 
you  spooked,  think  about 
parking  some  of  your  money  in 
two-year  Treasury  notes  Current- 
ly yielding  6.41%,  they  will  look 
increasingly  attractive  to  investors 
if  the  market  dive  continues. 

Data  dump 

Ceridian  Corp.  (formerly 
Control  Data  Corp.)  is  a 
favorite  of  institutional  investors. 
The  $1.7  billion  (estimated  sales) 
data  processing  company  has 
increased  revenues  regularly  since 
1992.  The  stock  trades  at  around 
36,  or  19  times  1997  estimated 
profits,  not  counting  tax-loss  carry- 
forwards. Bulls  say  earnings  will 
grow  about  1 5%  this  year,  aft:er  five 
years  of  mixed  results. 

But  Ceridian's  numbers  aren't  as 
swell  as  they  look.  Short  the  nyse- 
listed  shares.  They  are  borrowable. 

Two-thirds  of  revenues  come 
fi'om  payroll  processing — the  rest 
fi"om  defense  electronics. 

Bulls  are  impressed  by  Ceridian's 
new  client/server-based  payroll  pro- 
cessing system,  cil.  But  the  sofi:- 
ware,  beset  by  delays,  won't  be 
ready  until  1998. 

Meantime,  Ceridian  has  been  cap- 
italizing the  costs  of  developing  the 
software  for  the  past  three  years,  to 
the  tune  of  $82  million.  Last  year's 
$200  million  in  operating  income 
was  19%  higher  than  it  would  have 
been  had  software  costs  been 
expensed.  If  the  software  flops, 
Ceridian  will  have  to  write  off  some 
of  those  capitalized  costs. 

After  the  software  starts  selling, 
Ceridian  plans  to  amortize  develop- 
ment costs  over  seven  years — about 
three  times  longer  than  typical  at 
software  companies.  This  will  make 
earnings  look  better  early  on. 

Ceridian  is  also  facing  a  govern- 
ment investigation.  Forty-eight 
states  are  looking  into  the  compa- 
ny's practice  of  taking  unclaimed 
fijnds  from  several  of  its  customers' 
processing  transactions  and  booking 
them  as  revenues.  Over  the  past 
three  years  this  has  come  to  $40 
million,  46  cents  per  share.  If 


reversed,  the  past  earnings  will  be 
restated  and  1997  estimates  will 
drop  by  an  estimated  20  cents. 

Chief  Executive  Lawrence  Perf- 
man  has  been  a  big  seller.  He 
unloaded  63%  of  his  holdings  in 
January  at  around  37.  One  analyst 
reckons  Ceridian  could  drop  to  25. 

-Caroline  Waxler 


Trackers,  part  one 

The  trucking  industry, 
^    last  year's  second-worst-per- 
forming group  in  the  S&P  500,  is  on 
the  upturn.  This  year  the  sector  has 
outperformed  the  index  by  nine 
percentage  points. 

One  trucker  remains  vulnerable, 
however:  Nasdaq-traded  J.B.  Hunt 
Transport,  wdth  estimated  revenues 
of  $1.7  billion. 


Although  its  stock  has  dropped 
from  22  last  April  to  a  recent  14, 
Jeff  Middleswart,  an  analyst  with 
David  Tice  &  Associates,  thinks 
Hunt's  shares  could  go  lower. 

In  its  long-haul  division  Hunt  has 
been  trying  to  reduce  high  turnover 
rates  among  drivers.  In  February  it 
upped  long-haul  driver  pay  at  least 
33%.  It  expects  to  cover  the  extra 
expense  by  closing  driving  schools, 
cutting  advertising  and  reducing 
accidents.  Some  bulls  believe  this  will 
help  it  earn  $1.35  per  share  in  1998. 

It's  a  gamble  that  might  not  pay 
off  Early  signs  show  fewer  recruits 
than  expected.  Most  of  Hunt's 
trucks  are  cab-over-engine — cheaper, 
but  noisier  and  less  comfortable.  A 
turnoff  for  good  drivers. 

Hunt's  pay  increase  looks  familiar 


to  some  investors:  Trucker  M.S. 
Carriers  tried  something  similar  in 
1990,  when  it  raised  pay  by  24%. 
Result.'  Wage  costs  cut  operating 
margins  by  four  percentage  points. 
One  analyst  thinks  Hunt  will  have 
similar  problems  and  may  earn  only 
85  cents  a  share  in  1998.  J.B.  Hunt 
shares  could  fall  to  10  by  the  end  of 
the  year.  If  you  want  to  short  it, 
shares  are  borrowable.  -C.W. 

lirackers,  part  two 

Landstar  System — a  $1.3 
billion  (revenues)  trucking 
company — is  a  buy,  says  David  Dia- 
mond, who  manages  $1.1  biUion  in 
small-capitalization  assets  for  the 
Boston  Co.  as  well  as  the  $55  mil- 
lion Dreyfus  Small  Company  Value 
Fund.  He  thinks  Landstar — at  a 
recent  24% — has  hit  bottom. 
Landstar  (LSTR)  has  lower  fixed 
costs  than  its  peers  because 
^    most  of  its  trucks  and 
r    trailers  are  owner-operat- 
I    ed.  It  uses  independent 
5    agents  on  commission, 
I    another  way  to  cut  costs. 
Landstar's  Nasdaq - 
traded  shares  are  stalled 
now  because  of  a  failed 
restructuring  plan.  The 

f company  acquired  four 
divisions  in  1995  and 
hasn't  yet  integrated  them. 
But  the  company  recently 
closed  one  division  and 
merged  part  of  another.  Another 
plus  for  Landstar:  the  huge  amount 
of  cash  its  owner/operator  structure 
allows  it  to  generate — an  estimated 
$2.70  a  share  this  year.  It  will  use 
this  to  pay  down  debt  taken  on  to 
make  its  acquisitions. 

Thano  Hasiotis,  a  Smith  Barney 
transportation  analyst,  thinks  Land- 
star  can  post  $2.30  in  operating 
earnings  this  year,  up  27%  from 
1996.  As  a  result,  the  stock  could 
trade  at  around  30  by  the  end  of  the 
year.  At  11  times  estimated  1997 
earnings,  Landstar's  a  bargain. -C.W. 

Recovery  room 

Looking  for  a  defensive 
stock  in  this  skittish  market? 
Consider  Morrison  Health  Care 
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(mhi).  With  $460  million  in  esti- 
mated managed  food  service 
volume,  it's  the  only  pure  play  in 
the  $12  billion  and  growing  hospital 
food  service  industry.  NYSE-listed 
Morrison  is  benefiting  from  the  fact 
that  more  cost-conscious  hospital 
administrators  are  turning  to  out- 
siders for  their  food  services. 

Trading  at  a  recent  1 3^,  the  stock 
is  down  25%  since  March  1996, 
when  it  was  spun  off  from  parent 
Morrison  Restaurants.  Buy,  says 
Bear,  Stearns  restaurant  analyst  Joe 
Buckley. 

In  the  spinoff,  Morrison  share- 
holders got  stock  in  each  of  three 
new  entities — the  health  care  con- 
cern and  two  restaurant  chains. 
Ruby  Tuesday  and  Morrison  Fresh 
Cooking.  Institutional  shareholders, 
like  Michael  Price,  weren't  interested 
in  the  new  incarnations  so  they  start- 
ed dumping  shares.  That  damper  is 
now  in  the  past.  The  spinoff  hurt 
Morrison  Health  Care  in  another 
way:  The  company  had  to  relocate 
headquarters,  driving  up  costs.  And 
it  botched  a  restructuring  of  its  sales 
force.  Morrison  had  given  too  much 
responsibility  for  getting  new 
accounts  to  junior  salespeople. 
Earnings  per  share  fell  8%. 

Morrison  has  reinstated  its  senior 
sales  force.  Although  it's  the  third- 
largest  hospital  food  service  provider 
in  the  U.S.,  with  3%  of  the  market, 
there's  plenty  of  room  to  grow. 
Only  12%  of  hospitals  contract  out 
their  food  service.  Analyst  Buckley 
sees  the  company  earning  87  cents 
this  year  and  95  cents  next.  He  sees 
the  stock  hitting  20  within  a  year; 
counting  the  dividend,  that's  a  51% 
total  return.  -C.W.  ■■ 
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Private 
Banking  is  our 
core  business. 


At  Bank  Julius  Baer  private  banking 
has  been  our  core  business  since  1890, 
serving  generations  of  individual  in- 
vestors. 

You  benefit  therefore  from  the  full 
attention  of  seasoned  experts  focused  on 
your  personal  goal  of  optimal  long-term, 
after-tax  investment  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  com- 
mitment. Just  call 

New  York:  Balz  Eggimami  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (407)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  395  20  20 


jB~B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 


http://www.juliusbaer.com 


Stuttering  Didn't 
Silence  His  Story. 

20120's 
John  Stossel 
knows  news.  He 
also  knows  what 
It's  like  to  deal 
with  a  stuttering 
problem.  John 
still  struggles 
with  stuttering 
yet  has  become 
one  of  the  most 
successful 

reporters  in  broadcast  journalism  today. 

For  more  information  on  what  you  can  do 
about  stuttering,  write  or  call  toll-free: 


National 
Stuttering 
Awareness 

Week 
May  12-18 


M 


Stuttering 
foundation 
OF  America 


K^RMERLV  SPEECH  FOUNDATION  OF  AMERICA 

A  Non-Profic  Organization 

Since  1947— 

Helping  Those  Who  Stutter 


P.O.  Box  11749  •  Memphis,  TN  38111-0749 

1-800-992-9392 

50  YEARS  OF  SERVICE 
1947  —  1997 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  fonnalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  runway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway 

For  more  information, 
calM-800-F0RBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


NTEGRI 


ca  .'01  ParK  AV^nue  S.>i  ih  New  York.  NY  10C03 


The  Guardian  Life  Insurance 
Company  of  America 
has  earned  the  trust   ,  * , 
and  loyalty  of  policyowners  ' 
for  over  137 years.  I 

The  Guardian  has  an  impeccable  reputation 
for  integrity,  honesty  and  reliability  that's 
the  envy  of  the  industry.  Stated  simply,  The 
Guardian  has  always  treated  all  policyowner; 
equally,  and  always  will,  whether  you're 
purchasing  a  large  policy  today,  or  bought 
a  $2,000  policy  50  years  ago. 

Examine  Us.  . 

The  Guardian  is  one  of  the  strongest 
financial  companies  in  America*  and, 
according  to  Best's  Policy  Reports,  1996 
Edition,  The  Guardian  is  ranked  #1  for  age 
35  in  20-year  surrender  cost  index  which 
is  a  measure  of  the  net  cost  of  insurance. 

CaU  1-800-662-1006 

or  visit  www.theguardian .com 

^Ihe  Guardian' 

The  intelligent  Choice" 

Since  1860 

Life  Insurance  •  Employee  Benefits  &  401  (k) 
•      Disability  •Mutual  Funds  &  Variable  Annuities** 


'Financial  information  for  The  Guardian  Life  Insurance  Company  of  America 
as  of  12/31/96:  Assets  =  $12.1  billion;  Liabilities  =  $10.9  billion  (includes 
$8.5  billion  in  reserves);  Surplus  =  $1.2  billion 

**401k  products  and  variable  annuities  are  issued  by  The  Guardian  Insuranc 
&  Annuity  Company  Inc.  (GIAC),  New  York,  NY,  a  wholly  owned  subsidiary 
of  The  Guardian  Life  Insurance  Company  of  Amenca,  New  York,  NY.  MutudI 
funds  are  distributed  by  Guardian  Investor  Services  Corporation  (GISC), 
New  York,  NY,  an  indirect  wholly  owned  subsidiary  of  The  Guardian  Life 
Insurance  Company  of  America.  . 
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Bet  against 
Buffett.^  Not  me. 


BY  KENNETH  L  FISHER 


Kenneth  L.  Fisher 
is  a  Woodside,  Calif.- 
based  money  manager. 
His  third  book  is  100 
Minds  that  Made  the 
Market. 


When  big 
beats  small, 
only  super  big 
beats  the 
market. 


If  you  are  waiting  for  small  stocks  to  have 
their  day,  I  have  bad  news  for  you:  You  have  a 
long  wait.  And  I  have  further  news:  You  had 
better  revise  your  definition  of  what  consti- 
tutes a  large  stock  versus  a  small  stock. 

For  several  years  I  have  urged  readers  to 
stick  with  big-cap  stocks.  That  has  been  good 
advice.  For  example,  my  Dec.  30,  1996 
column  said  that  the  best  U.S.  stocks  to  own 
are  those  "from  among  the  50  very  largest."  I 
expect  this  trend  will  continue. 

As  of  this  writing  there  are  just  35  stocks 
with  a  market  capitalization  (price  times 
shares  outstanding)  bigger  than  that  of  the 
S&P  500.  They  are  listed  in  the  table.  I  call 
them  super  caps.  You  may  think  of  outfits 
with  market  caps  of  $10  billion  as  big,  but  my 
firm's  research  shows  that  even  such  biggies 
tend  to  perform  more  like  small  caps  than 
super  caps  for  years  at  a  crack. 

So,  forget  small  cap  versus  big  cap.  Think 
instead  of  super  caps  versus  everything  else. 

Look  at  the  s&P  500  without  the  super 
caps.  My  studies  show  that  when  small  beats 
big  or  vice  versa  for  multiyear  spans  as  is  hap- 
pening now,  these  465  perform  more  like 


small  stocks  than  large  stocks.  Take  1996:  The 
s&P  500's  ten  largest  stocks,  super  caps  all, 
returned  29.5%,  versus  the  s&P  500's  23%.  If 
you  owned  all  35  super  caps  last  year,  equal- 
weighted,  you  beat  the  S&P  500  by  1.1%.  The 
s&P  500's  465  smallest  stocks  returned 
17.4%.  And  die  small-cap  Russell  2000  came 
in  at  16.5%.  In  short,  the  super  caps  beat  big 
caps,  most  of  which  acted  like  small  caps. 

Don't  sweat  a  billion  bucks  or  so.  Warren 
Buffett's  bets  on  Gillette  and  McDonald's, 
which  would  be  numbers  40  and  41  on  the 
list  at  $33  bUlion,  are  both  big  enough  to  act 
super.  But  during  these  periods  $10  billion- 
size  stocks  act  about  70%  like  small  stocks; 
stocks  with  caps  of  $5  billion  act  about  85% 
like  the  smallest  stocks. 

Based  on  my  cycle  analysis,  I  expect  big  to 
keep  beating  small  until  the  bottom  of  the 
next  bear  market.  And  1  expect  the  super  caps 
will  keep  beating  the  market.  As  the  bull 
market  turns  bearish,  the  super  caps  will  drop, 
but  less  drastically  than  all  smaller  stocks. 

No,  not  forever.  Only  until  we  have  com- 
pleted a  full  bull/bear  market  cycle.  From 
1974  until  1982  small  caps  were  the  stars. 
They  will  be  again.  But  that  time  is  a  ftill  bear 
market  away.  Until  then,  smallness  hurts. 

So,  are  the  super  caps  well  represented  in 
your  portfolio.'  If  not,  you  are  unlikely  to 
beat,  or  even  match,  the  market.  Note  that 
Warren  Buffett's  Berkshire  Hathaway  is  a 
super  cap,  and  owns  primarily  super  caps  or 
near  super  caps  including:  Coca-Cola,  Disney, 
Gillette,  McDonald's  and  American  Express. 
Do  you  want  to  bet  against  Buffetti"  H 


The  super  caps — the  stocks  bigger  than  the  market 


Company 

Market  cap 

Recent 

Company 

Market  cap 

Recent 

{$bil) 

price 

{$bil) 

price 

General  Electric 

$163.2 

m 

PepsiCo 

$50.5 

32=/ 

>  Coca-Cola 

138.3 

Citicorp 

50.1 

im 

Exxon 

133.8 

im 

Walt  Disney 

49.2 

m 

Intel 

114.2 

139'/ 

Chevron 

45.5 

Microsoft 

109.8 

^  Eli  Lilly 

45.4 

%n 

Merck 

101.5 

m 

GTE 

44.9 

Philip  Morris 

92.7 

114M 

Berkshire  Hathaway 

43.8 

36,200 

Procter  &  Gamble 

78.1 

115 

Abbott  Laboratories 

43.5 

56/ 

IntI  Business  Machines 

71.0 

137'/ 

Amoco 

43.1 

86*/ 

Johnson  &  Johnson 

70.5 

52'/ 

General  Motors 

41.9 

55/ 

Wal-Mart  Stores 

63.9 

27'/ 

BellSouth 

41,7 

42/ 

El  du  Pont  de  Nemours 

59.6 

106 

Chase  Manhattan 

41.3 

93'/ 

Bristol-Myers  Squibb 

59.1 

59 

Fannie  Mae 

38.3 

36/ 

AT&T 

56.5 

34'/ 

American  Home  Products 

38.3 

60 

American  International  Group 

55.1 

117'/ 

/•  Ford  Motor 

37.3 

3P/ 

Pfizer 

54.2 

84/ 

«  BankAmerica 

35.8 

100'/ 

Hewlett-Packard 

54.1 

53i^ 

Motorola 

35.8 

60'/ 

Mobil 

51.4 

130% 

Figures  as  of  Mar.  31. 
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Putting  their  money 
wliere  tlieir  mouths  aire 


mimimm 


Mark  Hulbert 
IS  editor  of  the 
Alexandria,  Va.-based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


I  HAVE  LISTENED  to  a  lot  of  bears  worry 
recently  about  the  torrid  pace  of  initial  and 
secondary  stock  offerings.  On  each  such  occa- 
sion I  make  a  point  of  reminding  myself  of 
what  Paul  Harvey  refers  to  as  "the  rest  of  the 
story."  The  bears  are  telling  us  only  half  of  it. 
The  full  story  is  more  optimistic. 

Let's  look  at  the  numbers.  According  to  the 
Institute  for  Econometric  Research,  publisher 
of  Market  Logic  and  several  other  advisory  let- 
ters, corporate  America  is  currendy  issuing 
new  stock — either  through  ipos  or  secondary 
offerings — at  the  rate  of  about  $165  billion 
per  year.  This  represents  2.37%  of  the  gdp, 
which  is  close  to  an  alltime  high.  When  this 
ratio  has  risen  in  the  past  to  anywhere  near 
these  levels,  the  market  has  soon  declined. 

The  bearish  case  really  boils  down  to  an 
argument  about  supply  and  demand:  Initial 
and  secondary  offerings  flood  the  market  with 
more  stock,  thus  reducing  demand  for  the  rest 
of  the  stock  market.  The  Institute  argues  this 
way:  "Money  that  might  otherwise  go  to  fur- 
ther bid  up  the  prices  of  existing  pubhcly 
traded  stocks  is  now  deflected  to  new  issues." 

Sounds  right,  but  it's  only  half  the  story.  At 
the  same  time  the  market  is  absorbing  this 
huge  supply  of  new  stock,  other  firms  are 
buying  back  their  shares  in  the  open  market. 
This  reduces  the  supply  of  stock,  thereby 
increasing  the  demand — and  the  price — for  the 
remaining  shares.  Share  repurchases  are  just  as 
bullish  as  new  stock  offerings  are  bearish. 

How  much  stock  has  corporate  America 
been  repurchasing?  According  to  the  Securi- 
ties Data  Co.,  corporations  have  been 
announcing  buyback  programs  at  a  record 
pace.  Last  year  the  total  value  of  such 
announcements  was  $176  billion,  up  from 
$74  billion  the  year  before — and  up  from  just 
$20  billion  as  recendy  as  1991.  Are  these 
announcements  for  real?  Yes.  According  to  a 
forthcoming  Journal  of  Finance  study',  corpo- 
rations purchase  around  75%  of  the  shares  in 
their  repurchase  programs  within  three  years 
of  those  programs  being  announced. 

This  means  that  almost  the  entire  supply  of 
stock  from  new  stock  offerings  is  being  offset 
by  corporate  repurchase  programs.  So  where's 


the  bearish  impact? 

I  would  go  fiirther  and  say  that  these  stock 
repurchase  programs  help  identify  companies 
whose  boards  of  directors  think  the  market 
has  underpriced  their  stocks.  Even  more 
important,  these  boards  are  willing  to  put 
their  money  where  their  mouths  are. 

My  hunch  is  confirmed  by  a  growing  body 
of  research.  According  to  perhaps  the  best- 
known  study  on  the  subject^  the  stock  of  the 
average  corporation  repurchasing  its  stock 
outperforms  the  rest  of  the  market  by  13% 
over  the  four  years  following  the  announce- 
ment of  the  repurchase  program.  Even  better, 
high  book-to-price  stocks  that  are  being 
repurchased  beat  the  market  by  45%  over  the 
subsequent  four  years. 

Not  surprisingly,  an  investment  letter  has 
sprung  up  to  exploit  this  newly  discovered 
anomaly  in  the  otherwise  efficient  market:  the 
Buyback  Letter,  edited  by  David  Fried.  (The 
Hulbert  Financial  Diciest  performance  moni- 
toring service  just  began  tracking  this  letter, 
so  there's  no  record  to  report.) 

Stock  repurchase  programs  identify 
companies  whose  boards  think  the 
market  has  underpriced  their  stocks. 

There  are  seven  stocks  on  Fried's  latest 
"buyback  best  buys"  list.  Two  manufacture 
rubber  products:  Bandag  (recent  price,  50) 
and  Rubbermaid  (25).  Others  on  the  list  are 
Dow  Chemical  (80),  J.C.  Penney  (47), 
Standex  (26,  a  diversified  manufacturing  and 
marketing  company)  and  McDonald's  (48). 

The  last  stock  on  Fried's  list  is  Philip  Morris 
(116),  which  recendy  announced  a  new  $8 
billion  commitment  to  repurchase  its  shares. 
The  stock's  recent  price  weakness  will  enable 
the  company  to  complete  its  buyback  pro- 
gram early  and  more  cheaply.  H 

'  "Actual  Share  Reacquisitions  In  Open  Market  Repurchase 
Programs,"  by  Clifford  Stephens  of  the  University  of  Missouri 
and  Michael  Weisbach  of  the  University  of  Arizona. 
'  "Market  Underreaction  to  Open  Market  Share  Repurchases," 
by  David  Ikenberry  of  Rice  University,  Josef  Lakonishok  of  the 
University  of  Illinois  at  Champaign-Urbana  and  Theo  Vermaelen 
of  iNSEAD  (France);  Journal  of  Financial  Economics,  Oct.  1995. 
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PELECOMMUTING  & 


EXPOSITION    &  CONFERENCE 

Corporate  Solutions 
rhrough 
lemote  Access 

irtual  Offices...  Remote  Business  Locations... 
'ork-at-Home  Employees...  they're  all  part  of  a 
ovement  that's  reshaping  the  American  work- 
ace.  By  the  year  2000,  this  shift  of  the  workforce 
ill  be  55  million  workers  strong. 

"oductivity-enhancing  technology 

lecommuting  &  Home  Office  Exposition  & 
inference  offers  you  the  solutions,  strategies  and 
oducts  to  make  this  monumental  shift  possible. 
•u'U  see: 

emote  access  technology 
letworking  &  telecommunications  equipment 
nternet  access  providers 
lomputer  hardware  &  software 
)roducts  &  services  for  remote  offices 
inancial,  legal,  insurance  & 
nanagement  consulting  services 


n  educational,  business-to- 
ijsiness  environment 

you're  an  executive  or  network  manager  or  facilities 
anager  charged  with  telecommuting  your  department,  or 
zurrent  telecommuter  or  home  office  worker,  Telecommuting 
iHome  Office  Exposition  &  Conference  is  a  must-attend  event 
r  you!  The  conference  provides  pragmatic  tips  on  costs  vs. 
nefits  of  telecommuting,  technology  trends,  human  resource 
ues,  and  more.  Corporate  case  studies  and  insights  from 
ccessful  home-based  workers  round  out  the  program. 


Hnmp  Offir.p 


October  15-17,  1997 
Moscone  Convention  Center 
Son  Francisco,  CA 


Telecommuting  &  Home  Office 
Exposition  &  Conference 


nsored  by: 


PC  WORLD 


«tworkWbr1d 


Forbes 

ilDC/LINK  PSrSMPANY 


Mobile  Office  Vehicles 
Vendors'  ISDN  Association,  Inc. 


Steelcase 


MOBILE  Off/Cfc 


Send  more  information  on  Telecommuting 
&  Home  Office  Exposition  &  Conference! 

I  am  interested  in:   □  Attending    □  Exhibiting 


FOR 


Name 


Company, 
Address 


or  more  information,  call 


City/State/Zip_ 
Phone  


Fax . 


e  THOE  on  the  WWW: 


^Vf'ww.mfsa.eom/thoe 


Mail  to:  MHA  Event  Management,  1400  Providence  Highway, 
P.O.  Box  9127,  Norwood,  MA  02062.  Or  Fax  to:  617-440-0357 
THIS  IS  NOT  A  REGISTRATION  FORM. 
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STOCK  TRENDS 


Mutual  fund  managers 
get  the  message 


BYLAS2L0  BIRINYI  JR. 


Laszio  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwich,  Conn.- 
based  financial 
consulting  firnn. 


Mutual  fund  purchases  have  had  a  signifi- 
cant impact  on  the  market's  rise,  but  almost  as 
important  is  the  fact  that  the  recipients  of 
those  flows,  i.e.,  mutual  fiand  managers,  are 
investing  those  flows.  This  has  not  always 
been  the  case,  and  as  recently  as  1994  those 
managers  were  holding  back  new  money.  This 
helps  explain  why  the  stock  market  ended  that 
year  in  the  red,  despite  the  more  than  $100 
billion  net  that  investors  poured  into  funds. 
What  changed,  I  believe,  is  not  the  managers 
so  much  as  the  management  of  the  funds. 

After  the  passage  of  Erisa  legislation  in 
1974  the  hot  button  in  money  management 
was  pension  plans,  and  especially  corporate 
pensions.  Bank  trust  departments  spun  off 
their  money  management  operations,  and 
many  managers  who  had  good  track  records 
opened  boutiques  to  go  after  the  billions  in 
pension  assets  that  were  available. 

But  the  business  of  managing  pension  assets 
did  not  live  up  to  its  promises  and  hopes. 
Poor  performance,  the  cheaper  alternative  of 
indexing,  and  increasing  scrutiny  from  corpo- 
rate officers  and  their  consultants  drove  fees 
lower  and  lower.  Pension  fiind  management 
became  a  thin-margined  business.  The  fees 
barely  paid  the  rent. 

Mutual  fiinds,  on  the  other  hand,  were  a 
much  better  business.  Fees  were  multiples  of 
pension  compensation;  the  clients  were  gener- 
ally docile  and  disinclined  to  cash  out.  A  posi- 
tive media  exposure  could  often  lead  to  a  big 
inflow  of  money  even  if  your  record  was 
undeserving.  If  you  were  a  money  manager, 
mutual  fiinds  were  the  place  to  be. 

Mutual  ftind  portfolio  managers,  however, 
were  slow  to  warm  to  the  new  economics. 
They  continued  to  play  the  game  of  asset  allo- 
cation and  market  timing,  fine-tuning  the 
portfolios  and  exercising  the  tools  they  had 
been  taught  in  B  school. 

This  changed,  1  believe,  when  fijnd  man- 
agements told  the  portfolio  folks  that  the  cus- 
tomer already  had  made  the  stock-bond-cash 
decision.  Therefore  the  manager's  only  prob- 
lem was,  which  stock.  Apparently  Jeff  Vinik  at 
Magellan  Fund  didn't  get  the  message.  His 
decision  to  play  strategist  instead  of  stock 


picker  cost  him  and  his  fiind  dearly.  He  was 
sent  packing.  Today  mutual  fijnd  managers 
recognize  that  their  job  is  to  buy  stocks  and, 
as  long  as  their  peers  play  the  same  game, 
their  jobs  are  safe. 

So  while  mutual  fund  sales  continue  to 
dominate  the  headlines,  the  key  point  is  that 
those  hands  are  being  invested  almost  as  fast 
as  they  flow  in. 

I  have  read  commentary  arguing  that  it  is 
silly  to  think  that  $5  billion  or  $25  billion  of 
buying  can  move  a  $4  trillion  market  and 
therefore  fiinds  aren't  as  important  as  many 
think.  This  is  a  dumb  argument  and  displays  a 
woefiil  ignorance  of  how  the  market  actually 
works.  Mutual  fiand  flows  are  important 
because  prices  are  set  at  the  margin.  So  if  your 
fund  decides  to  buy  as  few  as  1,000  shares  of 
Ford  Motor  when  that  stock  is  trading  at  32, 
you  may  indeed  move  the  price,  even  though 
the  order  is  $32,000  while  Ford  is  a  $37  bil- 
lion company.  And  at  the  margin,  buyers  still 
outnumber  sellers. 

1  regard  the  recent  weakness  as  a  buying 
opportunity  in  many  stocks.  In  my  Feb.  24 
column  1  recommended  IBM  (136).  1  still  do. 
It  is  an  even  better  buy  today.  Since  its  most 
recent  high  of  169  there  has  been  net  buying 
of  $700  million.  Also  in  the  technology  area  1 
continue  to  like  Compaq  (74)  and  Texas 
Instruments  ( 75 ) . 

Dean  Witter,  Discover  (36)  is  an  issue  that 
has  suffered  because  of  concern  over  the  rising 

Mutual  fund  managers 
recognize  that  their  job 
is  to  buy  stocks  and,  as  long 
as  their  peers  play  the  same 
game,  their  jobs  are  safe. 

default  rates  of  credit  card  debt.  However,  the 
stock  continues  under  accumulation  and 
should  be  bought  by  conservative,  long-term 
investors. 

Despite  the  recent  rise  in  interest  rates,  1 
still  like  Citicorp  {llO),  Wells  Far^o  (284), 
Bankers  Trust  (82)  and  PNC  Bank  (40).  Their 
recent  weakness  offers  an  attractive  buying 
opportunity.  H 
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Suddenly, 

there  are  a  thousand  ^  , 
new  possibilities  and 

every  employee  is  a 
change-makei;  # 


Today's  hypercompetitive  marketplace 
demands  continuous  development  and  the 
ability  to  execute  winning  growtli  strategies. 

Witinout  human  action,  tine  best  strategy 
remains  a  concept.  But  notlning  less  than  the 
total  engagement  of  your  workforce  can 
transform  paper-bound  plans  to  purposeful 
action  — and  real-world  rewards.  It  takes  an 
organization  of  change-makers  — acting  with 
vitality  — to  carry  out  your  strategies. 

There  has  never  been  a  better  time  to  move 
your  organization  forward  in  the  context  of 
opportunity,  /f  you  can  bring  your  strategies 
to  life,  extraordinary  growth  is  in  your  reach. 
It's  a  formidable  challenge  that  requires 
aligning  the  energies  and  capabilities  of  your 
entire  workforce. 

We  can  help.  Wilson  Learning  has  the 
diagnostic  framework  and  series  of  tools  to 
advance  your  organization's  growth  capacity. 
Learn  how  our  new  measurement  tools  and 
implementation  processes  can  help  you 
pinpoint  and  address  your  growth  agenda. 
We  can  help  you  equip  your  workforce  to 
respond  positively  to  change,  and  successfully 
execute  frequently  shifting  strategies. 

When  every  employee  becomes  a  change- 
maker,  there's  no  limit  to  your  growth. 
Take  the  first  step  to  align  and  equip  your 
workforce  for  the  successful  implementation 
of  shifting  growth  strategies. 

Call  1.800,328.7937  for  our  exclusive, 
complimentary  position  paper, 
"Organizational  and  Individual  Growth." 


1.800.328.793^ 
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FINANCIAL  STRATEGY 


Mexico: 

Hei'e  we  go  again 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  pres- 
ident of  A.  Gary  Shilling 
&  Co.,  economic  con- 
sultants and  invest- 
ment advisers.  His  firm 
publishes  Insight,  a 
monthly  newsletter  cov- 
enng  the  business  out- 
look and  investment 
strategy. 


Tempted  to  return  to  Mexican  investment 
waters?  When  I  was  in  high  school  in  the 
earl)'  1950s,  I  was  advised  to  skip  northern 
European  languages  and  learn  Spanish.  Latin 
America,  especially  Mexico,  was  where  the 
action  would  be.  The  promise  is  still  there. 

As  a  result,  high  interest  rates,  promises  of 
political  and  economic  reform  and  hopes  for 
fabulous  stock  appreciation  have  swept  for- 
eign investors  into  Mexican  bonds  and  equi- 
ties again  and  again.  It's  happening  once 
more.  A  recent  poll  shows  a  big  majority  of 
professional  portfolio  managers  regard 
Mexican  stocks  as  cheap  and  almost  90%  plan 
to  keep  or  raise  their  stakes  this  year.  In  peso 
terms  Mexican  stocks  have  more  than  dou- 
bled since  early  1995. 

I  don't  share  this  optimism.  The  present 
Mexican  government  is  trying  hard  to  open 
the  economy  and  the  politics,  but  the  country 
has  yet  to  solve  a  hindamental  problem. 
Mexico  needs  lots  of  capital  to  fuel  the  eco- 
nomic growth  required  to  put  its  fast-grow- 
ing population  to  work,  but  it  does  not  gen- 
erate anything  like  enough  capital  internally. 
Even  those  Mexicans  who  do  have  savings 
don't  trust  their  own  government  and  often 
invest  abroad.  Thus  Mexico  depends  heavily 
on  foreign  capital. 

Given  the  country's  notorious  habit  of  sud- 
denly devaluing  the  currency,  foreigners 
demand  high  returns  to  offset  high  risks. 
They  also  favor  portfolio  investment  over 
investing  in  factories  and  equipment  so  they 
can  yank  their  money  out  fast. 

A  recent  poll  shows  a  big  majority 
of  professional  portfolio  managers 
regard  Mexican  stocks  as  cheap. 


With  money  scarce  and  expensive  for  every- 
one— including  the  government — pohce  and 
other  officials  are  underpaid.  Inevitably  they 
resort  to  graft,  which  is  easy  in  a  one -party 
political  system  with  few  effective  checks  and 
balances.  It's  no  wonder  that  drug  money  has 
corrupted  the  entire  system. 


In  Mexico  saving  by  individuals  and  busi- 
ness, after  offsets  by  government  deficits,  is 
about  20%  of  GDP.  It's  much  higher  in 
emerging  Asian  lands — 35%  in  South  Korea, 
Malaysia  and  China,  and  over  50%  in 
Singapore.  Though  they  need  foreign  capital 
less  than  saving-short  countries  like  Mexico 
do,  these  Asian  countries  get  lots  of  it  and  in 
the  form  of  physical  investment  that  stays  put. 
The  moral  seems  to  be  that  if  a  country  wants 
to  develop,  it  should  start  by  generating 
domestic  saving. 

The  Mexican  peso  collapse  at  the  end  of 
1994,  and  the  resulting  economic  and  politi- 
cal panic,  was  just  one  in  a  long  history  of 
such  crises.  It  was  the  same  scene  with  a  dif- 
ferent introduction  in  the  mid-1980s  when 
the  global  collapse  in  oil  prices  threatened  to 
bury  Mexican  export  earnings. 

Mexico's  chronic  shortage  of  saving  is 
being  aggravated  by  inflation.  The  peso  was 
flat  last  year  versus  the  dollar  as  foreigners 
rushed  back  into  Mexican  stocks  and  bonds. 
But  Mexican  inflation  ran  37%,  compared 
with  3%  in  the  U.S.,  and  at  this  rate  the  peso 
will  soon  be  seriously  overvalued  again.  This 
is  tough  on  exports. 

The  revival  of  economic  growth  in  Mexico 
has  curbed  labor  unrest,  but  has  also  revived 
imports.  Some  of  these  imports  are  growth - 
enhancing  equipment,  but  others  are  blue 
jeans  and  TV  sets  and  big  cars. 

The  1994  peso  devaluation  boosted 
exports  and  pinched  off  imports.  That  effect 
has  almost  worn  off.  Furthermore,  the  recent 
and  likely  additional  rises  in  U.S.  interest  rates 
will  force  up  Mexican  rates  and  impede 
exports  by  curbing  American  growth. 
Renewed  trade  deficits  loom,  and  the  central 
bank  never  rebuilt  reserves  spent  defending 
the  peso  in  1994.  An  almost  defenseless  peso. 

With  this  in  prospect,  avoid  Mexican  stocks 
and  even  bonds.  The  spread  between  bench- 
mark 30-year  Mexican  Brady  bonds  and  U.S. 
Treasurys  jumped  from  3.1  percentage  points 
recendy  to  4.3.  It  will  get  a  lot  wider. 

We  are  short  the  peso  in  accounts  we  man- 
age. Timing  is  important  since  futures  sell  at  a 
big  discount  to  cash.  You  have  to  anticipate, 
since  you  get  litde  warning  when  they  are 
about  to  pull  the  plug  in  Mexico.  M 
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ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


PC  CONCEPTS 
EZ-POINTE  TOUCHPAD 

PC  Concepts  has  developed  something  for  the  computer  user 
who  has  everything.  It's  their  EZ-Pointe  Touchpad  which  makes 
it  easier  to  launch  applications  and  drag  your  cursor  by  simply 
tapping.  If  you  are  looking  for  state-of-the-art  computer  control, 
this  replaces  your  mouse  and  offers  up  to  14  new  features. 
With  no  moving  parts,  mechanical  failures  are  non-existent 
and  its  compact  size  occupies  less  space  than  a  mouse.  This 
well  designed  product  offers  online  help  and  foreign  language 
support.  For  more  information  call  1-800-735-6071. 


JVC 

GR-DV1  DIGITAL  VIDEO  CYBERCAM 

jVC  has  created  the  smallest  and  lightest  camcorder  on  the 
market,  the  GR-DVl  digital  video  Cybercam.  IVC's  ultra-compact 
camcorder  weighs  1 . 1  pounds,  small  enough  to  fit  in  a  coat 
pocket,  and  features  a  lOx  optical  zoom,  lOOx  digital  zoom, 
570,000-pixei  CCD,  special  digital  effects,  a  snap  shot  function 
and  a  color  viewfinder  For  more  information  call 
1-800-252-5722. 


NUTECH  COMMUNICATIONS 
DSS-900  CORDLESS  PHONE 

The  Nutech  Communications  DSS-900  cordless  phone  series 
utilizes  direct  sequence  technology  and  modern  digital  technol- 
ogy which  provides  8  times  the  range  of  an  outside  monitoring 
and  interference  from  other  cordless  telephones.  Other  features 
include  the  most  compact  handset  with  built-in  LCD  display, 
20  number  scrolling  memory  with  speed-dial  and  3-level 
volume  control,  auto  channel  scan  for  best  transmission  quality, 
spare  battery  charger  built  in  the  base,  which  also  includes  an 
extra  battery.  For  more  information  call  1-800-352-5528. 


CONSUMER 
ELECTRONICS 
MARKETPLACE 

For  CE,  PC  and  Major  Appliance  Retailers 

Editorial  Offices:  •  401  North  Broad  Street  •  Philadelphia,  PA  19108  •  (215)  238-5300  •  http://www.napco.com 


MONEY  &  INVESTMENTS 


MARKH  TRENDS 


Hands  off  the 
punch  bowl,  Alan 


BY  MARTIN  SOSNOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


Greenspan  should  keep  his  hands  in  his  pock- 
ets. With  inevitable  interruptions  I  see  the 
bull  market  continuing. 

Just  as  the  Eighties  were  about  financial 
engineering,  as  in  kkr's  acquisition  of  RJR 
Nabisco,  the  Nineties  are  about  incremental 
profit  margins.  The  Eighties  were  about  finan- 
cial leverage;  the  Nineties  are  about  better 
net-to-gross.  Real  earnings  are  compounding 
at  a  14%  rate,  triple  the  1980s  rate.  I'll  setde 
for  half  that  in  1997. 

Greenspan:  "If  profit  margins  continue  to 
rise  as  analysts  on  Wall  Street  expect,  then 
the  market  is  properly  priced,  as  best  we  can 
judge,  on  the  basis  of  the  level  of  where 
interest  rates  are.  If  profit  margins  fail  to  rise 
fijrther  then  the  market  will  run  into  some 
difficulty." 

Greenspan's  second  "if"  is  a  very  long 
shot.  Those  continued  earnings  gains  are 
pretty  much  in  the  bag.  Greenspan  has  Httle 
to  do,  barring  some  fine  tuning,  which  will 
have  no  fundamental  impact  on  securities 
markets.  Real  interest  rates  are  on  the  high 
side,  even  assuming  some  pickup  in  infla- 
tion. If  inflation  doesn't  ring  our  doorbell, 
the  bond  market  is  setting  itself  up  for  a 
major  rally  that  could  carry  long-term  rates 
down  to  6%. 

The  macros  are  so  benevolent  now  that 
they  inhibit  Greenspan's  ability  to  spoil  the 
party.  How  do  you  raise  interest  rates  without 
sending  the  dollar  through  the  roof?  Detroit 
is  already  hurting  from  Honda  and  Toyota 
gaining  market  share.  Our  trade  deficit 
remains  outrageous.  A  stronger  dollar  is  the 
last  thing  Greenspan  wants. 

Contrasting  American  industry  today  with 
where  it  was  for  20  some  years  underscores 
the  true  role  of  the  Federal  Reserve  Board 
chairman  and  his  unique  independence.  Paul 
Volcker  understood  that  what  was  good  for 
General  Motors  and  the  UAW  was  not  neces- 
sai'ily  good  for  the  country. 

Throughout  the  Seventies  a  gendemen's 
agreement  existed  between  the  United  Auto 
Workers  and  die  big  three.  The  autoworkers 
won  annualized  wage  increments  of  up  to  9% 
and  the  car  companies  raised  prices  accord- 


ingly. This  wage  ballet  was  repeated  with 
small  variations  in  steel,  aluminum,  truck- 
ing;^— you  name  it. 

The  inflation  of  the  Seventies  was  wage 
induced.  The  consequence  was  the  Japanese 
fielded  better  cars  at  lower  prices.  It  turned 
out  the  old  price/wage  tango  wasn't  good  for 
General  Motors  after  all.  By  1981  Chrysler 
faced  bankruptcy,  with  GM  and  Ford's  work- 
ing capital  countable  in  months. 

None  of  this  was  lost  on  Paul  Volcker,  who 
shut  down  the  engine  of  wage  inflation  by 
bumping  up  money  market  rates  to  18%.  The 
resulting  1981-82  recession  was  near  disas- 
trous for  the  heartland,  real  estate  operators 
and  Wall  Street.  It  made  Americans  forget 
about  wage  increases  and  start  worrying  about 
their  jobs. 

The  macros  are  so  benevolent 
now  that  they  inhibit  Greenspan's 
ability  to  spoil  the  party. 

By  mid  1982  the  s&p  index  touched  down 
at  100,  yes  100.  Three  of  my  partners  tried  to 
push  me  out  the  42nd-floor  window  of  the 
General  Motors  building  when  I  bought  five- 
year  FNMA  debentures  yielding  15%.  But  all 
this  suffering  was  not  in  vain.  Wage -push 
inflation  was  strangled. 

It  shows  few  signs  of  rising  from  the  grave. 
Bankers  are  much  less  bullish  about  the  con- 
sumer than  is  Greenspan.  Credit  card  delin- 
quencies mount  alarmingly.  Detroit's  auto 
credit  subsidiaries  are  feeling  the  heat,  as  are 
second-mortgage  lenders  and  personal  loan 
operators.  Growth  is  very  restrained. 

The  personal  wealth  effect  that  Greenspan 
senses  as  an  inflationary  bias  so  far  eludes  the 
economists'  timetable.  The  middle  class  has  a 
litde  more  equity  in  their  homes,  but  their 
stock  market  gains  mainly  fall  into  their  pen- 
sion and  profit  sharing  plans.  Nobody  takes 
this  money  out  before  they  are  old  and  gray. 

Black  Monday,  Oct.  19,  1987,  was 
Greenspan's  finest  hour.  He  got  on  the  horn 
and  told  the  banks  they  had  to  lend  money  to 
Wall  Street.  Then  he  dropped  money  market 
rates,  and  longrterm  rates  fell  sympathetically. 
He  kept  money  market  rates  low  so  the  banks 
could  make  themselves  whole  fi-om  their 
leveraged  buyout  and  commercial  real  estate 
stupidities. 

Greenspan  thinks  the  market  is  fiilly  priced 
except  in  the  most  optimistic  scenario.  I 
remain  convinced  that  the  most  optimistic 
scenario  will  prevail.  Warren  Buffett  and 
Greenspan  notwithstanding,  I  still  expect 
10,000  by  2000.  H 
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AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  Wl 


The  FORBES  Stock 
Market  Course 


very  investor  should  own  The  Forbes  Stock 
iarket  Course,  the  practical  handbook  that 
rovides  the  goals  of  today^s  smartest 
westors  —  and  the  strategies  they  use  to 
lach  them. 


mm 


i 


mRTIAL  LIST  OF  TOPICS 


3W to  choose  a  broker — Broker  commissions — Howto  place 
1  order  —  Sources  of  information  —  Market  patterns  (fiow  to 
lart  stock  market  movement)  —  Dollar-cost  averaging  — 
jying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
-  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Lds  and  preferred  stocks  —  Derivatives  including  options  — 
%j\.o  read  a  company's  financial  statement  —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  7776  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  portfolios,  one  for  a  retirement  fund  and  one  for  the 
fimding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  seUing  high  —  a  method  requiring  close  attention.  It  also  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  hilly  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


OROER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89- 50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
\ND  Guarantee 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  717 

□  Check  for  $89.50  enclosed*   □  Charge  my  credit  card 
□  Amex   □  MasterCard   □  Visa   □  Diners  Club 


DDRESS 


Name: 


TY  ;  STATE  ZIP   Number:  Exp.  Date:  /  

*Buyer.s  in  New  York  ( :ity  .M  8  1/4%  sales  tax-  other  NY,  CA,  and  IL  as  required  hy  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  1001 1  smc717 


PERSONAL  AFFAIRS 


EDinD  BY  WlUm  S.  fUl 


Does 

money  buy 
h^piness.^ 

A  raise  is  like  a  martini:  It  elevates  the  spirit,  but 
only  temporarily.  Herein  Warren  Buffett  and  a 
host  of  social  scientists  sound  off  on  one  of 
mankind's  most  vexing  questions. 


By  Dan  Seligman 

WE  HAVE,  AT  LAST,  an  answer  to 
the  eternal  fortune-cookie 
question — a  question  on 
which  philosophers,  psychologists, 
economists  and  even  fortune  cookies 
have  long  been  divided.  The  answer 
is  that  money  bears  an  extraordinari- 
ly weak  and  tenuous  relationship  to 
human  happiness.  Or,  more  precise- 
ly, one's  income  correlates  positively — 
but  rather  weakly — with  one's  feelings 
of  subjective  well-being,  or  SWB. 

I'll  spare  you  the  mathematical 
details,  but  the  bottom  line,  accord- 
ing to  those  who  have  studied  the 
question,  is  that  typically  only  1%  to 
2%  of  people's  differences  in  happi- 
ness is  attributable  to  their  differences 
in  income. 

Astonishing.  We  live  in  a  world 
where  everybody  (give  or  take  Ralph 
Nader  and  some  anchorites)  wants 
more  money.  It's  as  though  1 30  mil- 
lion American  workers  were  going 
through  life  hoping  and  praying  for 
more  money,  and  possibly  even 
knocking  themselves  out  in  efforts  to 
earn  it — yet  somehow  not  noticing 
that  the  raises  they  get  don't  leave 
them  feeling  noticeably  better. 

A  couple  of  footnotes  here.  What 
the  data  suggest  is  that  a  raise  is  like 
a  martini.  It  induces  optimism,  and  it 
elevates  the  spirit — but  only  tem- 
porarily. After  a  few  weeks  the  "happy 


hour"  effect  begins  fading  away.  A 
multiauthored  study  published 
recently  in  the  Journal  of  Personality 
and  Social  Psychology  argued  that  only 
life  events  within  the  past  three 
months  have  any  influence  on  swB. 

The  theory  embraced  by  most 
scholars  suggests  that  all  of  us  have  a 
near-unbudgeable  baseline  to  which 
we  keep  returning  after  each  triumph 
or  defeat.  It  is  this  "set  point"  that 
makes  the  correlation  between  hap- 
piness and  income  so  weak.  All  of 
which  explains  why  Warren  Buffett  is 
only  moderately  happier  today  than 
when  he  was  a  young  man  trying  to 
make  money  by  stooping  at  Ak-Sar- 
Ben.  (This  was  before  he  read 
Graham  and  Dodd.)  Ak-Sar-Ben  was 
a  racetrack  in  Nebraska,  and  stoopers 
are  guys  who  go  around  picking  up 
tickets  in  the  forlorn  hope  that  some- 
body has  accidentally  thrown  away  a 
winner. 

I  called  Warren  and  debriefed  him 
on  SWB  after  coming  across  a  paper 
titled  "Happiness  of  the  Very 
Wealthy,"  which  appeared  a  decade 
ago  in  the  journal  Social  Indicators 
Research.  Like  most  papers  on  happi- 
ness, it  had  a  compound  byline  and, 
as  usual,  one  of  the  authors  was  Ed 
Diener,  a  scholar  based  at  the  Uni- 
versity of  Illinois. 

The  study  by  Diener  et  al.  began 


by  randomly  selecting  100  characters 
from  The  Forbes  Four  Hundred  list 
of  the  wealthiest  Americans.  Approx- 
imately half  of  the  selected  group 
agreed  to  submit  to  rather  detailed 
inquiries,  and  their  swBs  were  then 
contrasted  with  those  of  randomly 
selected  individuals  living  in  the  same 
parts  of  the  country  (meaning  that 
New  York  City,  Florida  and  Texas 
were  overrepresented). 

One  question  was,  "How  do  you 
feel  about  how  happy  you  are?"  You 
get  seven  points  if  you  choose 
"delighted"  from  the  menu,  one 
point  if  you  say  "terrible"  and  other 
numbers  for  intermediate  positions. 
The  average  for  the  superrich  was 
5.82;  for  the  control  group,  it  was 
5.34.  More  than  one-third  of  the 
superrich  scored  below  the  control- 
group  average. 

Buffett  says  he  finds  the  data  con- 
sistent with  his  own  observations  of 
the  billionaires  he  knows.  His  impres- 
sion is  that  nobody  is  really  trans- 
formed by  getting  to  be  a  billionaire. 
But,  he  added,  the  experience  does 
tend,  somewhat  like  the  aging 
process,  to  reinforce  basic  character 
traits.  Interview  highlight:  "If  you 
were  a  jerk  before,  you'll  be  a  bigger 
jerk  with  a  billion  dollars." 

Another  footnote  is  that  if  you  are 
starving  or  freezing,  a  little  money 
does  make  you  happier.  This  point 
surfaces  dramatically  when  you  turn 
from  the  U.S.  findings  to  the  inter- 
national comparisons  of  happiness. 

The  international  data  show  that 
other  than  the  very  poor,  most 
people  in  most  countries  are  at  least 
mildly  happy.  Assessing  national  hap- 
piness levels  is  typically  done  via  ques- 
tionnaires in  which  some  representa- 
tive sample  of  the  population  rates 
itself  on  some  kind  of  quantitative 
SWB  scale.  In  recent  years  Diener  has 
served  up  data  from  many  different 
countries,  with  happiness  ratings  on  a 
scale  from  0  to  10.  He  shows  that 
generally  only  in  the  poorest  coun- 
tries— India  and  Bangladesh,  for 
example — were  average  ratings  below 
5.  The  U.S.,  the  Scandinavian  coun- 
tries, Switzerland,  Austraha  and 
Canada  reliably  come  out  near  the 
top,  reporting  figures  in  the  7.5  to  8 
range.  The  figures  for  Japan  were  dis- 
tinctly lower,  in  a  range  from  5 .4  to 
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6.2.  (There  are  some  indications  in 
the  data  that  societies  emphasizing 
individualistic  values  score  higher.) 
Confirming  the  weakness  of  the 
income/happiness  nexus,  neither  the 
U.S.  nor  Japan  showed  any  rising 
trend  in  reported  SWB  over  the  past 
few  decades,  even  as  their  average 
household  incomes  soared. 

Within  the  U.S.,  Diener's  data 
show  that  men  and  women  are  essen- 


not  to  represent  major  problems. 
Some  of  the  reassurance  has  taken  the 
form  of  studies  in  which  knowledge- 
able third  parties  made  independent 
estimates  of  the  SWB  of  folks  who  had 
responded  to  the  questionnaires — 
and  came  up  with  ratings  similar  to 
the  self-ratings. 

Possibly  the  best  reason  for  taking 
self- reported  SWB  seriously  is  that  it  is 
being  solidly  confirmed  by  a  bur- 


science  at  the  University  of  Wiscon- 
sin, states  that  the  lab  has  confirmed 
the  essential  validity  of  self-ratings. 

Next  question:  Wliy  is  the  connec- 
tion between  money  and  happiness 
so  tenuous?  More  money,  after  all, 
expands  life's  options.  It  makes  prob- 
lems more  solvable.  It  allows  your 
kids  to  go  to  better  schools.  It  trans- 
lates into  better  health.  Why  doesn't 
it  buy  a  degree  of  happiness.^ 


tially  similar  on  swB.  Ditto  for  young 
and  old  and  for  blacks  and  whites. 

Like  a  lot  of  readers,  I  started  out 
somewhat  suspicious  about  the  valid- 
ity of  self- ratings  on  happiness.  What 
if  people  sense  that  you're  "sup- 
posed" to  be  happy,  and  therefore 
feel  obliged  to  overstate  their  swB.'' 
What  if  you  don't  know  whether 
you're  happy.^  What  if  it's  all  garbage- 
in,  garbage-out? 

Such  questions  have  been  shown 


geoning  academic  discipline  called 
affective  neuroscience.  Scholars  work- 
ing in  the  field  can  "see"  happiness 
via  technologies  like  positron  emis- 
sion tomography — the  so-called  PET 
scan — which  enable  researchers  to 
relate  emotions  to  blood  flows  in  the 
brain.  Which  means  that  swB,  long 
regarded  as  inescapably  subjective, 
now  has  objective  counterparts. 

Richard  J.  Davidson,  who  runs  the 
Laboratory  for  Affective  Neuro- 


The  answer  is  that  your  happiness 
is  in  large  measure  genetically 
driven.  You  either  have  happy  genes 
or  you  don't.  The  evidence  for  this 
proposition  comes  primarily  from 
the  University  of  Minnesota's  twin 
study  project  and  was  summarized 
crisply  last  May  in  a  paper  by  two 
scholars,  David  Lykken  and  Auke 
Tellegen.  Its  basic  proposition:  Your 
happiness  depends  on  the  mix  of 
genes  you  happened  to  draw  in  the 
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great  genetic  lottery. 

The  bottom  line  is  that  the  stable 
component  of  happiness — the  so- 
called  set  point — has  a  heritability  of 
about  0.8.  In  other  words,  80%  of 
people's  difference  in  happiness  is 
attributable  to  their  different  genes. 
The  Minnesota  data  show  income 
differences  explaining  onlj^  about  2% 
of  happiness  differences. 

When  vou  move  from  income  data 


and  happiness  reflects  powerfiil  evo- 
lutionary currents — that  happiness  is 
a  "fitness"  trait  in  the  Darwinian 
sense.  Over  many  millennia,  folks 
inclined  to  mope  around  the  mud 
hut  instead  of  hunting  and  gathering 
were  less  likely  to  survive  and  pass 
along  their  genes. 

The  data  now  being  laid  on  the 
table  would  seem  to  have  an 
inescapable  policy  implication.  The 


So,  why  not  relax  and  settle  for  the 
wisdom  of  the  immortal  Adam 
Smith,  who  turns  out  to  have  known 
all  along  that  money  does  not  really 
buy  happiness?  In  The  Theory  of 
Moral  Sentiments^  Smith  describes 
"the  poor  man's  son,  whom  Heaven 
in  its  anger  has  visited  with  ambi- 
tion," but  who  ends  up  discovering 
that  the  "elegant  repose"  he  has 
sought  for  his  old  age  cannot  match 


to  data  on  occupational  status,  the 
finding  is  similar:  virtually  no  correla- 
tion between  occupation  and  feelings 
of  well-being.  On  a  well-being  scale 
of  1  to  5,  all  major  occupational 
groups  had  averages  close  to  3.5,  and 
professionals  were  only  a  whisker 
higher  than  laborers. 

The  Minnesota  data,  like  the 
Diener  data,  leave  you  somewhat  sur- 
prised at  the  overall  levels  of  happi- 
ness out  there.  David  Lykken  argues 
that  this  persistent  link  between  genes 


basic  happiness  findings — a  tenuous 
link  to  income,  a  strong  link  to 
genes— are  clearly  at  odds  with  the 
concerns  about  income  inequality 
insistently  registered  these  days  by 
battalions  of  op-edsters  and  econo- 
mists. Why  would  we  want  to  accept 
all  the  inefficiencies  associated  with 
income  redistribution  when  we  start 
out  knowing  that  the  folks  down 
there  in  the  lower  deciles  won't  end 
up  much  or  at  all  happier.^  (For  more 
on  income  distribution,  see  p.  85.) 


the  "contentment  which  he  has  aban- 
doned for  it."  I  confess  to  having 
been  steered  to  this  marvelous  pas- 
sage by  Nobel  laureate  Gary  Becker, 
who  mentions  that  he  had  been 
steered  to  it  by  Nobel  laureate 
George  Stigler. 

To  those  who  still  lust  for  money 
after  reading  this  article,  and  they  are 
doubtless  a  landslide  majority,  note 
that  Warren  Buffett  also  points  out 
that  "happiness  does  not  buy 
money."  H 
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"Are  you  Kissinger^' 

Okay,  Villa  Vera's  funky.  But  if  you  don't  mind  the  missing  tiles  and  cranky 
plumbing,  it's  got  charm  and  luxury  at  a  price  that  won't  break  you. 


By  Christopher  Pahneri 

Getting  to  Mexico  quickly  and  in- 
expensively is  one  advantage  of  living 
in  Houston.  Valentine's  Day  weekend 
my  girlfriend,  Jennifer,  and  I  decided 
on  Acapulco  for  a  fast  break.  Airfare 
deals  got  us  there  cheaply,  so  we 
decided  to  splurge  on  accommoda- 
tions. We  stayed  at  the  grand  old 
Villa  Vera  Hotel  &  Racquet  Club. 

It's  where  Elvis  Presley  shot  Fun 
in  Acapulco  and  Elizabeth  Taylor 
married  Mike  Todd,  with  Debbie 
Reynolds  and  Eddie  Fisher  as  atten- 
dants. Legend  has  it  that  Henry 
Kissinger  was  such  a  regular  it 
prompted  a  joke  about  a  night  clerk 
who  calls  the  Secretary  of  State's 
usual  room  and  asks  a  startled  honey- 
mooner:  "Are  you  Kissinger?"  You 
can  guess  the  punch  line. 

Henry  hasn't  been  around  in  a 
while  (neither  has  Liz),  but  we  were 
intrigued  by  the  legend  of  the  place. 
A  Spanish-speaking  colleague  booked 
directly  for  us  (011-527-484-0333), 
saving  25%  off  the  rack  rate.  For 
$150  a  night  we  had  our  own  villa, 
with  a  marble  veranda  spilling  onto  a 
private  pool  and  a  view  of  the  bay. 
Gorgeous. 

The  Villa  Vera  has  seen  better  days. 
The  power  went  out  our  first  night, 
and  a  drunk  kept  us  up  by  singing  at 
the  top  of  his  lungs  in  Spanish.  The 
tiles  needed  tiling,  and  the  fixtures 
needed  fixing. 

The  four-decades-old  resort  was 
purchased  four  years  ago  by  a  group 
of  Latin  American  investors  who 
promptly  went  under  in  the  wake  of 
Ivlexico's  1994  peso  devaluation.  So 
did  their  bank.  Banco  Union,  which 
is  now  in  the  hands  of  the  Mexican 
government. 

Acapulco's  not  what  it  once  was. 
The  downtown  is  a  tack\  strip  of  fast- 
food  joints,  tourist  shops  and  discos. 

But  if  you  don't  mind  he  missing 


tiles.  Villa  Vera  can  be  lots  of  fun. 
Cabana  boys  in  white  linen  outfits  lay 
out  your  towels  and  adjust  your 
umbrella.  Our  room  service  waiter 
appeared  at  our  door  with  the  tray 
balanced  on  his  head. 

With  just  74  guest  rooms  the  Villa 
Vera  is  cozy  enough  for  guests  to  get 
to  know  the  staff  by  name. 

Breakfast,  served  at  the  open-air 
restaurant  overlooking  Acapulco  Bay, 
made  us  forget  that  we  were  kept 
awake  by  the  soused  crooner.  A  caviar 
omelette,  a  bagel  with  salmon  and 
cream  cheese  and  a  mimosa  cost  80 
pesos  ($10). 

We  had  a  great  dinner  of  fresh  red 
snapper  at  Madeiras,  one  of  Acapul- 
co's best,  which  set  us  back  just  $70, 
including  tax  and  tip.  The  cool  ocean 
breeze  and  twinkling  lights  of  the  city 
below  created  a  peaceful  prelude  to 
the  next  item:  disco-hopping. 

The  hottest  place  in  town  was 
Baby  O's,  popular  with  wealthy 
young  Mexicans,  dubbed /j'twj  (liter- 
ally, strawberries).  The  place  was  stag- 
ing its  annual  pajama  party  that 
night,  but  we  were  determined.  The 
Wal-Mart  across  the  street  was  open, 
and  for  $20  we  outfitted  ourselves  in 
pj's  and  joined  the  party.  A  steep 
cover  charge — $12  for  men, $6  for 
women — kept  the  crowd  manage- 
able. When  we  left  at  around  3  a.m., 
it  was  still  jumping. 

One  of  the  Villa  Vera's  investors, 
Mexican  businessman  Jesus  Vidal, 
says  a  $12  million  cash  inflision  from 
an  American  resort  operator  is  immi- 
nent. "We  are  going  to  turn  the  Villa 
Vera  into  a  world-class  spa,"  Vidal 
says.  But  there's  a  certain  raffish 
charm  about  the  place  as  it  is. 
Besides,  if  they  ever  fix  the  place  up 
you  won't  get  our  villa  for  $150  a 
night — and  that  caviar  omelette  will 
set  you  back  a  lot  more  pesos.  Wtk 


Acapulco's  Villa  Vera  Hotel 

The  beautiful  people  have  moved  on, 

but  so  have  the  rich  prices. 
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THE  UNABRIDGED  VERSION 
OF  THE  SPORT  UTILITY  VEHICLE. 


tk  an  unedited  interior  volume  of 
8  cu  ft,  tke  Yukon  four-door  is  a 
finitive  piece  of  work.  And  it's 
■eady  getting  excellent  reviews. 

M  AWARD  THAT  SPEAKS 
DLUMES.  J.D.  Power  and 
Associates 
k  a  s 


comfort    and  perf 


o  r  m  a  n  c  e  . 


ranked  Yukon  tke  most 
appealing  fullsize  sport 
utility,*  kased  on  owner 
ratings  of  over  100 
attrikutes  including  style. 


AN  INTRIGUING  STORY 

OF  POWER.  Witk  an  exkila- 
rating  255  kp  engine,  tke 
Yukon  kas  tke  most  korse- 
power  in  tke  fullsize  utility 
class.**  And  kecause  safety 
matters,  every  Yukon  comes 
witk  standard  dual  air  kags.  So  krowse 
www.yukon.gmc.com  or  call 
toll-free  1  -  8 8 8  - 4 A-YU  KG N. 
And  1  earn  wky  Yukon  is  tke  last 
word  for  dciminating  tke  road. 


YU  KON 


COMFORTABLY 


PERSONAL  AFFAIRS 


In  the  classic  film  North  by  Northwest,  Gary  Grant  disrupts  an  auction  in  order  to  summon  cops 
In  real  life,  auctioneers  are  the  slick  stars. 

How  to  avoid 
getting  hammered 

Without  knowing  the  tricks  of  the  trade,  you're  toast  for  the  auctioneer. 


By  Doris  Athineos 

When  Boston  money  manager 
Scott  Black  bids  at  auction,  he 
sometimes  appears  to  salute  the  auc- 
tioneer. The  salute  is  not  an  oddball 
bidding  signal.  He's  cutting  the  bid 


increment  in  half. 

At  Sotheby's  in  November  1995 
his  salute  saved  him  a  nice  piece  of 
change  on  his  winning  bid  of  $1.25 
million  for  a  Cezamie  painting.  "Why 


go  in  $100,000  increments  if  you  can 
cut  it  in  half?"  asks  Black,  president  of 
Delphi  Management.  Each  year  the 
Boston  bachelor  spends  millions  on 
impressionist  and  modern  paintings, 
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;d  in  from  of  7.   I'm  sorry"  by  Lichtt 


Should  businesses  invest  in  the  arts? 

SunAmericas  Eli  Broad  is  positively  delighted  he  did. 


Eli  Broad,  Chairman  and  Chief  Executive  Officer  of 
SunAmerica  Inc.,  speaks  about  business  and  the  arts 
with  David  Finn,  board  member  of  the  Business  Com- 
mittee for  the  Arts,  Inc.,  and  Chairman  of  Ruder  *Finn. 

"I  had  little  formal  exposure  to  art  as  a  child. 
However,  my  parents,  who  were  Lithuanian 
immigrants,  provided  an  environment  in  which 
intellectual  pursuits  and  independent  thinking 
were  highly  valued.  This  gave  me  a  strong  founda- 
tion for  appreciating  art  as  an  adult. 

"I  graduated  from  Michigan  State  University  in 
1954  with  a  Bachelor  of  Arts  degree  in  accounting. 
In  1957  Donald  Kaufman  and  I  founded 
Kaufman  &  Broad,  a  homebuilding  firm  that  was 
the  predecessor  of 
SunAmerica. 
"In  the  early  '70's  1  met  Taft  Schreiber,  one  of 
the  co-founders  of  MCA.  He  was  a  very  knowl- 
edgeable art  collector,  and  introduced  me  to 
museum  directors,  curators  and  artists.  I  soon 
became  an  avid  student.  I  think  I  gravitated 
toward  contemporary  art  in  particular  because  of 
its  immediacy  and  energy. 

"Soon  1  started  to  collect.  Today  I'm  involved  with 
three  collections.  My  wife  and  I  started  our  private 


The  Art  of  Leadership 


collection  first.  It  is  composed  of  works  primarily 
from  the  1950's  and  later,  and  currendy  includes 
more  than  300  paintings,  drawings  and  sculptures. 

"Our  private  collection  grew  so  rapidly  that 
we  ran  out  of  space  to  exhibit  the  works  and 
were  faced  with  having  to  put  many  important 
pieces  in  storage.  This  was  unacceptable  to  us  - 
especially  when  many  American  museums  were 
unable  to  purchase  important  works  because 
of  growing  operating  costs,  reduced  financial 
support  and  escalating  prices  in  the  art  market. 
In  1985  we  established  The  Eli  Broad  Family 
Foundation.  The  Foundation  serves  as  a 
resource  for  museums  and  university  galleries. 
More  than  200  museums  around  the  world 
have  borrowed  from  the  Foundation  collection 
which  includes  more  than  500  contemporary 
works  created  berween  1975  and  the  present. 

"The  third  collection  is  the  SunAmerica 
corporate  collection.  It  is  devoted  to  original 
works  by  Southern  California  artists.  We  wanted 
to  provide  a  cultural  benefit  to  our  employees,  so 
we  installed  art  in  every  individual  work  area, 
as  well  as  in  all  the  common  areas  in  our  head- 
quarters building.  There  is  something  for  the  eye 


and  mind  everywhere  you  look.  The  corporate 
collection  also  demonstrates  to  business  partners 
and  to  the  community  that  the  company  values 
culture,  as  well  as  bottom-line  business  results. 

"Contemporary  art  has  enhanced  my  life 
immeasurably.  I  have  tried  to  return  this  gift 
with  a  meaningfiil  contribution  of  my  own. 
My  role  as  the  Founding  Chairman  of  The 
Museum  of  Contemporary  Art  in  Los  Angeles 
is  one  example. 

"I  believe  a  coordinated  effort  by  business  and 
arts  leaders  could  produce  significant  economic 
and  cultural  benefits  for  citizens  collectively  and 
individually,  now  and  in  the  future.  SunAmerica 
strongly  supports  this  effort  and  encourages 
others  in  the  business  community  to  join  us." 

The  most  respected  companies  in  the  world  are  involved 
with  the  arts  in  altogether  new  ways.  To  form  an 
alliance  that  meets  your  strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway,  Suite  5 JO 
New  York,  New  York  10019 
212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW,  Inc. 


PERSONAL  AFFAIRS 


COLLECTORS 


Christie's  chief 
auctioneer, 
Christopher  Burge, 
knocks  down 
a  Roy  Lichtenstein 
for  $2.5  million 
A  million  dollars 
worth  of  art 
a  minute. 


but  not  a  penny  more  than  he  has  to. 

Savvy  collectors  like  Black  know 
that  auctioneers  are  their  adversaries 
at  auctions — even  more  so  than  other 
bidders.  They  are  masters  at  reading 
the  crowd  and  stoking  flush  collec- 
tors. Woe  betide  the  bidder  who  isn't 
wise  to  their  wiles. 

Those  auctioneers  know  how  to 
get  the  bidders  worked  up  to  the 
point  where  the  urge  to  win  overrules 
better  judgment.  "The  intimidation 
factor  is  high,"  says  Black,  "and  auc- 
tioneers are  good  at  milking  bids." 
But  only,  of  course,  if  the  collector 
wants  to  give  milk. 

Christie's  chief  auctioneer,  Christo- 
pher Burge,  is  considered  one  of  the 
best  auctioneers  in  the  worlci.  In 
November  Burge  moved  $1  million 
worth  of  art  per  minute.  "A  mixture 
of  fear  and  adrenaline  locks  me  into 
the  zone,"  says  the  British-born 
Burge,  who  can  spot  the  eager  bid- 
ders in  the  crowd  a  mile  away. 

Rookies  are  easy.  "Virgin  bidders 
look  like  the  Statue  of  Liberty," 
laughs  auctioneer  Scott  Trepel  of 
Siegel  Auction  Galleries  in  Manhat- 
tan. But  even  seasoned  pros  sit  up 
straight  in  their  chairs,  adjust  their 
ties  and  square  their  shoulders  before 
bidding.  "It's  like  clearing  your 
throat  before  you  get  on  the  tele- 


phone," says  Burge,  who  knocked 
down  Van  Gogh's  "Dr.  Gachet"  for  a 
record  $82.5  million  in  1990.  That 
lot  was  bid  up  in  milhon-dollar  incre- 
ments— no  salutes,  thank  you. 

Whenever  bidders  hesitate,  Burge 
merely  raises  a  questioning  eyebrow 
and  waits.  "When  they  shake  their 
heads,  I  immediately  know  if  they 
have  another  bid  in  them  or  they 
really  mean  it,"  says  Burge,  49,  who 

'^he  intimidation  factor 
is  high,  and  auctioneers 
are  good  at  milking  bids." 
But  only,  of  course,  if  the 
collector  wants  to  give  milk. 

played  himself  in  the  films  The  First 
Wives  Club  and  Wall  Street. 

How  should  the  bidder  deal  with 
the  pressure?  "Make  every  bid  look 
like  your  last,"  advises  Trepel. 

Probably  one  of  the  least  successfial 
strategies  you  can  employ  is  jumping 
a  bid  to  psych  out  the  competition. 
Say  the  increment  is  $100,000.  You 
suddenly  bid  $200,000  over  the  pre- 
vious bid.  You  might  frighten  off 
some  skittish  rookies  but  not  the 
pros.  And  you  could  wind  up  going  a 
bid  too  far. 


American  furniture  dealer  Dean 
Levy  was  bidding  on  behalf  of  a  client 
for  a  Chippendale  chest  of  drawers  a 
few  years  ago.  Levy  was  dueling  with 
a  single  bidder  past  $300,000  when 
he  hit  his  $450,000  limit.  Suddenly 
the  competitor  called  out  $600,000. 
"He  owned  the  chest,  but  he  cost 
himself  $150,000,"  laughs  Levy.  It's 
no  surprise  that  auctioneers  never 
refuse  a  jumped  bid,  but  Sotheby's 
auctioneer  Hugh  Hildesley  says,  "I 
doubt  if  other  collectors  are  influ- 
enced by  this  show  of  bravado." 

Know  the  playing  field  at  an  auc- 
tion. Key  players  stake  out  certain 
salesroom  turf.  Prime  real  estate  at 
Sotheby's  and  Christie's  auctions  is 
ten  rows  back  from  the  rostrum. 
Here  you  can  keep  an  eye  on  the 
competition  without  craning  your 
neck,  but  you  are  not  at  the  feet  of 
the  auctioneer.  You  won't  rate  those 
seats  at  an  impressionist  sale  unless 
you're  a  heavy  hitter. 

Art  dealers  prefer  the  back  of  the 
room  so  they  can  spot  new  collectors 
whom  they  hope  to  make  clients. 

To  escape  the  intimidating  atmo- 
sphere of  the  auction  room,  some 
buyers  prefer  to  bid  by  telephone. 
This  method  has  its  advantages — and 
drawbacks. 

William  M.B.  Berger,  a  director 
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and  former  president 
of  Denver-based  Berger 
Funds,  never  shows  up  in 
the  salesroom.  "It's  hke  a 
portfoUo  manager  and  his 
trader,"  says  Berger,  who 
collects  British  and  Ameri- 
can paintings  and  Chinese 
decorative  arts.  "I  don't 
have  to  go  down  to  the 
trading  floor,"  he  says. 

Berger  never  sets  a  limit 
on  his  spending  until  he 
finds  out  how  much  the 
competition  is  willing  to 
spend.  "The  bidding 
process  refines  my  judg- 
ment," he  says.  Bidding  by 
phone  allows  him  to  con- 
centrate without  the  dis- 
tractions of  the  salesroom. 

But  phone  lines  can 
always  go  dead.  Berger 
planned  to  phone-bid  from 
Tangier  last  year,  but  could- 
n't make  the  connection.  He 
lost  a  chance  at  an  Albert 
Bierstadt  painting.  It  hurt, 
but  not  enough  to  change 
strategies.  "The  whole  point 
of  art  auctions  is  not  to  pay 
the  highest  price.  And  I  feel 
comfortable  bidding  over 
the  telephone." 

Phone  bidders,  however, 
should  be  wary  of  what  is 
known  as  "bidding  against 
the  reserve" — ^which  can  be 
very  expensive.  The  reserve 
price  is  the  absolute  mini- 
mum price  that  a  seller  will 
accept.  It  is  kept  secret  ^^^H 
from  bidders,  naturally, 
and  is  at  or  under  the  low  estimate 
printed  in  catalogs.  Auctioneers  obvi- 
ously want  bids  to  meet  or  exceed 
that  reserve.  No  sale,  no  commission. 

So  auctioneers  will  sometimes 
open  a  lot  by  pretending  to  take 
"chandelier"  (fictional)  bids  until 
they  hit  that  reserve.  The  auctioneer 
usually  doesn't  describe  where  the 
offers  are  coming  from — telephone, 
salesroom  or  orcier  (absentee)  bid. 
But  collectors  attending  the  auction 
know  that  no  one  in  the  auction 
room  is  raising  a  paddle. 

"Phone  bidders  don't  know  when 
they're  bidding  against  the  reserve," 
warns  David  Nash,  former  head  of 


SRO  crowds  flocked  to  Sotheby's  auction  of  Jackie  O's  wares 
"Virgin  bidders  look  like  the  Statue  of  Liberty." 


Sotheby's  impressionist  paintings 
department  who  now  runs  a  gallery 
and  art  advisory  service  in  Manhat- 
tan. "If  they  were  to  stop  bidding, 
the  art  could  possibly  be  had  for  a  lot 
less  after  the  auction."  (To  avoid  bid- 
ding against  the  reserve,  don't  bid 
until  other  bids  come  in  close  to  the 
low  estimate.) 

Some  collectors  are  so  intimidated 
by  the  auction  process  that  they  hire 
professionals.  Museums  do  it  to  cloak 
their  interest  or  co-opt  the  com- 
petition. When  the  Metropolitan 
Museum  of  Art  wanted  a  Velazquez 
painting,  they  went  to  old- master 
dealer  Daniel  Wildenstein.  He  bagged 


"Juan  de  Pareja"  for  $5.5 
million,  a  record  price  for  a 
painting  in  I97I  but  still  a 
relative  bargain.  Wildenstein 
didn't  charge  the  Met  for 
his  services;  good  relations 
with  a  major  museum  are 
important  to  a  dealer.  A 
former  director  of  the  Met- 
ropolitan, Thomas  Hoving, 
explains:  "When  the  Met 
really  wants  something, 
dealers  usually  back  off  The 
tliinking  goes:  'The  Met  is  a 
client.  Who  needs  to  rough 
'em  up?'  The  Getty  has  the 
same  privilege." 

If  you  hire  an  art  dealer 
to  bid  for  you,  figure  on 
paying  up  to  about  5%  of 
the  selling  price;  but  some 
dealers  do  it  for  free  for 
their  best  clients. 

Want  to  test  your  bid- 
ding techniques  without 
spending  a  dime?  Christie's 
and  Sotheby's  hold  mock 
auctions  to  get  you  into  the 
swing  of  things.  In  New 
York  City,  Christie's  (212- 
606-0430)  will  hold  its 
next  class  in  mid-June; 
Sotheby's  (212-606-7000) 
resumes  its  auction  classes 
in  the  fall. 

Manhattan  is  going  into 
the  heavy  auction  season. 
On  May  12  Christie's  plans 
to  hammer  down  a  portrait 
of  Cezanne's  wife  for 
about  $25  million.  Sothe- 
by's follows  the  next  day. 
Its  prize  lot  is  a  portrait  of 
Modigliani's  mistress,  expected  to  go 
for  $8  million  to  $10  million. 

You  don't  have  to  be  a  collector 
to  have  fun  at  an  auction.  Spectators 
attend  the  big  impressionist  auc- 
tions, for  example,  just  to  watch  the 
big  shots  toss  their  money  around. 
It's  the  cheapest  theater  in  town. 
Call  the  bid  offices  of  Christie's 
(212-546-1127)  or  Sotheby's  (212- 
606-7171)  for  free  tickets  to  the 
evening  auction.  If  you  want  to  try 
your  hand,  consider  reading  Hildes- 
ley's  auction  primer,  The  Complete 
Guide  to  Buying  and  Selling  at  Auc- 
tion (Norton,  $25).  It  comes  out 
in  June.  H 
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Receive  Value  Line 
for  only  $^  $55 


An  introductory  subscrlpHon  to  The  Value  Line  Investment  Survey 

W      brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  lo  Invest  in  Common 
Slocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
>?5:$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  Industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Make  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription.  Your  subscription  may  be  tax 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

Ext.  2903  Dept.  91 6M21  American  Express.  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week.  I(  you  are  nol  completely  satisfied  return  all  materials  in  good  conditKjn  wittiin  30 
days  Irom  the  start  ot  yout  trial  subscription  lor  a  tull  refund  of  your  lee.  Allow  4  weeks 
lot  delivery.  NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

\The  Value  Line  Investment  Survey®, 

PO  Box  3988  New  York. 
NY  10008-3988_ 
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CONSULTING 

✓  Substantial  Income 
/  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
/  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-660-0330 
Mon-Fri,  9am  -  5:30  pm,  CST 


Confidential  Banking 


for  your  Wealth  Management  we  offer 
•Protection  from  Lawsuits 
•Brokerage  Services 
•Reduce  Income  Taxes 
•Asset  Protection  &  Privacy  •Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


INTERNET  ADVERTISING 
$$**EXPLOSION**$$ 

CASH  IN  BIG  TIME  ON  THE  INTERNET  WITH 
@d:nn  INCREDIBLE  BL'SINES.S  OPPORTUNITY! 

For  information  call  us  at: 

Telephone  (864)  282-2854  Fax  on  Demand 
(201 )  335-9741  request  doc#207 

LET  THE  POWER  OF  THE  INTERNET  WORK  FOR 
YOU  'WEB  PAGES  'DIRECT  E-IWAIL  "CLASSIFIED 
•I-MALL  CALL  US  FIRST! 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVl,  Cayman 

Tnuo.  Elanit  &  ISecunnei  Accts,  '"ile 
Crtdit  Catii 
V.sa/MC/Amcx  '^'"P/< 

(800)  551-9105 

htTp:/A"yw.»kYsuff.com/uc 


Hospital 
Robberies 

Our  proprietary  system  of  reviewing 
hospital  bills  for  overcharges  has  created 
a  highly  lucrative  niche  business  for  the 
past  1 1  years.  With  studies  revealing  that 
97%  of  all  hospital  bills  contain  mistakes, 
pauents  and  their  insurers  gladly  pay  us 
fifty  cents  of  every  dollar  we  recover  in 
refunds.  This  business  works  with  all 
kinds  of  insurance.  We're  now  training 
entrepreneurs  in  other  cities  to  dupUcate 
our  success.  Very  substantial  income  po- 
tential. Home-based  okay  -  part  or  full- 
time.  $10,0(X)  investment  required.  Call 
for  more  information  including  free 
literature  &  video  tape:  (800)700-7089. 


INCORPORATE  IN  DELAWARE 


Speddisft  91  setting  up  Oekiwnre  Cnponitions.  Gened,  Aifooft, 
B<)at  &  Shelf  Corporations.  Coll  Of  write  for  oui  fKCC  KIV 

m  prowiot  cwmSMffoi 

rmeuM*  rale. 

351 1  Silveiside  Rd,  #)05^^B •  Wilmington,  OE  US*  19810 
302-477-9800  •  80O32K0RP  •  FJX  302-477-981 1 
E-adI:  caip@(lel(eg.coin  •  lilmNt:  h11p://delreg.com 


Earn  a  Doctor's  salary  while  working 
at  home.  Leading  fiealth  &  business 
professional  network  company  seeks  self- 
starters  to  partner  with  dentists,  physicians 
&  veterinarians.  Six  figure  income  potential 

Full  Training  Provided! 
Call  1-800-999-9551,  x444 
For  FREE  Info  Package/Audio  Tape 


INVESTOR/PARTNER  WANTED 
HORSE  RACING  BUSINESS 


Breeding,  Buying,  Selling,  Racing 

Call  Steve 
800-670-8813 
516-825-1421 


S  OVER  ONE  BILLIONS 


WORTH  Of  BUSINESSES  FOR  SALE  lY  OWNERS 
Miior  MMjttelirliig  le  Smili  Rftiil  Skopi 
^^^^  No  Brokerage  Fees 

1 -BOOMS-SALE 
6REAT  WESTERN  business  stRvicts.  mc 


NATIONWIDE 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in  Business  Admin,  Public  Admin 

Healtfi  Care  Admin,  Human  Resources, 
Finance,  Intemational  Business.  Tech  Mgml 
Law.  Paralegal,  Psychology  Call  lor  brochur 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1 840  E  1 7  St  -  F  Santa  Ana.  CA  92705 
http://www.scups.edu 
Email:  enroll(5)scups.edu  


MBA  BY  Distance  liMNim 

Maior  Britisti  university  offers  accreaitefl  MBA.  ni 
Bactielof's  or  GMAT  neeOed.  Chosen  Dy  Economig 
Intelligence  Unit  as  one  of  world's  best  f^BA  programg 

HEf^lOT  WAH  UNIVERSITY  |  (800)  MBA-070" 
North  American  Oistribulor  1  •  Ask  for  ext.  I 
6921  Stockton  Ave  Suite  C  El  Cerrilo  CA  94530 
For  immediate  FaiBack  literature:  from  your 
ta«  machine's  plione,  call  (510)  486-8900. 


COLLEGE  DEGREE 

BACHB.OR's  •  master's  •  CXJCTORAT 

For  Work   Lite  and  Academic  Experience 

Earn  your  (degree  through 
convenient  home  study 

(800)  423-3244  ex.  185 
Fax:  (310)471-6456 

send  detailed  resume  lor  mci  i ftu/inc 

Pacific  Western  University 

1210  Auatii  street,  Dept.249,  Honolulu,  HI  96814-4922 


It  keeps 
more  tlian 
meinories 
alive 


THE  AMERICAN  HEART 

ASSOtlATION 
IvIEMORlAL  PRCERAM. 

1-800-242-8721 


Ameitcan  Heart  Association 

This  space  provided  as  a  public  service 


Forbes 

CAPITALIST  TOOL« 


•REACH  THE  AFFLUENT* 


Forbes 


AUIOMailLtS 

ilRSGHEFEST'97 


;  Porsches  on  the  Autobahn  •  Tour 
mttgart  Porsche  factory  •  Ride  with  a 
issional  race  driver  •  Much  more! 
3th- 18th  Fast  Lane  TVavel,  Inc. 
or  details:  ™'P*K;"'^^'1-^™ 

Voice  MaO  301-77(M55*i 


$350,000++  Potential 
Annually  FROM  HOME 

i  and  more  possible  annually  from  one-time 
'p  of  le5^<;  than  $10K.  $75K  potential  1st  few 
hs.  One  year  old,  global  company, 
-through  product  and  profit  stmcture.  Worit 
wherever  you  have  phone,  fax.  No  inventory 
ing  expenence  required.  No  meetings,  not 
Call  now— 1-800-432-0018  x2776  for  24 
minute  message. 


HftUmiGlflS 


ack  pain? 


ir  Based  on  the  Alexander 
inique,  PosturEvoluClon  is  not 
imply  a  seating  device,  it's 

:ong-term  approach 
to  back  care. 

ur  seat  support  guides  you 

into  sitting  properly, 
knd  good  posture  can  lead 
immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


G[M  STONES 


IVESTMENT  GEMSTONKS 
lARANTEED  MOUIDITY!! 
We  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
ree  wholesale  catalog  since  1967! 
Member:  Jewelers  Board  of 
Trade  &  Chamber  o  f  Commerce. 

HOI  SE  OF  ONYX 
Main  St..  Greenville,  KY  42345 
00-844-3100  or  FAX  502-338-9605 


Classified 


BUSINESS  OPPOmUNIIIES 


Begin  part  time  and  keep  your  present  job! 


1 35+  Hot  Businesses  you  can  run 
at  home  with  a  computer 

Now  you  can  set  up  and  run  your  own  computer 
services  business  right  in  your  home. 
Only  CBSI  gives  you  everything  you  need: 

computer  equipment,  software,  step-by-step 
training — vou  do  not  need  to  own  or  know  how 
to  use  a  computer 

Why  work  for  someone  else? 

Enjoy  personal  and  financial  freedom 
with  CBSI  experts  behind  you!  "I?™"" 

Gret  FREE  cassette  tapes  and  information  kit. 


Call:  1-800-343-8014,  Ext.  5015 


as 


BOOMTHORS/PUBUSilERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  sub/ects  considered: 
Fiction,  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

wnte  or  send  your  manuscript  to: 

MINERVA  PRESS 

2  OLD  BROMPTON  ROAD,  LONDON  SW7  3DQ,  ENGLAND 


IRAVEL/VACAIIONS 


SWISS  ALPS 


The  "Hikers  Paradise,"  Moderate 
optional  lengtti  DAY  tiiking  on  skyline 
trails.  Basing  1  week  at  12  charming 
3-4  star  mountain  inns.  Our  20th  year 
Free  color  brochure.  (330)  867-3771, 
ALPINE  ADVEtrrVJRETRAILS  TOURS,  INC. 

783  Cliffside  Dr.  218,  AKRON  OH  44313 


Franchise 

your  business! 

For  the  expert  help  you  need  call: 
1-800-FRANCHISE 
(1-800-372-6244) 

Francofp*  ^„ 

Specialists  In  Franchise  Development  '  ° 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-indusive  fractional  ownership  of 
Learjet  '  and  Challenger-  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 

!^ 

BUSINESS 

]etS(diiti(ms 


Thl  ExEnmvF.  Aviation  Afruate  of 

AmericanAirlines' 


FINEARI 


DALI 

;ollect  Rare.  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or (310)  798-1360 


SILVERSTATE  FINE  ART 


EXECUTIVE  GIFTS 


[SHipdr  Yacht] 

{REPRODUCTIONS  \ 
\    Built  By  Master  Crafkmen  y 


Limited  Edition  i  Custom  Yachts 

SEACRAFT 


7S50  E.  Evans  M.  tm.  Scottsdile  A2  85260 
Fax  (602)  998-2314 
Mall  (800)  356-1987  For  Our  Catalog, 


RACECARDBIVING  SCHOOL 


PS  available  year  round  at  Athnta,  Charlotte.  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99, 
For  more  information  and  a  free  brochure,  call: 

hBOO'BE'PETfY 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183 

e-mail:  lloren@forbes.com 


The  Horatto  Alger  Association 
Proudly  Merles  its  50th  Anniversary 
by  tntroducing  the  Class  of  1997: 


The  1997  Horatio  Alger  Award  Winners 

Carlos  H.  CantUy  President  and  CEO,  ServiceMaster  Company^  LP. 
Mary  Higgins  Clark,  Author 

Robert  L.  Crandall,  Chairman  and  CEO,  AMR  Corporation/American  Airlines,  Inc. 

Michael  S.  Egan,  Chairman  and  CEO,  Alamo  Rent  A  Car,  Inc. 

Alan  Ace  Greenberg  Chairman,  Bear  Steams 

John  Grundhofer,  Chairman,  President  and  CEO,  First  Bank  System 

Jon  M.  Huntsman,  Chairman  and  CEO,  Huntsman  Corporation 

James  Earl  Jones,  Actor 

Patrick  C.  Kelly,  Chairman  and  CEO,  Physician  Sales  &  Service,  Inc. 
Walter  Scott,  Jr.,  Chairman  and  President,  Peter  Kiewit  Sons,  Inc. 
R.E.  Turner,  Vice  Chairman,  Time  Warner,  Inc. 

"On  April  25,  1997  The  Horatio  Alger  Association  will  bestow  on  these  distinguished  Americans  the  Horatio 
Alger  Award.  This  special  award  is  given  to  that  rare  individual  who  with  hard  work,  perseverance,  integrity  and 
ethics  is  able  to  overcome  early  obstacles  to  reach  a  high  level  of  achievement.  Since  its  founding  50  years  ago, 
it  has  been  the  Association's  mission  to  provide  young  people  with  role  models  who  represent 
the  ideals  this  country  was  founded  on.  This  year's  recipients  truly  embody  the  high 
standards  of  the  Assoc.  .  'on.  We  salute  and  thank  these  modern-day  heroes." 

Joseph  Neubauer,  George  L.  Argyros, 

Chairman  of  the  Awards  Activities  and  President  and  CEO, 

Chairman  and  CEO,  ARAMARK  Corp.  The  Horatio  Alger  Association 


FUSHBACKS 

EDITED  BY  DERO  A.  SAUNDERS 

"The  more  things  change..." 


70  years  ago  in  Forbes 

(From  the  issue  oe  Apr.  15,  1927) 


Stone  blasted  from  Stone  Mountain,  Ga., 
said  to  lie  the  largest  ever  quarried. 


"Ford's  output  this  year  is  running 
about  one-third  of  what  it  was  in 
1925.  Instead  of  selling  2  million  cars 
this  year,  it  is  operating  at  the  rate  of 
between  half  a  million  and  tliree-quai^- 
ters  of  a  million  cars.  One  General 
Motors  unit  alone,  Chevrolet,  is 
declared  to  have  produced  and  sold 
this  year  some  25%  more  cars  than 
Ford." 

"It  will  astonish  many  to  learn  that 
in  certain  European  countries  laws 
have  been  passed  since  the  World  War 
compelling  employers  to  grant  wage 
earners  annual  vacations  with  pay. 
Such  laws  are  the  rule  rather  than  the 
exception  in  the  new  democracies." 

60  years  ago 

(From  the  issue  oe  Apr.  15,  1937) 
"From  all  over  the  country  come 
reports  of  tremendous  demand  for 
college  men.  Yale  expects  the  great- 
est rush  in  eight  years.  Northwestern 
says,  'It  is  now  becoming  a  problem 
to  find  the  men  for  the  positions.' 
Dean  Wallace  Donham  of  Harvard 
Business  School  says,  'We  believe 
that  we  will  not  even  have  the  men 
to  fill  the  demands  of  many  firms 
who  come  to  us  year  afiier  year.' " 

"Late  in  April,  air-minded  travelers 
will  be  able  to  buy  tickets  for  a  com- 
plete round-the-world  flight  in  28 
days.  Pan  American  Airways'  China 
Clippers  and  Germany's  zeppelin 
Hindenbur0,  spanning  the  oceans, 
will  cooperate  with  transcontinental 
airlines  in  the  service." 


50  years  ago 

(From  the  issue  oe  Apr.  15,  1947) 
"The  Republican  Congress  has  not 
thus  far  lived  up  to  expectations. 
Too  much  jockeying  and  bickering 
among  the  party  leaders,  too  much 
delay  in  enacting  vital  legislation. 
The  people  are  still  at  sea  as  to  what 
will  happen  taxwise  and  in  the  cru- 
cial matter  of  labor  regulation.  Little 
concrete  progress,  it  is  complained, 
has  been  made  to  hilfill  the  loudly 
proclaimed  campaign  promises  to 
reduce  governmental  expenditures 
drastically;  and  some  cuts  have 
aroused  criticism." 


"The  new  outlook  forced  upon  the 
vast  continent  of  Australia  by  World 
War  II  opens  a  wide  vista  of  oppor- 
tunity to  American  capital,  manufac- 
turing interests,  and  the  individual 
American  with  a  pioneering  spirit. 
Present  plans  indicate  that  the  coun- 
try will  see  a  greater  development — 
and  in  as  short  a  period — than  did 
the  U.S.  when  the  grandfathers  of 
the  present  generation  heeded  the 
call  to  open  up  the  West." 

25  years  ago 

(From  the  issue  of  Apr.  15,  1972) 
"Even  the  bulls  these  days  confess 
themselves  worried  by  the  price/earn- 
ings ratios  on  some  of  the  growth 
stocks.  Howarci  Johnson's  Howard 
Johnson  recently  lamented  that  his 


company's  stock  was  selling  at  'only' 
30  times  earnings.  Well  he  might 
complain.  Competitor  Marriot  sold 
at  59  times  earnings,  McDonald's  at 
70  times." 

"Just  when  credit  card  profitability 
seems  at  hand,  along  comes  a  think- 
tank  economist  predicting  that  cred- 
it cards  will  be  extinct  by  1980.  By 
then,  says  Ray  Zablocki  of  Standard 
Research  Institute,  losses  on  general- 
purpose  credit  cards  will  overwhelm 
the  industry." 

10  years  ago 

(From  the  issue  oe  Apr.  20,  1987) 
"Only  30%  of  $377  billion  wortli  of 
construction  work  done  in  the  U.S. 
last  year  was  under  imion  contract, 
down  from  60%  in  1976.  One  key 
reason:  a  1977  decision  by  the 
National  Labor  Relations  Board  to 
allow  companies  with  union  contracts 
to  'double  breast' — that  is,  form  sub- 
sidiaries to  hire  nonunion  help." 

"On  Dec.  19,  1986  the  Securides  & 
Exchange  Commission  foimd  that 
Meyer  Blinder  had  committed  securi- 
ties fraud.  As  of  Mar.  23,  1987  the 
president  of  Blinder,  Robinson  &  Co. 
was  to  be  banished  fi-om  the  broker- 
age business  for  life,  with  no  reappli- 
cation  possible  for  at  least  two  years. 
But  Meyer  Blinder  is  back,  laughing 
at  the  SEC  and  fleecing  investors  on  a 
bigger  scale  than  ever.  In  late  March  a 
U.S.  district  court  granted  a  stay  on 
the  SEC's  action  against  Blinder, 
assuring  him  at  least  a  fliU  year  of 
business  in  the  usual  style."  H 


Broker-suspect  IVIeyer  Blinder  with  a 
group  of  hungry  young  trainees. 
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THOUGHTS  ON  THE  BUSINESS  OF  LIFE 

thoughts@forbes.com 

The  comments £ienerated  by 
my  comments  here  are  con- 
stantly surprising.  My 
rin£iin£i  over-simplifications 
on  how  to  ri£[ht  what's 
wronjf  with  the  world  often 
get  the  same  response  as 
compliance — none.  But  let 
me  mention  something!  of 
monumental  unimportance 
like  the  "Splayd"  (a  one- 
piece  combo  of  knife,  fork 
and  spoon),  and  the  mail 
pours  in.  I've  had  literally 
dozens  of  letters  denounc- 
ing it,  supporting  it  and 
asking  where  to  buy  it.  If 
only  nations  and  company 
presidents  would  jump  with 
the  same  alacrity  on  the 
important  things  Forbes 
tells  them. 

-Malcolm  Forbes 


A  Text  .  .  . 

In  the  morning  sow 
thy  seed,  and  in  the 
evening  withhold  not 
thine  hand:  for  thou 
knowest  not  whether 
shall  prosper,  either 
this  or  that,  or 
whether  they  both 
shall  be  alike  good. 

-ECCLESIASTES  11:6 


Sent  in  by  Elmo  Pinard, 
Forest  Falls,  Calif. 
What's  your  favorite  text? 
The  Forbes  Scrapbook 
of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


About  half  the  practice  of 
a  decent  lawyer  consists  in 
telling  would-be  clients 
that  they  are  damned  fools, 
and  should  stop. 
-Elihu  Root 

If  at  first  you  don't  succeed, 
skydiving's  not  for  you. 
-Anonymous 

The  advantage  of  doing 
one's  praising  for  one's 
self  is  that  one  can 
lay  it  on  so  thick  and 
in  exactly  the  right 
places. 

-Samuel  Butler 

The  wisdom  of  man  never  yet 
contrived  a  system  of  tax- 
ation that  would  operate 
with  perfect  equality. 

-Andrew  Jac;kson 


Hell  hath  no  fury  like  a 
vested  interest  masquerad- 
ing as  a  moral  principle. 

-Representative  Barber  Conable 

A  judge  should  be  about  60, 
clean  shaven,  with  white 
hair,  china  blue  eyes,  and 
suffer  fi-om  hemorrhoids 
so  that  he  will  have  that 
concerned  look. 
-Anonymous 


The  "Thoughts"  three-volume  boxed  set  and  indi- 
vidual volumes  are  now  out-of-print.  They  will  be 
replaced  by  a  new,  deluxe  one-volume  edition,  with 
more  than  12,000  quotes,  which  will  be  ready  this 
spring.  Details  on  price  and  availability  will  follow. 

The  "Thoughts"  Screen  Saver  Collection  for  your  PC 
(Windows  31^"  diskette),  with  more  than  2,000  quotes,  is 
now  available  for  only  $19.95,  plus  $3.00  for  shipping 
and  handling  {add  sales  tax  where  applicable).  To  order, 
please  call  our  toll-free  number,  1-800^76-6556. 


The  world  is  shocked, 
or  amused,  by  the  sight 
of  saintly  old  people 
hindering  in  the  name 
of  morality  the  removal 
of  obvious  brutalities 
from  an  existing  legal 
system. 

-Alfred  North  Whitehead 

Leadership  is  the  ability  to 
hide  your  panic  from  others. 

-Anonymous 

We  can  easily  forgive  a 
child  who  is  afraid  of  the 
dark;  the  real  tragedy  of 
life  is  when  men  are  afraid 
of  the  light. 
-Plato 

It's  an  impossible  situation, 
but  it  has  possibilities. 

-Samuel  Goldwyn 

People  seldom  become  famous 
for  what  they  say  until 
afiier  they  are  famous  for 
what  they've  done. 

-CULLEN  HiGHTOWLR 

If  you  do  not  ask,  the 
answer  is  always  no. 
-Owen  Laughlin 

I  am  a  better  investor 
because  I  am  a  businessman, 
and  a  better  businessman 
because  I  am  an  investor. 

-Warren  Buffett 

Sass  a  colleague. 

Risk  a  loss; 
He  may  wind  up 

As  your  next  boss. 
-Cecil  Baxter 

It  has  recendy  been  dis- 
covered that  research 
causes  cancer  in  rats. 
-Anonymous 


^ril21, 1997*  Vihime  lS9«Nund)er8  FORBES  (ISSN  0015  6914)  is  published  biweekly,  except  for  two  issues  combined  periodically  into  one  and  occasional  extra  or  expanded 
issues,  by  Forbes  Inc.,  60  Fifth  A\  e.,  New  Yorlc,  N.Y.  1001 1.  Periodicals  postage  paid  at  New  York,  N  Y.  and  at  additional  mailing  offices.  International  Publications  Mail  Agreement 
No.  451029.  GST  #  12576  9513  RT.  POSTMASTER;  Send  address  changes  to  Forbes  Subscriber  Senice,PO.  Box  5471,  Harlan,  lA  51593  0971 .  Copynght  ©  1997  Forbes 
Inc.  Title  is  proteaed  through  a  trademark  registered  witli  the  U.S.  Patent  Office.  Subscription  rate:  $57  a  year. 


408 


Forbes  ■  April  21,  1997 


WILL  mc  mHifnei  »  neai  rnAsc 
BELONG  TO  THE  SMALL  CAPS? 


May  5, 1997 


$4.95  (Canada  $5.95) 
www.forbes.com 
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On  the  Cover 

122  Touchy-feely  justice 

More  judges  face  more 
frivolous  litigation  than 
ever.  The  solution?  Send 
Congress  into  recess. 
By  Brigid  McMenamin 

180  Time  for  small  caps? 

Sounds  a  bit  scary  now, 
but  they  may  shine  in  the 
next  market  cycle. 
By  Mary  Beth  G rover 

Management, 

Strategies, 

Trends 

42  Cyber- Schwab 

When  it  comes  to  on-line 
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WE'RE  READY  TO  ROLL 

It's  easier  to  stay  on  the  path  to  fitness,  once  you  get  rolling.  And  Bayer  can  help. 
Our  advanced  materials  have  helped  revolutionize  sporting  equipment.  So  we're 
making  it  more  fun  than  ever  to  get  in  shape  and  stay  healthy.  Bayer  has  developed 
engineering  plastics  that  help  make  in-line  skate  shells  stronger,  inner  padding 

WHEN  YOU  ARE. 

more  comfortable  and  v^heels  longer  lasting.  And  our  materials  are  hard  at  play  in  a 
variety  of  other  sporting  equipment— from  water  skis  and  golf  balls  to  running  shoes 
and  the  spandex  fibers  of  your  sportswear.  At  Bayer,  we  believe  innovation  is  a  healthy 
thing.  And  when  it  comes  to  finding  ways  to  make  your  life  better,  we're  on  a  roll. 
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Quick  &  Reilly,  42 


Ramirez,  Efrain,  122 
Rayden,  Michael,  190 
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Read,  Steven,  72 
Redstone,  Sumner,  46 
Reed,  Robert  H.,  24 
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Rcpligen,  178 
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Royce,  Charles,  180 
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Sagcm  Morpho,  66 
Sakata  Seed,  134 
Salomon,  42,  45 
Sansom,  Robert,  174 
SAP,  130 

SBC  Warburg,  187 
Scanrom  Publications,  39 
Schilit,  Howard,  114 
Sclilafly,  Phyllis,  64 
Schneider,  Peter,  46 
Charles  Schwab,  42 
Schwab,  Charles,  42 
Second  Renaissance  Books,  122 
Seiver,  Daniel.  194 
7th  Level,  175 
Shandong  Huaneng,  185 
Shanghai  Petrochemical,  185 
Shaw,  Sheri,  76 
Shepardson,  Matthew,  76 
Siegel,  Jeremy,  52 
Siemens,  190 
Silansky,  Edward,  170 
Sky  Station  International,  170 
Smith  Barney  (Travelers),  182 
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Sony,  175 

Soros,  George,  24,  39 
Staples,  28,  177 
Steele,  Thomas  T.,  156 
Stratosphere,  197 
Strobel,  Lee,  76 
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Siunmers,  Lawrence,  32 
Sun  Microsystems,  177 
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Takenaka,  Heizo,  134 


Tandy,  16 

Team  Technologies,  170 
Tektronix,  142 
Tenet  Healthcare,  191 
Thatcher,  Margaret,  134 
3Com,  113,  174 
Thyssen,  130 
Time  Warner,  46 
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Toole,  Phillip,  76 
Toyota,  54 
Trammell  Oow,  142 
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Gilbert  Tweed  Associates,  20 
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Two  Pesos,  39 


UAL,  182 
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Waigel,  Theodore,  130 
Washington  Bulb,  40 
Watson,  Nanette,  142 
WEFA,  40 

Weitz  Value  Fund,  188 
Weitz,  John,  200 
Welch,  John,  44 
Wells  Fargo,  142 
Wendt,  Gary,  44 
Westlake  Polvmers,  122 
Wet  Seal,  190 
Whittaker,  113 
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Williamson,  Randolph  L.,  76 
Wilson,  Pete,  90 
Winston,  Greg,  182 
Wire  Networks,  20 
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Wong,  Alfred,  170 
Worldwide  .Associates,  170 
Wright,  Robert,  44 
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Yeltsin,  Boris,  37 
Zagat  Survey,  20 
Zagat,  Nina,  20 
Zander,  Dieter,  76 
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OOP  AN  IDEA  IS 
IF  YOU  HOT  1(1 
SMIIMT  TP  SEE 


You  know  the  feeling.  You  put 
enormous  effort  into  the  subtleties 
of  a  visual  presentation,  only  to 


A  TEXAS  INSIKUMEMR  TKHNOLOGY 

have  them  lost  on  their  way 
to  the  screen.  No  longer. 

Introducing  a  revolutionary 
all-digital  display  technology. 
The  final  link  to  presenting 
information  digitally.  (Since 
you  already  create,  edit  and 
store  your  presentation  digi- 
tally, shouldn't  you  display  it 
that  way,  too?)  An  irmovation 
made  possible  by  digitizing 
light.  Treating  all  images  as 
digital  data.  And  reflecting  them  from  their  original  source 
directly  to  the  screen.  It's  called  Digital  Light  Processing  " 
(DLP™)  created  by  Texas  Instruments. 


Witness  the  revolution  in  visual  resolution  for  yourself.  DLP  technology 
lets  you  get  your  point  across  clearly  -  to  every  seat  in  the  house. 


The  result  is  a  presentation  that  loses  nothing  in  the  trans- 
lation. For  the  first  time  the  screen  is  as  clear  as  a  just-washed 
window.  The  colors  of  the  graphics  look  natural  wdthout  the 

usual  flicker  and  bloom.  And 
PowerPoint®  slides  appear  as 
sharp  as  35nun  film.  From  nearly 
any  viewing  angle.  Even  in  a 
weU-lit  room. 

But  to  be  truly  revolution- 
ary, a  new  technology  also  must 
be  accessible.  That's  why  pro- 
jection systems  featuring  DLP 
technology  are  affordable.  Easy 
to  use.  And  available  today  at  a 
dealer  near  you. 
You  may  also  caU  1-888-DLP-BY-TI,  ext.  700,  or  visit 
http:/Avww.ti.coiu/dIp  to  learn  more  about  TI's  revolutionary 
digital  display  technology. 


msma 


'  Digital  Light  Pnx  essing  and  DLP  are  Irademarks  of  Texas  Instrumfnt.s  Inc  orporat^-cl.  ®  PowerPoint  is  a  rcgistcrpd  trademark  of  Microsofi  Cori)oratJon. 
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Picture  the  beauty  of  digital  light.  I 
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The  dramatic  new  d 

IGITAL  TECHNOLOGY  FROM  TEXAS  InSTRUMENT^^J 
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Introducing  the  AMD-K6 
MMX  processor 


was  yo 


wer. 


You're  pursuing  the  entrepreneur's  dream.  You 
have  the  idea.  The  right  partners.  And  a  world  of 
stiff  competition.  What  your  start-up  needs,  then, 
is  a  head  start.  Introducing  the  AMD-K6™  MMX 
processor  The  most  awesome  engine  ever  built  for 
running  Microsoft  Windows®-based  PCs.  Consider 
the  facts:  It's  faster  than  a  Pentium  Pro.  With  MMX 
(multimedia  extensions)  instructions,  it  puts  a 
powerful  new  generation  of  multimedia  sound, 
video,  color  and  graphics  at  your  fingertips.  And 
does  it  affordably  Better  performance  at  a  better 
value  —  just  what  you'd  expect  from  AMD.  After 
all,  we  have  some  pretty  stiff  competition  too.  Visit 
our  website  or  call  1-800-222-9323. 

AMD^ 

www.amd.com 
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Peter  Brimelow 


Suggestions  for  worried  investors 

Since  we  weren't  smart  enough — who  was? — to  predict  that  the 
Dow  industrials  would  go  to  7000  in  the  mid-1990s,  we  will 
excuse  ourselves  from  judging  whether  the  March/April  1997 
unpleasantness  was  or  was  not  the  beginning  of  a  bear  market. 
However,  we  do  have  in  this  issue  a  number  of  sensible  things  to 
say  to  investors  at  this  somewhat  frightening  juncture.  To  wit: 

Peter  Brimelow  devotes  his  regu- 
lar "Charticle"  to  putting  the  pres- 
ent market  into  a  very  broad  per- 
spective. I  mean  really  broad.  Two 
hundred  years.  His  conclusion  is 
that  stocks  are  ahead  of  the  trend, 
but  he  points  out,  encouragingly, 
that  when  they  get  up  there,  which 
they  often  do,  they  tend  to  stay  up 
for  a  long  time,  sometimes  decades. 
Page  52. 

Mary  Beth  Grover  recalls  hov\ 
the  market  has  been  dominated  by 
the  biggest  of  the  big-cap  stocks  the 
past  few  years:  the  Cokes,  ges, 
Intels.  What  happens  if  the  market 
doesn't  crash  but  new  leadership  ^^Mi 
takes  over?  In  "Value  will  out — 

maybe,"  Grover  summarizes  the  arguments  for  moving  a  chunk 
of  your  money  out  of  s&p  500  stocks  into  more  junior  stuff  She 
includes  a  list  of  recommended  small-cap  mutual  funds.  Page  180. 

Four  of  our  regular  columnists  give  their  takes  on  the 
March/April  drop.  They  range  from  seriously  worried  (David 
Dreman  and  Mark  Hulbert)  to  fairly  sanguine  (R.S.  Salomon  Jr. 
and  Martin  Sosnoff). 

Investing  abroad.  Do  you  feel  like  saying  to  hell  with  it  and 
looking  abroad  for  investments?  We  offer  some  suggestions  about 
one  of  the  world's  scariest  but  most  alluring  stock  markets,  China. 
"Bear  in  the  China  shop,"  page  185. 

If  you  THOUGHT  that  the  fall  of  communism  and  the  general  repu- 
diation of  socialism  had  discouraged  the  social  engineers,  you 
haven't  visited  Oregon  lately.  Our  West  Coast  manager,  Tim  Fer- 
guson, tells  how  a  bunch  of  planners  are  using  Portland  as  a  lab  for 
trying  to  push  a  nation  of  suburbanites  back  into  the  cities.  "Down 
with  the  burbs!  Back  to  the  cit>'!"  Page  142. 

Americans  think  of  themselves  as  overtaxed  and  overregulated, 
but  we  get  off  lightly  com.pared  with  most  places.  In  "Global 
deregulation,"  Forbes  overseas  reporters  describe  the  uphill  strug- 
gle in  Germany,  Japan  and  France  to  overcome  the  stagnation  and 
unemployment  caused  by  rigidly  statist  policies  in  those  countries. 
There  but  for  the  grace  of  God  arid  the  eloquence  of  Ronald 
Reagan.  Page  130. 


Editor 
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Has  tKe  worlJ  tecome  less  interestins? 


OrK 


ave  you 


yf  course,  the  world  wasn't  new  then.  You  just  looked  at  it  that  way.  And  each  time  you  step 
into  a  Hyatt  hotel  or  resort,  you'll  find  you  still  can. 

All  it  takes  is  a  small,  unexpected  jolt  of  delight — like  the  rich  fragrance  of  lemon  ginger 
*V  d^^HHHI  prawns,  prepared  by  a  chef  who  picks  her  ingredients  fresh  from 

our  gardens.  Or  the  sight  of  a  magnificently  beaded  Thai  wedding 
jacket  in  our  lobby.  Or  a  rooftop  view  of  the  stars  that  reawakens 
the  sense  of  wonder  you  thought  perhaps  youd  lost. 

When  you  stay  with  the  people  of  Hyatt,  you'll  discover  a  place 
that  opens  your  eyes.  And  your  mind.  So  business  meetings  are  more 
productive.  And  your  whole  trip  becomes  more  interesting.  Or  maybe  it's  just  you. 

For  reservations,  contact  your  travel  planner  or  call 
Hyatt  at  1-800-233-1234. 


H  YAT  T 


HOTELS  &  RESORTS 


® 


Feel  the  Hyatt  Touch' 


Hyatt  Hotels  and  Resorts'  cncompasiei  hoich  managed.  frartchiscJ,  or  operated  by  two  separate  groups  of  companies -Hyatt  Corporation  and  its  affiliates  and  affiliates  of  Hyatt  Intcrnaiionai  Corporation  i)l997  Hyatt  Corp. 


».  Y     Hyatt  is  proud  to  offer  ATCT  Long  Distance  Service  for  all  your  AT&T  Calling  Card, 
AT&T  Universal  Card  and  operator-assisted  calls  at  most  locations. 


ruuuif-innuuun 

tPinp  BY  DAUID  S.  FONPIUEB 


President  and  Editor-in-Chief 

Sii  vi-  F()Rlii;s 

Chief  Operating  Officer 

TiMOIHY  C.  HORBliS 

Chairman 

Caspar  W.  Weinberger 
Vice  Cliairman 
Chris loi'iii-K  Forhes 
Executive  Vice  President 

LiDNARl)  H.  YABLON 

Publisher 

JiM  Ri-Y  M.  Cunningham 

Vice  President-Finance  &  Administration: 

Scott  R.  Yablon 

Vice  President-TVeasurer: 

Joel  B  Rcdlcr 

Vice  President-General  Counsel: 

Tcircmc  ()'(>)iinor 

Vice  President-Secretary: 

Scan  V.  HcKart\' 

Vice  President-Business  Development: 

Gregory  J.  Zorthi.in 

Vice  President-Operations: 

Scott  H.  Mastcrson 

Director  of  Circulation: 

Lavvicncc  B.  Freeman 

Director  of  Administrative  Resources: 

Mary  Ann  Danncr 

Director  of  Corporate  Communications: 

Briitc  H.  Rogers 

Director  of  Corporate  Press  Relations: 

Elizabeth  S.  Ames 
Director  of  Public  Affairs: 

Margaret  Kelly 

Director  of  Information  Technology: 

llaniel  R.  Henderson  Jr. 

Controller: 

Larry  Fdelson  ICayne 

Director  of  Business  Development: 

Amy  Isui  Luke 

Director  of  General  Services: 

Gary  Prasto 

Director  of  Advertising: 

Wiiliam  L  Flatley 

Director  of  International  Advertising: 

Peter  M  SchotV 

Director  of  Advertising  ASAP: 

Ted  Gramkow 

Special  Projects  &  Development: 

Arnold  J.  Prives,  Dir.  Special  Projects; 
Dulce  A.  Chicon,  Dir.  Special  Sections  Sales; 
Peter  T.  Mallov,  Dir.  Econ.  Dev., 
Miguel  Raurell,  Electronic  Adv. 
New  York:  Russell  Cherami,  Mgr.; 
Christopher  Clark,  Assoc.  N.Y.  Mgr.; 
George  C.  Clissold,  Cons.  Adv.  Mgr.; 
Michael  McCormack,  Dir.  of  Adv.  ASAP.  East; 
Sherry  Shorten  Phillips,  Adv.  Mgr.,  FYI; 
Susan  D.  Toscani,  Dir.  Corporate  Programs; 
Kelly  Emery,  Rick  Johnson,  James  Patten, 
Avery  Stirratt,  Donna  Tarr,  Linda  Lorcn 
Atlanta:  John  H.  Reock,  Mgr.; 
Timothy  Carney 

Boston:  Jean -Nicolas  Carter,  Mgr.; 
Lisa  M.  John 

Chicago:  William  J.  Powers  Jr.,  Mgr.; 
lames  W.  Wall 

Dallas:  Fred  H.  Wellington,  Mgr. 

Detroit:  David  Forgione,  Mgr.; 

Michael  A.  Woods 

Los  Angeles:  Eric  Rucker,  Mgr.; 

Jill  S  Harris,  Adv.  Mgr.,  FTl  VVest 

San  Francisco:  Candace  J.  Alexander,  Mgr. 

Corinne  Cox 

Washington,  D.C.:  Jessica  Sibley,  Mgr. 
International:  James  W.  LaCirignola, 
Dir.,  Int'l.  Adv.,  Latin  America,  Korea, 
Philippines,  Thailand;  Christian  M.  Frost 
Hone  Kong:  Pamela  Fung,  Dir.,  Int'l.  Adv, 
Southeast  Asia 

London:  Steven  Rau,  European  Mgr. 
Tokyo:  Hirowo  Itow^  Japan  Regional 
Ad\.  Dir.;  Hiroyuki  Nakagawa, 
Jaj>an  Adv.  Sales  Mgr. 
Marketing  Services: 

Marisa  Marks,  Dir.  Marketing  &  Promotion 

Carol  Nelson,  Dir.  Spec.  Sections  &  Prog. 

Frank  Dolcimascolo,  Dir.  of  Research 

Advertising  Business: 

Joyce  McCracken,  Mgr.  Sales  Information; 

Diane  Loparnos,  Tom  Marlow, 

Ana  Maria  Miranda,  Robin  Stein, 

Patricia  Deckelnick,  Adv.  Services  Manager; 

Thomas  O'Connor,  Cathy  Schwartz; 

John  Weinberg,  Mgr.,  Admin.  Services 

Forbes  Conference  Group: 

Francesco  C.  Leboffe,  VP/GM 

Debra  J.  Gradv,  Director  of  Conference  Sales 


Our  face  is  scarlet 

It  HAPPENS.  In  this 
year's  Forbes  50()s  issue 
(Apr.  21)  our  program- 
mers missed  a  2-for-l 
stock  split  effective  Mar. 
10  by  Emerson  Electric. 
Just  one  number  miss- 
ing, but  what  a  differ- 
ence it  made.  We  turned 
one  of  the  best  stock 
market  performers  into 
one  of  the  worst. 

The  goof  is  all  the 
more  embarrassing  to  us 
because  we  have  always 
regarded  Emerson  as 
being  one  of  the  best- 
managed,  shareholder- 
friendly,  large-cap  com- 
panies in  the  world 
(Au0.  1,  1994). 

Last  year  the  St.  Louis-based  outfit 
completed  its  thirty-ninth  consecutive 
year  of  increased  earnings  and  earnings 
per  share  and  its  fortieth  year  of 
increased  dividends. 
Over  the 
past  decade 
its  stock  has 
compounded 
at  1 3%  per 
annum,  with- 
out counting 
dividends.  With 
a  market  value 
of  $22  billion, 
Emerson  should 
have  ranked  62  on  this  year's  Forbes 
500s  Market  Values  list. 

-Elizabeth  A.  Amery 


Big-box  blues 


Forbes  foresaw  a  looming  shakeout 
for  "big-box"  superstores,  those 
30,000-square-foot-plus  outlets  the 
size  of  an  airplane  hangar  (June  3, 
1996).  Though  they  offer  tremen- 
dous variety,  not  every  consumer 
needs  to  look  at  46  toasters  and  25 
kinds  of  shoelaces.  The  shakeout  is 
already  happening  in  the  $58  billion 
consumer  electronics  sector:  Tandy 
Corp.  is  closing  or  selling  its  17 
Incredible  Universe  oudets.  Blaming 
Chairman  John  Roach  for  the  deba- 
cle, two  of  Tandy's  largest  share- 
holders want  the  board  to  give  him 
the  boot. 


Incredible  Universe  store  in  Westbury,  N.Y. 
Incredible  mistake. 


In  Brisbane,  Calif  the  Good  Guys, 
another  chain  of  consumer  electron- 
ics superstores,  lost  $6.2  million  last 
year,  compared  with  turning  a  profit 
of  $14.2  million  the  year  before. 
Eden  Prairie,  Minn. -based  Best  Buy, 
a  $7.8  billion,  274-outlet  electronics 
superstore  chain,  earned  only  $1.7 
million  last  year. 

Turning  180  degrees  from  its  dis- 
astrous fling  with  Incredible  Uni- 
verse, Tandy  now  plans  to  open 
1,000  "RadioShack  Select"  outlets 
over  the  next  five  years.  The  stores 
will  be  only  about  400  square  feet, 
roughly  one-fifth  the  size  of  Tandy's 
traditional  Radio  Shack  outlets. 

Analysts  have  decided  that  small — 
not  big — is  beautiful.  They  quickly 
upgraded  their  1997  estimates  for 
Tandy  following  the  December 
announcement.      -Carrie  Shook 

In  hock  on  C-Block 

Earlier  this  year  Forbes  predicted 
that  the  Federal  Communications 
Commission  was  going  to  have  a 
hard  time  collecting  the  $10.2  billion 
bid  in  its  so-called  C-Block  auction 
(Jan.  27).  That  was  the  auction  held 
last  spring  for  small  businesses  inter- 
ested in  buying  portions  of  the  radio- 
wave  spectrum  for  personal  commu- 
nications services.  Bidders  went 
bananas,  pledging  two  to  three  times 
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900  SE  Turbo  Convertible 


If  driving  a  convertible  is  an  expression  of  personal  freedom,  the  Saab  900  SE  Turbo  Convertible  speaks  volumes.That's 
because  it  provides  enough  room  for  four  full-size  adults.  It  even  has  a  folding  rear  seat  for  extra  cargo  space.  And  with  a 
185-hp  turbocharged  engine,  the  900  SE  Convertible  delivers  liberal  amounts  of  fun.  Apparently  ij^^wk 
Consumer  Review  agrees.  They  named  it  a  "Top  Ten  Sports  Car"  for  the  second  year  in  a  row.  ^^^^^ 

For  more  information  about  Saab,  call  1-800-582-SAAB,  Ext.  208.  www.saabusii.com 


•Consumer  Review.  1995  and  1996  ©1997  SAA8  CARS  USA,  INC, 


what  observers  had  expected.  We  fig- 
ured the  sky-high  prices  would  come 
back  to  haunt  them — and  the  H(x;. 

Sure  enough,  in  late  March  the 
commission  temporarily  suspended 
the  c]uarterly  interest  payments  that 
the  winners  were  supposed  to  make. 
Needing  more  time  to  scrounge  up 
the  dough,  nine  of  the  license  hold- 
ers asked  for  a  restructuring  of  their 
payment  plan.  NextWave  Telecom, 
the  top  bidder,  is,  for  example,  in 
hock  for  $4.7  billion. 

Pocket  Communications,  the 
second-largest  bidder  in  the  C-Block 
auction,  has  filed  for  bankruptcy  pro- 
tection. Last  year  bdpcs — the  fourth- 


FCC  boss  Reed  Hundt 

Pressure  to  restructure-but  can  he? 


largest  bidder,  with  $874  million 
promised — defaulted  on  its  FCC  pay- 
ments and  had  to  hand  back  its 
licenses  to  the  government. 

All  of  which  puts  the  ¥cc  in  a  bit 
of  a  bind.  If  the  commission  gives 
preferential  treatment  to  only  the 
struggling  firms,  those  that  have  met 
their  payments  are  likely  to  sue.  If 
the  FCC  gives  all  the  C-Blockers  help, 
companies  that  dropped  out  of  the 
auction  because  of  high  prices  will 
head  to  court.  Says  Sharon  Arm- 
brust,  a  senior  telecommunications 
analyst  with  Paul  Kagan  Associates: 
"Whatever  they  do,  someone's  going 
to  litigate." 

-Peter  Spiegel  H 
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...to  choose  MFC/PRO,  QAD's  world-class  ERP  software  solution.  And  with  the  year  2000  fast 
approaching,  it's  nice  to  know  you'll  have  the  tools  to  run  your  global  enterprise  smoothly  well  into  the 
next  millennium.  Also,  thanks  to  our  rapid  implementation  methodology — six  months,  on  average — you 
won't  have  to  wait  years  for  ROI.  Not  to  mention  improved  bottom-line  performance.  Which  is  why  so 
many  manufacturers  worldwide  are  choosing  QAD.  After  all,  the  proof  is  in  the  numbers. 
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QAD,  6450  Via  Real,  Carpinteria,  California  9301  3  USA     Tel:  +1  800  218  3434  www.qad.com 


ON  MY  MIND 


WHAT'S  WORRYING  TOP  EXECUTSyB/EOlfED  BY  KATARZYNA  WANDYC2 


Princessa 


By  Ben  Pappas 


In  the  new  book  The  Princessa— Machiavelli  for  Women 
Harriet  Rubin  writes  that  powerful  women  do  not  imitate 
men  but  use  feminine  tools  such  as  jewelry  and  tears. 
To  succeed,  "women  have  to  create  chaos,"  Rubin  says. 
"It  is  about  being  outrageous,  not  [about]  being  outraged. 
We  asked  13  female  executives  what  "tools,"  if  any, 
they  use  to  get  ahead. 


"I  think 
women 
sometimes 
have  a  real 
problem 
with  making 
money. 
Like  they 
consider  that 
unfeminine." 


Lillian  Vernon, 
chief  executive, 
Lillian  Vernon  Corp. 


Marleen  McDaniel 

Chief  Executive  Officer 
Wire  Networks,  Inc. 
(publisher  of  the  Web  site 
Women's  Wire) 
When  in  Rome,  do  as  the 
Romans.  When  you're  in  a  male-orient- 
cd  culture,  men  expect  behavior  that  is 
more  like  their  own. 
When  I  was  at  Sun  Microsystems,  I 
remember  being  at  a  sales  meeting.  There  had 
to  be  200  guys  and  me.  At  the  break  we  all 
went  ciownstairs  to  the  rest  rooms,  and  one  of 
the  guys  opened  the  door  to  the  men's  room 
for  me — being  the  gentleman  that  he  was. 
They  realized  what  they  had  done  so  they  ail 
started  slapping  me  on  the  back,  you  know, 
"Marleen,  you've  really  made  it  to  the  men's 
club."  I  probably  should  have  gone  into  the 
badiroom  with  them,  but  I  didn't.  I  turned 
beet  red  and  went  into  the  ladies'  room. 

I  really  felt  welcomed.  I  had  been  working 
more  than  20  years,  and  tliat  level  of  accep- 
tance was  faL")ulous. 

Robin  Hacke 

Chief  Executive  Officer 

HK  Strategy  &  Finance  Ltd. 

(an  Israeli  high-tech  consulting  firm) 

In  places  where  there  is  chaos  it's  easier  for 
women  to  succeed.  Look  at  the  number  of 
women  working  on  the  Internet,  where  a 
whole  uidustry  is  being  created,  versus  the 
number  of  women  in  more  established  areas 
like  telecom.  Also  good  [for  women]  are 
places  that  arc  the  diametric  opposite  of  that, 
where  the  rules  are  objective  and  there  is  a 
level  playing  field,  like  portfolio  management. 

Yvonne  Cliff 

Managing  Partner 
Juno  Partners 
(a  merchant  bank) 

I  don't  think  that  women  should  be  outra- 
geous, even  though  I'm  not  a  wallflower 
myself.  I  think  people  who  are  successfi.il  are 
successfijl  because  they  don't  rattle  cages. 
Women  are  judged  differendy  than  men.  For 


example,  if  a  man  yells  at  somebody,  it's  con- 
sidered part  of  the  job.  But  if  it's  a  woman, 
she's  a  bitch. 

Barbara  Coulter 

Vice  President  of  Planning 
AT&T  Solutions 

For  myself  crying  doesn't  work,  and  my  per- 
sonal advice  is  that  it  is  unwise.  It  backfires 
more  often  than  not.  You  are  creating  extreme 
discomfort  for  others  when  you  permit  your- 
self to  cry  in  the  workplace. 

JoAnne  Dressendofer 

Chief  Executive  Officer 
Imedia 

(a  marketing  technology  firm) 

I've  gone  from  nothing  to  owning  a  multimil- 
lion-dollar firm,  and  I've  used  tears  from  the 
beginning  to  the  end.  For  a  woman  crying  can 
be  a  great  tool.  It  shows  passion  more  than  it 
shows  that  I  am  incapable  of  doing  my  work. 

I  was  in  a  client's  office  in  tears  three 
months  ago  because  we  had  worked  so  hard  to 
develop  their  marketing  strateg)^  and  they  were 
trying  to  change  it  before  they  understood  it. 
There  was  nothing  left  to  explain  with  except 
tears.  This  was  a  major  corporation  and  they 
were  shocked,  but  they  haven't  thrown  us  out. 
We're  stronger  than  ever  with  them. 

Lillian  Vernon 

Chief  Executive  Officer 
Lillian  Vernon  Corp. 

We  shouldn't  back  off  from  the  fact  that  we're 
going  to  be  very,  very  successfial.  How's  that 
for  a  theory?  The  one  thing  I  think  women 
sometimes  have  a  real  problem  with  is  making 
money.  Like  they  consider  that  unfeminine. 
Men  won't  like  them  if  they're  richer  than 
they  are.  Well,  that's  just  too  bad.  If  women 
can  make  money,  why  shouldn't  they.^ 

Kathleen  Mullinix 

Chief  Executive  Officer 
Synaptic  Pharmaceutical 

I  find  it  amazing  the  way  most  male  chief 
executive  of  ficers  of  biotechnologv'  companies 
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kind  of  strut  around  and  act  as  if  everything  is 
under  control  and  perfect.  After  all,  biotech- 
nology is  still  a  very  young  industry,  and  for 
95%  of  the  companies  it  is  yet  to  be  proven 
how  successfi.ll  they  will  or  will  not  be.  Unlike 
male  chief  executives,  I'm  sure  as  hell  not 
going  to  stand  up  and  tell  you  that  seven 
weeks  from  now  we  are  going  to  have  this  or 
that.  Is  this  my  personality  because  I  am  a 
woman?  Do  men  just  have  to  act  so  self- 
assured  all  the  time? 


If  you  are 
good  at 
motherhood, 
you  might 
be  good  at 
business." 


Mary  Berner, 
publisher, 
Glamour  magazine 


Janet  Tweed 

Chief  Executive  Officer 
Gilbert  Tweed  Associates 
(an  executive  search  firm) 
I  remember  one  man  saying  to  me,  "How  is 
it  that  all  the  men  I'm  hiring  are  so  good- 
looking,  well  dressed — you  know,  the  striped 
shirts  with  the  rep  ties  and  Armani  suits — and 
how  is  it  that  all  my  females  with  the  same 
education  look  like  such  frumps?" 

I  say,  I'm  not  sure  they  know  what  to  do  or 
how  to  do  it.  I  can  name  50  women  that  I 
work  with  who  don't  know  how  to  look. 
Women  should  look  together  if  they  want  to 
succeed. 

Nina  Zagat 

Copublisher 
Zagat  Survey 

Are  tears,  jewelry  or  fashion  st)'les  viable  for 
successful  working  women?  I  think  that's 
nonsense.  I  think  it's  a  mistake  for  people  to 
be  overly  conscious  of  what  are  supposed  to 
be  feminine  characteristics  and  what  are  sup- 
posed to  be  masculine  characteristics.  There 


are  times  for  people  to  exhibit  all  of  those 
things,  both  men  and  women. 

Paula  Rosput 

President 

Pan  Energy  Power  Services 
There  is  no  doubt  that  my  generation — 
women  in  our  30s  and  40s,  the  second  gener- 
ation of  feminists — really  did  have  to  work 
twice  as  hard  as  a  man  to  get  ahead. 

Tirst  off  you  had  to  be  able  to  impress 
people  with  your  ability  to  put  in  extraordi- 
nary hours.  You  had  to  overcome  this  notion 
of  "I  have  to  get  home  and  take  care  of  my 
kids."  You  could  not  trv  to  balance  family 
and  career  and  get  to  the  top. 

Mary  Berner 

Publisher 
Glamour  magazine 

There's  the  whole  issue  of  time  management. 
I  can't  be  at  work  at  midnight  because  I've 
got  children  at  home.  I  can't  go  to  the  bar.  I 
can't  do  what  it  used  to  take  to  be  successful 
in  my  world. 

But  I  do  think  mothers  make  good  man- 
agers. As  a  mom  you  know  about  positive 
reinforcement,  telling  people  what  you  need 
them  to  do,  expecting  the  best  from  people  as 
opposed  to  expecting  the  worst.  Sometimes 
business  situations  can  be  like  dealing  with 
3 -year-olds.  If  you're  good  at  motherhood, 
you  might  be  good  at  business. 

Phyllis  Kaminsky 

President 

Kaminsky  Associates 

(an  international  consulting  firm) 

All  my  role  models  ha\  e  been  men  because 

the  leaders  of  this  industry  are  men.  Many  of 

them  have  daughters,  and  they  would  like  to 

see  their  daughters  succeed.  I  think  perhaps 

they  see  in  women  like  myself  their  daughters 

growing  up  and  possibly  following  in  their 

fathers'  footsteps. 

Rebecca  Mark 

Chief  Executive  Officer 
Enron  International 

I  think  women  have  a  distinct  advantage  in 
I  that]  the  sheer  fact  that  they're  women  gets 
them  noticed  more.  ■■ 


What's  on  your  mind.^ 

If  you  are  a  business  executive,  whether  with  a  big  company  or  a  small  one, 

we'd  like  to  know  what's  bodiering  you  these  days,  and  what  you  are  doing  about  it. 

Tell  us  about  it  at:  mind@forbes.com. 
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You  Don't  Have  To  Say  A  Word. 

Our  legendary  Cold  Ballotin  will  express  the  right  sentitrient  for  any  occasion. 
For  it  holds  the  luscious  chocolates  that  speak  with  greater  eloquence  than  any  words. 

i-800-9-CODIVA  wwwgodiva.com  AOL  (keyword:  GODIVA) 

New  York  Paris  GODIVA  Tokyo  Brussels 

Chocolatier 
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The  right  kind  of  tax 

Sir:  Rc  "  l  ake  politics  out  ot  airline 
safety"  (Fact  and  Comment,  Apr. 
21).  A  better  way  to  fund  the  air  traf- 
fic control  system  is  already  in  place: 
a  fuel  tax.  'l  ake,  for  example,  a  1,000- 
mile  flight.  A  Cessna  Citation  carry- 
ing 8  would  burn  SOO  gallons,  or  63 
gallons  per  pa.s.senger.  A  Hoeing  737 
with  100  passengers  might  burn 
2,000  gallons,  or  20  gallons  per  pas- 
senger. This  most  fairly  spreads  costs 
among  airspace  users. 
-I'Aiii,  1).  Mai'zki.li-': 
CPjambcrslmrfi,  Pa. 

The  threat  to  free  trade 

Sir:  "The  global  hand"  (Apr.  21)  did 
an  admirable  job  describing  the 
recurrent  nature  of  income  inet]iiali 
ty  caused  by  capital  chasing  cheap 
labor  around  the  globe.  1  lovvevei', 
this  is  not  something  to  cheer.  Older 
unskilled  workers  in  a  skill  based 
economy  will  be  long  gone  by  the 
time  the  global  economy's  greater 
good  has  been  established.  These 
people  will  vote.  Politicians  will  listen. 
Free  trade  will  suffer. 
-John  R.  Ui  i  i. 
lioxford,  Mass. 


Clnvi|)  I.iIkii  ,111(1  IIk;  global  economy 
"Free  trade  will  suffer." 


In  defense  of  Soros 

Sir:  I'ORiii  ,s  purports  to  scoop  the 
world's  press  by  revealing  that  the 
riots  in  Albania  were  organized  by 
Ceorge  Soros  ("Beware  of  billionaires 


bearing  gifts,"  Apr.  7).  One  wonders 
how  everyone  else  missed  the  story. 
Perhaps  it  was  simply  too  fantastic. 

-Aryi-ii  Nt-;iKR 

( )pcn  Society  Institute 

New  York,  N.T. 

PoUHiis  said  nothinjj  like  that.  We 
reported  that  a  newspaper  subsidized 
by  Soros'  motwy  ejjjjed  on  the  rioters. 
That  IS fact.-VA^. 

No  tail  fins  for  me 

Sir:  Re  "Why  lio  cars  cost  so 
(.lamned  much?"  (Mar.  10).  Jerry 


Mint  argues  lor  liuilding  automo- 
biles that  elicit  passion.  The  main 
automotive  passion  for  people  all 
around  me  is  to  pay  off  that  low- 
end  car  while  trying  to  feed,  dress 
and  house  their  families.  Flint's 
remarks  only  serve  to  apologize  for 
an  industry  that  each  year  leaves 
more  and  more  Americans  further 
and  further  om  of  the  economic 
ecjuation. 
Pi-:i"KR  C.  Bk  i  z 
Fort  fohnsoti,  N.T. 

Nice  idea, 

can  afford  it 


if  you 


Sir:  "Playing  the  game  of  life"  (Apr 
7)  was  interesting,  but  readers  should 
be  aware  of  computer  simulation's 
liirty  little  secret:  finding  the  neces- 
sary information.  Determining  model 
parameters  leciuires  more  resources 
than  time  or  business  allows,  unless 
you  are  the  L'.S.  Army,  Xerox  or 
Andersen  C^onsuhing.  Most  compa 
nies  must  resort  to  the  "idiocy"  of 
management  by  common  sense  and 
spreadsheets. 
-RoBi  iit  H.  Ri-:Hn 
Bloom in/jton,  hid. 


Sir:  Forget  predicting  sales.  When  arc 
simulation  programs  going  to  be 
available  for  the  rn(  and  i)N(  to 
select  canclidates  and  run  campaigns? 
Filter  the  data  and  the  computer  spits 
out  the  name  of  the  next  President. 
-David  Carvin 
Ihomasville,  Ga. 

Falling  behind  China? 

Sir:  Re  (Commentary  (Apr.  7j.  Amer- 
icans can  only  meet  the  challenges  [of 
China's  development]  by  spending 
less,  saving  more,  focusing  on  educa- 
tion and  emphasizing  family  values 
and  social  cohesion — not  building 
more  aircraft  carriers.  One  day 
loRRHS  readers  will  wake  up  to  a 
newly  democratic  and  economically 
dynamic  China  and  realize  that 
America's  problems  with  China  did 
not  end. 
-Jay  C'hf.n 
Hona  Konpj 

The  pursuit  of  happiness 

Sir:  Re  "Does  money  buy  happi 
ness?"   (Apr.  21).   Dan  Seligman 
writes  that  the  happiness  index  in 
India  and  Bangladesh  is  below  5 
and  in  the  V.S.,  Scandinavia,  Switzer- 
land, Australia  and  Canada,  7.S  to  8. 
Why  are  suicide  rates  much  higher  in 
the  latter  countries? 
-MUNZKR  Haquk 
Dallas,  Te.x. 

Sir:  Seligman  suggests  the  idea  of  a 
weak  connection  between  money  and 
happiness  goes  back  to  Adam  Smith. 
In  fact,  it  goes  back  to  Aristotle  (384 
322  B.c;.),  who 
argued  for  doing 
things  in  accor 
dance  with  the 
highest  within  us. 

Aristotle  would 
probably  disagree 
with  the  article's 
suggestion  that 
genetics  deter- 
mines our  level  of 

happiness.  Fie  held  that  the  things  we 

do  determine  the  character  of  our 

lives.  Happiness  is  a  matter  of  making 

good  choices. 

-Brian  F.  John.son 

Chicapio,  111.  H 
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What  can  we 

do  to  get 
in  the  door? 


We're  delivering  daily  for  FedEx.  Just  as  we  can  for  you.  "Sun  really  understands  how  to  deliver 
results  on  projects  the  size  of  ours,"  according  to  Kevin  Humphries,  Vice  President  of  FedEx's  Line  Haul 
Systems  Development,  which  supports  the  largest  cargo  airline  fleet  in  the  world.  "We  share  the  same  vision^ 
of  network  computing."  With  2.7  million  packages  in  transit  every  business  day,  that  vision  is  critical.  It  hclped- 
us  switch  FedEx  from  mainfrarnes  to  a  global,  mission-critical,  open  systems  computer  ^ 
network.  Which  shows  FedEx  the  status  of  any  shipment,  anywhere,  anytime.  ^^^^^  ^i^l^/J^^ 
And  helps  the  entire  company  get  where  it  wants  to  go.  THE  NETWORK  IS  THE  COMPUTER^*"  microsystems 

©  t997  Sun  Microsystems,  Inc.  All  fights  reserved  Sun,  Sun  Microsystenns,  the  Sun  Logo,  and  The  Network  Is  The  Computer  are  trademarks  or  registered  triidemarks  of  Sun  Microsystems,  Inc. 
in  lh«  Unit»d  StatM  «nd  o«h»r  «iuntfi»i.  f  «IEx  ii » r«gin*r«d  servic*  mark  of  Fedefal  Express  Corporation. 


Don't  let  a  cancelled  flight  get  in  your  way. 


No  one  puts  you  in  touch  with  more 
precise  airline  schedules  and  connec- 
tions or  more  complete  hotel  and  car 
rental  information.  Even  interactive 
maps  to  help  you  plot  your  course. 
No  one  gives  you  more,  as  qiuckly 
and  as  easily  as  OAG. 

And  you  can  get  your  inlormation  any 
way  you  want  it,  any  lime  you  need  it. 


Stay  in  control  of  your  air,  hotel 
and  car  arrangements  anytime, 
anywhere,  with  OAG. 


Access  OAG  through  our  printed 
guides,  both  desktop  and  pocket-size. 
Through  your  LAN,  our  CD  or 
on-lme.  Even  via  telephone  and 
wireless,  loo. 

So  flip  through,  dial  up,  log  on  or 
click  your  way  through  OAG. 
You'll  have  the  world's  most  complete 
and  unbiased  travel  inlormation  at 
your  fingertips. 

With  OAG,  your  business  travel  will 
never  gel  in  the  way  of  your  business. 


OAG 

Where  travel  begins  " 


Call  1-800-DlAL-OAG  or  E-mail  us  at  oaginfo@oag.cotn 

OAG  is  a  leading  brand  of  Reed  Travel  Group. 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 

By  Steve  Forbes,  Editor-in-Chief 


PRESIDENT  CLINTON'S  LACK  OF  LEADERSHIP 


and  his  penchant  for  putrini;  style  over  substance  are 
beginning  to  have  their  inevitable  results.  The  economy 
(which,  given  the  Fundamentals,  should  have  been  expe- 
riencing rapid  growth  in  recent  years)  may  slow  down 
again,  burdened  not  only  by  C^linton's  higher  taxes  and 
ever-more  regulations  but  also  by  the  Federal  Reserve's 
unnecessary  tightening. 

Our  critical  relations  with  China  have  been  fecklessly 
jeopardized  by  Clinton's  drift  and  his  inaliility  to  take  his 
own  statements  seriously.  Beijing  would  never  have  pushed 


the  en\elope  on  curtailing  ci\il  liberties  in  Hong  Kong, 
pirating  our  intellectual  property,  selling  missiles  to  rogue 
states  and  nuclear  bomb  parts  to  Pakistan  and  who  knows 
whom  else,  threatening  Taiwan  with  live  missiles  off  its 
shores,  perhaps  corrupting  our  politics  and  oppressing  C'hi- 
nese  Christians  and  Tibetan  Buddhists  if  it  didn't  see  the 
Aciministration  as  so  spineless  and  uncertain. 

Clinton's  embrace  of  the  Hawed  Chemical  Weapons  Con- 
vention is  the  latest  example  of  the  President's  predilection  for 
nice-sounding  labels  over  laisighted,  hardheaded  thinking. 


JUNK  BUDGETING 


Talk  of  balancing  thh  huogkt  hy  2002  is  a  sham. 
pA'en  if  one  takes  the  revenue  and  expenditure  estimates 
seriously,  the  national  debt  will  continue  to  rise. 

Why  does  die  national  debt  grow  more  than  the  alleged 

budget  deficit  number  each  year.^   

Because  the  Beltway  engages  in 
accoimting  that  in  the  private  sector 
would  land  you  with  lawsuits,  if  not  a 
jail  term.  Take  Social  Security,  which 
is  supposed  to  be  a  separate  trust 
fund.  Social  Security  is  currently  gen- 
erating surpluses  (which  will  turn 
negative  around  2012)  because  of  the 
baby  boomer  demographic  bubble. 
Washington  theoretically  borrows 
these  surpluses  to  cover  its  shortfalls. 
Yet  for  the  balanced  budget  number, 
those  borrowings  are  counted  as  rev- 
enues. Can  you  imagine  borrowing 
and  then  counting  that  money  as 
sales?  Last  year,  the  official  budget  deficit  was  $107  bil 
lion.  The  real  spending  shortfill  was  over  $170  billion. 

We're  told  that  the  last  time  Washington  didn't  run  red 
ink  was  in  1969.  It's  longer  ago  than  that.  Outgoing 
President  Lyndon  Johnson  achieved  that  feat  by  includ- 

SHOOTING  DOWN 

The  power  of  real  time  information  was  wonderfully 
illustrated  a  couple  of  weeks  ago.  The  Treasury  Depart- 
ment was  about  to  slip  through  a  nasty  little  tax  increase 
on  America's  limited  partnerships. 

Limited  partners  would  have  to  pay  what  is,  in  effect,  the 


ing  the  Social  Security  surplus.  Prior  to  that,  the  national 
pension  plan  was  trulv  off  budget. 

Of  course,  the  government's  estimates  for  out-years  (fu- 
ture) spending  are  hardly  worth  die  paper  they  are  written  on. 

  For  example,  in  1965  when  Medicare 

was  launched,  we  were  told  that,  adjust- 
ed tor  inflation,  outlays  for  this  program 
would  be  a  little  more  than  $10  billion 
by  the  early  1990s.  Instead,  they  were 
over  $100  billion.  Hstimates  of  future 
Medicare  and  Medicaid  spending  have 
traditionally  been  wide  of  the  mark. 

Washington  also  makes  the  absurd 
assumption  that  changes  in  the  tax  law 
don't  affect  people's  behavior.  That  is 
why  the  CxMigressional  Budget  Office 
can  declare,  with  a  straight  face,  that  a 
cut  in  the  capital  gains  tax  would  cost 
the  government  money.  However, 
every  time  the  rate  has  been  cut,  rev- 
enues have  surged.  (And  how  meaningful  would  an  Alice- 
in-Wonderland  balanced  budget  be  in  the  face  of  Social 
Security's  $9  trillion  of  unfunded  liabilities?)  Yet  based  on 
this  flaky  process,  a  number  of  Republicans  seem  ready  to 
ditch  meaningflil  tax  relief,  not  to  mention  tax  simplificadon. 

STEALTH  TAX  HDOE 

2.9%  Medicare  payroll  tax  not  only  on  the  incomes  diey  actu- 
ally received  but  also  on  die  earnings  the  partnership  retained. 
In  odier  words,  even  though  these  partners  didn't  receive  the 
monev,  they  would  be  liable  lor  the  tax.  It  diese  people  made 
less  than  $65,000  a  year,  as  many  in  these  small  businesses 


Budget 
deficit 
($bil) 

Off-budget  Yearly 
surplus  increase 
(primarily     in  tlie  gross 
Social  Security)  federal  debt 
($bil)  ($bil) 

1990 

$221,2 

$56.6 

$338 

1991 

269.4 

52.2 

392 

1992 

290.4 

50.1 

404 

1993 

255.0 

45.3 

349 

1994 

203.1 

55.7 

292 

1995 

163.9 

62.4 

278 

1996 

107.3 

67.0 

260 

1997* 

125.6 

73.9 

272 

•Estimate. 

Source:  Economic  Report  of  the  President. 
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do,  they  would  be  hir  with  the  full  Soeial  Security  tax  as  well. 
So  a  niaitre  lV  making  $35,000  could  sec  her  total  income 
and  payroll  tax  bill  go  up  69%! 

(Congress  rejected  a  similar  tax  increase  in  1994.  How  can 
the  I  lis  enact  a  tax  increase  by  decree? 
By  pretending  this  is  not  a  "major 
rule"  or  "significant  regulator}'  action." 

Americans  for  Hope,  Growth  and 
Opportunity  (AHGO),  an  issues 
advocacy  organization  I  helped 
launch  and  of  which  I  am  now  Hon- 
orary Chairman,  released  a  memo  on 
this  stealdi  tax  increase.  The  next  day, 
an  outraged  Rush  I.imbaugh  read  it 
on  his  radio  show.  Small- business 
people  burned  up  the  phone  lines. 
House  Speaker  Newt  Gingrich  was 
one  of  those  listening  while  he  was 
driving  to  \'isit  his  daughter  during  (Congress'  Easter  recess. 
He  immediately  pulled  off  the  road  and  had  his  staff  call 


Paul  Revere's 
modern  heir. 


AHGO.  An  hour  later,  the  Speaker  phoned  Limbaugh  on 
the  air  and  vowed  that  Republicans  would  block  this  out- 
rageous maneuver.  Representative  Sue  Myrick  (R-N.C.) 
has  introduced  the  appropriate  legislation  in  the  House, 
and  Senator  Kit  Bond  (R-Mo.)  is 
leading  the  charge  in  the  Senate. 

A  reenergized  Newt  Gingrich — 
who  easily  outshone  Vice  President 
Gore  during  their  overiapping  trips  to 
China — did  not  stop  there.  A  few 
days  later,  Gingrich  proposed  abolish- 
ing taxes  on  capital  gains  and  estates. 

Continuing  his  Paul  Revere-like 
role,  the  legendary  Limbaugh  the 
following  week  alerted  the  nation  to 
the  devastating  fees  and  taxes — 
largely  unknown — that  await  those 
who  have  spent  a  lifetime  building 
up  assets  in  IRAs  and  Keogh  plans.  The  resultant  reaction 
will  certainlv  bring  needed  reform  here. 


Newly  engaged  Newt 
takes  charge. 


DAFT 


In  ONK  of  THH  most  preposterous  government  actions 
of  recent  years,  the  Federal  Trade  Commission  (FTC)  is 
trying  to  block  the  merger  of  two  office  supply  discount- 
ers. Staples  and  Office  Depot.  The  union  would  give  the 
new  entity  around  a  5%  share  of  the  existing  market  for 
office  supplies.  That's  not  a  typo — the  combined  share 
would  be  5%,  not  50%  or  95%. 
This  is  an  antitrust  action? 

The  FTC  lamely  argues  that  the  merger  would  lead  to 


higher  prices.  Office  supplies  are  sold  everywhere.  If  this 
chain  were  to  charge  too  much,  consumers  could  easily 
get  the  stuff  elsewhere.  Implicit  in  the  FTC  decision  is  the 
attitude  that  buyers  are  too  dumb  to  comparison  shop. 
(In  fact,  in  this  high-tech  era,  comparison  shopping  is 
becoming  even  easier  via  the  Internet.) 

The  FTC  boasts  that  this  kind  of  activity  demonstrates 
the  agency  is  becoming  more  "aggressive."  Moronic, 
high-handed,  arbitrary,  would  be  more  accurate. 


FASTEN  YOUR  SEAT  BELTS 

Airframe — by  Michael  Crichton  (Alfred  A.  Knopf,  $26).  Excerpt:  There  was  a  time  when  reporters  wanted 
Another  Crichton  delight — a  tast-paceci,  mysterv-adven-     information,  their  questions  directed  to  an  underlyinjj 


ture  tale  that  combines  entertainment  with  dol- 
lops of  education.  A  plane's  deadly,  midair 
mishap  triggers  an  investigation  by  a  female  exec- 
uti\e  at  the  manufacturing  company  that  made 
the  craft,  a  task  that  has  her  dix  ing  into  all  sorts 
of  turbulent  intrigues.  Critics  carp  that 
Crichton's  books  are  more  formulaic  than  they 
are  creative  literature;  enthralled  readers  will  treat 
this  criticism  the  way  Lincoln  did  General  Grant's 
alleged  drinking.  Some  say  this  isn't  a  story  to  be 
reaci  if  you  are  traxeling  by  plane.  Given  the  usual 
delays  travelers  now  experience,  you  will  probably  be 
able  to  read  this  one  while  waiting  on  the  ground. 


¥l  C  N  Ji  ! 
CRICHLUjE 


AIRFRAME 


event.  It  was  a  matter  of  pride  that  they  could 
accurately  state  your  view,  before  rejecting  it.  But 
reporters  came  to  [this]  story  with  the  lead  fixed 
in  their  minds;  they  saw  their  job  as  proving  what 
they  already  knew.  They  didn 't  want  information 
so  much  as  evidence  of  villainy.  They  were  openly 
skeptical  of  your  point  of  view,  since  they  assumed 
you  were  just  beinjj  evasive.  They  proceeded  in  an 
atmosphere  of  muted  hostility  and  suspicion.  They 
wanted  to  trip  you  up,  to  catch  you  in  a  small 
error,  or  in  a  foolish  statement — or  just  a  phrase 
that  could  be  taken  out  of  context  and  made  to  look  silly 
or  insensitive. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  I'iiii,  and  otherVoKWS  eatery  experts  Jeff  Cunninjjharn  and  Tom  Jones. 


Le  Grenadin— 13  Fast  37th  St.  (Tel.:  725-0560).  A 
welcoming,  old-fashioned  place  with  traditional  French 
fare — without  an  astronomical  price  tag.  Particularly  note- 
worthy, rack  of  lamb  and  grilled  Dover  sole.  Service, 
friendlv  and  helpful.  This  is  a  good  bet. 

•  Butterfield  81—170  East  81st  St.  (Tel.:  288-2700). 
A  restaurant  of  the  moment,  where  the  ambience  is  both 
clublike  and  crowded.  People  flock  here  to  see  and  be 
seen.   The  menu  (apart  from  the  $16  hamburger)  is 


sophisticated.  Best  samplings:  foie  gras  with  lentils  and  the 
sirloin  steak  with  caramelized  onions. 

•  Indochine— 430  Lafayette  St.  (Tel.:  505-5111).  A 
terrific,  innox  ative  restaurant.  Scrumptious:  muc  don  torn 
(fried  squid  stuffed  with  shrimp,  served  with  grilled  veg- 
etables), ga  uop  xa  (grilled  chicken  breast  stuffed  with  lime 
leaf,  lemon  grass  and  coconut  milk)  and  bahn  hoi  tom  lui 
(grilled  pra\\'ns  with  crushed  ginger,  scallion  and  angel  hair 
noodles).  Desserts  are  some  of  the  best  ever  tasted.  ■■ 
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langing  your  p< 


Lets  begin  with  an  eye-opener:  Jaguar  sales  have  more  titan  JouhleA  in  the  past  four  years, 
why?  Simply,  our  owner  satisfaction  has  dramatically  increased.  In  fact,  just  since  1QQ4,  there  has 
heen  a  40%  reduction  in  "faults"*  placing  us  among  the  industry's  hest  in  new-vehicle  quality. 
Surprised?  Read  on.  There  are  a  few  more  things  we  d  like  to  tell  you  xihout  our  new  hreed. 


A  quality  story,  in  many  parts.  Every  car  in  our  line  lias 
liecn  redesigned  and  re-engineered  over  blie  last  lliree  model 
years.  We've  even  refined  tke  way  we  Luild  tliem,  ty  investing 
in  new  assembly  and  engine  plants,  and  ty  estaLlisliing 


relationsliips  witli  world-renowned  suppliers.  But  were 
most  proud  ol  what  we've  dt)ne  in  llie  veliicles  themsclver. 
Tlie  XJ  beries  now  lias  a  revamped  electrical  system.  iVnd 
tlie  XK8  now  uses  a  self-monitoring  multiplex  system 


1  llic  1991   1996  I  '.S.  Compolilivc  NcwVcKiclc  Qualily  cv,,rvcys  "l  'n<lcr  norm.il  drivini;  conJilions  willi  regular  fluid/fillor  cliang«.*Si.-c  your  aulliorizej  Jaguar  dealer  for  complclc  Icrins  aiul  conditions  of  tke  iimilcd  warranl 


ceptiono 


a  p  u  a  r 


Lilted  f  rom  tlie  aerospace  industry.  Add  state-oi-tne-art 
limine  management  and  climate  control  systems,  and  you 
i\c  automobiles  tliat  are  world-class  in  every  sense. 

iieiv  family  of  engines.  The  lifehJood  of  the  pedigree. 

lie  trades  agree— today's  engines  are  tlie  finest  we've  ever 
MKcived.  Consider  tke  new  290-korsepower  AJ-V8in  tlieXKS. 
^  llie  XJR's  322-korscpower,  supcrcliargcd  A  J  16.  Or  tl  le 

245-liorsepower,  4.()-lilre  power  plant:  tlie  engine  llial 
ompted  Car  magazine  to  call  todays  Jaguar  "a  masterpiece. 


There  is  no  greater  comfort  than  peace  of  mind.  These 
new  automobiles  and  engines  require  httl  e  attention.  In  tlie  case 
of  tke  AJA'8,  tkere's  no  sckeduled  tune-up  for  tke  first  100,000 
miles**  wkick  dramatically  reduces  routine  costs.  And  our 
4-year/50,000-niile  kumper-to-kumper  limited  warranty  and 
24-kour  roadside  assistance^  assure  you  of  years  of  secure 
driving.  See  your  dealer  for  a  test  drive.  We're  confident  you 
will  never  tkini?  akout  Jaguar,  or  driving,  tke  same  way  again. 


JAGUAR^ 


.R.wilsirliAssisLuicc.  Enjoy  tomorrow.  BucU.- up  l,«la)«:UQQ7Jji;u..r  Cars,       Call  I -800  -  4  -  J  AC  1 1 '  A  K  or  visit  www.  jae'iiarcars.coiii/us.       A  HCW  breed  of  Jaguar 


Other  Comments 


Strong  Foundation 

EvKRY  1'AI<j-;n  i  knows  that  "once  upon 
a  time"  is  the  most  powerfiil  lure  you 
can  throw  a  child;  once  snared,  we  are 
historians  tor  all  our  travels  dirougli  life. 
-Carla  Davidson,  senior  editor, 
American  Her  it  a  pi e 

Shake  It  Up 

Nkvvi  Gingi<jc:i  i  |has]  launched  a  new 
tax  cut  offensive,  including  bold  pro- 
posals to  eliminate  completely  the  tax 
on  capital  gains  anci  all  estate  taxes. 
Before  anyone  starts  rejoicing  over 
expected  tax  savings,  they  should  scru- 
tinize die  Speaker's  language.  Mi-. 
Gingrich  used  the  politically  artflil 
phrase  "sometime  this  year."  hi  other 
words,  the  Republican  leadership  is  still 
considering  a  strategy'  of  balancing  the 
budget  Hrst  and  then  seeking  tax  cuts. 

Mr.  Gingrich  and  the  GOP  leader- 
ship are  much  better  advised  to  stick 
to  first  principles  by  putting  tax  cuts 
on  the  same  footing  as  budget  sav- 
ings. Or,  how  about  a  different 
thought  experiment  that  puts  tax  cuts 
first  and  then  forces  the  spending  side 
to  conform  to  revenue  estimates? 
-Lavvrenck  Kudlovv,  chief  econo- 
mist, American  Skandia 

Moneymakers 

Russian  infiation  prompted  the  gov- 
ernment [in  March]  to  issue  a 
500,000-ruble  bank  note — largest  ever. 
Inflation  has  erocied  the  \'alue  of  small- 
er-denominatitMi  bills.  Previously,  die 
largest  bank  note  in  circulation  was  die 
100,000-ruble  note,  wortii  about  $18. 
The  new  note  [is]  worth  about  $88. 


"What  difference  does  it  make  that 
they  will  make  a  50(),000-ruble 
note,"  says  Gennady  Ivanov,  a  retired 
factory  worker  who  lives  in  Moscow. 
"It  won't  make  us  any  richer." 
-USA  Today 


We  have  entered  an  Orwellian  era 
in  which  entitlement  replaces  re- 
sponsibility, coercion  is  described  as 
compassion,  compulsory  redistri- 
bution is  called  sharing,  race  quotas 
substitute  for  diversity  and  suicide 
is  prescribed  as  death  with  dignity. 
If  you  teU  people  that  you  want  to 
raise  their  taxes,  transfer  their 
wealth,  count  them  by  skin  color  or 
let  doctors  kill  patients,  most  will 
object.  Statists  know  this,  and 
therefore  are  obliged  to  obfuscate. 
-Thkodorf  J.  FoRSTMANN,  general 
partner,  Forstmann  Little  &  Co. 

Look  to  History 

President  Jackson  was  judged 
amoral  because  his  wife  was  not  tech- 
nically di\'orccd  from  a  previous  mar- 
riage when  she  marrieci  him.  Pres- 
ident Andrew  Johnson  became 
known  as  a  drunk,  and  all  because  he 
was  too  inebriated  to  deliver  a  coher- 
ent speech  at  his  swearing-in  as 
Lincoln's  Vice  President.  (The  whisky 
was  for  medicinal  purposes,  he  said.) 
U.S.  Grant  became  synonymous  with 
scandal  when  it  was  really  his  loyal 
appointees  who  siphoned  off  Federal 
whisky  taxes  and  took  kickbacks. 
Maybe  Mr.  Clinton  can  take  heart 
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from  the  fact  that  others  had  it  rougher, 
thither  that,  or  he  can  be  terrified  by  die 
prospect  diat  things  can  still  get  worse. 
-Michael  Wines,  New  York  Times 

Writer's  Block 

In  my  own  experience,  nodiing  is 
harder  for  the  developing  writer  than 
(A'crcoming  his  anxiet\'  that  he  is  fool- 
ing himself  and  cheating  or  embarrass- 
ing his  family  and  fiiends.  To  most 
people,  even  tiiose  who  don't  read 
much,  there  is  something  special  and 
x  aguely  magical  about  writing,  and  it  is 
not  easy  for  tiieni  to  believe  that  some- 
one diey  know — someone  quite  ordi- 
nar\'  in  many  respects — can  reallv  do  it. 
-John  Gardner  (1912-1982), 
American  novelist  and  writer 

Running  on  Fumes 

DEPim'  Trf:asury  Secrftarv  Lawrence 
Summers  [recentiy]  unveiled  a  program 
to  ox'erhaul  die  IRS.  Last  year  we  warned 
that  without  a  major  o\'crhaul,  die  IRS 
miglit  liax'e  trouble  meeting  its  rex'enue- 
collecting  mission  within  three  years. 
Lew  employee  morale,  a  talent  drain 
and  die  inabilit}'  to  process  electronic 
filings  are  crippling  the  ageno'.  The  only 
tiling  diat  keeps  it  up  and  running  is  a 
high  rate  of  voluntary  tax  compliance. 
-Jim  McTague,  Barron  '.f 

A  Sununer  Day's  Nightmare 

We  ljnaurried  folk  enjcn-  die  most 
enviable  of  lifestvdes,  with  nodiing  to  do 
alter  work  but  take  yoga  classes  or  play 
volleyball  with  fellow  tenants  in  the  gar- 
den-apartment complex.  Yet  at  wed- 
dings we  sink  to  die  rank  of  wretches  let 
into  die  teast  to  remind  die  coupled 
majoritv'  how  luck\'  diey  are.  We  are  re- 
signed to  diis  role,  and  prefer  social 
events  that  are  not  attempts  at  social  en- 
gineering. The  people  at  a  swingles  ta- 
ble probably  hax  e  notiiing  in  common 
except  their  solitude,  which  doesn't 
bode  well  for  li\'elv  conversation,  much 
less  inspired  flirtation.  The  notion  that 
diere's  fair\'  dust  in  the  air,  and  that 
ever)'one  will  pair  off  at  the  end,  as  in  a 
Shakespeare  comedy,  is  just  fantasy.  The 
best  one  can  hope  for  is  farce. 
-Joe  Giffurda,  American  Spectator  ■■ 
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Lawsuits  can  be  an  assault  on  executives,  jeopardizing  both  personal  and  corporate  assets. 
Though  you  may  be  vulnerable  to  the  legal  system,  you  can  protect  yourself  and  your  company 
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Zurich-American,  the  commitment  of  our  D&O  specialists  is  backed  by  our  global  capacity 
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THE  HELSINKI  SUMI 

Of  all  the  Clinton  Administration's  false  claims  of 
foreign  policy  "achievements,"  perhaps  the  most  danger- 
ous for  our  fiature  security  are  those  made  after  the  recent 
Helsinki  summit  meeting  between  Presidents  Clinton 
and  Yeltsin.  Let  us  review  the  claims  and  the  facts: 

■  The  claim:  Russia,  while  still  grumbling,  virtually  accept- 
ed NATO's  expansion,  with  membersliip  likely  being 
extended  to  Poland,  the  Czech  Republic  and  Hungary. 
The  facts:  Russia  agreed  to  no  such  thing.  But  Mr. 
Clinton  offered  Russia  still  more  appeasements  that  will, 
as  Henry  Kissinger  noted,  undermine  NATO's  ability  to 
guarantee  the  West's  security.  Despite  repeated  claims 
that  Russia  has  not  been  given  a  veto  over  NATO  deci- 
sions, Clinton  promised  that  "where  appropriate"  there 
would  be  "joint  decision  making  and  action  on  security 
issues."  If  Russia  is  against  something,  there  will  not  be 
any  action  taken;  that  is  what  used  to  be  called  a  veto. 

■  The  claim:  The  Helsinki  summit  has  strengthened  NATO. 
The  facts:  The  three  new  members  of  NATO  will  be  sec- 
ond-class members  because  we  promised  Russia  diat  nei- 
ther NATO  troops  nor  nuclear  weapons  would  be  deployed 
within  their  boundaries.  We  also  virtually  precluded  any 
near-time  admission  of  any  other  countries  to  NATO, 
including  the  Baltic  nations,  which  have  every  right  to  join. 

Little  else  could  have  been  expected  from  a  President 
who  initially  referred  to  NATO's  proposed  enlargement  as 
moving  the  boundary  line  "just  a  littie  further  east,"  and 
who  declared  at  Helsinki  that  "the  old  NATO  was  basi- 
cally a  mirror  image  of  the  Warsaw  Pact."  Mr.  Clinton 
obviously  is  dangerously  ignorant  of  the  fact  that  the 
Warsaw  Pact  was  held  together  by  tlie  most  brutal  forms 
of  economic  and  military  aggression,  while  NATO  is  a 
voluntary  association  of  like-thinking  democracies,  whose 
every  action  requires  a  freely  delivered,  unanimous  vote. 

By  yielding  to  Russia,  we  have  given  it  much  of  what  the 
defeated  Soviet  Union  always  wanted.  Littie  attention  has 
been  paid  to  the  risks  we  run  of  losing  the  support  of 
Poland,  the  Czech  Republic,  Hungary  and  the  Baltics,  as 
well  as  others  whose  help  we  may  need  if  Mr.  Yeltsin's  suc- 
cessor tries  to  use  Russia's  vast  arsenal  of  nuclear  warheads. 

■  The  claim — as  reported  by  the  New  York  Times:  The  Hel- 
sinki missile  defense  agreement  "will  make  Americans  safer." 
The  facts:  We  gave  Russia  four  more  years,  to  2007,  to 
complete  dismantling  its  multiwarhead,  intercontinental 


IT:  FICTION  vs.  FACT 

ballistic  missiles  that  that  were  covered  under  the  START 
II  Treaty.  In  addition,  Mr.  Clinton  agreed  to  negotiate 
"measures"  (not  yet  specified)  that  may  substantially 
reduce  the  effectiveness  of  our  sea-launched  cruise  mis- 
siles, a  demand  the  Soviets  have  always  made  but  every 
previous  administration  has  always  resisted. 
■  The  claim:  Mr.  Clinton  reaffirmed  support  for  the 
1972  ABM  Treaty — a  treaty  that  prevents  us  from 
deploying  any  effective  strategic  defense — claiming  that 
this  is  the  "cornerstone  of  our  arms  control  efforts."  He 
also  claimed  (without  the  advice  and  consent  of  the  U.S. 
Senate)  that  we  and  Russia  would  expand  the  ABM 
Treaty  to  cover  theater  missile  defense  (TMD). 
The  facts:  We  have  agreed  to  use  only  ineffective,  short- 
range  defenses  not  capable  of  destroying  incoming  missiles 
that  go  faster  than  5  kilometers  per  second  and  defenses 
not  capable  of  intercepting  anything  fiirtiier  than  3,500 
kilometers  away.  How  does  this  make  America  safer? 

The  Administration  fell  into  the  fatal  trap  of  defining 
what  is  permitted  and  what  is  forbidden — something 
Russia  has  tried  to  get  us  to  do  since  we  started  devel- 
oping strategic  defenses  in  1983.  Russia  understood  that 
in  our  eagerness  to  get  an  agreement  we  would  accede 
to  its  definition,  instead  of  leaving  ourselves  free  to 
develop  the  best  protection  for  America  and  our  allies. 
How  does  this  make  us  safer? 

Finally,  to  seal  our  missile-defense  impotence,  Mr.  Clin- 
ton agreed  to  ban  any  space -based  missile  defenses  and 
pledged  not  to  develop  or  deploy  any  fiituristic  develop- 
ments such  as  lasers.  The  Administration  said  this  was  all 
right  because  it  is  consistent  with  our  current  "plans."  As 
we  currendy  have  no  plans  to  develop  effective  strategic 
defenses  against  nuclear  missiles,  this  may  be  true,  but  it 
is  hardly  comforting. 

Now  that  the  Administration  is  firmly  in  the  Russian 
camp,  agreeing  that  we  will  do  nothing  effective  to  defend 
ourselves  against  Russia's  huge  nuclear  missile  capabilities, 
our  one  remaining  hope  is  tiiat  the  U.S.  Senate  will  refuse 
to  be  bypassed,  as  the  President  has  proposed.  He  and  the 
Senate  should  remember  that  the  Defense  Authorization 
Act  signed  by  Mr.  C^linton  in  1994  requires  any  agreement 
that  substantively  modifies  the  ABM  Treaty  to  be  submit- 
ted to  the  Senate.  It  is  up  to  the  Senate  to  insure  that  the 
President  faithfiilly  executes  the  law  of  the  land.  H 
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THE  HELSINKI  SUMI 

Of  all  the  Clinton  Administration's  false  claims  of 
foreign  policy  "achievements,"  perhaps  the  most  danger- 
ous for  our  future  security  are  those  made  aft:er  the  recent 
Helsinki  summit  meeting  between  Presidents  Clinton 
and  Yeltsin.  Let  us  review  the  claims  and  the  facts: 

■  The  claim:  Russia,  while  still  grumbling,  virtually  accept- 
ed NATO's  expansion,  with  membership  likely  being 
extended  to  Poland,  the  Czech  Republic  and  Hungary. 
The  facts:  Russia  agreed  to  no  such  thing.  But  Mr. 
Clinton  offered  Russia  still  more  appeasements  that  will, 
as  Henry  Kissinger  noted,  undermine  NATO's  ability  to 
guarantee  the  West's  security.  Despite  repeated  claims 
that  Russia  has  not  been  given  a  veto  over  NATO  deci- 
sions, Clinton  promised  that  "where  appropriate"  there 
would  be  "joint  decision  making  and  action  on  security 
issues."  If  Russia  is  against  something,  there  will  not  be 
any  action  taken;  that  is  what  used  to  be  called  a  veto. 

■  The  claim:  The  Helsinki  summit  has  strengthened  NATO. 
The  facts:  The  three  new  members  of  NATO  will  be  sec- 
ond-class members  because  we  promised  Russia  that  nei- 
ther NATO  troops  nor  nuclear  weapons  would  be  deployed 
within  their  boundaries.  We  also  virtually  precluded  any 
near-time  admission  of  any  other  countries  to  NATO, 
including  the  Baltic  nations,  which  have  every  right  to  join. 

Litde  else  could  have  been  expected  from  a  President 
who  initially  referred  to  NATO's  proposed  enlargement  as 
moving  the  boundary  line  "just  a  little  fiirther  east,"  and 
who  declared  at  Helsinki  that  "the  old  NATO  was  basi- 
cally a  mirror  image  of  the  Warsaw  Pact."  Mr.  Clinton 
obviously  is  dangerously  ignorant  of  the  fact  that  the 
Warsaw  Pact  was  held  together  by  the  most  brutal  forms 
of  economic  and  military  aggression,  while  NATO  is  a 
voluntary  association  of  like -thinking  democracies,  whose 
every  action  requires  a  freely  delivered,  unanimous  vote. 

By  yielding  to  Russia,  we  have  given  it  much  of  what  the 
defeated  Soviet  Union  always  wanted.  Little  attention  has 
been  paid  to  the  risks  we  run  of  losing  the  support  of 
Poland,  the  Czech  Republic,  Hungary  and  the  Baltics,  as 
well  as  others  whose  help  we  may  need  if  Mr.  Yeltsin's  suc- 
cessor tries  to  use  Russia's  vast  arsenal  of  nuclear  warheads. 

■  The  claim — as  reported  by  the  New  York  Times:  The  Hel- 
sinki missile  defense  agreement  "will  make  Americans  safer." 
The  facts:  We  gave  Russia  four  more  years,  to  2007,  to 
complete  dismantling  its  multiwarheaci,  intercontinental 
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ballistic  missiles  that  that  were  covered  under  the  START 
II  Treaty.  In  addition,  Mr.  CUnton  agreed  to  negotiate 
"measures"  (not  yet  specified)  that  may  substantially 
reduce  the  effectiveness  of  our  sea-launched  cruise  mis- 
siles, a  demand  the  Soviets  have  always  made  but  every 
previous  administration  has  always  resisted. 
■  The  claim:  Mr.  Chnton  reaffirmed  support  for  the 
1972  ABM  Treaty — a  treaty  that  prevents  us  from 
deploying  any  effective  strategic  defense — claiming  that 
this  is  the  "cornerstone  of  our  arms  control  efforts."  He 
also  claimed  (without  the  advice  and  consent  of  the  U.S. 
Senate)  that  we  and  Russia  would  expand  the  ABM 
Treaty  to  cover  theater  missile  defense  (TMD). 
The  facts:  We  have  agreed  to  use  only  meffective,  short- 
range  defenses  not  capable  of  destroying  incoming  missiles 
tliat  go  faster  than  5  kilometers  per  second  and  defenses 
not  capable  of  intercepting  anything  further  than  3,500 
kilometers  away.  How  does  this  make  America  safer.^ 

The  Administration  fell  into  the  fatal  trap  of  defining 
what  is  permitted  and  what  is  forbidden — something 
Russia  has  tried  to  get  us  to  do  since  we  started  devel- 
oping strategic  defenses  in  1983.  Russia  understood  that 
in  our  eagerness  to  get  an  agreement  we  would  accede 
to  its  definition,  instead  of  leaving  ourselves  free  to 
develop  die  best  protection  for  America  and  our  allies. 
How  does  this  make  us  safer.> 

Finally,  to  seal  our  missile-defense  impotence,  Mr.  CUn- 
ton agreed  to  ban  any  space -based  missile  defenses  and 
pledged  not  to  develop  or  deploy  any  futuristic  develop- 
ments such  as  lasers.  The  Administration  said  this  was  all 
right  because  it  is  consistent  with  our  current  "plans."  As 
we  currendy  have  no  plans  to  develop  effective  strategic 
defenses  against  nuclear  missiles,  this  may  be  true,  but  it 
is  hardly  comforting. 

Now  that  the  Administration  is  firmly  in  the  Russian 
camp,  agreeing  that  we  will  do  nothing  effective  to  defend 
ourselves  against  Russia's  huge  nuclear  missile  capabilities, 
our  one  remaining  hope  is  that  the  U.S.  Senate  will  refijse 
to  be  bypassed,  as  the  President  has  proposed.  He  and  the 
Senate  should  remember  that  the  Defense  Authorization 
Act  signed  by  Mr.  Clinton  in  1994  requires  any  agreement 
that  substantively  modifies  the  ABM  Treaty  to  be  submit- 
ted to  the  Senate.  It  is  up  to  the  Senate  to  insure  that  the 
President  faithfiiUy  executes  the  law  of  the  land.  H 
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In  every  era,  the  few  who  make  a  difference  are 
those  who  dare  to  imagine  a  world  beyond  the  horizon. 
A  world  in  which  ofd  truths  are  enriched  with  new  ones. 
The  greater  the  resources,  the  greater  the  possibilities. 
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Paranoid  in  Poland 


l:Vll^ii/:l:U'i!ll,'i:l!lirm 


*1  am  scared 
s— less.  You 
screw  up 
once  here, 
and  your 
career  is 


over. 


Something  was 
wrong  with 
Poland  when  I 
visited  my  native 
land  last  month. 
It  was  too  per- 
fect. Was  I  in  the 
wrong  country.' 

When  I  called 
a  car  service,  the 
dispatcher 
offered  a  Mer- 
cedes for  the 
same  price  as  a 
Polish  Polonez. 
It  arrived  five 
minutes  early, 
spotlessly  clean 
and  driven  by  an  elegantly  attired  driver.  He 
actually  jumped  out  to  open  the  door  for  me. 
"Yesterday  I  arrived  [for  a  pickup]  two  minutes 
late  and  was  suspended  for  three  hours,"  he 
told  me,  explaining  his  promptness. 


I  ordered  a  pair  of  glasses  from  a  small  opti- 
cal shop  in  Gdynia,  my  hometown,  on  the 
coast  of  the  Baltic  Sea.  The  prescription  was 
complicated,  and  the  optician  said  he  had  to 
order  special  lenses  from  an  outside  vendor. 
"But  I  am  going  back  to  the  U.S.  in  three 
days,"  I  whined.  It  was  the  week  before 
Easter — a  huge  holiday  in  Catholic  Poland — 
and  businesses  were  closing  early,  but  the  opti- 
cian stayed  after-hours  to  finish  my  glasses.  "I 
can  drop  by  your  home  and  deliver  them  for 
you,"  he  offered. 

This  in  a  country  where,  precapitalism,  a 
shrug  of  the  shoulders  was  the  standard 
response  to  a  consumer  complaint,  anci  you 
took  from  the  stores  what  you  could  get. 

But  nothing  comes  free.  In  exchange  for 
vastly  improved  living  standards  and  quality  of 
life,  capitalism  exacts  a  toll.  A  friend  of  mine 
who  owns  a  small  Polish  TV  production  com- 
pany confessed:  "I  am  scared  s---less.  You  screw 
up  once  here,  and  your  career  is  over."  He's 
not  complaining. 


Tlie  smell  of  this  magazine 
is  a  registered  trademark 


"All  sorts  of 
stuff  is  being 
trademarked 
today  that  five 
years  ago  you 
would  have 
said,  'Are  you 
kidding?' " 


LAST  MONTH  the  owner  of  the  En  Vogue  hair 
salon  in  northern  Ontario,  got  a  letter  from  a 
lawyer  for  Vq0ue  magazine  demanding  that  she 
change  the  name  of  her  business.  Last  year 
lawyers  for  New  York's  Village  Voice  newspa- 
per charged  the  Voice^  a  student  newspaper  at 
rural  Pennsylvania's  Bloomsburg  University, 
with  infringing  on  its  trademark.  Two  years 
ago  Microsoft  went  after  a  tiny  Cedarhurst, 
N.Y.  firm  called  Scanrom  Publications  for 
naming  a  CD-ROM  The  First  Electronic  Jewish 
Bookshelf  Microsoft  claimed  it  owned  the 
trademark  to  Bookshelf 
It's  not  hard  these  days 
to  infringe  on  someone's 
trademark.  One  company 
even  insists  it  owns  the 
rights  to  the  word  Inter- 
net. "All  sorts  of  stuff  is 
being  trademarked  today 
that  five  years  ago  you 
would  have  said,  'Are  you 
kidding.^'"  says  Paul 
Kilmer,  a  trademark  part- 
ner with  the  Washington, 
D.C.  law  firm  Gadsby  & 
Hannah.  The  U.S.  Patent 


&  Trademark  Office  reports  that  trademark 
applications  are  up  an  astounding  20%  so  far 
this  year. 

A  well-known  lawyer  recently  wrote  a  nasty 
letter  to  Forbes  about  our  article  on  George 
Soros;  then,  apparently  having  second 
thoughts,  copyrighted  the  letter  and  forbade  us 
to  quote  it  unless  we  ran  it  in  its  entirety.  (We 
excerpted  it  anyhow;  see  Readers  Say,  p.  24.) 

Recent  court  cases  have  encouraged  the  silli- 
ness. In  1992  the  Supreme  Court  ruled  that  the 
restaurant  chain  Taco  Cabana  was  infringing  on 
the  trademark  of  Two  Pesos 
by  using  similar  corny  Mexi- 
can restaurant  decor.  In 
1995  the  court  ruled  that  a 
company  called  Qualitex 
could  register  the  color  of  its 
ironing-board  cover. 

Result:  a  rash  of  so-called 
look  and  feel  trademark 
applications.  Lancome 
wants  to  protect  a  marbled 
green  it  uses  on  its  cosmet- 
ic packages.  Owens-Corn- 
ing insists  it  alone  should 
be  allowed  to  color  insula- 
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tion  pink.  Harley-Davidson  recently  regis- 
tered with  the  Patent  &  Trademark  Office  to 
protect  the  shape  of  its  oil  tanks  and  the 
sound  its  engines  make. 

Even  some  trademark  lawyers — who  earn 
their  living  off  tlais  stuff — confess  the  situation's 
gotten  out  of  hand.  On  Apr.  11  the  Interna- 


tional Trademark  Association,  which  represents 
the  interests  of  trademark  owners,  recom- 
mended that  Congress  amend  the  Federal 
Trademark  Law  to  outlaw  trademarks  of  so- 
called  functional  features  on  products.  We  sus- 
pect, however,  that  die  problem  is  not  going  to 
go  away.  -N.M. 


Kim's  global  garden 


BY  RICHARD  PHALON 


Mr.  Kim's 

street-corner 

take  on  the 

competitive 

forces 

of  a  global 

market. 


A  PROMISE  OF  SPRING  draws  me  through  the 
clear  plastic  hanging  that  seals  off  Mr.  Kim's 
tidy  flower  stall  from  the  rest  of  the  Manhattan 
sidewalk. 

I  suck  in  the  perfiame  and  shift  indecisively 
from  foot  to  foot.  How  to  choose  from  among 
so  many  modestly  priced  pleasures — $5  mixed 
bouquets,  "old  fashion"  roses,  clusters  of  daf- 
fodils that  bowed  under  the  weight  of 
unopened  buds. 

Charmed  by  the  tight  bunches  of  lipstick- 
red,  yellow- fringed  tulips  that  are  new  to  me,  I 
ask  Kim  if  they  come  from  Holland.  It's  a 
throwaway  question,  launched  while  I  try  to 
decide  what  1  want  to  buy.  Everyone  knows  the 
Dutch  have  controlled  the  tulip  trade  virtually 
forever. 

Kim  is  in  his  late  50s,  wearing  work  boots, 
work  pants,  wool  gloves  cut  off  at  the  knuck- 


les, and  stooped  like  someone  who  has  been 
talking  to  flowers  all  his  life.  He's  the  last 
person  I'd  expect  a  sales  pitch  from.  But  he 
points  to  the  hard-to-see  logo  of  the  Washing- 
ton Bulb  Co.  on  the  wrappings  and  tells  me 
that  this  product,  grown  in  the  warm,  moist  cli- 
mate off  Puget  Sound,  is  "much  better,  much 
cheaper  than  Holland  tulips." 

With  a  knee-high  karate  chop,  Kim  explains 
how  the  flowers  are  cut  before  they  bloom  and 
quickly  bundled  onto  jet  planes  so  they  arrive  a 
few  hours  later  in  New  York,  fresh  and  long- 
lasting.  "Some  customers  tell  me  they  last 
longer  than  a  week." 

Grinning  over  the  wonder  of  being  urged  to 
buy  American  by  this  knowledgeable  Korean,  I 
take  a  bunch  home.  The  tulips  last  a  little  over  a 
week  and  get  the  ultimate  in  praise  from  my 
wife:  "They  look  just  like  a  Dutch  still  life."  H 
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Kurt  Karl,  an  economist  at 
the  WEFA  Group  in  Philadel- 
phia, says  it  takes  a  few 
quarters  for  hikes  in  the  fed- 
eral funds  rate  to  affect  the 
U.S.  job  market.  For  exam- 
ple, when  the  Fed  raised 
short-term  rates  in  the  first 
quarter  of  1994,  jobs  were 
being  created  at  an  average 
rate  of  300,000  for  the  qua^ 
ter.  One  year  later  this 
figure  fell  13%,  to  263,000. 
After  the  latest  rate  hike, 
Karl  thinks  today's  quarterly 
average,  242,000,  will  drop 
to  200,000  by  year-end. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  tor  durable  goods 
compared  with  manufacturers' ^nve^tories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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^ i  nee  1900,  Medico 
science  h as  e x t e n  d e c 
the  a  V  e  r  a  g  e  I  i  f  e  span 

by  3  1  years. 


We  assume  you'll  want  to  spend  every 
extra   second   talking   about  insurance. 


If  you're  like  us,  insurance  is  your  life.  But  in  case 
ou're  one  of  those  rare  few  who  has  interests  besides  property 
nd  liability  insurance,  we'll  make  this  brief.   Having  been  in 
he  medical  liability  insurance  business  for  more  than  60  years, 
ve're  able  to  draw  on  a  comprehensive,  comparative  database  of 
nformation.  We're  backed  by  more  than  $10  billion  in  assets 


and  consistently  receive  high  ratings  from  A.M.  Best,  Standard 
&  Poor's  and  Moody's.  All  of  which  means  you  can  spend  less 
time  worrying  about  insurance.  After  all,  medical  science  has 
given  us  more  time.  We're  just  returning  the  favor. 


^esri^ui 
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As  retail  brokerage  moves  on-line, 
Charles  Schwab  has  grabbed  nearly  half  the  market. 

Gyber-Schwab 


By  Matthew  Schifrin 

Even  when  it  was  so  small  that  Wall 
Street  barely  noticed  his  brokerage 
outfit,  Charles  Schwab  was  a  leader. 
In  the  1970s  the  Securities  & 
Exchange  Commission  ended  fixed 
stock  commissions,  and  Schwab  was 
early  into  discount  brokerage.  In  the 
1980s  mutual  funds  exploded,  and 
Schwab  created  a  marketplace  where 
investors  could  switch  into  and  out  of 
funds  easily,  garnering  $80  billion  in 
fund  assets  among  1,200  flinds. 

Here  we  go  again.  Of  the  1.5  mil- 
lion active,  on-line  brokerage 
accounts  in  the  U.S.,  700,000  are 
with  Schwab.  The  firm  has  twice  the 
market  share  of  its  closest  rival,  Don- 
aldson, Lufkin  &  Jenrette's  PC  Finan- 
cial Network.  Fidelity  is  estimated  to 
have  fewer  than  100,000  cyberac- 
counts  (see  chart,  p.  43). 

Schwab  is  not  the  cheapest  on-line 
trader.  Its  e. Schwab  customers  pay 
$29.95  per  1,000-share  trade,  plus  3 


IS  THE  CRASH  OVER? 

We  don't  presume  to  answer  that 
question,  but  we  do  think  the  10% 
correction  is  occasion  to  taice 
stock  and  reassess  strategy. 

Will  the  market's  next  phase 
belong  to  small  companies? 
An  article  on  page  180  looks  at 
that  question. 

Where  can  you  park  money  you've 
got  on  the  sidelines? 
Money-fund  alternatives  are 
discussed  on  page  182. 

Does  book  value  teli  us  something 
ominous  about  stock  values? 
See  page  183. 

What  about  foreign  stocks? 
See  page  185. 


Charles  Schwab 
conquered  the 
discount 
brokerage  busi- 
ness and  then 
the  mutual 
fund  business. 
On-line  trading 
could  make  it 
a  hat  trick. 


cents  a  share  over  1,000  shares. 
Competitor  E*Trade,  which  sells  on- 
line and  by  telephone,  charges  a  flat 
$14.95  per  trade,  and  others  go  for 
under  $10  per  1,000  shares.  But  witli 
rates  as  low  as  they  are  in  cybertrad- 
ing,  a  few  dollars  don't  count  for  as 
much  as  service  and  reputation — and 
Schwab  has  both  in  spades. 


More  than  half  of  Schwab's 
700,000  on-line  accounts  are  drawn 
from  its  4.2  million  regular  discount 
brokerage  accounts.  Only  a  small 
portion  of  Schwab's  on-line  accounts 
use  the  rock-bottom  e. Schwab  ser- 
vice, but  regular  Schwab  customers 
get  a  20%  cut  in  regular  rates  if  they 
cyber  trade. 
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e.Share 


Charles  Schwab 

HHUm^^^^^mHH  712,000 

FC  Financial  Network 

^  320,000 

E'Trade 

140,000 

,  Active 
AmerlTrade  on-line  accounts 

111,000 

Quick  &  Reilly 
HI  100,000 
Fidelity 

■i  85,000E 

'Holding  company  for  four  trading  services:  Accutrade, 
K.  Aufhauser  &  Co..  Ceres  Sec.  eBroker. 
Sources:  companies:  Forbes  estimates. 

So  far,  Schwab  is  winning  in  on-line 
brokerage.  But  already  there  are  over 
30  competitors,  some  well-heeled 
enough  to  give  Schwab  a  good  fight. 

Is  Schwab  just  cannibalizing  its 
own  client  base  with  cheaper  services? 
"We  don't  get  too  worried  about 
profitability  per  distribution  channel; 
we  worry  about  profitability  per  cus- 
tomer," says  Schwab  President  David 
Pottruck,  pointing  out  that  although 
revenues  per  trade  may  be  lower  with 
the  reduced-rate  services,  increased 


High-tech  multiple 


Market  Cap 

Merrill  Lynch   {$mil)  p/e 


10.8 

Dean  Witter,  Discover 

13.3 

j^^^HHBBBBB  11.856 

Morgan  Stanley 

^^^H^^B  9.354 

9.4 

Charles  Schwab 

WtKKK^M  6,159 

27.0 

Salomon 

HBHl  5.860 

6.8 

Lehmar)  Brothers 

wmm  3.326 

9.2 

Bear,  Stearns 

IHH  3.290 

7.3 

PaineWebber 

■■1  3.012 

9.1 

A.G.  Edwards 

■■  2.232 

10.5 

Alex.  Brown 

■  1.457 

_  _  9.7 

Quick  &  Reilly 

1  573 

10.5 

Source:  Value  Line  via  OneSource  lr)formation  Services. 


Since  1988  Charles  Schwab's  stock 
has  increased  over  thirtyfold  in  value, 
or  54%  compounded  annually.  This  far 
outpaces  its  brokerage  competitors.  It 
is  proof  that  superior  innovation  and 
marketing  can  pay  off  handsomely. 


usage  and  lower  operating  costs  will 
make  them  highly  profitable. 

Pottruck  draws  a  parallel  with 
Schwab's  growth  in  the  mutual  fiand 
marketplace  via  its  OneSource  group 
of  fijnds — a  no-load,  no -transaction- 
fee  fund  trading  program:  "In  the 
beginning  OneSource  was  not  a  very 
profitable  product  for  us,  but  it 
brought  a  lot  of  business,  which  on 
the  whole  was  quite  profitable." 

OneSource  has  been  a  brand  mar- 
keting triumph.  Right  on  the  cover  of 
$67  billion  (assets)  KeyCorp's  1996 
annual  report  is  Chuck  Schwab's 
smiling  mug.  Inside  is  a  two-page 
spread  touting  OneSource  mutual 
funds,  now  being  sold  by  KeyCorp 
bankers. 

With  OneSource,  banks  can  com- 
pete more  effectively  in  selling 
mutual  fiands.  Schwab  says  it  will  get 
another  ten  regional  banks  to  use 
OneSource  as  a  branded  product. 
"We  are  selling  OneSource  as  a  seal 
of  approval,  much  like  'Intel  inside' 
for  computers,"  says  Pottruck. 

Marketing  lOI:  Gain  market  share, 
build  your  brand  and  profits  follow. 
Julio  Gomez,  a  senior  analyst  at  For- 
rester Research,  Inc.,  says  brokerage 
customers  trade  more  ft-equendy  after 
they  go  on-line.  Schwab  may  earn 
less  per  trade  and  still  earn  more  per 
customer  with  on-line  trading. 

Other  retail  brokers  have  awak- 
ened. Today  more  than  30  offer  on- 
line trading,  including  American 
Express,  Fidelity  and  Dean  Witter. 
Merrill  Lynch  will  offer  it  in  1998. 
But  Schwab  is  clearly  the  leader. 
James  Marks,  an  analyst  at  Credit 
Suisse  First  Boston,  thinks  Schwab 
could  eventually  create  a  computer- 
ized supermarket  to  sell  CDs,  mort- 
gages, auto  and  student  loans  for 
banks  and  insurance  companies. 
Given  this  potential,  it  is  no  wonder 
that  Schwab's  price/earnings  ratio  of 
27  is  double  that  of  its  peers.  Little 
wonder,  too,  that  its  $6  billion  market 
capitalization  surpasses  most  other 
brokers,  including  Salomon  Brothers, 
Bear,  Stearns  and  PaineWebber. 

In  a  technological  revolution  the 
winners  are  those  who  figure  out 
early  on  how  to  use  the  revolution  to 
their  advantage.  High  on  the  list  of 
winners  in  the  computer  age  is 
Charles  Schwab  Corp.  H 


BRITAIN 


Tony  Blair  versus 
Lady  Chatterley's  lover 

By  Howard  Banks 

Tony  Blair,  who  probably  will  be 
Britain's  next  prime  minister,  shares  with 
Bill  Clinton  a  knack  for — shall  we  call 
it — flexibility. 

Since  1991  the  Labour  Party  has 
received  $2.3  million — with  a  huge  (by 
British  standards)  $1.6  million  of  that 
handed  over  just  weeks  before  the  cam- 
paign began — from  the  International 
Fund  for  Wild  Animals.  These  folks  want 
to  outlaw  hunting  using  dogs.  Money  in 
pocket,  Blair  announced  last  month  that, 


if  elected,  his  Labour  Party  would  ban 
the  ancient  aristocratic  pleasure  of  riding 
to  the  hounds — what  Oscar  Wilde  called 
"the  unspeakable  in  full  pursuit  of  the 
uneatable."  Good-bye  to  old  trades  like 
gamekeeping — remember  Lady  Chatter- 
ley's  lover  in  the  Lawrence  novel.> 

Neither  Blair  nor  the  friends  of  the 
foxes  and  hares  reckoned  on  the  country- 
folk who  earn  their  bread  from  hunting: 
grooms,  blacksmiths,  gamekeepers,  whip- 
pers-in.  These,  numbering  92,000  in  all 
in  Britain,  organized  a  union  to  fight  any 
ban  on  blood  sports.  "The  rural  world 
has  to  make  a  living,  and  in  many  cases 
that  means  hunting,"  says  John  Fretwell, 
a  huntsman  and  chairman  of  the  new 
Union  of  Country  Sports  Workers. 

So  what  does  Tony  Blair  do."  How 
does  he  square  his  role  as  fiiend  of  the 
working  man  and  trade  unions  with  his 
promise  to  save  the  foxes  from  the  dogs." 

No  problem  for  Tony.  He  does  a  Bill 
Clinton.  Backing  away  from  his  promise 
to  end  blood  sports  but  not  abandoning 
it,  he  announced  that  if  New  Labour 
wins,  it  will  schedule  parliamentary 
debate  on  blood  sports.  Someday.  Don't 
hold  your  breath. 

Now,  Tony,  about  your  promise  that 
you  won't  raise  taxes  for  at  least  five 
years.  .  .  . 
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SUCCESSION 


Who  will  fill  Jack  Welch's  shoes  at  GE? 
One  thing  is  fairly  sure: 
It  will  be  none  of  his  inner  circle. 

Junior  achievement 

By  Dyan  Machan 


Out  of 
the  running 

•  DENNIS  DAMMERMAN, 
51,CF0,GE 

Welch's  number  two.  Ace 
troubleshooter  and  strate- 
gist. Helped  clean  up 
Kidder,  Peabody  mess. 
Not  big  in  the  charisma 
department. 

•  GARY  ROGERS,  52, 
CEO,  GE  Plastics 

Gets  )ob  done  without 
inspiration.  Surpassed  by 
Jeff  Immelt. 

•  GARYWEN0T,S5, 
CEO,  GE  Capital 

Strength:  GE  Capital. 
Weakness-.  GE  Capital  (too 
far  afield  from  regular  GE). 
Messy  and  very  public 
divorce  an  embarrassment 
in  this  rather  uptight  outfit. 
Anyhow,  way  too  old. 

•  ROBERT  WRIGHT,  54, 
CEO,  NBC 

Right  stuff  all  around:  risk- 
taking,  unconventional 
thinker;  Welch's  pal,  who 
shares  Irish  Catholic  back- 
ground. Too  old,  and 
happy  as  clam  in 
present  job. 


By  Dyan  Machan 

John  Welch,  61,  retires  as  chief  executive  in  2000.  By 
then  he  will  have  been  20  years  at  the  helm  of  General 
Electric  Co.  and  have  created  the  standard  case  on  how 
to  build  a  great  company.  His  own  experience  has 
demonstrated  to  Welch  the  importance  of  giving  a  chief 
executive  enough  time  to  make  his  mark.  "GE  doesn't 
believe  in  succession  every  five  years,"  explains  Cowen 
&  Co.  analyst  Jeffrey  Sprague. 

In  a  way  that's  bad  news  for  several  top-notch  exec- 
utives who  run  ge's  major  divisions,  each  multibillion- 
dollar  businesses.  They're  all  in  their  late  40s  or  their 
50s — too  old  to  take  over  in  2000  and  still  have  a 
long  run. 

The  edge  will  likely  go  to  people  now  in  their  late 
30s  or  early  40s.  As  Welch  sees  things,  it  takes  five 
years  for  a  new  chief  to  get  into  the  swing  and  at 
least  ten  more  to  impose  a  vision. 

Welch  understandably  isn't  talking,  but  he  once 
described  today's  chief  executive  officer  as  some- 
one who  needs  to  be  from  "the  lunatic  fringe." 
Meaning  a  person  who  takes  nothing  for  granted, 
has  the  guts  for  the  really  tough  decisions  and 
possesses  demonic  energy.  Someone  much  like 
the  young  Jack  Welch,  with  adjustments  for  the 
passage  of  two  decades. 

A  clue  will  come  from  Welch's  choice  to  head 
aircraft  engines  when  Chief  Executive  Eugene 
Murphy,  61,  retires.  Another  clue  is  which 
up-and-comers  ge  selects 
to  do  the  Wall  Street 
schmoozing  ~" 


boys  at  the  top 

•DAVID  CALHOUN.  40  CEO  rcr 
System.  ^' ^^0- «  Transportaa^ 

Despite  Siberia  posting  (Erie,  Pa.)  helped  ra,i. 
trucking.  Good  at  unlocking  talents  ,n  others., 
DAVID  COTE,  H  CEO,  GEAppllan,^  1 

'""at,  41,  CEO,  ffi  s»t» 

»PPed  new  ma,ke,s  as  a  marWng  Z  '  „" 
'ICS,  Consumed  wrth  work  . 
Stow  ha«  Plastic  caTs  and  .        '°  ""* 
intense  WatcVhi  Irf' 

a  tad  too  old  anyhow. 

WBERT  NARDEQJ,  49,  CEO,  GE  Power  Svirt«». 

^comp,ishedpeacerr.aker  in  labor 
Dullish  personality  but  contPndor  if  u 

aroM.t«atginal  because  of  aee. 

merce.  Watch  to  see  If  he  Shifts  into  a  bigger  job. 

-^S^sfl^'^^^'--*-- 

'JZlllTT"''''"      ''^  -  '^ot  water  when 
didn  t  make  his  numbers  in  1995.  Numbers 
bounced  back  in  iqqfi  h,,t  "^'"oers 
take  longer.  '      ^^^^^^  ^°"^eback  will 


Forbes  ■  May  5,  1997 


Computerdom's  brash  young  comer 
and  its  slightly  faded  dowager— 
now  that  may  be  a  match. 

Solving  the  DEC  puzzle 


By  Rita  Koselka 

What's  Digital  Equipment  Corp. 
worth?  With  156  million  shares  out- 
standing selling  at  a  recent  26,  it 
comes  to  $4  billion,  plus  $1  billion 
in  debt.  That's  scarcely  a  third  of 
dec's  annual  revenues.  Compare 
Hewlett-Packard,  at  IVa 
times  revenues,  or  IBM  at 
1  times.  Never  mind 
Cisco  at  8. 

Why  does  Digital  get 
such  contempt  on  Wall 
Street.!'      Profits  are 
skimpy  and  revenues  are 
on  the  decline.  'Tn  a 
business  where  Sun  is 
killing  them  and  IBM  has 
made     a  spectacular 
comeback,   there's  no 
reason  for  a  Wall  Streeter 
to  expect  them  to  do 
anything  but  ping-pong 
between   the  black 
and   the   red  from 
quarter  to  quarter," 
says   Forrester  Re- 
search  analyst  Jon 
Oltsik.  Yet  dec  was 
one  of  the  pioneers 
of  the  computer  in- 
dustry and  was  once 
second  in  revenues 
only  to  IBM. 

Has  DEC  become  a 
heap  of  junk.> 
Hardly.  Here's  what 
you  get: 

•The   fastest  micro- 
processor in  the  land — 
the  64-bit  Alpha  chip — 
made  in  Digital's  new 
factory  in  Hudson,  Mass. 
This  thing  can  do  2.4  bil- 
lion    instructions  per 
second,  50%  more  than  Intel's  fastest 
Pentium  Pro  chip. 

•The  StrongArm  chip,  which  is  a 
cheaper  microprocessor  ($20  to  $40) 
used  in  portable  gadgets  like  Apple's 
new  Newton.  Sales  are  growing  at 


30%  annually. 

•Data  servers  for  the  Internet  and 
corporate  networks.  Digital  was  an 
early  partner  with  Microsoft  in  build- 
ing systems  around  the  Windows  NT 


operating  system,  fast  becoming  the 
industry  standard. 

•The  AltaVista  Internet  browser — 
the  best,  according  to  many  Web 
aficionados. 


•A  computer  service  and  repair 
business  with  25,000  employees, 
mainly  engineers,  at  450  locations  in 
100  countries.  Think  of  it  as  a  giant 
Maytag  repairman  outfit  but  a  lot 
busier — sales  of  $6  billion  a 
year.  This  operation  is  worth 
close  to  $6  billion  all  by 
itself,  according  to  John 
Jones  of  Salomon 
Brothers. 

Good  products?  Leo 
Russell  runs  Pride 
Technologies,  a  com- 
puter reseller  in  Edison, 
N.J.  He  says  that  net- 
work servers  using  the 
Alpha  chip  are  the  best 
you  can  buy. 

A  comparably  equip- 
ped  Alpha   server  is 
cheaper  and  faster  than 
a     Compaq  server. 
Broadly  speaking,  for 
example,  if  an  Alpha 
server  costs  $25,000, 
the  Compaq 
would  cost 
$27,000. 

But  in  Russell's 
shop  the  Compaq 
outsells  the  DEC 
i    model  hundreds- 
i   to-one.  Russell's 
explanation:  "Dig- 
ital is  all  steak  and 
no  sizzle." 

Digital  knows 
this.  Sighs  Richard 
Bismuth,  the  com- 
pany's vice  presi- 
dent of  strategy: 
"We've  got  great 
products  which 
really  deliver  their  load, 
but  nobody  sees  them."  In  some 
respects  DEC  has  itself  to  blame.  One 
Stanford  graduate  student  we  know 
bought  a  DEC  personal  computer  18 
months  ago,  paying  a  bit  more  to  get 
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the  respected  name.  He  sent  the 
computer  back  twice.  After  the  third 
breakdown,  the  student  asked  for  his 
money  back.  When  he  received  his 
refund,  the  computer  arrived  back 
repaired.  He  called  Digital  to  pick  up 
the  computer,  but  no  one  came. 
Moreover,  DEC  salesmen  have  an 
attrition  rate  of  40%,  according  to 
Forrester's  Oltsik — a  tremendous 
gush  of  its  sales  talent. 

DEC  clearly  needs  the  kind  of 
shakeup  IBM  got  from  Louis  Gerst- 
ner.  Robert  Palmer,  chief  executive 
of  DEC,  has  run  the  company  since 
1992  and  has  tried  to  shake  it  up, 
but  with  limited  results. 

So,  let's  play  marriage  broker. 
Mind  you,  what  follows  is  based  not 

"There's  no  reason 
for  a  Wall  Streeter 
to  expect  them 
to  do  anything  but 
ping-pong  between 
the  blacit  and  the  red 
from  quarter  to  quarter." 


on  information  but  imagination.  It 
probably  won't  happen.  Still.  .  .  . 

Who'd  want  dec.'  Not  IBM.  It  has 
its  own  service  organization  and 
chip-manufacturing  operation. 

Hey,  what  about  Compaq? 
Compaq,  with  $18  billion  in  sales  the 
world's  largest  personal  computer 
company,  is  a  slick  marketer  and  an 
efficient  operator.  It  coins  money,  but 
its  stock  sells  at  a  below- market  mul- 
tiple in  good  part  because  people 
think  it  is  a  one-product  company. 
The  64-bit  Alpha  servers  would  lend 
prestige  to  Compaq's  line.  The  rest 
of  the  business  could  be  sold  or 
scaled  back  to  a  profitable  core,  dec 
would  profit  from  Compaq's  focused, 
cost-conscious  style  of  management. 

dec's  common  capitalization  is  $4 
billion.  Compaq's  is  nearly  five  times 
that,  and  you  could  put  Compaq's 
debt  in  an  eyedropper.  Compaq 
could  broaden  its  product  lines, 
increase  revenues  by  at  least  50%  and 
swallow  DEC  without  burping. 

"Compaq  and  Digital,"  says 
wholesaler  Russell.  "Now  there 
would  be  products  I  could  sell."  WM 


im 


If  you're  under  30 

and  can  draw,  you  could  get 

rich  making  animated  movies. 


Animadness 


By  Ann  Marsh 
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In  his  conservative  suit  and  tie, 
septuagenarian  Viacom  Chief  Sumner 
Redstone  took  to  the  podium  before 
a  crowd  of  twentysomethings  who 
were  sporting  goatees,  sideburns  and 
pierced  eyebrows.  "We  may  be  on  the 
verge  of  the  second  Golcien  Age  in 
animation,"  he  crowed  at  the  World 
Animation  Celebration  in  Pasadena, 
Calif,  two  months  ago.  And  at 
Viacom,  he  promised,  "the  lunatics 
will  be  running  the  asylum." 

"Yeah!"  shouted  one  young 
woman  clad  all  in  black  as  the  audi- 


ence broke  into  energetic  applause. 

Animated  pictures  like  Toy  Story 
and  The  Lion  King  have  scored  big  at 
the  box  office,  making  cartoons  hot. 
Redstone  told  the  crowd  Viacom  will 
spend  $420  million  on  animated 
projects  over  the  next  five  years.  He 
has  lots  of  company.  Moviemakers  are 
pouring  billions  of  dollars  into  ani- 
mated movies,  TV  series  and  direct- 
to-video  films  that  will  hit  the  screens 
over  the  next  two  years. 

Animators  can  almost  write  their 
own  tickets.  Last  year,  in  computer 


animation  alone,  14,000  animators 
graduated  from  art  schools  for  the 
34,000  jobs  that  opened  up.  A  tal- 
ented young  animator  with  a  little 
experience  can  command  $100,000 
a  year,  plus  bonuses. 

These  people  are  more  creative 
types  than  they  are  computer  nerds. 
They  can  draw — and  they  have  lively 
imaginations.  At  Pixar  and  Dream- 
Works SKG,  clusters  of  awkward  artists 
take  mime  and  acting  classes.  At 
Pacific  Data  Images,  an  animation 
house  making  a  Dreamworks  film, 
artists  learned  to  mambo  when  a 
character  had  to. 
Says  Peter  Docter, 
Clockwise  a  young  star  at 

from  top  left:  Pixar:  "Good  ani- 

DreamWorks'  mators  go  through 

Rob  Letterman  and  the  same  process  as 
a  set  for  Shrek;  an  actor:  'This  guy 
Fred  Nilsson  and  lives  alone,  relies 
Collin  Hennen  on  his  mother,  so 
of  Pacific  Data  how  does  he  eat  a 
Images;  Pixar's  meal.>'" 
Peter  Docter,  If  you've  got  the 

reflecting  quirky  skills,  you 

The  new  can  get  rich.  Mike 

animation  Judge,  34,  studied 

generation.  physics  at  UC  San 

■^^H  Diego.  He  created 

the  wildly  success- 
ful Beavis  and 
Butthcad'm  1992  for  Viacom's  music 
channel,  mtv.  Last  December 
Viacom  released  Judge's  feature- 
length  cartoon,  Becivis  and  Butthead 
Do  America. 

Made  for  $12  million,  the  film 
grossed  $20  million  its  first  weekend 
last  year  and  has  since  pulled  in  a 
total  of  $63  million,  with  interna- 
tional and  video  revenues  yet  to 
come.  In  January  Judge  launched  his 
second  TV  cartoon  success,  Kin£i  of 
the  Hill,  on  Fox  TV. 

In  Los  Angeles,  the  capital  of  the 
animation  world,  Rob  Letterman,  26, 
and  his  coproducers  put  in  18 -hour 
days  supervising  a  staff  of  50  produc- 
ing DreamWorks'  animated  feature 
tided  Shrek.  The  film  should  cost  $50 
million  to  $70  million.  It  is  but  one 
of  four  animated  features  Dream- 
Works has  in  fiarious  production. 

Shrek  is  the  story  of  the  ugliest  man 
in  the  world  and  his  pursuit  of  the 
ugliest  woman.  DreamWorks'  Jeffrey 
Katzenberg  hopes  for  a  hit;  on  the 
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A  flood  of  new  aninsaied  feature  tilms  will  hit  theaters  in  the  next  two  years. 

These  production  cost  (estimates,  from  industry  insiders,  are  subject  to  big  fluctuations. 

Tack  marketing  budgets  as  high  as  $30  million  onto  each. 


Title  Release  date      Description  Budget 


The  Walt  Disney  Co. 

Hercules 

Summer  1997 

Comedy  about  Here,  ttie  son  of  Zeus, 
out  to  prove  he's  worthy  of  being  a  god 

$85  million 

Mulan 

Summer  1998 

Ancient  Chinese  legend  about  a  young 
girl  who  takes  her  father's  place  in  the  army 
to  uphold  the  honor  of  her  family 

$95  million 

Tarzan 

Summer  1999 

A  spruced-up  retelling  of  the  classic 

$90  million 

Fantasia  2000 

Release  date 
undetermined 

Adding  two  new  segments 
to  the  classic  Disney  film 

$25  to  $30 

million 

Pixar's  five-picture  deal  with  Disney  includes: 

A  Bug's  Life  Fall  1998  When  a  gang  of  grasshoppers  extort  food         $45  million 

from  a  poor  ant  colony,  an  unlikely  hero 
named  Flick  goes  for  help.  Inspired  by 
one  of  Aesop's  fables 


DreamWorks 

Shrek  1998  Computer-animated  story  of  the  $70  million 

ugliest  man  in  the  world  and  his  pursuit 
of  the  ugliest  woman;  based  on  a 
children's  book  by  William  Steig 


Ants  1998  Computer-animated  coproduction  with  $40  million 

Pacific  Data  Images  of  Palo  Alto,  Calif.; 
Woody  Allen  is  the  voice  of  an  ant  fed  up 
with  a  totalitarian  ant  colony 

Prince  of  Egypt        1998  Musical  about  the  life  of  Moses  $80  million 

El  Dorado  1999  A  pair  of  ne'er-do-well  stablehands  $95  million 

stow  away  to  the  New  World  and  discover 
the  Incan  City  of  Gold 


Twentieth  Century  Fox 


Anastasia 

November  1997 

A  fictional  account  of  the  daughter 
of  the  last  Russian  czar 

$65  million 

Planet  Ice 

Late  1998 

A  futuristic  sci-fi  adventure 

$80  million 

Paramount 

Rugrats,  The  Movie 

1998 

Produced  by  the  animation  house 
Klasky  Csupo.;  based  on  Nickelodeon's 
TV  series  about  life  from  the  perspective 
of  baby  Tommy  Pickles 

$15  million 

Warner  Bros. 

Quest  for  Camelot 

Summer  1998 

A  young  King  Arthur  grows  up 
in  the  time  of  Camelot 

$60  million 

Independent  releases 

/  Married  a 
Strange  Person 

Spring  1998 

Produced  by  independent  animator 
Bill  Plympton;  a  young  husband 
discovers  he  has  magical  powers 

$200,000 

Marco  PolO: 
Return  to  Xanadu 

Spring  1998 

Produced  by  The  Tooniversal  Co.; 
a  teenage  descendant  of  Marco  Polo 
meets  a  young  descendant  of  Kublai  Khan 

$10  million 

Virtual  Meltdown 

Late  1998/ 
early  1999 

Coproduction  with  Perfect  World 
Entertainment,  Pioneer  LDC  and 
Kurosawa  Enterprises;  adventures  of 
a  female  starship  piilot 

$10  million 

scale  of  l^he  Lion  Kin£i,  The  Little 
Mermaid  and  other  cartoons  he  pro- 
duced at  Disney. 

Pick  your  lifestyle.  Irreverent 
"slackers"  populate  DreamWorks.  Up 
north,  in  Marin  County,  George 
Lucas'  Industrial  Light  &  Magic — 
known  to  some  as  "the  Bat  Cave" — 
is  heavy  on  techies  who  disdain  car- 
toons in  favor  of  photo-real  anima- 
tion. At  Pixar,  Steve  Jobs'  animation 
house  in  nearby  Richmond,  the  mood 
is  quirky  and  relentlessly  upbeat. 

These  guys  are  so  sought  after  that 
some  of  Pixar's  55  animators  got  per- 
sonal phone  calls  from  Steve  Jobs, 
inviting  them  aboard.  Pixar's  hires  go 
through  ten-week  training  sessions 
that  culminate  in  goofball  graduation 
ceremonies. 

On  a  typical  workday,  employees' 
kids  and  pets  roam  the  halls.  "Work 
hard  and  play  hard,  and  in  between 

"Good  animators  go 
through  the  same 
process  as  an  actor," 
says  Pixar's 
Peter  Doctor. 

time  you're  flying  down  the  hall  on  a 
scooter,"  says  Pixar's  head  recruiter, 
Rachel  Hannah. 

Docter,  at  28  a  seven-year  veteran 
of  Pixar,  has  Pixar  stock  options  that 
have  made  him  wealthy.  At  just  23  he 
was  a  lead  animator  on  Toy  Story, 
which  cost  about  $30  million  to 
make  and  has  so  far  grossed  over 
$700  million.  This  year  he  steps  up  to 
direct  one  of  the  five  movies  Pixar  is 
making  with  Disney. 

"I  was  born  at  the  right  time,"  says 
Docter,  explaining  that  had  he  grad- 
uated a  couple  of  years  earlier  from 
college  he  might  have  ended  up  in  a 
dead-end  job  on  "some  crappy  Satur- 
day morning  animation  show." 

How  long  will  the  party  last.^ 
Disney's  animation  chief,  Peter 
Schneider,  shows  liis  concern  when  he 
lashes  out  at  all  the  new  competitors. 
"Other  people,"  Schneider  says,  "are 
getting  in  die  [animation]  business  to 
make  money,  not  to  make  art." 

But  that's  Hollywood.  It  can't 
have  too  much  of  a  good  thing.  Bl 
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This  automobile  doesn't  start  ^t  $36,400!  It's  $36,400  loaded.  So 

jfrsNhen  you  hop  into  the  cockpit  and  Feel  the  leather  and 
the  walnut  and  the  dual-overhead-cam  V8  and 
r  anything  else  you  want  to  Feel,  you  won't  be  surprised.  At 

theprice,  at  least.  >A£^/^0/^>^ 


Oldsmobile 

1  -800-71 8-7778  www.oldsmobile.com 


.\//  rifi/iis  nsmci.  fiucWr  [';■.  Anicrtc 
•M.S.R.P.  Tax  and  license  extra. 


Does 


Your 


Consultant 


Quote 


"The  Art  of  War 


LLP.  Prire  \Salcrhouse  refers  lo  the  U.S.  firm  of  Price  Salerliouse  LLP  and  oilier  meiiil 


I 


But   shy   away   from  Battle? 


It's  the  truth. 

Most  consultants  can't  turn  their  strategic  insight  into  tactical  action. 
But  at  Price  Waterhouse,  we  won't  propose  an  idea  unless  we  can  implement  it. 
Whether  we're  building  an  enterprise-wide  system  or  helping  a  company 
create  a  global  shared  services  organization,  Price  Waterhouse  is  committed 
to  taking  ideas  from  conception  to  completion.  To  find  out  more  about  how 
we  work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 


Price  Waterhouse 

Mind  S  IMuscrle^" 


Good  tidings  for  frightened  investors:  Historically  speaking, 
the  market  wasn't  as  high  as  you  might  have  thought. 


Runup: 

Or  catch-up! 


By  Peter  Brimelow 

We  don't  know  yet  whether  the  15 -year  bull  market  is 
at  long  last  over.  But  we  can  say  one  thing  for  sure: 
Properly  measured  over  a  very  long  period,  the  bull  has 
not  been  quite  as  obstreperous  as  he  looked.  Our  chart 
(see  lower  ri£jht)  tracks  the  valuation  of  the  stock  market 
in  real,  inflation-adjusted  terms.  By  this  measure,  the 
market  only  recovered  its  1968  peak  in  1989.  It  is  now 
not  much  farther  above  the  underlying  trend  in  real  GDP 
than  at  several  times  in  the  past.  The  runup  that  took  the 
Dow  from  around  1000  to  7000  was  in  good  part  catch- 
up. The  market  seems  to  have  been  working  off  the  real 
anomaly:  its  prolonged  underperformance  in  the  infla- 
tionary late  1970s  and  early  1980s. 

This  picture  is  even  more  striking  when  we  look  at  the 
stock  market's  long-run  cumulative  real  "total  return" — 
capital  gains  plus  reinvested  dividends  (see  chart).  In  his 
book  Stocks  for  the  Lonjj  Run  (Irwin,  $29.95),  Wharton 
Professor  Jeremy  Siegel  has  constructed  total  return  data 
extending  back  almost  two  centuries.  He  finds  that  the 
long-run  real  total  return  on  stocks  has  been  a  remark- 
ably stable  6.5%  to  7%.  Our  trend  line  gives  equal 
weight  to  each  year's  performance.  It  suggests  the 
market  did  not  fi.illy  repair  the  damage  of  the 
1970s'  bear  market  until  1995. 

Currently  the  market's  cumulative 
total  return  is  about  15%  above 


trend.  But  that's  not  necessarily  excessive.  It  has  stayed 
higher  longer — notably  the  entire  period  between  the 
Civil  War  and  World  War  I.  It  was  above  trend  again 
from  the  mid-1950s  to  the  mid-1970s.  Once  above 
trend,  prices  can  stay  there  for  decades. 

As  inflation  reached  its  market-numbing  climax,  an 
eerily  accurate  assessment  of  its  impact  was  made,  ironi- 
cally, by  two  academic  proponents  of  the  Efficient 
Market  Hypothesis — the  view  that  stock 
prices  reflect  all  information  so  quickly 
that  investors  cannot  systematically 
beat  the  market.  In  a  1979  article 
in    the    Financial  Analysts 
Journal,  MIT  Nobel  laure- 
ate economist  Franco 
Modigliani  and 
Richard  Cohn, 
now  profes- 


Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates.  - 


$100  invested  in  the  stock  market  in  1801 
compounds  to  $42.6  million  in  1996— 
inflation-adjusted 
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sor  of  finance  at  the  University'  of  Hartford,  advanced  the  argu- 
ment that  the  stock  market  of  that  time  was  just  pktin  wrong. 
Investors  were  mistaking  nominal  interest  rates  for  real  rates, 
and  overlooking  the  way  inflation  was  reducing  corporate  lia- 
bilities in  real  terms. 

Modigliani  and  Cohn  concluded  the  market  should  have 
been  ciouble  its  1977  level.  And  look  what  happened.  Cohn 
tells  Forbes  he  now  thinks  the  market  is  "somewhat  overval- 
ued," partly  because  in\'cstors  now  assume  the  inflation 
catch-up  game  will  continue  indefinitely.  Overvalued, 
as  in  (ahem)  October  1987?  Cohn's  reassuring  re- 
sponse: "Oh,  gosh,  no."  ■§ 


Market  returns 
to  trend  in  1995 


Long-run  average 
real  growth  trend 
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Sources;  Professor  Jeremy  Siegel,  Stocks  for  the  Long  Run,  1995.  Updated  data  provided  by  the  author.  Long-run  growth  trend  computed  by  Mark  Hulbert. 
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Detroit's  new  motto: 
£  pluribus  utium 


BY  JERRY  FUiTT 


Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


The  second-bestselling  car  in  the  nation  this 
vear  is  General  Motors'  Chevrolet  Cavalier. 
Yep,  ahead  of  Ford's  Taurus,  ahead  of  Honda's 
Accord  and  trailing  only  Toyota's  Camry.  Cav- 
alier sold  91,189  sets  of  wheels  for  three 
months  this  year.  That's  a  35%  increase,  and 
Cavalier  jumped  from  seventh  place  to  second. 

The  Chevy  Cavalier  is  the  number  two 
seller  right  now  because  GM  killed  another 
small  Chevrolet  sedan,  the  Corsica  (the  two- 
door  model  was  called  the  Beretta).  The  Cav- 
alier and  Corsica/Beretta  were  completely  dif- 
ferent cars,  made  at  different  factories,  with 
different  parts,  but  they  were  almost  exactly 
the  same  size,  sold  in  the  same  showrooms 
and  they  split  the  same  market.  Two  GM  cars, 
with  little  distinguishing  one  from  the  other, 
were  fighting  for  the  same  buyer.  Now, 
instead  of  losing  money  on  two  cars,  GM  has  a 
chance  to  make  monev  on  one. 

Hey,  fellows,  this  is,  after  all, 
the  granddaddy  of  all 
mass-production  businesses. 

For  a  while,  Detroit  had  gone  nuts.  I  call  it 
"platform  madness"  (Forbes,  Jan.  20,  1992). 
(Platform,  by  the  way,  refers  to  the  under- 
structure  of  the  car.)  The  number  of  different 
platforms  each  company  produced  began  to 
proliferate  in  the  mid-1960s.  Before  that,  in 
the  1950s,  GM  worked  off  three  or  four  car 
platforms,  including  a  limousine.  In  1992  1 
counted  19.  Today  I  count  14. 

What  GM  should  have  been  doing  is  build- 
ing fewer  basic  cars  and  then  distinguishing 
them  with  differences  in  body,  in  interior 
^pace,  in  cosmetic  touches.  Hey,  fellows,  this 
is,  after  all,  the  granddaddy  of  all  mass-pro- 
duction businesses. 

Auto  executives  will  tell  you  they  don't 
make  money  on  small  cars  like  the  Cavalier. 
They  claim  they  produce  them  to  meet  gov- 
ernment fuel  economy  regulations.  Maybe  so, 
but  a  man  who  later  became  president  of 
General  Motors  once  told  me  that  if  you  build 
enough  of  a  model  you  make  money  on  it, 
one  way  or  another.  If  you  lose  money  on  the 


basic  car,  you  make  money  f)n  the  air  condi- 
tioners, the  radios  and  tape  decks  and  the 
power  windows.  Sure  enough,  gm's  parts- 
making  operation,  Delphi,  is  nicely  profitable. 
If  all  those  moneylosing  Cav  aliers  weren't 
being  sold,  Delphi  wouldn't  be  selling  all 
those  profitable  accessories. 

It  would  be  nice  to  make  money  on  the 
basic  car.  gm's  Saturn  customers  pay  $2,000 
to  $3,000  more  for  a  Saturn  than  for  a  Cava- 
lier (and  Saturn,  my  friends  tell  me,  earned 
about  $400  million  EBIT  last  year,  making  it 
very  profitable  within  GM).  GM  must  find  a 
way  to  make  the  Cavalier  attractive  enough 
so  that  people  will  pay  a  bit  more  for  it;  then 
they  will  buy  the  car  for  itself  rather  than  for 
the  price.  GM  is  moving  in  the  right  direction, 
and  if  the  Cavalier  isn't  a  big  moneymaker,  it 
will  lose  much  less. 

GM  is  slowly  getting  rid  of  other  cars  it 
shouldn't  have  built  in  the  first  place.  The 
small  Buicks  (Skylarks)  are  the  latest  to  go. 
That  Skylark  platform  didn't  belong  in  the 
Buick  lineup  to  begin  with. 

GM  isn't  the  only  company  with  this  prob- 
lem. Ford  has  two  small  sports  coupes,  the 
Mustang  and  the  Probe,  splitting  what  is  a 
small  market  in  the  first  place.  Ford  is  killing 
its  Probe,  which  should  cut  losses  at  one  fac- 
tory and  help  Mustang  volume  at  another. 

Foreign  companies  have  had  the  same  prob- 
lem; Volkswagen,  certainly  the  most  successful 
automaker  in  Europe  today,  is  cutting  costs  by 
beginning  to  build  many  different  models 
from  a  few  basic  platforms. 

In  Europe  Ford  took  its  small  Fiesta,  a  boxy 
design  in  the  tradition  of  boring  European 
Fords,  chopped  the  rear  off  and  rounded  it 
like  an  egg.  Result:  a  completely  different 
look,  appealing  probably  to  a  much  v'ounger 
customer.  Tooling  cost:  minimal.  That  is  the 
way  to  go:  variet^'  out  of  uniformit}'.  Failure  to 
achieve  this  explains  in  good  part  why  GM 
couldn't  make  consistent  money  building  cars 
in  North  America,  even  though  it  produces 
them  in  tremendous  volume. 

Old  Henry  Ford  wanted  to  give  people  one 
model  in  one  color.  He  went  too  far,  but  he 
wasn't  stupid.  He  knew  the  secret  to  low  cost 
and  profitability  was  to  build  'em  and  build 
'em  and  then  build  'em  some  more.  H 
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Who's  picking  your  kid  up  after  the  prom? 

Unfortunately,  some  kids  drink  on  prom  night.  So  please  plan  alternate  transportation,  or  your  local 

-/>^^pi^  

hospital  may  do  it  for  them.  To  help  j,-  '^^ep  your  teen  safe,  see  your  Allstate  ^| 1 1 

Agent  or  call  I  888  ALLSFTY.  Being  in  good  hands  is  the  only  place  to  ber  You're  in  good  hands. 


%iilg^  your  life  for  them. 
But  that's  not  what  they  want. 

They  just  want  you 
to  stay  healthy. 


ljou'retwr0ingtoMe 


V 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 

PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


PRAVACHOL  is  the  only 
cholesterol-lowering  drug 
of  its  kind  proven  to  help 
prevent  a  first  heart  attack. 
And  the  grim  fact  of  the 
matter  is,  up  to  33%  of 
people  do  not  survive  their 
first  heart  attack. 
Improving  your  diet 
and  exercise  is  important, 
but  may  not  be  enough. 
So,  ask  your  doctor  about 
Pravachol.  It  may  help  you 
live  a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
of  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  basecl  on  a  new  landmark 
five-year  study  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  mild  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  and  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoided.  Please  see  important 
information  on  the  next  page. 


pimcHot 

pravastatin  sodium  tablefs 


Visit  our  Web  site  at  www.prav.ichoLcom 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 


PRAVACHOL  helps  prevent  first  heart  attacks. 

©  1996  BriMol-MycTs  Squibh  Co. 


PRAVAUHUr 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  componenl  of  t^ls  medication  Active  liver  disease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS)-  Pregnancy  and  lactation. 
Atherosclerosis  is  a  ctironic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  stiould 
tiave  little  impact  on  the  outcome  of  long-term  therapy  of  primary  nypercholesterolemia  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  lor  fetal  development  (including 
synthesis  of  steroids  and  cell  membranes).  Since  KMG-CuA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  subslimces  derived  from  cholesterol,  ttiey 
may  cause  fetal  harm  when  administered  to  pregnant  women,  Therefmr  HMG  CoA  reductase  inhibitors  are 
contraindicated  during  pregnancy  and  in  nursing  mothers.  Pravastatin  should  be  administered  to  women 
of  childbearing  age  only  when  such  patients  arc  highly  unlikely  to  conceive  and  have  been  informed 
of  the  potential  hazards.  If  the  patient  become.';  piegnant  while  taking  this  class  ol  drug,  therapy  should  be 
discontinuiiil  ni  l  I'l  natient  apprised  of  the  polintial  hazard  to  the  fetus  WARNINGS:  Liver  Enzymes  — 
HMG-CoA  leduclasi;  inhibitors,  like  some  ct'ier  lipid-lowenng  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function.  Inci  eases  ol  seruir  transaminase  (ALT,  AST)  values  to  more  than 
3  times  the  upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  seguential)  occasions  have  been 
reported  in  1  3%  ol  patients  treated  with  pravastatin  in  the  US  over  an  average  period  ol  18  months  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatment  duration 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  from  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment  levels.  These 
biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia, 
weakness  and/or  abdominal  pain  may  also  be  present  in  rare  patients  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  of  treatment,  at  6  and  12  weeks  after  initiation  of 
therapy  or  elevation  in  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  with  a  second  liver  function  evaluation  to  confirm  the 
finding  and  be  followed  thereafter  with  tregiient  liver  function  tests  until  the  abnormality(ies)  return  to  normal 
Should  an  increase  in  AST  or  ALT  of  three  times  the  upper  limit  ol  normal  or  greater  persist,  withdrawal  of 
pravastatin  therapy  is  recommended  Active  livei  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored, 
started  at  the  lower  end  of  the  recommended  d(»inq  range,  and  titrated  to  the  desired  therapeutic  effect 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravaslatin-treated  patients  (see  ADVERSE  REACTIONS)  Myopathy, 
defined  as  muscle  aching  or  muscle  weakness  in  conjunction  with  increases  in  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0.1%)  in  pravastatin  clinical  trials. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  ol  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  it  accompanied  by  malaise  oi  lever.  Pravastatin  therapy  should  be  discontinued 
if  markedly  elevated  CPK  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 

Rredisposing  to  the  development  of  renal  lailure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
ypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  fibrates  However,  neither 
myopathy  nor  significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  ot  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosponne.  Some  of  these  patients  also  received  other  concomitant  immunosuppressive 
therapies  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cycrosporme  Further,  in  clinical  trials  involving  small  numbers  of  patients  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy  Also,  myopathy  was  not  reported 
in  a  tnal  ot  combination  pravastatin  140  mg/day)  and  gemfibrozil  (1200  mg/day),  althougn  4  of  75  patients 
on  the  combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo  There  was 
a  trend  toward  more  freguent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotnerapy  (see  PRECAUTIONS:  Drug  Interactions)  The  use  of  fibrates  alone  may 
occasionally  be  associated  with  myopathy.  The  combined  use  of  pravastatin  and  fibrates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh  the  increased  risk 
of  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creatinine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS)  This  should  be  considered  in  the  differential  diagnosis 
of  chest  pain  in  a  patient  on  therapy  with  pravastatin.  Homozygous  Familial  Hypercholesterolemia. 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  tamilial  hypercholesterolemia.  In  this 
group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  with  varying  degrees  of  renal  impairment  (as  determined  by  creatinine 
clearance).  No  effect  was  observed  on  the  pharmacokinetics  of  pravastatin  or  its  3i<-hydroxy  Isomeric 
metabolite  (SO  31,906).  A  small  increase  was  seen  in  mean  AUC  values  and  half-life  (tV;)  for  the  inactive 
enzymatic  nng  hydroxylation  metabolite  (SO  31 ,945)  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  of  individual  vanability,  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored.  Information  tor  Patients  —  Pahents  should  be  advised  to  leport  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  lever  Drug 
Interactions  —  Immunosuppressive  Drugs.  Gemlibrozil,  Niacin  (Nicotinic  Acid).  Erythromycin:  See 
WARNINGS:  Skeletal  Muscle  Anlipynne.  Since  concomitant  administration  ot  pravastatin  had  no  effect  on 
the  clearance  of  antipyrine,  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected.  Cholestyramine'Colestipot.  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  ol  pravastatin  However,  when  pravastatin  was 
administered  1  hour  belore  or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  significant  decrease  in  bioavailability  or  therapeutic  effect.  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy  )  Warfarin  In  a  study  involving  10  healthy  male  subjects  given 
pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailabiliry  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protein-binding  ot  warfarin. 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  warfann  but  did  not  produce  any  changes  in  its 
anticoagulant  action  (i  e ,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant 
therapy)  However,  bleeding  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class  Patients  receiving  wartarin-type  anticoagulants  should  have  their  prothrombin  times 
closely  monitored  when  pravastatin  is  initiated  or  the  dosage  of  pravastatin  is  changed  Cimetidine  The  AUC" 
"  «•  for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC  for  pravastatin 
when  given  alone  A  significant  difference  was  observed  between  the  AUC's  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digoxm  In  a  crossover  trial  involving  18  healthy 
male  subjects  given  pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  of  digoxin 
were  not  affected.  The  AUC  of  oravastatin  tended  to  increase,  but  the  overall  bioavailaoility  of  pravastatin  plus 
its  metabolites  SQ  31 ,906  anri  SQ  31 ,945  was  not  altered,  Cyclosponne  Some  investigators  have  measured 
cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaningful 
elevations  in  cyclosponne  levels.  In  one  single-dose  study,  pravastatin  levels  were  lound  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosporine.  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  ol  pravastatin  and  gemfibrozil  there  was  a  significant  decrease 
in  urinary  excretion  and  protein  binding  of  pravastatin.  In  addition,  there  v/as  a  significant  increase  in  AUC, 
Cmax,  and  Tmax  tor  the  pravastatin  metabolite  SQ  31,906.  Combination  therapy  with  pravastatin  and 
emtibrozil  is  generally  not  recommended.  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
RAVACHOL).  cimetidine.  nicotinic  acid,  or  probucol.  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVACHOL  (pravastatin  sodium)  was  administered.  Other  Drugs:  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to:  iJuretics.  antihypertensives, 
digitalis.  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin.  Endocrine  Function  — 
HMG-CoA  reductase  inhibitors  intertere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and.  as  such,  might  theoretically  blunt  adrenal  or  gonadal  steroid  hormone  production.  Results  ot  clinical 
trials  with  pravastatin  in  males  and  post  menopausal  females  were  inconsistent  with  regard  to  possible 
effects  ot  the  drug  on  basal  steroid  hormone  levels.  In  a  study  of  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  signihcantiy  reduced  (p<  0.004)  after  16  weeks  of  treatment  with  40 
mg  ot  pravastatin.  However,  the  percentage  of  patients  showing  a  >  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients.  The 
effects  of  HMG-CoA  reductase  inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate 
numbers  ot  patients.  The  effects,  if  any,  of  pravastatin  on  the  pituitary-gonadal  axis  in  pre-menopausal 
females  are  unknown.  Patients  treated  with  pravastatin  who  display  clinical  evidence  of  endocrine 
dysfunction  should  be  evaluated  appropriately.  Caution  should  also  be  exercised  if  an  HMG-CoA  reductase 
inhibitor  or  other  agent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other  drugs 
(e  g  ,  ketoconazole,  spironolactone,  cimetidine)  that  may  diminish  the  levels  or  achvity  of  steroid  hormones, 
CNS  Toxicity  — CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  eel!  infiltration  of  perivascular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  taking  40  mg/day.  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class,  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian  degeneration  of 
retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a 
dose  that  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity).  This  same  drug  also 
produced  vestibulocochlear  Wallerian-iike  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs 
treated  for  14  weeks  at  180  mg/kg/day.  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  that 


study  in  rats  fed  pravastatin  at  doses  of  10.  JO,  or  100  mg/kg  body  weight,  there  was  an  increased  inciden 
of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  0  01)  Although  rats  were  given  up  to  1 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  hipl) 
than  those  measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC  The  oral  administration  of  1 
30,  or  too  mg/kg  (producing  plasma  drug  levels  approximately  0  5  to  5  0  times  the  human  drug  levels  at 
mg)  ol  pravastatin  to  mice  lor  22  months  resulted  in  a  statistically  significant  increase  in  the  incidence 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  to  contri 
(p  <'0.05)  The  incidence  was  not  dose-related  and  male  mice  were  not  affected  A  chemically  similar  dr 
in  this  class  was  administered  to  mice  for  72  weeks  at  25, 100.  and  400  mg/kg  body  weight,  which  result 
in  mean  serum  drug  levels  approximately  3.  15,  and  33  times  higher  than  the  mean  human  serum  dr 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  significan 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  percent 
males.  The  incidence  ol  adenomas  ol  the  liver  was  signilicantly  increased  in  mid-  and  high-dose  lemali 
Drug  treatment  also  signilicantly  increased  the  incidence  of  lung  adenomas  in  mid-  and  high-dose  r  lales  a; 
females  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  ol  rodents)  were  significantly  higher 
high-dose  mice  than  in  controls  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  without  rat-ln 
metabolic  activation,  in  the  tollowing  studies:  microbial  mutagen  tests,  using  mutant  strains  of  Salmnne 
typnimurium  or  Escherichia  coir  a  forward  mutation  assay  in  L5178Y  TK  +1-  mouse  lymphoma  cells; 
chromosomal  aberration  test  in  hamster  cells:  and  a  gene  conversion  assay  using  Saccharomyces  cerevisi^ 
In  addition,  there  was  no  evidence  of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  a  micronucle 
test  in  mice.  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  produce  any  adver 
effects  on  fertility  or  general  reproductive  performance.  However,  in  a  study  with  another  HMG-CoA  reducta 
inhibitor,  there  was  decreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight,  althou 
this  effect  was  not  observed  in  a  subsequent  lertilily  study  when  this  same  dose  was  administered  for 
weeks  (the  entire  cycle  ol  spermatogenesis,  including  epididymal  maturation)  In  rats  treated  with  this  sar 
reductase  inhibitor  at  180  mg/kg/day,  seminiferous  tubule  degeneration  (necrosis  and  loss  of  spermatogei 
epithelium)  was  observed  Although  not  seen  with  pravastatin,  two  similar  drugs  in  this  class  caused  dru 
related  testicular  atrophy,  decreased  spermatogenesis,  spermatocytic  degeneration,  and  giant  cell  lormatn 
in  dogs.  The  clinical  significance  of  these  findings  is  unclear  Pregnancy:  Pregnancy  Category  X.  — 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established  Pravastatin  was  not  teratoger 
in  rats  at  doses  up  to  1 000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily  These  doses  resulti 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surface  area  (mg/meter-)  However,  in  studies  wi 
another  HMG-CoA  reductase  inhibitor,  skeletal  mallormations  were  observed  in  rats  and  mice  There  h. 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophaqeal  listula.  and  anal  atresia  (Val 
association)  in  a  baby  born  to  a  woman  who  took  another  HMG-CoA  reductase  inhibitor  wi 
dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy.  PRAVACHOL  (pravastatin  sodium)  shou 
be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unlikely  to  concei' 
and  have  been  informed  of  the  potential  hazards.  If  the  woman  becomes  pregnant  while  taking  PRAVACHC 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  hazards 
the  fetus  Nursing  Mothers  —  A  small  amount  of  pravastatin  is  excreted  in  human  breast  milk  Because 
the  potential  for  serious  adverse  reactions  in  nursing  intants.  women  taking  PRAVACHOL  should  not  nun 
(see  CONTRAINDICATIONS)  Pediatric  Use  —  Safety  and  effectiveness  in  individuals  less  than  1 8  years  □ 
have  not  been  established  Hence,  treatment  in  patients  less  than  18  years  old  is  not  recommended  at  th 
time  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated:  adverse  reactions  have  usually  bee 
mild  and  transient  In  4-month  long  placebo-controlled  trials,  1  7%  of  pravastatin-treated  patients  and  1.2 
of  placebo-treated  patients  were  discontinued  from  treatment  because  of  adverse  experiences  attnbuted 
study  drug  therapy;  this  difference  was  not  statistically  significant.  In  long-term  studies,  the  most  commc 
reasons  for  discontinuation  were  asymptomatic  serum  transaminase  increases  and  mild,  non-specit 
gastrointestinal  complaints.  During  clinical  trials  the  overall  incidence  of  adverse  events  in  the  elderly  ws 
not  different  from  the  incidence  observed  in  younger  patients.  Adverse  Clinical  Events  —  All  adver; 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  in  Vr 
placebo-controlled  trials  are  identified  in  the  table  below,  also  shown  are  the  percentages  of  patients 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug: 

All  Events  Events  Attributed 

to  Study  Drug 


Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

Placebo 

(N  =  900) 

(N  =^411) 

(N  =^900) 

(N  =  411 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

3.4 

0.1 

0.0 

Dermatologic  Rash 

4.0* 

1.1 

1.3 

0.9 

Gastrointestinal 

Nausea/Vomiting 

7.3 

7.1 

2.9 

34 

Diarrhea 

6.2 

5.6 

2.0 

1.9 

Abdominal  Pain 

5.4 

6.9 

2.0 

3,9 

Constipation 

4.0 

7.1 

2.4 

5.1 

Flatulence 

3.3 

3.6 

2.7 

3,4 

Heartburn 

2.9 

1.9 

2.0 

07 

General 

Fatigue 

3.8 

3.4 

1.9 

1,0 

Chest  Pain 

3.7 

1.9 

0.3 

02 

Influenza 

24* 

0.7 

0.0 

0,0 

Musculoskeletal 

Localized  Pain 

10.0 

9.0 

1.4 

1.5 

Myalgia 

2.7 

1.0 

0.6 

0.0 

Nervous  System 

Headache 

6.2 

3.9 

i.r 

0.2 

Dizziness 

3.3 

3.2 

1.0 

0.5 

Renal/Genitourinary 

Urinary  Abnormality 

24 

2.9 

0.7 

1.2 

Respiratory 

Common  Cold 

7.0 

6.3 

0.0 

0.0 

Rhinitis 

4.0 

4.1 

0.1 

0.0 

Cough 

2.6 

1.7 

0.1 

0.0 

'Statistically  significantly  different  from  placebo. 


In  the  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLINICAl 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pravastatin  sodium 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  profile  in  the  pravastahn  group  was  comparable  to  tha 
of  the  placebo  group  over  the  median  4  8  years  of  the  study  The  following  effects  have  been  reported  witl 
drugs  in  this  class;  not  all  the  effects  listed  below  have  necessarily  been  associated  with  pravastatin  therapy 
Skeletal:  myopathy,  rhabdomyolysis,  arthralgia.  Neurological  dysfunction  of  certain  cranial  nerves  (includim 
alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  memory  loss 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia  depression,  Hypersensitivit 
Reactions  kn  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  or  mori 
of  the  following  features  anaphylaxis,  angioedema.  lupus  erythematous-like  syndrome,  polymyalgi; 
rheumatica.  dermatomyositis,  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytic  anemia,  positivi 
ANA.  ESR  increase,  eosinophilia,  arthritis,  arthralgia,  urticaria,  asthenia,  photosensitivity,  fever,  chills,  flusning 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens- Johnson  syndrome 
Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  jaundice,  fatty  Changs 
in  liver  and.  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomiting  Skin  alopecia 
pruritus.  A  variety  of  skin  changes  (e  g  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  change; 
to  hair/nails)  have  been  reported  Reproductive  gynecomasfla,  loss  of  libido,  erectile  dysfunction.  Eye 
progression  ot  cataracts  (lens  opacities),  ophthalmoplegia.  Laboratory  Abnormalities,  elevatec 
transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  function  abnormalities  Laboratory  Tes^ 
Abnormalities  —  Increases  in  serum  transaminase  (ALT  AST)  values  and  CPK  have  been  observed  (see 
WARNINGS).  Transient,  asymptomatic  eosinophilia  has  been  reported.  Eosinophil  counts  usually  returned  tc 
normal  despite  continued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  nave  been  reported  with  HMG 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastatin  has  been  administered  concurrently  witt 
cholestyramine,  colestipol,  nicohnic  acid,  probucol  and  gemfibrozil.  Preliminary  data  suggest  that  the  additior 
of  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associated  with  greatei 
reducfion  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastatin  alone.  No  adverse  reactions 
unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  drug  alone  have  been  reported 
Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  another  HMG- 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  erythromycin 
or  lipid-lowenng  doses  of  nicofinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  these 
agents  is  generally  not  recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  Drug 
Interactions  I  OVERDOSAGE:  To  date,  there  are  h«o  reported  cases  of  overdosage  with  pravastahn,  both  ol 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities  If  an  overdose  occurs,  il 
should  be  treated  symptomatically  and  supportive  measures  should  be  insfituted  as  required. 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  Insert  before  prescribing  PRAVACHOL*  (pravastatin  sodium). 
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Nextel  Communications'  founder  had  a  great  idea, 
but  ideas  are  wortliless  witliout  good  execution. 

NextePs  second  chance 


By  Bruce  Upbin 

MORGAN  O'BRIEN,  a  former  Federal 
Communications  Commission  law- 
yer, had  a  brilliant  idea.  He  would  use- 
new  digital  technology  and  an  alread\ 
available  part  of  the  radio  bandwidth 
spectrum  to  develop  a  low-cost  wire- 
less telephone  network  covering  the 
U.S.  With  former  cellular  executive 
Brian  McAuley,  he  founded  Nextel 
Communications,  Inc.  Nextel  owns 
specialized  mobile  radio  spectrum 
licenses  in  major  U.S.  cities.  Because 
it  was  able  to  get  the  licenses  rela 
tively  cheaply,  it  has  a  cost  advantage 
over  rivals. 

Born  in  1987,  Nextel  raised  $113 
million  in  a  January  1992  initial  stock 
offering.  The  stock  became  so  hot 
that  in  October  1993  Nextel  had  a 
market  capitalization  of  more  than  $7 
billion — impressive  for  a  relatively 
new  company.  Then  it  all  came  down 
to  earth.  From  $54  a  share  in 
November  1993,  Nextel  dropped  to 
$9  in  February  1995. 

O'Brien  had  rushed  to  market  with 
a  flawed  microprocessor  from 
Motorola.  The  device  made  voices 
sound  squawky,  like  transmissions  on 
World  War  11-era  walkie-talkies.  And 
O'Brien  wasn't  much  of  a  manager. 
His  poorly  assembled  management 
structure  made  matters  worse. 

In  April  1995  cellular 
pioneer  Craig  McCaw 
moved  in  and  kicked 
O'Brien  upstairs  to  the  vice 
chairman's  office.  McCaw 
committed  to  supplying 
Nextel  with  up  to  $1.1  bil- 
lion of  his  family's  money 
over  six  years  in  return  for  ■■■■ 
26%  of  the  company. 

McCaw  got  on  the  phone  to 
Motorola's  Christopher  Calvin,  who 
promised  Motorola  would  produce  a 
lighter,  better-sounding  phone. 
Within  a  year  Calvin  delivered. 

"Motorola's  greatest  weakness," 


Nextel  Chief  Executive 
Dan  Akerson  (left) 
and  President 
Tim  Donahue 
McCaw's  wireless 
dream  team. 


says  McCaw,  "is  its 
inability  to  work  well  as  a 
partner  with  other  com- 
panies, but  they  have 
done  for  us  the  best  job 
they  have  ever  done." 
In  January  1996 
McCaw  named  a  McCaw  Cellular  vet- 
eran, Timothy  Donahue,  48,  as  Nextel 
president.  A  month  later  McCaw 
brought  in  Daniel  Akerson,  a  former 
chief  executive  of  General  Instrument 
and  president  of  Mc;i,  as  Nextel's  chief 


executive.  Akerson,  48,  recalls:  "They 
[Nextel]  .  .  .  had  top  people  who 
didn't  do  anytliing.  For  a  few  days  I 
thought  maybe  1  was  just  too  old  and 
untrendy  to  understand.  Then  1  real- 
ized I  wasn't  the  problem;  they  were." 

Akerson  replaced  senior  manage- 
ment and  shook  up  the  sales  force. 
The  reorganized  salespeople  signed 
up  240,000  new  customers  by  March 
1997,  bringing  Nextel's  total  sub- 
scriber base  to  420,000. 

It  looks  like  McCaw  has  another 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 

You  could  also 
have  a  Thinl<:Pad. 

No  reason  to  let  a  little  thing  Ilk 
money  stand  between  you  and 
ThinkPad.  Because  now,  lor  les 
than  $2,000,  you  can  have 
notebook  from  the  family  that 
won  over  300  awards'  —  complet' 
with  Pentium"  processor  powei 
integrated  TrackPoint  III,  and  tha 
unmatched  ThinkPad  "feel."  Jus 
call  1  800  426-7255;  ext.  5011,  fo 
more  details  and  to  find  out  wher< 
you  can  buy  one.  Or  come  visi 
us  at  www.pc.ibm.com/thinkpad 
A  better  place  to  think 


ThmltPad 


mnkPad  365XD 
120  MHz' processor,  8MB  memory.  l.OSGIi'  han 
disk.  U.3-inch  screen.  TrackPoint  III,  iX  CD-ROM 
Lotus  SmarlSiiile,'  $1,899!" Available  today- 


Solutions  for  a  small  planet 


@) 

Pentium' 


'From  media  ana-indL'siries  worldwide,  2M-F.  8  am-8  pin  EST.  In  Canada,  call  1  800  465-3299  (ID#  45294). 

3MH2  deiiolesjiitemal  clock  speed  ot  the  microprocessor  only,  other  factors  also  affect  application 
performance."''G8  ^  billion  bytes.,  S/^/lay  be  pieioaded.  iiicluded  on  a  CD  or  available  to  6fder  on  a  CD. 
Disliettes  and  hard  copy  docuitientalioii  available  at  extra  cfiarge,  6Model  EEF/JRF.  Estimated  IBfi/l  autfiorized 
retailer  price.  ActUal  pricw  may  vary.  Other  models  range  up  to  $2,999,  IBIVI,  ThinkPad.  TrackPoint  III  and 
Solutions  toi  a  sinalt  planefare  trademarks  of  International  Business  Machines  Corporation.  Lotus  and 
SmartSuite  are  reGisJerndi  ttadeniarks  ul  Lotus  pevelopnient  Corp.  The  Intel  Inside  logo  and  Pentium  are 
regisferedtrademarks'b'f  Intel  Corp,  ."•199i?.  iSM  Cbrp, 


winner.  Nextel's  mo- 
bile phones  can  do 
everything  that  ordi- 
nary cellular  phones 
can  do,  plus  some 
things  they  cannot. 
Depress  the  touch-to- 
talk  button  on  the 
Nextel  handset  and  as 
many  as  100  co-work- 
ers can  be  patched 
through  to  one  an- 
other instantly,  or  can 
speak  as  a  group,  as  in 
a  conference  call.  Cost 
of  Nextel's  service: 
about  11  cents  a 
minute,  less  than  half 
as  much  as  a  typical 
cellular  call.  Rates  are  ■■■■ 
cheaper  because  Nex- 
tel does  not  have  to  strike  intercon- 
nection deals  with  local  telephone 
companies. 

Nextel  bills  to  the  second  for  its 
touch-to-talk  time.  For  its  regular  cel- 
lular phone  service  it  bills  to  the 
second  after  the  first  minute,  not  to 
the  next  minute  as  do  typical  cellular 
firms.  And  it  has  a  national  network 
roughly  equal  in  size  to  AT&T's.  In 
January  it  exploited  that  edge  by 
waiving  the  so-called  roaming  fees 
charged  for  calls  outside  a  customer's 
home  area.  Competitors  will  be  hard- 
pressed  to  follow  suit.  Roaming  fees 
can  account  for  up  to  20%  of  a  cellu- 
lar company's  profits. 

Bell  Fuels,  a  $120  million  (sales) 
fuel  distributor  in  Chicago,  switched 
from  its  conventional 
cellular  provider  to 
Nextel  last  July.  Bell's 
February  cellular  bill 
was  $1,177,  down 
from  $2,250  last  year 
for  the  same  number 
of  sales  agents. 

McCaw  and  Aker- 
son  threw  out 
Nextel's  mass-market 
strategy  and  decided 
to  carve  out  a  niche. 
They  market  Nextel's 
$199  telephones  only 
to  businesses,  leaving 
the  competitive,  low- 
margin  mass  market  to 
the  big  phone  compa- 
nies and  independent 
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Craig  McCaw  on 
Motorola:  *They 
have  done  for  us  the 
hest  job  they  have 
ever  done." 


Says  Daniel  Akerson: 
"[Nextel]  had  top 
people  who  didn't  do 
anydiing.  I  realized  I 
wasn't  the  problem." 


cellular  providers. 
Nextel's  average 
monthly  revenue  for 
its  new  phones  is 
about  $75,  as  against 
$48  for  conventional 
cellular  phones. 

Meanwhile,  Nextel 
is  attacking  the  inter- 
national market:  It  has 
licenses  covering  107 
million  potential  cus- 
tomers in  Brazil, 
China,  the  Philippines, 
Argentina,  Canada 
and  Mexico. 

Nextel's  stock  is 
still  in  the  dumps. 
After  climbing  to  24 
last  summer,  it  is  now 
15,  not  far  above  what 
McCaw  paid  two  years  ago. 

The  stock  is  depressed  in  part  by 
the  dawning  awareness  on  the  part  of 
investors  that  new  digital  cellular  out- 
fits will  require  enormous  amounts  of 
capital — and  hence  equity  dilution — 
to  expand  their  systems.  Yet  Nextel  is 
in  much  better  shape  than  its  stock 
price  suggests.  It  has  a  $1.7  billion 
line  of  bank  credit,  $500  million  in 
cash  from  a  junk  bond  offering  in 
March,  $750  million  in  low-cost 
credit  from  Motorola  and  access  to 
the  McCaw  fortune.  Jeffrey  Hines  at 
NatWest  Securities  says  Nextel  will 
increase  its  U.S.  customer  base  to 
over  1  million  by  the  end  of  this  year. 

On  $600  million  in  revenues, 
Nextel  will  lose  $1.3  billion  this  year 
and  probably  won't 
break  even  until  2001. 
But  Akerson  reminds 
Forbes  that  he  and 
Nextel's  other  top 
managers  took  big  pay 
cuts  in  return  for 
stock-option  packages 
when  they  signed  on 
at  Nextel.  At  an  exer- 
cise price  of  around 
$14  a  share,  those 
options  aren't  worth 
much.  Akerson  and  his 
colleagues  won't  make 
a  dime — nor  will  Craig 
McCaw — until  they 
prove  to  the  world 
that  they  have  a  win- 
ning proposition.  H 


Anywhere. 


Get  $100  back& 
a  free  carrying  case. 

No  walls.  No  limits. 
And  there's  no  better 
time  to  stay  connected, 
with  an  IBM  PC  Card 
Modem  and  your  new 
ThinkPad365.  Be- 
cause now,  between 
3/1/07 -5/31/97.  with 
the  purchase  of  both, 
you  can  receive  our 
$100  official  mail-in 
certificate  and  a  free 
carrying  case!  To  receive  a  copy  of  the 
certificate,  and  to  find  out  about  our 
full  range  of  PC  Cards,  please  call 
I  800  426-7255.  ext.  5125  or  come 
visit  us  at  www.pc.ibm.com/thinkpad. 


$1(10  hack 
wlwn  you  buy 
an  IBM  PC 
Card  Modem 

irith  a 
TlunliPad  365. 


Solutions  for  a  small  planet " 


•Pfool  ot  purchase  fof  both  IBM  ThinkPad  365  and  IBM  PC  Card  Modem  needed: 
Cash  tegister  teceip!,  bill  ol  sale,  or  invoice  marked  "paid"  dated  3/t/97-  5/31/97 
Oiler  expires  5/31/97  Rebates  may  not  be  assigned  or  Iranslerred  Ttiere  are  no 
returns  or  exchanges  allowed  Limit  one  per  IBM  ThinkPad  365  serial  number 
Olticial  mail-in  cerliticate  must  accompany  your  request.  Hit  available  to  IBM 
resellers  IBM  resefves  the  right  lo  withdraw  or  modily  this  promotion  without  prior 
notice  Void  where  taxed,  prohibited  or  restricted  by  law  Please  allow  4-8  weeks  tot 
delivery.  Otter  valid  only  m  the  U.S.A  All  registered  trademarks  and  trademarks  are 
the  property  ot  Inlernationa!  Business  Mactiines  Corporation  ©  1997  IBM  Corp 


The  peace  sign.  The  happy  face.  The  four-leaf  clover. 

Glimpse  at  them  for  a  split  second,  and  you  know 
exactly  what  they  mean.  Because  right  behind  every 
powerful  icon  lies  a  powerful  idea. 

A  little  over  a  century  ago,  we  set  out  with  what 
we  considered  to  be  some  pretty  powerful  ideas: 

Build  cars  to  be  fast.  (We  set  land  speed  records 
that  would  last  for  half  a  century.) 

Safe.  (Developments  in  crumple  zones,  antilpck  brakes, 
and  restraint  systems  have  helped  make  all  cars  safer.) 

Innovative.  (The  pioneering  spirit  that  drove  Karl  Benz 
to  patent  the  first  three-wheel  motor  carriage  still 
guides  everything  we  do  today.) 

And,  just  as  important,  beautiful.  (Museums 
throughout  the  world  have  placed  our  cars  in  their 
permanent  collections.) 

'•.  Our  symbol  has  stood  for  all  of  these  things  for 
over  a  hundred  years. 
'  We  look  forward  to  the  next. 


What  makes  a  symbol  endure?' 


Yes,  to 

national  tests 


BY  DIANE  RAVITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


Prhsident  Clinton  wants  local  school  dis- 
tricts and  states  to  accept  national  education 
standards.  He  has  offered  to  make  available 
exemplary  national  tests  of  student  achieve- 
ment in  fourth-grade  reading  and  eighth- 
grade  mathematics. 

Critics  are  already  lined  up  to  attack  nation- 
al testing,  from  Phyllis  Schlatly  on  the  right, 
who  fears  a  federal  takeover,  to  an  organiza- 
tion on  the  left  called  Fairtest,  which  has 
never  met  a  test  it  considers  fair.  Lynne  V. 
Cheney,  former  chairman  of  the  National 
Endowment  for  the  Humanities,  has  warned 
against  the  scheme,  on  the  grounds  that  loopy 
pedagogical  leftists  are  sure  to  take  it  over. 

But  national  testing  is  a  good  idea  with 
bipartisan  origins.  In  1991  President  Bush 
and  his  education  secretary,  Lamar  Alexander, 
proposed  national  tests,  but  a  Democrat-led 
Congress  and  prominent  educators  scorned 
the  idea.  The  Democrats  claimed  that  tests 
discriminate  against  minorities  and,  in  the 
metaphor  of  the  day,  "weighing  a  sheep  won't 
make  it  grow." 

In  a  classic  Nixon-to-China  move,  Clinton 
now  recommends  a  strategy  that  Democrats 
and  educators  would  not  tolerate  from  a 
Republican  President.  The  ingenious  part  of 
the  Clinton  plan  is  that  it  requires  no  new 
standards:  It  utilizes  excellent  existing  tests 
that  already  incorporate  high  standards. 

Under  the  proposal,  states  and  school  dis- 
tricts would  be  permitted,  but  not  required, 
to  use  the  National  Assessment  of  Educational 
Progress  (R\EP)  to  test  the  reading  skills  of 
fourth -graders,  and  the  mathematics  portion 
of  the  Third  International  Mathematics  and 
Science  Study  (TIMSS)  for  eighth-graders. 
-  The  cost  of  the  first  testing,  in  1999,  would 
be  borne  by  the  federal  government.  After 
that,  districts  or  states  would  pay  if  they 
wanted  to  use  the  tests  again. 

For  nearly  three  decades  naep  has  been 
administered  only  to  national  or  state  samples. 
TIMSS  was  recently  given  to  half  a  million  chil- 
dren in  41  countries:  U.S.  students  placed 
28th  of  the  41  in  math.  The  new  national 
tests  would  generate  scores  for  individual  stvi- 
dents.  For  the  first  time  ever,  American  stu- 


dents (and  their  parents  and  teachers)  would 
find  out  how  they  arc  doing  in  comparison 
with  national  and  international  benchmarks. 

Many  parents  and  teachers  will  be  shocked 
when  they  see  how  much  worse  youngsters  dc) 
on  these  new  tests  than  on  current  state  and 
local  tests.  Both  new  tests  are  based  on  stan- 
dards far  higher  than  most  states  now  use.  In 
Wisconsin,  88%  of  students  met  the  state's 
reading  standard,  but  only  35%  reached  nakp's 
fourth-grade  standard.  South  Carolina  report- 
ed that  82%  were  doing  fine,  but  only  20% 
met  naep's  standard.  In  Louisiana  80%  of  the 
seventh-graders  passed  the  seventh-grade  state 
test  in  math,  but  only  10%  performed  well  on 
naep.  In  Oklahoma,  there  was  a  50-point  gap 
between  the  pass  rates  on  the  state  and  nation- 
al standards.  These  tests  seem  designed  to 
boost  students'  self-esteem  rather  than  to 
measure  their  performance. 

Only  Delaware,  Kentucky  and  New 
Hampshire  seem  to  have  state  standards  as 
high  as  the  current  naep  standards  in  reading 
and  mathematics. 

However  unsettling  the  test  results  might 
be,  they  could  serve  as  a  powerftil  stimulus  for 
educational  reform. 

In  Wisconsin,  88%  of  students 
met  the  state's  reading  standard, 
but  only  35%  reached  NAEP's 
fourth-grade  standard. 


There  are  two  serious  flaws  with  the 
Administration's  plan.  First,  this  national  test- 
ing program  should  be  promptly  removed 
from  the  Department  of  Education,  where  it 
is  subject  to  manipulation  by  political 
appointees  and  interest  groups  (if  it  is  not 
removed,  Cheney's  warning  may  be  pre- 
scient). It  should  be  assigned  to  a  bipartisan 
autonomous  agency  committed  to  high  stan- 
dards and  honest  reporting.  Such  an  agency 
already  exists:  the  National  Assessment 
Governing  Board,  which  has  administered  the 
current  national  assessments  for  years. 

A  second  serious  flaw  is  that  the 
Administration  plans  to  give  the  eighth- 
grade  mathematics  test  in  Spanish,  which  is  a 
terrible  idea.  Students  in  American  schools 
must  learn  to  function  in  the  larger  societ)', 
which  requires  knowledge  of  the  English 
language. 

If  it  is  fixed,  the  Administration's  plan  will 
give  an  honest  accounting  of  how  well  stu- 
dents are  learning — as  well  as  a  big  boost  to 
those  parents  and  teachers  who  demand 
improved  student  performance.  H 
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Can  our  scientists  really 
create  gold  in  the  laboratory? 


Absolutely. 


It's  the  National  Medal  of  Technology.®  Conferred  on  3M,  "for  many 
innovations  over  decades,  producing  thousands  of  imaginative  and 
successfully  commercialized  products."  Like  Scotch"  Magic  "  Tape, 
Thinsulate™  Insulation,  Post-it  Notes,  Scotchgard  "  Protectant  and  more. 
It's  America's  highest  award  for  technical  achievement.  A  glittering 
confinnation  of  our  commitment  to  going  from  need  to. 


3M  Innovation 


For  inoif  niJaniKilii'ii.  call  I -H(I()-3M-HELPS.  (}i  Internet:  http://\vw\v.niniin.<  (ini 
©3M  I'i'Ki     The  Ndliiiiuil  Medal  i>l  'l'e(  hnoliii^x"  is  a  federally  rej^istered  trademark  oj  the  U.S.  Ocjuirtineni  of  Cciiiinerec. 


EDITED  BY  NINA  MUNK 


Printrak 
Chief  Executive 
Richard  Giles 
A  failed  entre- 
preneur finally 
making  money 
in  an  old,  but 
profitable,  busi- 
ness: helping 
catch  crooks. 


Some  fingerprint  rivals  chase  tlie  Internet.  Richard  Giles 
sticks  to  selling  to  cops.  Guess  who  makes  money? 

Prickly  does  it 


By  Bernard  Condon 

With  a  Bentley  parked  outside  his 
office  and  a  new  ski  house  in  Tel- 
luride,  Colo.,  transplanted  Brit 
Richard  Giles  should  be  the  picture 
of  contentment.  But  twice  during  our 
interview  he  crosses  the  room  to  peer 
at  a  computer  screen  to  check  his 
company's  stock  price. 
Stuck  at  12. 

"We're  trading  well  below  our 
rivals,"  complains  Giles,  48.  "Some 
of  tlicm  don't  even  earn  money." 

Giles'  Printrak  International  Inc.  of 
Anaheim,  Calif  does  make  money.  It 
should  report  profits  of  $4.3  million, 
or  43  cents  a  share,Tor  the  fiscal  year 
ended  March,  on  revenues  of  $60 
million.  By  conventional  standards  the 
stock  is  scarcely  cheap  at  19  times  for- 
ward earnings  and  2  times  rcx  cnues. 

Printrak  sells  machines,  that  match 
a  suspect's  fingerprint  with  one  of 
millions  in  a  police  database.  What 
makes  rivals  like  identix  Inc.  and 
National  Rcgisi;\  inc.  sexier  is  they 
promise  to  deliver  similar  matching 


information  for  businesses.  With  a 
press  of  your  finger  against  a  scanner, 
you  will  be  able  to  access  restricted 
data  over  the  Internet,  and  maybe 
even  make  purchases  on-line  some 
day.  The  stock  market,  despite  the 
recent  weakness  in  high  tech,  gobbles 
up  anything  connected  to  the  Net. 
National  Registry,  a  Florida  company 
that  has  yet  to  earn  a  cent,  trades  at 
24  times  trailing  sales. 

Giles,  a  former  research  chemist 
and  a  self-described  techno-skeptic, 
thinks  all  this  hoopla  is  bunk. 

Forgive  Giles  for  his  prickly,  com- 
bative nature.  It  helps  explain  how, 
against  rich  rivals  like  France's  Sagem 
Morpho  and  Japan's  NEC,  Printrak 
won  20  of  25  recent  contracts  put  to 
bid  by  police  agencies.  Giles  has 
infused  the  entire  company  with  his 
brash  self-confidence.  At  a  trade  show 
his  R&D  cliief,  Behnam  Bavarian,  was 
overheard  saying  loudly,  "How  do 
you  [NEC  reps]  earn  your  salaries  with 
those  products?  If  you're  looking  for 


a  job,  we'll  consider  you." 

While  some  other  rivals  figure  out 
how  to  put  this  information  on  the 
Internet,  Giles  scouts  out  new  mar- 
kets. Printrak  is  now  focusing  its 
attention  on  selling  fingerprint  scan- 
ners to  social  welfare  agencies  to 
catch  people  who  claim  undeserved 
benefits.  It's  a  market  that  could  be 
worth  between  $350  million  and 
$500  million  over  the  next  three 
years.  Giles  is  determined  to  capture 
as  much  as  40%  of  these  new  con- 
tracts— a  share  that  industry  experts 
say  is  feasible.  In  preparation  he  has 
been  spending  20%  of  revenues  a  year 
to  make  his  machines  ever  more 
sophisticated  (see  box,  p.  70). 

Printrak's  already  snatched  some 
impressive  customers.  In  1994  Los 
Angeles  County  spent  $3  million  to 
install  a  Printrak  system.  Within  six 
months  of  replacing  its  old  system, 
which  relied  on  drivers'  licenses  and 
mothers'  .maiden  names  to  stop 
fraud,  8,000  people  dropped  off  the 
welfare  rolls.  The  count\'  is  saving  on 
average  $12  million  annually. 

"We're  chasing  the  right  market," 
says  Giles.  "Some  of  these  other  com- 
panies are  going  to  hit  a  wall." 

Giles  learned  the  hard  way  to  be 
skeptical  of  technology,  per  se.  He 
once  spent  six  months  designing  a 
solar  panel  in  his  garage — only  to  dis- 
cover that  it  was  impossible  to  prove 
it  would  last  the  ten  years  required  to 
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^  customer,  please  hold. 

•^d  customer  olease  hold. 


— . — ,  ^ —  - 

mei;  please  holdi 
er,  please  hold, 
ei;  please  holdj 
ease  holdj 
ase  hold.i 
se  hold. 
holdJ 


SVjL 


CAN  YOU  IMAGINE  HOW  YOU'D  BE  TREATED 
IF  YOU  WEREN'T  A  VALUED  CUSTOMER? 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
local  phone  company  to  tcg® 

„c^^'  If  the  growth  of  your  business  has  been 
put  on  hold  by  an  unresponsive,  bureaucratic  local 
phone  company,  say  hello  to  TCG.  We're  the  other 
local  phone  company,  the  responsive  one — 
the  country's  largest  competitive  local  exchange 
company,  serving  57*  major  markets  nationwide. 
What  makes  TCG  different?  At  TCG,  we  bring  a 


refreshing  customer-first  attitude  to  servicing  your 
business.  As  a  TCG  customer,  your  calls  are 
handled  by  a  live  person  who  knows  how  to  help. 
We  can  also  design  a  telecommunications  solution 
that's  tailored  to  your  business,  whether  you  need 
local  telephone  service  or  advanced  data  service 
applications.  And  you'll  find  TCG  can  do  it  all  at 
extremely  competitive  rates..  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG, 
or  visit  our  web-site  at  www.tcg.com. 


')1997  Teteport  Communications  Croup  Inc. 


Leadership 
is  more 
than  numbers 


With  $450  billion  in  assets  under  mana- 
gement, AXA  is  a  world  leader  in  insu- 
rance and  investment.  With  100,000 
men  and  women  sharing  the  same 
vision  in  more  than  50  countries,  we 
strike  a  unique  balance  between  global 
experience  and  local  expertise  that 
allows  us  to  develop  solutions  tailored 
to  your  goals.  Here  in  the  US,  where  we 
manage  $230  billion  in  assets,  we've 
been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  & 
Jenrette,  companies  whose  outstanding 
track  record  allows  us  to  say: 


Go  ahead 


u  can  rely  on  us 


INSURANCE  &  INVESTMENT 


WITH  0\J)l  US  MEMBER, 

Please  visit  our  Web  site:  http://www.axa.com 


UP  &  COMERS 


Gotcha! 


To  catch  a  thief 
Computers  color- 
code  ridges,  then 
mark  them  with 
dots,  leaving  five 
or  ten  possible 
matches  for 
humans  to  mull 
over.  Next:  full 
automation.  R&D 
chief,  Behnam 
Bavarian  (right), 
predicts  cops  will 
soon  be  checking 
suspects  right  at 
the  crime  scene. 


Thk  cops  in  Kent,  England  had  only  a  fingerprint  loft 
on  a  jewelry  box,  and  a  daunting  1.4  million  possible 
matching  prints.  Yet  seven  minutes  after  feeding  the  " 
print  into  their  Printrak  computers  they  identified  their 
thief  As  they  pulled  up  to  his  home,  he  was  at  the 
kitchen  table,  just  sifting  through  his  $3,000  of  loot. 

How  do  Printrak  computers  work  that  fast.^  First, 
ihey  analy/e  the 
whorls,  loops  and 
arches  on  a  finger- 
print, eliminating 
90%  of  a  database's  Hjf'^ 
prints.  Then  they 
build  a  map  of  ten 
or  so  points  where 
a  print's  ridges 
stop  or  bifurcate. 
That  usually  nar- 
rows possible 
matches  to  five  or  ten  prints. 

Human  experts  take  over  from  there.  The\'  let  their 
imaginations  wander,  seeing  a  lake  formed  by  ridges  or 
branches  on  a  tree,  and  then  look  for  the  same  picture 
among  the  selected  prints. 

Not  perfect,  for  sure,  but  a  good  enough  mix  of 
machine  and  man  to  be  bad  news  for  bad  guys. 

Printrak  hopes  to  automate  that  last  step  by  trans- 
lating those  human  musings  into  algorithms. 
Researchers  led  by  mathematician  Behnam  Bavarian 
have  computers  draw  lines  between  stops  and  bifurca- 
tions to  form  polygons.  The  area  and  the  mean  of  a 
polygon's  angles  are  measured  to  one  two-hundredths 
of  an  inch,  then  matched  against  database  prints. 

If  the  new  system  works,  there's  the  possibility  of  sell- 
ing new  machines  to  Printrak's  existing  175  police 
agency  customers.  Printrak  predicts  that  by  the  end  of 
the  year  its  system  will  be  sophisticated  enough  to 
enable  police  with  portable  scanners  in  their  squad  cars 
to  get  results  in  seconds. 

This  research  also  gives  Printrak  an  edge  in  trying  to 
win  contracts  with  welfare  agencies  (see  story).  Another 
possible,  unintended,  side  effect:  Printrak  moving  us 
one  step  closer  to  making  fingerprint  checks  for  Inter- 
net transactions  commerciallv  viable.  -B.C.  H 


justify'  its  price.  "I  was  thinking  in  a 
laboratory,"  says  Giles.  "I  wasn't 
thinking  enough  about  the  market." 
A  lesson  to  tuck  away  for  the  ftiture. 

He  drew  on  it  a  decade  later.  In 
1989  the  Bristol  University-educated 
hnglishman  was  sent  by  Printrak's 
then  parent,  British  currency  printer 
De  La  Rue,  to  clean  up  the  sub- 
sidiary's books  and  sell  it.  Printrak  was 
losing  $2  million  a  month,  shipping 
late  and  chasing  technolog)'  that  was 
nift^  but  not  viable.  "We  had  a  dozen 


scientists  doing  research  into  dna 
matching  and  ballistics,  but  there  were 
no  customers  for  this  stuff,"  says  Giles. 

Sometimes  companies  don't  know 
what  they're  sitting  on.  Even  before 
De  La  Rue  bought  Printrak  from 
Rockwell  International  Corp.  in 
1982,  Printrak  had  invented  the  first 
computerized  system  for  checking 
fingerprints  against  those  in  data- 
bases. By  the  time  Giles  joined  the 
company,  100  law  enforcement  agen- 
cies, including  the  FBI  and  the  Royal 


(Canadian  Mounted  Police,  were 
using  the  system.  While  Printrak  had 
neglected  this  end  of  its  business, 
Giles  saw  in  it  opportunity. 

He  was  an  entrepreneur  at  heart.  In 
addition  to  the  botched  solar  panel, 
there  was  a  circuit- board  business  that 
flopped  as  well  as  an  aborted  plan  to 
consolidate  the  British  candle  market. 
He  was  later  fired  by  the  owners  of  a 
conglomerate  he  managed  for  press- 
ing too  hard  for  an  equity  stake. 

Printrak  was  his  big  chance.  Instead 
of  selling  the  company  to  someone 
else,  Giles  and  a  few  managers  bought 
it  from  De  La  Rue  for  $100.  The 
catch:  They  had  to  assume  responsi- 
bility for  $100  million  in  performance 
bonds  and  other  liabilities  for  which 
customers  would  demand  payment  if 
their  contracts  were  not  satisfactorily 
completed.  Within  a  year  and  a  half 
Giles  had  fulfilled  all  30  outstanding 
contracts. 

Now  on  to  growth.  Giles  knew 
that  police  officers  who  picked  his 
system  had  a  vested  interest  in  the 
system's  success.  So  he  started  flying 
them  to  other  police  agencies  to  pitch 
his  products.  Success. 

After  losing  out  on  the  first  of 
three  rounds  of  bidding  for  a  huge 
FBI  contract,  Giles  didn't  mope.  He 
went  out  and  won  17  smaller  con- 
tracts in  18  months  while  his  rivals 
were  distracted  by  the  subsequent 
bidding  rounds  at  the  FBI. 

"The  British  love  if  you  have 
money  for  three  generations  and  walk 
around  in  Wellington  boots,  and  so 
do  I,"  he  says.  "But  1  won't  wait 
three  generations."  In  the  U.S.  he 
didn't  have  to. 

His  60%  stake  in  Printrak  is  worth 
$70  million,  and  his  bet  on  the  wel- 
fare market  looks  like  a  good  one. 
Anticipating  widespread  fraud  as  new 
federal  law  forces  people  off  welfare 
after  five  years,  agencies  are  eager  to 
get  automated  systems  in  place.  Cal- 
ifornia now  wants  to  set  up  a  $20 
million  system  of  its  own.  Illinois  is 
testing  a  Printrak  system.  Four  other 
states  are  asking  for  bids. 

Win  a  couple  of  big  new  contracts, 
says  Giles,  and  Printrak's  stock  could 
really  take  off  "It's  undervalued,"  he 
says  doggedly.  We  don't  know  about 
that,  but  we  do  know  the  man's  a  hell 
of  a  salesman.  H 
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What  kind  of  power  can  an  energy  company 
have  over  mother  nature? 

Speed.  And  whether  it's  tornadoes  or  hurricanes,  our  five  million  customers  at  home  and  abroad  know  they  can  depend  on 
our  experience,  energy  and  reliable  service.  Because  we'll  have  the  electricity  flowing  again  faster  than  a  bolt  of  lightning. 

SOUTHERN  «^ 
COMPANY 

http://www.southernco.com  Energy  to  Serve  Your  World 

i  1996  Souir>ern  Company  .. 


UP  &  COMEfti 


There  are  advantages  to  being  a  distant  number  two  to  a  dominant  player— 
if  you  understand  the  game.  Del  Taco's  Kevin  Moriarty  is  a  deft  player. 

Flea  bites  elephant 


By  Seth  Lubove 

The  Del  Taco  chain  of  Mexican- 
style  fast-food  joints  was  barely  a  blip 
on  Taco  Bell's  radar  screen,  but  that 
blip  is  getting  larger.  Since  Kevin 
Moriarty  took  over  the  Laguna  Hills, 
Calif  chain  in  1990,  he  has  more 
than  doubled  sales  at  Del  Taco's  300 
units,  to  about  $250  million;  at  $4.8 
billion  Taco  Bell,  growth  slowed  to  a 
crawl  last  year.  "Because  of  their  ego 
it  took  them  time  to  pay  attention  to 
us,"  declares  Moriarty. 

Moriarty,  49,  knows  what  it's  like 
to  play  a  feisty  number  two  to  a  dom- 
inant number  one.  He  spent  16  years 
at  Burger  King,  in  the  shadow  of 
McDonald's,  working  his  way  up 
from  assistant  restaurant  manager  to 
one  of  the  top  two  operating  execu- 
tives in  the  company.  But  after 
Burger  King  fell  into  the  hands  of 
giant  Grand  Metropolitan  in  1989, 
Moriarty  decided  that  big-company 
bureaucracy  was  not  for  him.  Here 
was  a  guy  who  started  out  running  a 
bar  called  Moriarty's  Cafe  in  the 
Flatbush  section  of  New  York  City. 
He  took  some  buyout  money  and 
departed. 

Around  this  time  General  Electric 
Capital  Corp.  got  stuck  with  control 
of  a  Mexican  restaurant  chain  after 
the  chain's  previous  management 
team  had  trouble  servicing  the  debt 
incurred  in  a  GE-fmanced  leveraged 
buyout.  It  was  a  mess.  On  the  East 
Coast,  Del  Taco  ran  restaurants  with 
knives  and  forks  and  beer  and  wine; 
on  the  West  Coast  the  chain  was  a 
ty^pical  fast-food  joint.  Different 
menus,  recipes  and  uniforms.  Red  ink 
all  over  the  place. 

ge's  headhunter  called  Moriarty 
just  over  a  month  after  he'd  left 
Burger  King.  Moriarty  wasn't  inter- 
ested. He  had  walked  away  from 
Grand  Met  with  a  bundle.  "I  wasn't 
even  going  to  entertain  gainful 
employment,"  he  says.  GE  upped  the 


ante:  Make  us  essentially  whole  on 
our  $100-million-plus  loan,  its  exec- 
utives told  him,  and  you  can  have  the 
damned  thing.  Now  that  was  a  deal 
Moriarty  couldn't  walk  away  from. 

David  Baney,  who  had  worked  with 
Moriarty  at  Burger  King,  visited 
Moriarty  soon  after  he  arrived.  Recalls 
Baney,  now  Burger  King's  vice  presi- 
dent of  business  development:  "I  told 
Kevin,  'I  tliink  you  bit  off  more  than 
you  can  chew.  This  doesn't  look  like 
it  can  be  turned  around.'" 

Moriarty  saw  things  differently. 
Burger  King  had  become  a  strong 
number  two  to  McDonald's.  Why 


couldn't  Del  Taco  do  the  same  with 
Taco  Bell.>  "We  knew  [right  away]  we 
had  the  right  guy,"  recalls  Steven 
Read,  who  oversaw  ge's  stake  in  the 
company  at  the  time.  "He  was  seeing 
things  others  hadn't  seen." 

What  he  saw  was  that  Taco  Bell 
and  parent  PepsiCo  had  helped  to 
create  a  national  mass  market  for 
Mexican-type  fast  food  and  Del  Taco 
would  be  able  to  hitch  a  free  ride  on 
that  bandwagon.  Taco  Bell?  Del 
Taco.^  The  names  were  enough  alike 
that  Taco  Bell's  advertising  would 
help  Del  Taco.  It  pleases  Moriarty 
that  when  Taco  Bell  started  pushing 
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quesadillas,  Del  Taco's  sales  of  que- 
sadillas  rose  25%. 

But  with  those  similarities  Moriar- 
ty  has  made  sure  there  are  clear-cut 
differences.  These  days  there's  no 
mistaking  a  Del  Taco  for  a  Taco  Bell. 
While  many  of  Taco  Bell's  outlets 
have  all  the  charm  of  a  windowless 
urban  bunker,  many  Del  Taco  oudets 
have  been  repainted  in  festive  colors 
and  have  plenty  of  windows  and  play 
areas  for  the  kids.  Moriarty  revamped 
the  menu,  throwing  out  the  lard  and 
emphasizing  such  ingredients  as 
fresh,  lean  ground  beef,  grated  cheese 
and  fresh-cooked  beans  to  set  himself 
apart  from  Taco  Bell's  menu  of  large- 
ly preprocessed  items.  While  he  intro- 
duced higher-priced  items  such  as  a 
$3.29  Macho  Beef  Burrito,  he  also 
priced  some  items  below  Taco  Bell's 
to  generate  traffic.  He  closed  19 
restaurants. 

In  1993  Moriarty  took  the  compa- 
ny through  a  prepackaged  bankrupt- 
cy to  clean  the  books  of  onerous 
leases  and  long-term  contracts.  "The 
business  was  healthy,"  he  says  now. 
"The  goal  of  going  into  Chapter  1 1 
was  to  close  the  door  on  the  histori- 
cal past."  Moriarty  then  bought  Del 
Taco  outright  from  GE  for  $86  mil- 
lion plus  warrants.  Moriarty  and 
some  associates  put  in  only  $6  million 
of  the  purchase  price,  GE  itself  lent 
them  the  other  $80  million. 

Moriarty  says  Del  Taco  is  now  run- 
ning a  positive  cash  flow  of  $30  mil- 
lion. Apply  a  multiple  of  six  to  that 
and  the  company  is  worth  $180  mil- 
lion. Subtract  debt  and  the  $16  mil- 
lion in  warrants  due  GE,  and  the 
remaining  equity  held  by  Moriarty's 
group  is  still  worth  some  $84  million. 
Not  a  bad  return  on  their  original  $6 
million  investment. 

Cocky  as  ever,  Moriarty  claims 
he'd  like  to  plant  a  store  right  across 
the  street  from  every  one  of  the 
6,900  Taco  Bells.  Meanwhile,  he's 
had  the  satisfaction  of  seeing  his  big 
competitor  copycat  some  of  his 
higher-priced  items  in  an  effort  to 
goose  Taco  Bell's  declining  same- 
store  sales. 

Isn't  he  worried  that  Taco  Bell, 
now  awakened  to  the  threat,  will 
simply  ape  his  successful  changes.'  "If 
you  put  a  wig  on  a  pig,  it's  still  a 
pig,"  he  quips.  H 
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Are  you  still  curious? 
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Willow  Creek  runs  its  church  like  a  business. 
Is  that  bad? 

V 

JesusChrist.com 


By  Katrina  Burger 

It's  Sunday  morning  at  the  Willow 
Creek  Community  Church  in  the 
Chicago  suburb  of  Soutli  Barrington, 
111.  William  Hybels,  the  45 -year-old 
founder  and  senior  pastor  of  Willow 
Creek,  steps  on  stage.  More  than 
4,500  people  are  packed  into  the 
church's  huge  auditorium.  In  a  pow- 
erfiil  voice,  Hybels  tells  his  flock  the 
story  of  how,  after  watching  Jesus 
Christ  pray,  the  disciples  asked  Jesus 
to  teach  them  how  to  pray. 

"What  did  they  see  that  made 
them  so  want  to  emulate  his  kind  of 
prayer.^  Did  they  overhear  him  using 
complex  theological  terms  and  they 
wanted  to  learn  some  new  terms.^ 
Was  it  special  effects — you  know, 
some  paranormal  activity — that  they 
wanted  in  on?" 

Hybels  pauses  strategically  before 
answering  his  own  questions.  "I 
don't  think  so.  I  think  they  watched 
Jesus  pray  and  they  could  tell  even 
from  a  distance  that  there  was  a 
depth  of  fellowship  between  Jesus 
and  his  Father  that  they  had  never 

experienced  before  And  they  said, 

'We  want  that.  We  don't  relate  to  the 
Father  that  way.  Help  us  do  that.'" 

Hybels  appears  to  be  helping  his 
flock  experience  prayer  the  way  early 
Christians  might  have  experienced  it. 
When  he  finally  pulls  out  the  stops, 
it's  clear  that  he's  trying  to  convince 
his  largely  skeptical  congregation  that 
they  too  can  talk  to  God.  "What 
would  you  pray  for— right  now,  this 
instant — if  for  just  one  moment  you 
let  yourself  have  complete  faith  in 
God.>"  he  asks. 

Hybels  knows  fijU  well  that  many 
in  his  flock  have  no  such  faith  when 
they  first  come  to  Willow  Creek.  He 
tries  to  help  them  gain  it — and  he 
often  succeeds.  The  Willow  Creek 
congregation  is  an  odd  mix  of  athe- 
ists, agnostics  and  lapsed  Christians, 


some  old,  some  young.  Hybels  calls 
them  "seekers" — what  they  share  is  a 
yearning  for  spiritual  fiilfillment  that 
conventional  churches  haven't  been 
able  to  satisfy. 

To  this  end  he  has  stripped  away 
many  of  the  conventional  religious 
props — no  crucifixes,  incense,  con- 
fessions or  catechisms.  No  time- 
honoreci  rituals.  In  a  sense,  he's 
trying  to  recreate  the  pristine  church 
of  the  first  few  centuries,  when  Chris- 
tianity was  new  and  relatively  free 
from  ritual  and  Jesus  Christ  was  still 
a  fresh  memory. 

The  U.S.  is  still  a  fairly  religious 
nation,  but  organized  religion  is  slip- 
ping. In  1995  the  nation's  six  biggest 
mainline  Protestant  denominations 
had  21.3  million  members,  down 
25%  from  1965,  based  on  figures 
compiled  for  Forbes  by  David 
Roozen,  director  of  the  Hartford 
Seminary  Center  for  Social  &  Reli- 
gious Studies. 

In  no  sense  does  Willow  Creek  fill 
the  yawning  gap,  but  its  congrega- 
tion is  growing.  In  the  22  years  since 
the  church  was  founded,  it  has  grown 
from  125  worshippers  to  16,000 
who  attend  four  weekend  services. 
Besides  his  weekend  audiences,  up  to 
6,000  people  come  to  hear  Hybels' 
midweek  messages  on  Wednesday 
and  Thursday.  Average  age  of  the 
American  churchgoer?  Around  55. 
At  Willow  Creek:  40. 

In  his  meticulously  neat  office 
overlooking  Willow  Creek's  pond, 
Hybels  explains  his  mission:  "Most 
people  who  are  quite  far  from  God 
have  developed  an  attitude  that  says, 
'The  Bible  and  Christianity  are  not 
relevant  to  my  hfe.'"  Hybels  feels 
tliat  tlie  failure  lies  not  with  the  Bible 
and  Christianit}'  but  witli  die  church- 
es. The  product  is  good,  but  the 
marketing  is  faulty  and  out  of  date. 
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One  Sunday  three  years  ago, 
Hybels  says,  "I  scanned  the  audience 
and  thought:  Wliere  are  the  20-year- 
olds?"  To  find  them  he  hired  Dieter 
Zander,  whose  New  Song  Church  in 
Covina,  Cahf.  had  as  its  slogan, 
"Where  the  flock  likes  to  rock." 
Zander,  37,  has  created  for  Willow 
Creek  a  Saturday  night  service  with 
rock  music. 

On  a  Saturday  evening  in  early 
March,  Matthew  Shepardson,  21, 
wearing  frayed  jeans  and  a  baseball 
cap  backwards,  grabs  the  mike  at 
Willow  Creek  and  starts  belting  John 
Cougar  Mellencamp's  "The  Author- 
ity Song."  The  audience  of  700 
includes  guys  widi  goatees,  gals  with 
black  boots  and  magenta-streaked 
hair.  "Isn't  this  great?"  shouts  Sheri 
Shaw,  23,  over  the  thumping  music. 


Soon  after  the  music  stops,  Zander 
stands  up  before  the  congregation. 
He  spreads  his  arms  out  wide  and 
pronounces:  "Older  generations  have 
observed  your  generation.  Many 
have  shaken  their  heads.  [But]  the 
leadership  style  of  your  generation  is 
different  from  previous  generations — 
so  different  sometimes  they  don't  see 
it  for  what  it  really  is." 

Nor,  perhaps,  would  the  older 
generation  see  this  as  religion.  But 
LaDonna  Witmer,  24,  who  attends 
services  here  every  Saturday  night, 
says  Willow  Creek  has  helped  her  dis- 
cover her  spiritual  side.  "God  doesn't 
feel  so  distant  here,"  she  says.  "They 
talk  about  real  life,  and  it's  not  tied 
up  in  a  nice  neat  little  bow.  It's  dirt}' 
and  it's  grung\',  and  that's  what  I've 
been  looking  for." 


Dirt?  Grunge?  Zander  doesn't  shy 
away  from  talking  about  drugs  or 
sex,  divorce  or  racial  and  ethnic 
issues.  In  one  sermon  he  brings  up 
his  own  near  miss  with  divorce.  In 
another,  he  talks  about  racism  in 
churches.  For  his  young  congrega- 
tion it's  a  way  to  believe  in  God  with- 
out losing  touch  with  the  real  world. 

Traditionalists  criticize  Willow 
Creek  for  turning  the  Bible  into 
entertainment,  for  being  a  shopping 
mall  where  customers  can  choose  the 
religious  teachings  they  like  and 
ignore  those  they  don't.  "I  call  it  reli- 
gion lite,"  sniffs  Randolph  L. 
Williamson,  an  Episcopalian  minister 
at  Trinit}'  Church  in  Swarthmore,  Pa. 

But  even  those  who  disapprove  are 
trying  to  learn  from  Willow  Creek. 
"Everybody  in  the  religious  world  is 
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(this  is  the  exception) 


A  remote  keyless  entry  device 
can  unlock  your  car  door  from  a 
distance,  right? 

So  a  thief  lurking  nearby  with 
a  special  receiver  can  pick  up  the 
signal,  record  it,  and  re-send  it  later 
to  unlock  the  car,  right? 
Wrong. 

If  it's  the  new  UT  Automotive 
Remote  Keyless  Entry  System -which 
changes  the  message  sent  after  each  use  -  the  signal  the  thief  recorded  is  useless. 

United  Technologies  makes  these  systems  for  GM,  Nissan,  Honda  and  Isuzu.  If  you  own 
or  lease  one  of  their  new  cars,  you  may  already  have  our  remote  keyless  entry  system. 
And  if  you're  a  car  thief?  Tough  luck. 
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looking  at  Willow  Creek  and  trying 
to  figure  how  they  can  learn  from  its 
approach,"  says  Randall  Balmer,  who 
is  a  professor  of  contemporary  reli- 
gion at  Barnard  College,  Columbia 
University. 

Five  years  ago  Hybels  started  the 
Willow  Creek  Association  to  teach 
other  churches  how  to  market  them- 
selves. The  association  holds  confer- 
ences and  seminars  for  ministers 
three  times  a  year.  Members  pay  an 
annual  $199  fee,  as  well  as  at  least 
$149  per  conference.  For  an  addi- 
tional cost  they  can  buy  Willow 
Creek's  sermon  outlines,  transcripts. 


Sermon  on  the  Mount:  "Ye  cannot 
serve  God  and  mammon." 

Today  Elder's  Over  the  Mountain 
Community  Church  has  about  l,iOO 
regular  worshippers. 

In  Scottsdale,  Ariz.,  Phillip  Toole 
quit  as  an  A.ssemblies  of  God  minis- 
ter in  1993  to  start  his  own  church, 
using  the  Willow  Creek  model.  In 
just  three  years  his  new  Mountain 
Valley  Community  Church  has 
grown  to  where  it  serves  about  450 
worshippers. 

In  Las  Vegas,  Pastor  Gene  Appel 
had  so  much  success  with  his  first 
Willow  Creek-style  church  (4,000 


Willow  Creek's  ■ 
William  Hybels 
"People  who  are 
far  from  God 
have  developed  . 
an  attitude  that 
says  'The  Bible 
and  Christianity 
are  not  relevant 
to  my  life. 
Hybels  is  trying 
to  change  that 
attitude. 


musical  programs  and  drama  scripts 
at  a  discount. 

Last  August  the  association  set  up 
WillowNet  (www.willowcreek.org), 
where  association  members  can 
download  church  service  outlines 
and  sample  drama  skits. 

In  Birmingham,  Ala.,  William 
Elder,  a  former  Baptist  minister,  quit 
his  church  to  start  one  modeled  on 
Willow  Creek.  Instead  of  traditional 
hymns  and  organ  music,  he  plays 
country  music  and  shows  movie  clips 
that  carry  religious  lessons. 

In  one  service  Elder  showed  the 
scene  from  the  film  Wall  Street  in 
which  star  Michael  Douglas  pro- 
claims that  greed  is  good.  Elder  used 
Douglas'  character — who  is  busted  in 
the  end — to  challenge  the  idea  that 
money  brings  freedom  and  happi- 
ness. Greed  is  not  good.  The  serviv-c 
was  an  updated  lesson  from  rSic 


members)  that  he  started  a  second 
one  four  years  ago;  it  has  already 
grown  to  1,700  members.  In  Wood- 
bridge,  Va.,  George  Beaven,  minister 
of  The  Church  of  Christ  Our  Lord, 
holds  meetings  in  a  movie  theater 
where  he  projects  Bible  verses, 
Willow  Creek-style,  on  the  screen. 

Willow  Creek  got  its  start  in  1975 
when  William  Hybels  was  fresh  out 
of  Trinity  College  in  Deerfield,  III. 
with  a  biblical  studies  degree.  He 
went  door-to-door  in  his  Chicago 
neighborhood  asking  people  why 
they  were  not  coming  to  church. 
Church  is  boring,  people  told  him; 
the  sermons  don't  make  sense;  and 
what  happens  to  all  that  money 
going  in  the  plate,  anyway? 

Hybels  discovered  that  most  of  his 
neighbors  believed  in  God  but  not  in 
church.  Starting  in  an  old  movie  the- 
ater, Hybels  created  a  service  using 


rock  music,  and  rather  than  just  read- 
ing lessons  from  the  Bible,  he  used 
skits  to  bring  the  passages  to  life. 

He  invited  people  of  all  beliefs  to 
come.  No  dress  code.  No  one  had  to 
sing  or  even  pray. 

Hybels  established  groups  within 
the  church  to  help  members  deal 
with  everyday  life  through  faith  in 
God.  Today  Willow  Oeek  boasts 
close  to  100  of  these  groups — called 
ministries  and  headed  by  volunteers 
and  church  staff  The  ministries  deal 
with  divorce,  raising  kids  in  a  single - 
parent  home,  finding  a  potential 
spouse  and  more. 

The  prison  ministry,  for  example, 
hosts  church  services  behind  bars  and 
counsels  prisoners.  In  another  min- 
istry, volunteer  mechanics  repair  used 
cars  donated  by  church  members  and 
give  them  to  single  mothers  or  other 
families  who  need  help. 

Repairing  psyches,  marriages  and 
cars:  The  idea  is  to  encourage  a  com- 
munity in  which  everyone  contributes 
skills  to  help  others  with  problems.  To 
each  according  to  his  problem,  from 
each  according  to  his  skills. 

Call  it  smart  marketing:  Get 
people  into  rehgion  by  offering  them 
social  contacts  and  help  with  their 
problems.  Then  show  them  how 
serving  others  is  part  of  religion. 
"They  attract  people  who  haven't 
been  to  church  in  20  years,  if  they 
ever  have,"  says  Wade  Clark  Roof,  a 
sociologist  of  rehgion  at  the  Univer- 
sity of  California,  Santa  Barbara. 

Lee  Strobel  was  an  atheist  when  he 
was  dragged  to  Willow  Creek  by  his 
wife  in  1980.  Strobel,  now  45, 
dumped  his  job  as  an  editor  for  the 
Daily  Herald  in  Chicago  to  become 
a  teaching  pastor  at  Willow  Creek.  "I 
decided  to  systematically  investigate 
whether  there  is  credibility  in  Chris- 
tianity," he  remarks.  "I  looked  at  his- 
torical evidence,  archeological  evi- 
dence, eyewitness  accounts.  And  after 
seeing  the  mountain  of  evidence,  I 
realized  it  would  take  more  faith  to 
believe  in  atheism  than  to  believe  in 
Christianity." 

It  costs  money  to  turn  skeptics 
into  believers.  Hybels  has  opened 
Willow  Creek's  books  to  the  public. 
Anyone  can  pick  up  a  copy  of  the 
church's  financial  statement  at  the 
information  desk  or  find  out  that 
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Smart  ideas  for  your  future  ^ 


Putting  too  much  into 
taxes  and  not  enough 
into  retirement? 

Prudentials  Discovery  Select^'^  Variable  Annuity  can  help 

You  just  wrote  a  big  check  to  pay  last  year's  tax  bill.  You've  also  funded  your  IRA  and  you're 
contributing  the  maximum  to  your  401(k).  Now,  let  Prudential's  Discovery  Select  Variable 
Annuity^  show  you  how  you  can  save  on  taxes  while  you  save  more  for  your  retirement. 


Enjoy  these 
key  benefits 
with  Discovery 
Select: 
• 

Solutions  to  fit 
your  needs. 
Take  advantage  of  our 
asset  allocation  program 
to  choose  among  21 
investment  options 
suited  to  your  needs* 
• 

Guaranteed  protection 
for  your  beneficiaries. 

You  get  a  death  benefit, 
backed  by  Pruco  Life 
Insurance  Company, 
that  guarantees  at  least 

your  total  payments 
(minus  any  withdrawals 
you  moke).' 
• 

Tracking  your 
assets  is  easy. 

Each  quarter,  you 
receive  a  comprehensive, 
eosy-to-reod  statement 

showing  how  your 
investments  performed. 


Discovery  Select  can  help  you 
close  your  "retirement  gap," 

Your  "retirement  gap"  is  the  difference  between 
what  you're  saving  now  and  what  you'll  need 
in  retirement.  And  it's  where  Discovery  Select 
can  help.  The 
combination  of  tax 
deferral  and  no 
armual  contribution 
limits  can  help  you 
save  more  for 
retirement — and 
more  efficiently, 
too. 

Save  on  next 
year's  taxes. 

Instead  of  paymg 
taxes  year  after 
year  on  the  money 
you're  putting 
away,  Discovery  Select  lets  your  earnmgs  grow 
tax-deferred  until  you  withdraw  them — which 
can  help  you  build  wealth  faster. 


I  Al 


3  CORNERSTONES 

of  a  solid  retirement  foundation 

Annuity:  1 

Once  you  reach  the  annu 
IRA  or  401  (k),  an  annuity 
way  to  put  even  more  tt 

%. 

4o  $  limit 

]|  contribution  limits  of  an 
can  be  on  easy  and  effective 
x-deferred  money  aside. 

Prudential 
AIM  Advisors 
Janus 
MFS 
OpCap  Advisors 
T.  Rowe  Price 
Warburg  Pincus 


With  Discovery  Select, 
you'll  be  able  to  choose 
among  well-known 
mutual  funds  from 
world-doss  fund  families. 


Invest  confidently. 

Each  of  Discovery  Select's 
variable  investment  options  is 
managed  by  Prudential  or  one 
of  six  other  well-respected 
money  managers. 

Personalized 
sales  and 
service. 

To  find  out  how  the 
Discovery  Select 
Variable  Annuity  can 
help  fill  the  missing  piece  in  your 
retirement  puzzle,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor 
Ask  for  a  prospectus  detailing  risks, 
charges  and  expenses.  Please  read  the 
prospectus  carefully  before  you  invest  or 
send  money 

TOLL  FREE 

1-800-778-6363 

www.prudential.com 

Prudential 

Investments 


Like  most  insurance  policies  and  annuity  contracts,  Prudential  policies  and  annuity  contracts  contain  exclusions,  limitations,  reductions  of 
benefits  and  terms  for  keeping  them  in  lorce.  Your  Prudential  representative  can  provide  you  with  costs  and  complete  details. 

'Discovery  Selerf"  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company,  except  in  New  York  State  where  the  issuer  of  the  annuity  ond  the  guarantor 
of  the  death  benefit  is  Pruco  Life  Insurance  Company  of  New  Jersey.  Discovery  Select^"  is  offered  through  Pruco  Securities  Corporation  and  Prudential 
Securities.  All  are  subsidiaries  of  The  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Newark,  NJ  07102-3777.  *20  investment  options  avail- 
able in  MD,  OR  and  WA.  Withdrawals  from  this  tax-deferred  investment  may  be  subject  to  a  10%  penalty  tax  if  withdrawn  before  age  59  '2.  Discovery 
Select"""  is  a  service  mark  of  Prudential.  Prudential  Investments^"  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients. 


Rita  believes  In  a  hat 
^dly  enough,  she  thinks  the  same 
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brand  offers  three  lean,  thin'  - '   i,  slow-roasted  meats  to  choose  from.  So  Rita  doesn't 

» = 'o*  LOUIS  RICH.  What'll  you  make  of  it! 


How  to  Make. 


Hybels'  salary  is  $85,000. 

How  do  the  numbers  look?  You 
could  sav  they  look  miraculous.  In 
1995  Willow  Creek  had  $22  million 
in  revenues:  $13  million  from 
member  contributions;  the  rest  from 
food  sales,  the  church  store  and  fees 
from  the  Willow  Creek  Association. 

Where  does  the  money  go.> 
Church  services,  maintenance  and 
salaries  cost  $17  million.  Outreach 


uct.  "I  didn't  know  anything  about 
how  to  manage  the  type  of  organiza- 
tion our  church  had  become,"  he 
says.  "But  1  was  so  affected  by  Peter. 
I  was  like  a  sponge.  I  asked  myself: 
How  do  you  best  lead  a  complex 
organization?  How  do  you  manage  a 
staff  of  300?" 

After  listening  to  Drucker,  he 
hung  a  poster  outside  his  office  that 
read:  "What  is  our  business?  Who  is 


Christ 
Volunteer 
mechanics  at 
Willow  Creek's 
car  repair  min- 
istry fix  up  used 
cars  donated  by 
church  members 
and  give  them  to 
families  in  need.» 


programs — runmng  a  summer  camp 
for  underprivileged  kids,  feeding  the 
poor  and  homeless — absorb  $3  mil- 
Hon.  Any  cash  left  over — last  year  it 
was  $2  miUion — goes  into  a  surplus 
fund.  The  fund  pays  for  building 
improvements  and  other  capital 
expenditures. 

Willow  Creek  is  situated  on  145 
acres  with  lush  landscaping,  a  man- 
made  pond  and  a  352,000-square- 
foot  church  center  larger  than  most 
office  complexes.  There  is  a  food 
court  and  a  bookstore  where  mem- 
bers can  grab  a  snack  or  browse 
before  services.  For  parents  there's 
day  care  and,  in  the  church,  a  closed- 
circuit  video  screen  flashes  the  id 
numbers  of  kids  who  need  their  par- 
ents during  services.  With  4,540  seats 
in  the  round,  the  church  resembles  a 
sports  stadium. 

Is  this  an  entertainment  complex 
or  a  church?  A  bit  of  both.  After 
attending  a  seminar  led  by  manage- 
ment theorist  Peter  Drucker 
(Forbes,  Mar.  10),  Hybels  began  to 
see  that  marketing  God  has  some- 
diing  in  common  with  selling  a  prod- 
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our  customer?  What  does  the  cus- 
tomer consider  value?" 

Willow  Creek's  formula  has  been 
repeated,  through  its  association  and 
its  affiliates,  at  more  than  2,300 
churches  in  15  countries.  The  aver- 
age Willow  Creek-style  church  has 
400  worshippers — four  times  the 
national  average. 

"Our  goal  is  to  have  16,000 
churches  ten  years  from  now,"  says 
James  Mellado,  a  Harvard  M.B.A. 
who  is  president  of  the  association. 
Willow  Creek  has  become  a  Harvard 
Business  School  case  study. 

In  a  fundamental  sense,  religious 
feeling  is  eternal,  unchanging.  But 
why  shouldn't  its  surface  manifesta- 
tions change  just  like  everything  else? 
If  Hybels  is  to  Protestantism  what 
Nike  is  to  gym  shoes,  is  this  bad?  If 
he  can  bring  people  to  belief  via  their 
busted  autos,  how  is  that  different 
from  what  the  old-time  sages  did 
when  they  offered  succor  to  the  sick 
and  lame? 

"Hybels,"  declares  Professor 
Balmer,  "is  capturing  the  next 
moment  in  history."  H 


You-lbp-lt 
turkey  Bun, 


Louis  Rich*gives  you  three  different, 
delicious  meats  to  choose  from. 
Just  start  with  any  of  the  deiiciously 
smolced  or  roasted  Louis  Rich" 
Deli-Thin*  meats,  and  go  from  there. 

•  Louis  Rich  Deli-Thin'  \fariety-Pal(' 
(any  meat  you  want) 

•  Kaiser  Roll 

''•  Marinated  Vegetables 

(Zucchini,  Mushrooms,  Red  Onion, 
Pickled  Mild  Pepper  Rings-mix  and 
match  them  to  fit  your  mood.) 

•  Crumbled  Feta  Cheese 

•  Fresh  Tomato  Slices 

•  Three-Pepper  Hummus  Spread 

•  Leaf  Lettuce 

That's  just  one  way  you  can  make 
every  lunch  an  interesting  one. 
And  we  have  quite  a  few  more. 
Just  call  1-888-LOUIS-RKH 
toll-free  for  some  of  our  latest, 
most  adventurous  sandwich  recipes. 

©1997  Louis  Rich  Company  - 
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Each  and  every  day,  thousands  of 
businesses  build  their  sites  on 
the  Internet  and  wonder:  When 
does  the  excitement  begin? 
Where  are  the  new  customers, 
the  improved  relationships, 
the  lower  overhead?  Surprise, 
surprise.  You  cant  expect  it  to 
happen  automatically. 


jappeee 
were  on  the 
Internet! 


what? 

solution 


now 


It  takes  a  solution.  The  good  news 
is,  a  call  to  IBM  can  help  put 
things  in  motion.  IBM  Internet 
solutions  provide  a  unique 
combination  of  technology, 
professional  services  and 
know-how  that  can  bring  new 
value  to  just  about  every  kind 
of  business,  maldng  the  most  of 
existing  investments.  Here  are 
some  of  our  customers  who 
are  already  reporting  results: 

Japan  Airlines:  uses  Internet 
reservations  to  boost  revenue 
by  $4  million. 

NHL®:  online  store  attracts  more 
than  a  million  hits  per  month. 

Arena  di  Verona:  expands  opera 
audience  using  online  ticketing. 

Supervox:  French  wholesaler 
finds  an  $8  million  opportunity 
in  previously  untapped  market. 

Find  out  how  the  Internet  can 
transform  your  business. 
Visit  us  at  www.ibm.com/ 
internetsolutions  or  call  us  at 
I  800  IBM-7080,  ext.  NCOl, 
to  enroU  in  our  free  seminar. 


Solutions  for  a  small  planet  " 


Owning  a  National  Hockey  League  franchise 
is  a  nifty  way  to  lose  money— unless  you 
understand  the  real  estate  business. 

Prqfits 
on  ice 


By  Robert  La  Franco 

Aside  from  ego  gratification,  why 
would  anyone  want  a  National 
Hockey  League  ft-anchise?  Many  of 
the  top  teams  lose  money.  The  Flori- 
da Panthers  made  it  to  the  Stanley 
Cup  playoffs  yet  lost  $25  million  last 
year.  Denver's  Avalanche  team  won 
the  cup  and  lost  $4.5  million.  The 
owners  of  the  nhl's  26  teams  will 
share  only  $85  million  or  so  in  broad- 
cast revenues  this  season;  compare  that 
with  the  National  Football  League's 
$L1  billion  (see  table,  p.  89). 

Yet  NHL  franchises  are  in  strong 
demand.  A  francliise  cost  $50  million 
in  1993,  it  costs  about  $80  million 
today.  Eager  buyers  already  have  their 
checkbooks  out  for  the  two  to  four 
new  teams  NHL  Commissioner  Gary 
Bettman  may  offer  over  the  next 
three  years. 

Why  so  much  interest  in  an  appar- 
ently unprofitable  sport.>  Thanks  in 
no  small  part  to  Bettman's  efforts  to 
raise  the  sport's  image,  hockey  draws 
a  richer,  more  educated  adult  fan 
than  any  other  major  sport,  and  has 
higher  ticket  prices.  And  it's  got 
growth  built  in:  Almost  half  of  the 
boys  living  in  nhl  franchise  cities 
name  hockey  as  the  "coolest"  sport 
they  follow. 

Hockey  also  has  better  control  of 
its  player  salaries  than  other  major 
sports,  limiting  expensive  unrestrict- 
ed free  agency  transfers  to  players 
over  31.  And  the  players,  many  of 
them  farm  kids  from  Canada,  Europe 


and  inland  America,  are  less  unruly 
off  the  ice  than  players  in  more  glam- 
orized professional 
sports  leagues. 

Why,  then,  are  so 
many  hockey  teams 
moneylosers.^  Forget 
sports  for  the  moment 
and  think  real  estate. 
An  arena  can  be  used 
for  other  purposes 
such  as  circuses  and 
rock  concerts,  but  a 
typical  hockey  team 
uses  it  only  41  days  a 
year.  If  the  hocke)' 
team  is  required  to 
carry  a  preponderance 
of  the  arena's  cost 
from  ticket  revenues 
alone,  it  cannot  make  money.  To  be 
profitable  the  team  must  be  able  to 
tap  into  the  other  streams  of  revenue 
a  stadium  tlirows  off— many  of  which 
now  go  to  NBA  teams,  which  got 
juicier  arena  deals  because  they  were 
ahead  of  their  nhl  competitors 

Consider  Ascent  Entertainment, 
which  owns  Denver's  Avalanche 
team.  Ascent  plans  to  build  a  $160 
million  arena  in  downtown  Denver, 
where  it  will  house  the  Avalanche  and 
the  Denver  Nuggets,  an  NBA  team  it 
also  owns.  Ascent  predicts  that  afi:er 
the  new  stadium  opens  a  little  over 
two  years  from  now,  profits  from 
operating  the  two  teams  will  swing  to 
about  $12.5  million,  roughly  what 


Colorado  Avalanche  right 
wing,  Adam  Deadmarsh, 
and  proposed 
Los  Angeles  arena 
project  (inset) 
Hockey's  sellout 
crowds  and  on-ice 
thrills  aren't  enough 
to  bring  profits. 
Teams  need  the 
right  real  estate 
deal  to  make  money. 


the  teams  will  lose  this  year. 

Why  the  big  swing!"  Parking  fees, 
lucrative  concession  profits,  building 
and  on-ice  advertising — as  well  as 
ticket  sales  and  luxury  box  rentals. 

"Without  an  arena,  I  question 
whether  you  should  even  stay  in  tlie 
business,"  says  Ascent  Chief  Execu- 
tive Officer  Charles  Lyons.  "You're 
just  throwing  cash  down  the  drain." 

Wayne  Huizenga's  Panthers,  the 
principal  asset  of  his  $23  million  (rev- 
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enues)  publicly  traded  Florida  Pan- 
thers Holdings  Inc.,  don't  have  a  sta- 
dium of  their  own  and  have  lost 
about  $55  million  since  its  team 
started  play  in  1993.  But  the  compa- 
ny's initial  stock  offering  prospectus 
indicates  that  the  losses  will  vanish 
once  the  Panthers  move  into  the  pro- 
posed Broward  County  Civic  Arena. 

The  move  will  cut  the  team  in  on 
the  profits  generated  by  the  real 
estate.  The  team  will  manage  the 


arena  for  the  county  in  exchange  for 
the  first  $14  million  in  net  operating 
income  and  80%  of  everything  above 
that — including  the  profit  from  non- 
hockey  events.  Florida  Panthers 
Holdings'  stock  has  climbed  from  a 
November  offering  price  of  10  to  a 
recent  26X. 

All  the  NHL  teams  are  striving  to 
repeat  Molson  Co.'s  success  in  Mon- 
treal, where  the  brewer  turned  the 
Canadiens'  losses  into  approximately 


an  $8  million  operating  profit  in  the 
first  three  quarters  of  this  year  after 
building  the  21,273-seat  Molson 
Center  in  1995.  Cagey  NHL  owners 
plan  similar  halls  in  Dallas,  Los  Ange- 
les and  Miami. 

Think  of  a  hockey  team  as  the 
equivalent  of  an  anchor  tenant  in  a 
shopping  mall:  It  brings  the  crowds 
and  provides  a  theme,  but  it  doesn't 
have  to  pay  the  lion's  share  of  the 
rent.  Because  many  of  the  more 
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Rupert's  magic  puck 

While  hockey  games  attract  wide  audiences  at 
premium  ticket  prices,  the  sport  lags  sadly  in  all- 
important  broadcast  revenues  (jft^  table,  p.  89).  One 
important  reason  is  that  on  the  small  screen  it's  much 
harder  to  follow  the  action  than  it  is  in  baseball,  football 
or  basketball. 

National  Hockey  League  Commissioner  Gary 
Bettman  has  gotten  a  boost  from  media  heavyweights  in 
his  effort  to  kindle  more  mass  interest  in  his  sport.  Walt 
Disney  Co.  helped  put  a  cleaner  face  on  the  sport  with 
its  series  of  Might)'  Ducks  comedy  films,  featuring  an 
undeidog  childrens'  hockey  team.  Then  Rupert  Mur- 
doch, whose  Fox  Broadcasting  has  a  five-to-seven  year 
contract  worth  up  to  $220  million  to  air  NHL  games, 
chipped  in  with  Fox's  high-tech  FoxTrax  puck. 

Investing  more  than  $2  million  in  research,  Fox  cre- 
ated a  puck  containing  infrared  circuitry  that  beams  sig- 
nals to  sensors  installed  around  the  rink.  The  sensors 


track  the 

puck's  location  on  the  ice,  feeding  the  signal  to  a 
broadcast  field  truck  parked  outside.  There,  over  $7 
million  worth  of  equipment  monitors  the  puck's  posi- 
tion on  a  three-dimensional  grid  and  superimposes  a 
bluish  halo  around  the  fast-moving  disc,  which  makes  it 
easier  for  TV  fans  to  follow  the  game.  When  the  puck  is 
shot  at  more  than  75mph,  a  red  streak  is  emitted. 

Will  the  magic  puck  help  lift  hockey's  TV  ratings, 
which  are  only  one-sixth  of  the  National  Football 
League's  numbers?  Bettman  is  confident  that  such  fancy 
additions  will  appeal  to  the  14-year-old  videogame 
junkies  the  league  is  counting  on  for  its  fijture  growth. 
Says  Bettman:  "A  young  fan  today  becomes  tomorrow's 
consumer."  Relatively  well-heeled,  these  consumers  buy 
more  than  just  hockey  tickets  (see  story). 


lucrative  first- team -in  contracts  have 
already  gone  to  NBA  teams,  too  many 
hockey  teams  are  playing  the  anchor 
but  paying  nonanchor  rents. 

If  anyone  understands  real  estate 


it's  the  Walt  Disney  Co.  Disney's 
Mighty  Ducks  team  doesn't  much 
care  about  expansion  revenues.  The 
Mighty  Ducks,  an  expansion  fran- 
chise Disney  purchased  in  1993, 


agreed  to  locate  in  Anaheim,  Calif, 
only  after  the  city  offered  it  a  splen- 
did real  estate  deal.  Anaheim  had  just 
spent  $100  million  on  Arrowhead 
Pond,  a  17,000-seat  arena,  but  had 
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Television's  where  the  money  is 


n  o 
team 
to  fill  it. 
Disney  pays  the 
city's  management 
company  just  7.5%  of  ticket  sales  and 
splits  revenues  from  concessions, 
parking,  advertising,  premium  seats 
and  luxury  suites.  The  arena  offers  a 
full  slate  of  fast-food  oudets  like  Pizza 
Hut,  Subway  and  CarFs  Jr.  It  has 
dessert  stands,  gourmet  coffee  stands 
and  a  full-service  bar,  as  well  as  a 
retail  shop  jammed  with  Ducks  mer- 
chandise. The  team  draws  the 
crowds — the  food  stands  and  sou- 
venir shops  relieve  them  of  their 
money.  The  Ducks  were  profitable 
from  the  moment  they  hit  the 


National 

National 

National 

Major 

Hockey 

Basketoall 

rootoaii 

League 

League 

Association 

League 

Baseball 

Average  ticket  price 

$38 

$32 

$35 

$9 

Game  attendance 

18.5  million 

20.5  million 

18.7  million 

60  million 

Merchandise  revenue 

$1  billion 

$3  billion 

$3  billion 

$2.4  billion 

Broadcast  revenue 

$85  million 

$366  million 

$1.1  billion 

$2  billion 

Average  player  salary 

$892,000 

$2.1  million 

$765,000 

$1.1  million 

All  data  for  1995-96  season.  Sources:  Team  Marketing  Report;  league  reports. 

Hockey  attracts  good  crowds  at  relatively  high  ticket  prices, 
but  it  lags  badly  in  broadcast  revenues. 


Anaheim  ice. 

Disney  won't  have  the  Los  Ange- 
les market  to  itself  Real  estate  devel- 
oper Edward  P.  Roski  and  oil  and 
transport  tycoon  Philip  Anschutz, 
the  new  owners  of  the  Los  Angeles 
Kings,  recently  persuaded  the  city  to 
commit  to  help  build  a  $175  million 
to  $200  million  downtown  arena. 
They  plan  an  adjoining  entertain- 
ment complex  anci  hotel,  and  figure 


the  whole  deal  will  potentially  total 
more  than  $1  billion.  They,  too, 
understand  that  hockey  can't  get  by 
on  ticket  sales  alone. 

By  contrast,  John  McMuUen, 
owner  of  die  1995  Stanley  Cup  cham- 
pion New  Jersey  Devils,  is  saddled 
with  an  unfavorable  lease  at  the  Con- 
tinental Airlines  Arena.  Says  he:  "If  1 
don't  make  the  playoffs,  1  can  only 
hope  to  break  even  [this  year]."  H 
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The  education 
of  Ward  Conneirly 


BY  DINESH  D'SOUZA 


Dinesh  D'Souza 
is  a  John  M.  Olin 
scholar  at  the 
American  Enterprise 
Institute  in 
Washington,  D.C. 
and  the  author  of 
The  End  of  Racism 
(Free  Press). 


Suddenly  the  campaign  for  color  blindness 
has  come  back  to  life.  This  struggle  against 
so-called  affirmative  action  suffered  several 
defeats.  Invertebrates  in  the  Republican  Con- 
gress placed  on  indefinite  hold  Representative 
Charles  Cannady's  bill  to  oudaw  racial  prefer- 
ences in  federal  programs.  California  district 
judge  Thelton  Henderson  issued  an  injunc- 
tion preventing  the  enforcement  of  Proposi- 
tion 209,  the  California  Civil  Rights  Initiative. 

But  now  a  three-judge  appeals  court  panel 
in  California  has  unanimously  lifted  Judge 
Henderson's  injunction.  The  appellate  court 
decided  the  U.S.  Constitution  offers  no 
grounds  for  a  judge  to  invalidate  the  free 
choice  of  California  voters  who  voted  for 
Prop.  209. 

Race  and  gender  preferences  and  quotas  are 
now  illegal  in  California  public  education, 
state  hiring  and  government  contracting.  (Pri- 
vate-sector affirmative  action  is  not  affected.) 
And  already  lawmakers  in  Washington  State, 
Florida,  Oregon  and  Colorado  have 
announced  that  they  are  collecting  signatures 
to  place  the  issue  of  racial  preferences  before 
the  voters  in  1998. 

The  battle  now  shifts  to  the  U.S.  Supreme 
Court,  but  the  appellate  ruling  has  brought 
new  energy  and  determination  to  African- 
American  businessman  Ward  Connerly,  the 
man  who  spearheaded  Prop.  209  to  victory  at 
the  ballot  box  last  November. 

For  dissenting  against 
prevailing  civil  rights 
orthodoxy,  Connerly  has 
heen  denounced  as  a  traitor 
to  his  race. 


All  believers  in  color-blind  justice  owe  a 
vote  of  thanks  to  Ward  Connerly.  He  suffered 
greatly  for  making  the  mistake  of  thinking 
that  one  could  have  a  civil  debate  on  some- 
thing as  important  as  affirmative  action.  For 
dissenting  against  prevailing  civil  rights  ortho- 
doxy, Connerly  has  been  denounced  as  a  trai- 


tor to  his  race.  Jesse  Jackson  called  Connerly  a 
"house  slave."  He  received  numerous  death 
threats  and  has  required  police  protection. 

Turning  Voltaire  on  his  ear,  the  quota 
crowd  disagreed  with  what  Connerly  said  and 
would  fight  to  the  death  to  keep  him  from 
saying  it. 

Born  in  1939  into  a  poor  family  in 
Louisiana,  Connerly  overcame  the  obstacles  of 
prejudice  and  discrimination  and  established  a 
successful  career  as  a  business  consultant  in 
California. 

Politically,  Connerly  became  a  moderate 
Republican,  conservative  on  economic  issues, 
liberal  on  social  issues.  When  Gov'ernor  Pete 
Wilson  appointed  him  to  the  University  of 
California  Board  of  Regents,  Connerly  was 
surprised  to  discover  the  real  nature  of  racial 
preferences  in  the  U.C.  system.  "I  used  to 
believe  affirmative  action  involved  widening 
the  pool  of  applicants  so  that  the  best  person 
could  be  selected.  What  I  found  is  that  these 
programs  amount  to  pure  racial  nepotism — 
the  functional  equivalent  of  quotas." 

Connerly  led  the  regents  in  an  unprece- 
dented vote  to  end  preferential  admissions  in 
the  publicly  fijnded  California  universit)' 
system.  Connerly's  eloquence  in  making  the 
argument  for  color  blindness  propelled  him  to 
statewide  leadership  of  Prop.  209. 

Despite  the  name-calling  by  those  who 
wanted  to  preserve  quota  privileges,  and 
despite  their  huge  war  chest.  Prop.  209  pre- 
vailed by  a  vote  of  54%  to  46%.  "We  thought 
the  game  was  over,"  Connerly  says,  "but  for 
our  opponents,  it  was  halftime." 

Connerly  still  fiimes  about  a  newspaper  car- 
toon which  depicted  him  as  a  church-burner 
in  a  Ku  Klux  Klan  robe,  with  the  accompany- 
ing caption:  "Connerly  and  Company,  Ethnic 
Cleansers." 

Connerly  isn't  quitting.  Recentiy  he  found- 
ed the  American  Civil  Rights  Institute,  to  pro- 
mote ballot  referenda  on  affirmative  action  in 
some  20  other  states,  and  to  seek  legislation 
on  the  national  and  the  local  level  to  secure 
equalit)'  of  rights  under  the  law  for  all  citizens. 

"My  anger  has  given  me  the  courage  to  stay 
in  the  arena,"  Connerly  says.  "This  is  a  strug- 
gle over  the  meaning  of  what  it  means  to  be 
an  American."  H 
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lay  is  the  month  when  many 
Americans  fee!  they  can  breathe  a  sigh  of 
relief.  "April  is  the  cruelest  month,"  wrote 
poet  IS.  Eliot,  and  because  it  is  the  month 
when  most  Americans  sit  down  and  do  an 
annual  reckoning  of  what  they  owe  Uncle 
Sam,  April  can  seem  cruel.  May,  however, 
is  another  story.  You've  written  the  check 
to  the  U.S.  government,  and  perhaps  you 
feel  that  it's  fine  to  sit  back  and  forget 
about  your  finances  for  a  short  time. 


The  month  of  May  offers  you  a 
wonderful  opportunity  to  assess  your 
entire  financial  picture  using  your  tax 
return  as  an  important  financial  planning 
tool.  Because  reviewing  your  return  can 
help  analyze  both  your  cash  flow  and 
investment  strategies,  your  tax  return  is 
one  of  the  first  documents  you  will  use 
and  that  a  financial  adviser  asks  to  see. 
This  makes  the  weeks  after  tax  time  the 
perfect  time  to  sit  down  either  by  yourself 


or  with  a  financial  adviser  to  fine-tune 
your  overall  fiscal  strategy.  Whether 
you  strategize  with  the  help  of  outside 
guidance  or  do  it  on  your  own  depends  on 
your  needs  and  how  complicated  they  are. 

"An  adviser's  job  is  to  comprehend  a 
wide  variety  of  financial  planning  issues," 
says  Jan  Holman,  director  of  investment 
and  variable  asset  sales  support  for 
American  Express  Financial  Advisors. 
"There  is  a  plethora  of  financial  service 
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information  out  there  today,  and  some- 
times too  much  information  can  be  as  dan- 
gerous as  too  little.  An  adviser  provides 
the  expertise  that  individual  investors 
often  don't  have  the  time  or  inclination  to 
acquire  and  can  talk  to  investors  about 
the  appropriate  strategies  for  their  situa- 
tion. When  you  hire  a  financial  adviser, 
you're  hiring  direction.  The  correct  direc- 
tion may  mean  the  difference  between 
whether  or  not  you  achieve  your  goals. 
That  difference  is  crucial." 

American  Express  Financial  Advisors 
believe  that  all  the  areas  of  a  solid  finan- 
cial plan  should  work  together,  says 
Holman.  To  create  a  detailed  financial  plan 
tailored  to  your  needs,  you  need  to  exam- 
ine some  key  areas  of  financial  planning. 
Focal  points  include  your  current  financial 
position,  investment  planning,  income  tax 
planning,  risk  protection  planning,  retire- 
ment planning  and,  finally,  estate  planning. 
Concentrating  on  these  issues  will  help 
you  refine  the  financial  planning  process. 

"The  approach  you  have  to  take  with 
any  goal  is  to  determine  what  resources 
you  have  to  put  toward  that  goal,  and  then 
to  determine  not  only  what  you  need  to  do 
to  invest  on  a  regular  basis  but  also  what 
return  you  need  to  achieve  this  goal. 
Whether  it's  saving  for  a  home,  your  chil- 
dren's education  or  retirement,  the 
process  is  the  same;"  says  Holman. 


Your  Current  Financial  Position 


Calculating  your  net  worth,  annual 
income  and  annual  expenses  is  a  task  you 
can  accomplish  every  year  before  you  file 
your  tax  return.  Your  financial  priorities 
and  goals  change  over  time,  however,  as 
you  reach  one  goal  and  move  on  to  the  next. 
Factors  like  approaching  retirement  or 
unexpected  life-altering  events  affect  your 
current  strategies.  It  is  critical,  therefore, 
to  develop  a  financial  plan  that  allows  you 
to  adjust  and  adapt  to  these  changes. 
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Successful  investors 

acknowledge  the 
presence  and  power 
of  emotion  and  try  to 
understand  their  own 
investing  psychology. 

How  well  do  you 
understand  your  own? 

Can  you  avoid 
irrational  exuberance 
during  an  upturn  as 
well  as  panic  during 
a  sharp  downturn 
in  stocks? 


Analyzing  your  current  financial  posi- 
tion helps  you  take  into  account  any 
changes,  large  or  small,  that  may  have 
occurred  over  the  past  year  to  influence 
your  portfolio.  For  instance,  now  is  a  good 
time  to  analyze  your  cash  reserves.  Most 
financial  experts  recommend  keeping 
from  two  to  six  months'  worth  of 
expenses  in  cash  equivalents,  or  relatively 
liquid  investments.  It's  important  to  factor 
in  any  changes  to  make  sure  you  are  still 
on  target.  Take  a  look  at  Schedule  B  of 
your  tax  return,  too.  Consider  the  amount 
of  dividends  and  interest  you  reported  this 
year.  Your  investments  may  be  producing 
income  you  don't  really  need  at  this  time. 
Your  portfolio  may  have  drifted  away  from 
your  original  asset  allocation,  as  well. 

"Now  is  a  good  time  to  reevaluate  the 
composition  of  your  portfolio,"  says 
William  Guilfoyle,  president  of  GT  Global. 
"Many  investors  have  enjoyed  the 
extended  bull  market  in  U.S.  equities. 
Because  of  the  run-up  in  the  market, 
many  individual  investors  may  find  a 
much  different  asset  allocation  in  certain 
segments  of  their  portfolio  than  the  one 
they  started  with."  Guilfoyle  believes  this 
is  an  appropriate  time  to  think  about 
changing  your  asset  allocation  mix,  in 
particular  considering  strategies  that 
include  exposure  to  global  markets,  many 
of  which  are  not  at  an  all-time  high  today 
and  thus  may  represent  good  value. 

Before  you  do  anything  else,  Guilfoyle 
recommends  consulting  a  financial 
adviser.  "The  experience  and  skills  of  a 
trained  professional  can  significantly  add 
value  to  your  long-term  investment 
results-,"  he  says.  Guilfoyle  believes  that 
1    the  right  strategy  will  make  a  significant 
:    difference,  especially  if  your  time  horizon 
is  a  long  one.  "This  market  cycle  has  made 
it  very  easy  for  many  investors  to  enjoy 
positive  returns,"  he  says.  "But  cycles 
change.  As  the  market  becomes  more 
volatile,  it  will  become  increasingly  diffi- 
cult to  achieve  the  same  kind  of  results 


Proof  that 
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Janus 
Worldwide 
Fund 

One  Year  26.4096 
Three  Year  16.879o 
Five  Year  17.459o 
Life  of  Fund  (s/n)  19.8696 

Average  Annual  Total  Returns  for  Periods  Ended  Dec.  31, 1996 

Janus 
Overseas 
Fund 

One  Year  28.8396 
Three  Year  N/A 
Five  Year  N/A 
Life  of  Fund  (sm  18.7296 

How  do  global  funds  pick  their  stocks?  By  hemi- 
sphere? Continent?  Cuisine? 

Janus  Worldwide  Fund  and  Janus  Overseas  Fund 
don't  invest  by  region,  country  or  sector. They  invest 
in  companies.  Researched  and  analyzed  one  by  one, 
same  as  the  stocks  in  every  Janus  fund. 

What  pays  off  at  home  pays  off  abroad:  Upper 
ranks  Janus  Worldwide  Fund  (comprised  of  U.S.  and  foreign  stocks)  *1 
out  of  38  global  funds  for  5-year  performance,  and  Janus  Overseas  Fund 
(mostly  foreign  stocks)  *3  out  of  331  international  funds  for  performance 
over  the  last  year  (both  periods  ended  December  31, 1996). 
As  we  say  here  in  Denver,  bon  appetit. 


Average  Annual  Total  Returns  for  Periods  Ended  Dec.  31, 1996 


Call  1-800-525-8983  ext.  466 


or  send  for  a  prospectus  containing  more  complete  information, 
including  expenses  and  special  risks  associated  with  foreign  investing  such  as  currency  fluctuations  and  political 
uncertainty.  Please  read  all  the  materials  carefully  before  you  invest  or  send  money.  Write  to  Janus,  RO.  Box  173375, 
Denver,  CO  80217-3375.  Or  visit  our  Web  site  at  http://www.JanusFunds.com. 


Lipper  Analytical  Services,  Inc.  rankings  and  fund  performance  figures  are  based  on 
total  return,  including  reinvestment  of  dividends  and  capital  gains  for  the  stated  period. 
Lipper  ranked  Janus  Worldwide  Fund  *8  out  of  162  global  funds  for  tfie  one-year  period 
ended  12/31/96.  Past  performance  does  not  guarantee  future  results.  Your  return  and 
principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at  redemption  than  at 
purchase.  Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


JANUS 
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Get  there. 


AIIMM^II  I 


without  a  well-thought-through  strategy." 

How  you  choose  someone  who  can 
help  you  articulate  and  realize  your  finan- 
cial plan  is  a  very  individual  process. 
"There  are  a  whole  range  of  important 
considerations  to  take  into  account,"  says 
Guilfoyle.  "Chemistry  is  very  important. 
You  need  to  find  someone  you  feel  com- 
fortable with  who  also  understands  your 
objectives.  For  an  adviser  to  be  effective 
in  helping  you  to  achieve  your  goals,  strong 
communication  is  essential. 

"Once  you've  decided  that  you  will 
benefit  from  the  advice  of  a  financial 
adviser,"  Gulfoyle  explains,  "there  are  a 
number  of  ways  you  can  pay  for  that  advice." 
One  consideration  may  be  how  the  adviser 
is  compensated:  fee-only,  commission- 
only  or  fee-based  are  the  primary  choices. 
Some  advisers  may  charge  a  percentage 
based  on  assets  under  management. 
"It's  important  to  remember,"  he  adds, 
"that  the  way  you  choose  to  pay  for  advice 
in  no  way  limits  the  number  of  investment 
options  that  are  available  to  you." 


Investment  Planniny 


Once  you've  determined  your  current 


financial  position,  experts  advise  focusing 
on  your  strategies  to  accumulate  wealth 
and  realize  your  long-term  financial  goals 
by  examining  your  fixed  and  equity  invest- 
ment vehicles,  your  cash  assets  and  home 
ownership.  Again,  it's  important  to  con- 
sider whether  your  investments  are  appro- 
priately diversified. 

"There  is  a  tendency  for  investors  to 
make  choices  at  the  individual  fund  level, 
instead  of  standing  back  and  asking  what's 
important  about  asset  classes,"  says 
Michael  G.  Odium,  principal  at  the 
Vanguard  Group  in  charge  of  Vanguard's 
Personal  Advisory  Service.  "1  believe  that 
once  you've  established  an  appropriate 
asset  mix,  the  rest  of  the  decisions  — 
like  which  market  sectors  and  individual 
securities  you  should  buy  —  become  less 
important  for  a  long-term  investment 
program." 

Odium  cites  studies  that  show  that 
more  than  90%  of  your  return  over  an 
extended  period  is  due  to  your  asset  class 
selection,  instead  of  any  other  kind  of 
strategy  like  market  timing  or  buying 
individual  securities.  "This  view  is  part  of 
Vanguard's  basic  approach  and  philoso- 
phy," says  Odium.  "We  feel  that  if  you  get 
the  asset  class  decision  right,  you're  on 


your  way  If  you  get  that  wrong,  and  still 
get  everything  else  right,  you  haven't  done 
yourself  much  of  a  favor." 

One  method  to  choosing  the  appropri- 
ate strategic  allocation.  Odium  says,  is  to 
define  your  risk  boundaries.  "We  try  to 
help  our  investors  to  focus  not  only  on  I 
downside  risk  but  also  on  inflation  risk," 
he  says.  "When  the  stock  market  falls,  the 
impact  is  right  up  front  and  visible.  But  it's 
harder  to  visualize  the  longer-term  risks, 
because  their  impact  is  way  off  in  the 
future.  So  we  spend  a  lot  of  time  with  our 
investors  talking  about  financial  risk,  as 
well.  There  is  always  the  risk  that  inflation 
as  well  as  a  bear  market  might  eat  away  at 
retirement  funds  and  dramatically  affect 
their  spending  power.  We  try  to  forecast 
what  returns  might  look  like  under  various 
market  scenarios,  using  actual  and  histori- 
cal time  paths.  After  plugging  in  asset  allo- 
cations, tax  status,  cash  flow,  income  and 
expenses,  and  factoring  in  inflation  and 
time  horizons,  we  graph  scenarios  that 
show  returns  in  bull,  bear  and  average 
market  conditions." 

Once  an  investor  factors  in  these 
considerations  and  defines  his  or  her  risk 
tolerance.  Odium  believes  that  the  correct 
asset  allocation  choice  should  help  offset 
both  downside  and  inflation  risk.  "Looking 
at  the  facts  graphically  is  like  sticker 
shock,"  he  says.  "We  find  that  helping  an 
individual  work  through  this  exercise 
forces  the  issue.  It  allows  the  investor  to 
frame  what  his  or  her  true  risk  tolerance 
is.  Investors  may  say  '1  don't  like  it,  but  I 
can  live  with  it.  I'm  still  willing  to  take  that 
risk  and  go  forward.'" 

It  is  obvious  that  investors  need  to 
balance  the  need  for  long-term  growth 
with  the  understandable  desire  to  limit 
the  risk  of  losses.  A  recent  bulletin  by 
Vanguard  emphasized  five  precepts  used 
by  many  successful  investors  to  help  ride 
out  market  volatility:  Know  yourself,  main- 
tain your  balance,  be  patient,  tune  out 
market  noise  and  take  your  time. 


Top  Two- Year  and  Subsequent  Five- Year 
Returns  for  the  S&P  500 


Two- Year  Compound  Subsequent  Five- Year 

Period  Annual  Return         Compound  Annual  Return 


(includes  reinvested 
dividends) 

(includes  reinvested 
dividends) 

1954-55 

41.7% 

8.9%  (1956-60) 

1935-36 

40.6 

-7.5  (1937-41) 

-  1927-28 

40.5 

-11.2  (1929-33) 

1975-76 

30.4 

8.1  (1975-81) 

1995-96 

30.1 

Source;  Ibbotson  Associates,  Chicago,  www.ibbotson.com 


Booming  exports.  Rising  incomes.  A  market  approaching  one  billion  consumers.  No  wonder  many 
experts  expect  Asia's  economies  to  outperform  all  others  in  the  new  millennium.  With  offices  in 
Tokyo,  Hong  Kong,  Singapore  and  Sydney,  GT  Global  sees  firsthand  the  opportunities  created  by  Asia's 
rapid  growth.  Opportunities  reflected  in  a  variety  of  our  mutual  funds.  Like  our  GT  Global  New 
Pacific  Growth  Fund.  The  GT  Global  Japan  Growth  Fund.  And  globally-diversified  funds  such  as  the 
GT  Global  Emerging  Markets  Fund  and  GT  Global  Theme  Funds. 

To  open  the  door  to  opportunity  in  Asia,  ask  your  financial  adviser  about  GT  Global  Mutual 
Funds.  Or  call  us  at  1-800-824-1580. 


GT  Global 

A  Member  of  Liechtenstein  Global  Trust 
A  WORLD  OF  OPPORTUNITY 

You  will  receive  a  prospectus  for  the  6T  Global  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging 
market  investing,  including  political  and  currency  risk.  Read  the  Prospectus  carefully  before  investing.  GT  Global,  Inc.,  Dist.,  50  California  Street,  San  Francisco,  CA  941 1 1 . 
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The  bottom  line: 
Base  your  investment 

strategy  on  your 
individual  objectives, 

time  horizon,  risk 
tolerance  and  financial 
circumstances,  not  on 
market  fluctuations 
or  the  predictions  of 

market  analysts. 


How  Well  Do  You  Sleep  al  Wit? 

Fundamentals  such  as  dividends, 
corporate  earnings  and  interest  rates  on 
competing  investments  determine  stock 
prices  over  the  long  haul.  Emotion,  how- 
ever, has  a  definite  effect  as  v^'ell  and  can 
rule  the  market  for  periods  lasting  several 
years.  Successful  investors  acknov^fledge 
the  presence  and  power  of  emotion  and 
try  to  understand  their  own  investing  psy- 
chology. How  well  do  you  understand  your 
own?  It  is  helpful  to  realize  that  large 
returns,  as  in  1995  and  1996,  may  lead 
to  what  Federal  Reserve  Chairman  Alan 
Greenspan  described  last  year  as 
"irrational  exuberance."  Can  you  avoid 
irrational  exuberance  during  an  upturn  as 
well  as  panic  during  a  sharp  downturn  in 
stocks?  The  ever-volatile  financial  markets 
often  take  back  a  portion  of  the  gains  you 
realize  when  prices  are  high. 

"No  one  can  time  the  market,"  says 


Edward  Cohen,  national  investment  sales 
manager  for  Cigna  Financial  Advisors'  inc., 
a  division  of  Cigna  Corporation.  "But  we 
do  know  that  when  you  extend  your  time 
horizon,  you  significantly  improve  your 
chances  to  make  money."  Cohen  agrees 
that  it  is  critically  important  to  know  how 
much  risk  you  are  willing  to  assume. 
"Consider  the  market  volatility  of  the 
1970s.  From  1973  to  1974,  as  measured 
by  the  S&P  500,  we  experienced  market 
declines  of  up  to  40%.  Ask  yourself  how 
you  would  respond  to  declines  of  this 
nature  if  you  had  a  million-dollar  portfolio 
entirely  invested  in  equities." 

Volatility  is  a  two-way  street,  stresses 
Cohen.  "The  financial  markets  have  been 
very  kind  to  investors  over  the  course  of 
the  last  few  years.  As  a  result,  we've  seen 
individuals  increasing  the  level  of  risk 
they've  been  willing  to  assume.  That 


change  is  certainly  acceptable  if  an 
investor  has  experienced  a  fundamental 
outlook  change  and  is  truly  willing  to 
accept  more  risk.  However,  if  current  mar 
ket  conditions  are  the  only  reason  an 
investor  changes  his  or  her  risk  tolerance 
1  don't  consider  it  wise.  When  the  market 
suffers  a  downturn,  these  investors  will 
probably  be  disappointed.  The  stock  mar- 
ket in  general  is  the  place  to  be  a  longer- 
term  investor." 


Wear  [arplups  

Tuning  out  market  noise  is  a  very 
important  precept  for  weathering  market 
storms,  in  rZ/e  Warren  Buffet  Way: 
Investment  Strategies  of  the  World's 
Greatest  Investor,  author  Robert  G. 
Hagstrom  describes  Warren  Buffet's 
investment  philosophy  He  says  that  most 
investors  see  only  a  stock  price  when  they 
invest,  as  opposed  to  a  business.  Buffett 
believes  that  most  investors  waste  too 
much  time  and  effort  watching,  predicting 
and  anticipating  price  changes  and  not 
enough  time  trying  to  understand  the  busi- 
nesses they  have  chosen  to  invest  in. 

Of  course  this  is  difficult,  if  not  impos- 
sible, to  do  when  you  own  shares  in  a 
mutual  fund  that  covers  many  separate 
businesses.  But  Buffet's  hands-off 
approach  may  help  investors  realize  that 
their  own  approach  should  be  weighted 
more  toward  business  than  emotion.  The 
bottom  line:  Base  your  investment  strategy' 
on  your  individual  objectives,  time  horizon, 
risk  tolerance  and  financial  circumstances, 
not  Oil  market  fluctuations  or  the  predic- 
tions of  market  analysts. 


Maintain  Peace  of  Mind 


Choosing  the  right  balance  of  stocks, 
bonds  and  short-term  reserves  involves 
weighing  the  risk  characteristics  of  differ- 


Various  Portfolio  Returns 

(1926-1996) 


Portfolio 

20% 

40% 

% 

40%  1^^^ 

^^^^^^^^^^^^^^^^  j| 

Weightings 

40% 

60% 

80% 

Compound  annual  return' 

7.6% 

8.9% 

9.9% 

10.7°/^ 

Worst  quarterly  loss 

-15.0% 

-22.1% 

-30.1% 

-37.7% 

Worst  annual  loss 

-19.8% 

-28.5% 

-36.1% 

-43.3% 

Years  with  loss 

13/71 

16/71 

19/71 

20/71 

Cash=U.S.  30-Day 
Treasury  Bills 


Bonds=U.S.  Long- 
Term  Government 
Bonds  (20-year  maturity) 


■  Stocks=S&P  500 


•Includes  reinvested  dividends.  Source:  Ibbolson  Associates,  Chicago,  wvra.ibbotson.com 


ent  asset  mixes  against  the  returns  you 
desire  from  your  portfolio.  Investors  may 
liave  several  different  time  horizons  for 
Investing,  each  with  its  own  risk/return 
ratio  as  well.  "A  time  horizon  of  less  than 
five  years  typically  lends  itself  to  shorter- 
term  instruments,"  says  Cohen,  "which 
may  include  money-market  funds,  short- 
to  intermediate-term  bond  funds,  bank 
accounts  and  Treasury  bills.  Once  you 
have  a  time  horizon  of  five  to  seven  years 
or  more,  you  may  begin  to  consider 
equities  as  part  of  a  diversified  portfolio." 

Short-  and  intermediate-term 
reserves  offer  a  certain  comfort  level  and 
at  the  same  time  provide  liquidity  for 
emergencies  or  payments  you  may  want 
to  make  soon,  like  college  tuition  or  the 
earnest  money  on  a  vacation  home. 
Depending  on  their  quality  and  maturity 
characteristics,  bonds  offer  various  levels 
of  yield  and  principal  stability. 

"One  reason  that  even  aggressive 
investors  should  hold  some  bonds  and 
short-term  reserves  is  to  help  weather 
market  downturns  without  selling  stocks 
at  depressed  prices,"  says  Sandy 
Rufenachl,  executive  vice  president  and 
portfolio  manager  of  Janus  Short-Term 
Bond  Fund  and  co-portfolio  manager  of 
Janus  Flexible  Income  Fund  and  Janus 
High  Yield  Fund.  "I  pursue  two  strategic 
disciplines  in  managing  fixed-income  port- 
folios," he  says.  "I  pay  careful  attention  to 
the  interest  rate  environment  and  I  do 
intensive  credit  analysis,  using  fundamen- 
tal research  in  the  Janus  tradition." 

Rufenacht's  objectives  are  to  provide 
competitive  yields  and  manage  interest 
rate  risk.  Like  Warren  Buffett,  Rufenacht 
believes  in  applying  a  "hard-nosed, 
detailed  research,  'nuts  and  bolts' 
approach  when  analyzing  a  company's 
financial  condition."  He  focuses  on  a 
prospective  company's  competitive  posi- 
tion, the  attractiveness  of  its  goods  and 
services,  and  management's  stake  in  and 
dedication  to  the  business. 


"Right  now,"  he  says,  "I  think  an  area 
to  avoid  is  the  wireless  communication 
sector.  The  junk  bond  market  went  crazy 
financing  wireless  communications  and 
the  competition  is  heating  up  dramatically, 
so  I'm  staying  shy.  I  like  companies  with 
real  assets  that  you  can  touch  and  feel 
and  visit.  One  of  the  categories  we  like 
is  supermarkets.  The  supermarket 
industry  has  been  around  forever,  and 
right  now  there  are  a  lot  of  mergers 
occurring.  Overall  the  industry  for  bonds 
is  positive  in  the  supermarket  category. 
We're  also  cautiously  optimistic  about 
the  casino  industry." 

As  your  time  horizons  grow  shorter, 
Rufenacht  believes  that  high-yield  bonds 
become  an  important  consideration.  "On  a 
risk-adjusted  basis,  high-yield  bonds  offer 
the  best  risk/reward  characteristics  of  all 
asset  categories,"  he  says.  As  baby 
boomers  move  toward  retirement,  they 
need  to  think  about  shifting  more  of  their 
assets  from  equities  to  fixed-income  vehi- 
cles. "The  crossover  point  is  high-yield 
bonds,"  Rufenacht  says.  "High-yield  bonds 
are  a  good  transition.  They  pay  a  much 
higher  return  than  the  Treasury  market." 

Again,  all  investors  must  carefully  con- 
sider the  price  and  income  volatility  asso- 


ciated with  different  bond  maturities  when 
building  their  portfolio.  "You  should 
choose  an  asset  mix  based  on  an  assess- 
ment of  the  risks  you  can  endure  and  the  i 
returns  you  hope  to  receive,"  says 
American  Express'  Holman. 


Patience  Is  a  Virtue  in  Botli 
Bull  and  Bear  Market 


As  Cigna's  Cohen  suggests,  the  time  to 
invest  in  equities  is  when  your  time  hori- 
zon is  longer  than  five  years.  "If  you  know 
you  have  to  write  a  check  to  a  university  in 
one  or  two  years,"  he  says,  "you  should  be 
taking  lower  risk  with  some  of  your  portfo- 
lio. Forty-year-olds  who  are  planning  for 
retirement  at  60,  on  the  other  hand,  may 
have  investment  horizons  of  20  years. 
Clearly  there  will  be  some  changes  in  the 
underlying  structure  of  their  portfolios  as 
they  move  from  growth  to  income,  but 
because  their  time  frames  will  be  20  years, 
they  will  need  to  include  assets  that  will 
help  to  offset  the  effects  of  inflation." 

Most  experts  agree  that  the  longer  you 
can  hold  common  stocks,  the  less  likely 
you  will  be  to  receive  negative  returns. 


Do  You  Have  A 
Question  About  Retirement 

Investing? 

Vanguard's 
Retirement  Resource  Center 
Has  Tlie  Answer. 

Vanguard,  the  nation's  largest  pure  no-load  mutual 
fund  family  is  dedicated  to  helping  investors  find  answers  to 
all  the  complicated  questions  about  IRAs,  tax  laws,  rollovers 
from  401  (k)  plans,  mutual  funds  and  much  more. 

Our  team  of  professionals  can  also  send  you  information 
kits  and  brochures  and  refer  you  to  other  sources  of  help 
and  information. 

The  Retirement  Resource  Center  is  open  weekdays 
from  8  a.m.  to  6  p.m. 

For  answers  to  your  retirement  questions  or  to  request 
an  information  kit 

Call  1-800-716-4084 

Or  visit  our  Retirement  Resource  Center  online  at  www.vanguard.com 

TH^^msuardGROUB 

Funds  are  offered  by  prospectus  only,  which  contains  more  complete  information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Please  read  it  carefully  before  investing  or  sending  money. 
©1997  Vanguard  Marketing  Corp.,  Distributor 


Expecting  a  reasonable  rate  of  return 
means  not  only  that  you'll  be  less  likely  to 
stumble  by  overreaching  and  putting  too 
much  of  your  portfolio  in  a  trendy  fund 
or  asset  class,  but  also  that  you'll  find 
it  easier  to  withstand  the  temptation  to 
sell  when  prices  are  down  and  investors 
are  moping. 

Once  you've  decided  the  proper  asset 
allocation  strategy,  the  next  step  is  to 
decide  which  equities  or  funds  are  the 
best  ones  for  you  to  buy  Investment 
periodicals  like  Standard  &  Poor's  stock 
reports,  the  Value  Line  Investment  Survey 
and  Morningstar  Mutual  Funds  newslet- 
ters are  all  valuable  resources.  On-line 
services  are  expanding  daily,  and  you  can 


access  most  firms'  Web  pages  through 
the  Internet.- It  is  often  difficult,  however, 
to  sift  through  all  the  information 
that  is  available. 

"One  way  for  an  investor  to  better 
ensure  that  he  or  she  has  mutual  funds 
that  are  going  to  deliver  according  to  their 
asset  allocation  plan  is  to  create  a  portfo- 
lio that  is  a  mixture  of  both  index  and 
actively  managed  funds,"  says  Bill  Klipp, 
president  and  chief  operating  officer  of 
Charles  Schwab  Investment  Management. 
"At  Charles  Schwab,  we  think  it  is  more 
important  for  investors  to  choose  funds 
because  they  deliver  the  style  and  risk  and 
return  profile  of  a  particular  asset  class 
vis-a-vis  choosing  a  specific  fund  manager, 


who,  while  he  or  she  may  have  a  good 
track  record,  drifts  in  and  out  of  different 
styles  and/or  markets." 

Klipp  believes  that  investors  should 
assemble  a  portfolio  that  has  a  portion  of 
index  funds  representing  different  asset 
classes,  mixed  with  some  actively  man-  | 
aged  funds  to  get  some  returns  above  and 
beyond  the  index.  "We  call  this  'core  and 
sprinkles,'"  he  says.  "Frankly,  investing 
just  in  index  funds  can  be  boring,  although 
history  has  shown  indexing  to  be  a  winning 
long-term  strategy  Looking  for  a  fund  that 
m\\  hit  a  grand  slam  is  an  elusive  goal.  The 
fund  that  hit  the  grand  slam  last  year  won't 
be  the  one  that  hits  this  year.  Trying  to 
chase  winners  is  not  only  time  consuming, 
it  creates  taxable  events  and  other  types 
of  trading  costs  for  the  individual.  You  may 
not  have  the  hot  fund  to  talk  about  at  the 
next  cocktail  party,  but  with  our  core  index 
fund  approach,  you  will  have  a  reasonable 
assurance  that  your  portfolio  is  at  the  min- 
imum going  to  bring  you  the  market  return 
and,  by  sprinkling  in  some  actively  man- 
aged funds,  you  have  the  potential  of  a 
better-than-average  return.  We  call  this 
strategy  winning  by  not  losing." 


Dollar-Cost-Averaflinfl 


The  strategy  of  doilar-cost-averaging 
allows  you  to  take  advantage  of  the  ups 
and  downs  of  financial  markets,  rather 
than  having  these  fluctuations  take  advan- 
tage of  you.  This  means  that  if  you  have  a 
large  sum  of  money  to  invest,  you  don't 
need  to  do  so  all  at  once.  This  strategy 
holds  true  for  selling  as  well,  say  experts. 
If  you  decide  to  sell  part  of  your  holdings, 
consider  redeeming  shares  gradually 
through  a  regular  series  of  transactions. 

It's  important,  however,  to  avoid 
abrupt  changes  in  your  strategic  asset 
allocations.  The  mainstay  of  any  investing 
strategy  should  be  the  asset  allocation 
models  you've  structured  to  set  the  ideal 


Tnis  may  Le  one  of  America  s  Lest  places  to  retire, 


Tliis  may  Le  one  of  America  s  Lest  ways  to  plan  for  it. 


Tlie  Outer  Banks  stretck  down 
tke  coast  of  Nortk  Carolina  witk 
120  miles  of  Leacli  tkat  some  call 
America  s  Lest.  A  nd  if  you're 
planning  for  retirement,  you  skould 
consider  Tke  BEST  of  AMERICA® 

variakle  annuities. 

Tk  ey  are  annuities  from  tke 
ISktionwide  Life  Insurance  Company 
tkat  allow  you  to  ckoose  from  among 
ten  of  America's  most  recognized 
money  managers,  including  Fidelity,  Neukerger  &  Barman  and 
American  Century  Invesbnents. 


Tke  BEST  of  AMERICA 

annuities  provide  opportunities 
for  tax-deferred  growtk,  quality 
investment  options,  diversification, 
and  professional  fund  management 
to  kelp  you  keep  pace  witk  tke 
ckanging  financial  marketplace. 

To  find  out  more  information 
call  1-800-BEST-481,  or  talk 
to  your  registered  representative 

akout  Tke  BEST  of  AMERICA. 


Tkere's  notking 
to  skining  sea. 


else  like  it,  from  sea    ^  *  *  *  ^ 


AMERICA* 


M  If.  Ttr 


The  BEST  of  AMERICA®  annuities  are  offered  by  Nationwide  Life  Insurance  Company,  a  member  of  tbie  Nationwide  Insurance  Enterprise.  For  more  complete  information  about  Tbe  BEST  of 
AMERICA  annuities,  including  charges  and  expenses,  you  may  obtain  a  prospectus  from  your  registered  representative  or  write  Nationwide  Life  Insurance  Company,  PO.  Box  16609, 
Columbus,  Ohio  43216.  Please  read  the  prospeclus  carefully  before  you  invest  or  send  money  The  general  distnbutor  for  The  BEST  of  AMERICA  annuities  is  Nationwide  Advisory- 
Services,  Inc.  (NAS),  member  NASD,  a  subsidiar)'  of  Nationwide  Life  Insurance.  Nationwide  Life  is  a  subsidiary  of  Nationwide  Corporation,  a  financial  semces  holding  company 
©1997,  Nationwide  Mutual  Life  Insurance  Company  Nationwide  and  The  BEST  of  AMERICA  are  federal  service  marks  of  Nationwide  Mutual  Insurance  Company 
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The  strategy  of 
dollar-cost-aueraging 
allows  you 
to  take  advantage 

of  the  ups  and 
downs  of  financial 

markets,  rather 
than  having  these 
fluctuations  take 
advantage  of  you. 
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mix  based  on  your  income,  age,  risit  foier- 
ance  and  level  of  confidence  in  the  mar- 
ket. "At  Vanguard,"  says  Micfiael  Odium, 
"we  rebalance  no  more  often  than  every 
six  months,  and  only  if  there  is  a  signifi- 
cant move  of  5%  or  more  from  your  target 
asset  allocation.  We  also  factor  in  taxes, 
transaction  costs  and  account  cash  flows 
before  rebalancing." 

An  annual  allocation  checkup  and 
rebalancing,  if  needed,  makes  sense  for 
most  investors.  It's  also  important  to 
remember  that  you  rebalance  your  portfo- 
lio to  maintain  a  risk  profile  that's  consis- 
tent with  your  needs  and  tolerance,  not  to 
maximize  your  potential  return.  You  might 
want  to  pick  New  Year's  Day  or  the  day 
after  you  pay  your  annual  taxes  to  see  how 
closely  your  current  allocation  matches 
your  target  and  if  your  portfolio  has 
drifted  out  of  line,  if  you  feel  the  need  to 
rebalance,  consider  strategies  such  as 
moving  funds  out  of  the  asset  class  that 
exceeds  its  target  into  other  investments, 
adding  funds  to  the  class  that  falls  below 
its  target  percentage  or  directing  divi- 
dends from  the  asset  class  that  exceeds 
its  target  into  the  ones  that  are  below  target. 


Tax  Planning  

Exchanging  or  selling  shares  that  have 
risen  in  value  will  trigger  capital  gains 
taxes.  Though  taxes  shouldn't  be  your  sole 
consideration,  it's  important  to  pay  careful 
attention.  Again,  considering  the  amount 
of  dividend  and  interest  you  reported  on 
Schedule  B  of  your  current  tax  return  may 
be  helpful.  Your  tax  liability  depends  on 
the  amount  of  increase  realized  in  the 
value  of  your  investments,  whether  the 
gains  are  short-term  or  long-term,  and 
your  individual  tax  bracket. 

"Any  wage  earner  knows  the  differ- 
ence between  gross  pay  and  take-home 
pay,"  says  Schwab's  Klipp.  "The  charges 
you  pay  for  mutual  fund  expenses  are  also 


visible.  Less  visible  are  those  expenses 
associated  with  taxes."  Tax-efficient 
investing,  stresses  Klipp,  is  managing  a 
mutual  fund  with  an  eye  towards  the 
ultimate  return  —  the  aftertax  return. 
"A  typical  high-net-worth  individual  may 
consider  the  cost  basis  of  their  stock 
portfolio  annually  and  do  a  lot  of  tax 
planning  when  buying  and  selling.  An 
investor  should  buy  mutual  funds  with 
a  similarly  careful  eye  towards  the  timing 
of  gains  and  losses." 

There  are  many  techniques  to 
minimizing  taxes  when  fine-tuning  your 
personal  financial  strategies.  And  since 
a  change  in  law  or  lifestyle  can  seriously 
affect  your  taxes,  this  is  an  area  where 
it  may  be  especially  important  to  work 
with  a  professional  who  has  a  thorough 
understanding  of  both  the  tax  laws  and 
your  individual  tax  situation. 


Protection  Planning  

Disability  insurance,  health  insurance 
and  life  insurance  form  the  basis  for 
proper  protection  against  unforeseen 
events.  Studies  show  that  one  out  of  every 
three  people  is  disabled  for  90  days  or 
more  by  the  age  of  65.  Your  inability  to 
earn  an  income  for  even  a  short  time  does 
not  have  to  derail  your  financial  plans  — 
disability  insurance  provides  surprisingly 
affordable  protection  if  you  are  injured 
and  can't  work. 

The  future  of  health  protection  in  the 
U.S.  is  uncertain,  so  staying  up  to  date 
with  your  health  insurance  options  and 
comparing  costs  is  a  wise  strategy. 
Some  families  may  find  that  buying  a 
major  medical  policy  with  an  annual 
deductible  makes  more  sense  than  a 
more  comprehensive  HMO  policy.  Again, 
this  is  a  very  individual  choice. 

Life  insurance,  crucial  for  any  financial 
plan,  allows  you  to  take  risks  you  other- 
wise could  not  tolerate.  Whether  it's 


Schwab^s  advice  to  investors 


Know  As  Much  As  You  Can, 
Pay  As  Little  As  You  Can. 


What  does  it  take  to  become  a 
successful  investor? 

While  man\'  would  have  you  believe 
that  it's  a  mystifying  process,  wc  at 
Schwab  have  a  different  point  of  view. 

For  best  results, 
the  tried  and  true. 

At  Charles  Schwab,  wc  believe 
investing  is  best  done  when  you're 
guided  by  a  few  basic  principles: 

•  Invest  for  the  long  term  rather 
than  the  quick  gain. 

•  Look  for  value  wherever  you  can 
find  It. 

•Seek  out  balanced,  objective 
information. 

•  Evaluate  carefully  the  advice  of 
organizations  that  have  a  vested 
interest  in  tlie  financial  products 
they  sell  you. 

Investors  who  pay  less 
have  more  to  invest. 

Charles  Schwab  introduced  the 
concept  of  discount  brokerage  20 
years  ago,  and  we're  more  determined 
than  ever  to  make  sure  that  investors 


Charles  R.  SchyMtk 
Committed  to  giving  you  control 
over  your  Jinandal  goals. 


funds  can  offer  attractive  returns 
and  other  benefits,  you  could  start 
off  by  giving 
up  as  much  as 
6%  of  your 
princijial.  Even 
on  b.id  days, 
I  he  Market 
is  rarely  off 
that  much.) 

Why  NOT  BECOME  A 

Schwab  customer  yourself? 

Every  day,  thousands  of  new 
investors  turn  to  Schwab.  Why 
not  join  them?  Wc  think  you  will 
llnd  it  an  altogether  demystifying 
c.  \  peiiencc. 


At  Schxvah,  u'c  helievc 
the  investor  should  think  intently 
and  spend  wisely. 

enjoy  a  cost  advantage. 

So,  for  example,  a  product  like 
Schwab's  Muiu.ii  I  imd  OncSourcc* 
service  offers  over  600  funds  from 
many  of  America's  best-known 
mutual  fund  families.  And  every 
single  one  ol  them  is  free  of  load 
and  transaciion  fees.  (While  load 


An  Invaluable 

Investing 
Sourcebook: 
Yours  Free. 


To  receive  your  free  copy  of 

The  Essential  Investor"  visit  one  of  our 

240  hnuu'lios  n.itionwidc  or  phone: 

1-800-464-6093 


Charles  Schwab 


The  Way  It  Should  Be. 

©1997  Charles  Schwab  &  Co.,  Inc.  All  rights  reserved.  Member  SIPC/NYSE  (5/97).  Schwab  receives  remuneration  from  Mutual  Hund  OneSouicc  companies. 
Schwab's  standard  transaction  fee  will  be  charged  on  each  redemption  of  fund  shares  bought  with  no  transaction  fee  and  held  for  90  days  or  less. 
Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future  should  shm  l-lcrm  trading  become  excessive. 
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Proper  Portfolio  Diversification 
Helps  Reduce  Volatility 

(1980-1996) 
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basic-term  insurance  or  a  tax-advantaged, 
casii-value  plan,  life  insurance  provides 
for  your  family  and  allows  the  financial 
strategy  you've  set  in  place  to  continue. 
Tax-advantaged  insurance  products  offer 
v^ays  to  combine  protection  with  a  wide 
variety  of  investment  choices  where  earn- 
ings grow  tax-deferred. 

Another  type  of  insurance  the  high- 
net-worth  individual  may  want  to  consider 
is  the  personal  umbrella  policy.  "For  a 
surprisingly  affordable  fee,  about  $200  for 
a  two-car  family  with  one  youthful  driver, 
the  umbrella  policy  provides  broader  cov- 
erage than  most  homeowner  and  auto 
policies,"  says  Don  Schricker,  vice  presi- 
dent of  personal  lines  insurance  for 
Cincinnati  Financial.  "Two  hundred  dollars 
buys  you  $1  million  worth  of  umbrella 
policy  which  you  can  increase  in  $1  million 
increments  if  you  feel  the  necessity." 

Combining  the  personal  umbrella  pol- 
icy with  your  homeowner  and  auto  insur- 
ance allows  you  to  handle  conveniently  all 
of  your  personal  insurance  needs. 
"Accidents  resulting  in  serious  injuries 
and  damage  to  property  can  happen  to 
anyone  —  and  often  result  in  massive  law- 
suits," says  Schricker.  A  policyholder  in 
Iowa,  for  example,  was  sued  for  $1.8  mil- 
lion for  starting  a  forest  fire.  He  was  tow- 
ing his  car  behind  a  camper  when  the  car 
had  a  flat  tire.  Sparks  flew  from  the  tire 
rims,  resulting  in  a  fire  that  damaged  many 
acres  of  state  property.  While  this  may 
sound  like  the  basis  for  a  "Seinfeld"  plot, 
the  damages  awarded  are  not  amusing. 
"The  insured  may  have  had  to  use  his 
retirement  nest  egg  to  pay  for  damages," 
says  Schricker. 

Today's  court  judgments  for  cata- 
strophic losses  may  far  exceed  the  limits 
covered  by  your  auto  and  homeowner  poli- 
cies, Schricker  stresses,  and  settlement 
awards  to  injured  parties  can  easily  eat 
away  at  your  investments.  "The  plaintiff's 
attorney  will  look  beyond  the  limits 
imposed  by  your  auto  and  homeowner's 


policies,"  he  says.  "If  you  have  assets  you 
want  to  safeguard,  you  need  to  consider  an 
umbrella  policy  to  help  protect  your  family 
from  serious  financial  loss." 


Retirement  Planning 


Today's  65-year-old  has  an  average 
life  expectancy  of  an  additional  20  years. 
People  are  living  longer,  and  happily  they 
m\\  have  time  for  all  the  leisure  activities 
they  dream  about.  But  living  longer  raises 
other  issues  as  well.  It  means  that  you 
need  to  ask  yourself  two  important  ques- 
tions now:  How  much  money  do  I  really 
need  to  retire  and  how  long  can  I  continue 
in  my  desired  lifestjie  after  1  have  stopped 
working?  The  good  news  is  that  no  matter 
what  your  age,  if  you  do  the  research  and 
have  an  asset  allocation  plan  in  place, 
you'll  find  a  way  to  meet  your  objective. 

Retirement  investment  options 
such  as  employer-funded  pensions  — 
defined  benefit  plans  or  defined  contribu- 
tion plans  —  are  rapidly  being  replaced 
by  salary  deferral  plans  like  401  (k)s, 
403(b)s  and  simplified  employee  pensions 
(SEPs).  Other  retirement  investment 
options  include  IRAs,  annuities,  home 


equity  and  Social  Security. 

The  future  of  Social  Security,  however, 
is  far  from  stable.  "I  think  there  is  a 
general  consensus  among  American 
investors,"  says  Robert  Romasco,  senior 
vice  president  of  marketing  for  American 
Century,  "that  Social  Security  is  not  to  be 
counted  on.  At  a  recent  seminar  1  asked 
the  group  how  many  people  thought  Social 
Security  benefits  were  likely  to  increase. 
No  one  raised  their  hand.  One-third  of 
the  group  thought  payments  would  remain 
the  same;  one-fourth  thought  payments 
would  not  exist;  and  the  rest  thought  that 
payments  would  diminish." 

Regardless  of  the  future  of  Social 
Security,  experts  still  advise  obtaining  your 
earnings  history  every  three  to  five  years 
to  determine  if  your  FICA  contributions 
are  being  recorded  correctly.  Call  the 
Social  Security  Administration  and  ask  for 
a  Personal  Earnings  and  Benefit  Estimate 
Statement.  Doing  this  now  makes  it  easier 
to  correct  any  discrepancies  between  the 
amount  shown  on  your  earnings  history 
(recorded  on  old  tax  and  W-2  forms), 
and  the  amount  you've  paid.  "Our  view 
at  American  Century,"  says  Romasco, 
"is  that  Social  Security  v^dll  be  a  modest 
complement  to  401  (k)s,  IRAs,  the  company 
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pension  plan  and  an  individual's 
own  investments." 

Most  Americans  realize  that  they  are 
not  saving  enough  for  their  retirement, 
says  Romasco,  and  that  there  is  still  a 
huge  gap  betvi'een  what  people  estimate 
they'll  need  and  what  they  will  have.  "You 
have  four  choices,"  he  says.  "You  can  save 
and  invest  more,  work  longer  and  retire 
later,  change  your  lifestyle  or  reach  for 
higher  returns.  A  combination  of  these 
four  strategies  will  give  people  the  finan- 
cial independence  that  they  seek." 

Romasco  believes  that  everybody, 
regardless  of  their  income,  should  examine 
their  spending  habits  when  assessing  their 
financial  well-being.  "One  of  the  choices 
people  have  to  make  is  between  the 
consumption  choices  of  today  versus  the 
investment  returns  for  tomorrow.  This 
helps  you  decide  what  changes,  if  any,  you 
need  to  make.  We're  not  talking  about 
eating  dog  food  and  living  under  a  bridge 
—  we're  talking  about  living  prudently, 
making  choices  around  the  margin." 

Romasco  cites  credit  card  debt  as  one 
opportunity  to  redirect  current  spending 
to  investment  for  future  returns.  "Sixty 
percent  of  all  Americans  carry  credit  card 
balances  and,  to  be  direct,  this  is  not  a 
smart  choice.  The  average  American 
carries  a  credit  card  balance  of  $3,900, 
on  which  many  only  pay  the  monthly  mini- 
mums.  If  you  took  the  monthly  minimum 
of  $100  and  invested  it  for  20  years  at  a 
10%  return,  the  yield  would  be  $72,399. 
This  is  a  choice  you  can  control.  We 
believe  your  objective  should  not  be 
consumer  consumption  but  rather  to 
build  investments  that  will  help  you 
create  financial  independence.  You  need 
to  put  your  money  to  work  for  you." 

Clearly,  individuals  need  to  look  for 
alternatives  to  retirement  funding,  says 
Leslie  Bains,  executive  vice  president  of 
Republic  National  Bank  of  New  York. 
"At  Republic  National  Bank,  we  spend  a 
great  deal  of  time  understanding  our 


client's  investment  objectives,"  she  says. 
"We  believe  that  people  should  educate 
themselves  to  clearly  understand  volatility, 
time  horizons  and  diversification  — 
the  fact  that  market  conditions  affect 
different  asset  classes  in  different 
ways.  Then  we  can  hone  in  on  an  investor's 
true  objective." 

Bains  also  emphasizes  the  importance 
of  asset  allocation.  "Studies  indicate 
that  asset  allocation  is  the  key  determi- 
nant of  overall  portfolio  performance. 
It  is  far  more  important  than  market 
timing,  the  selection  of  individual  securi- 
ties or  other  variables,"  she  says.  "Our 
goal  is  to  structure  a  diversified  portfolio 
that  will  maximize  your  return  at  your 
preferred  risk  level.  We  feel  strongly 
that  by  balancing  your  investments  among 
asset  classes  with  differing  behavior 
characteristics,  we  can  reduce  the  effect 
of  any  one  asset  class  and  increase  the 
consistency  of  returns  overall."  For  exam- 
ple, adding  stocks  to  a  portfolio  composed 
entirely  of  bonds.  Bains  says,  can  actually 
increase  long-term  returns  by  only  4% 
while  only  slightly  increasing  portfolio  risk. 

Bains  also  cites  as  an  example 
combining  small  cap  U.S.  stocks  v^dth 
international  investments.  "Small  cap 
U.S.  stocks  only  correlate  about  40% 
of  the  time  with  international  stocks," 
she  says.  Bains  believes  that  over  a 
20-year  period,  if  you  put  a  blend  of 
those  two  asset  classes  together,  you 
will  increase  your  rate  of  return  and 
lower  your  volatility.  "Combining  two 
relatively  highly  volatile  asset  classes 
can  maintain  your  portfolio's  rate  of 
return  while  reducing  risk,"  she  says. 
Bains  believes  that  once  you've  formed 
an  investment  strategy,  "it's  a  good 
idea  to  go  to  a  reputable  institution  to 
execute  your  plan.  I'm  a  professional, 
and  I  would  never  think  of  doing  it  by 
myself.  You  have  to  remove  the  emotion 
from  the  process,  it's  good  to  get  advice 
and  counsel  from  others." 


In  addition 
to  the  cost 
of  a  401(k)  plan, 
small-business 
owners  need 
to  consider  the 
services  a  vendor 
provides  to 
help  make  the 
best  decision. 


401(k)  Plans 


401  (k)  plans  are  among  the  most  pop- 
ular tax-qualified  retirement  plans,  allow- 
ing you  to  contribute  a  portion  of  your 
earnings  before  taxes.  Financial  experts 
agree  that  you  should  try  to  fund  your 
401  (k)  to  the  limit.  Most  401  (k)  plans 


Mention  estate  planning  and  people  picture  ku^e  ^ates,  lon^  driveways  and 
mansions.  It  s  some  tiling  only  tlie  very  wealtliy  need.  Not  true,  if  you've  tuilt  a 
business,  or  even  modest  wealth,  you  need  a  way  to  insure  tkat  wkat  you've  created 
will  he  transferred,  intact,  to  tkose  you  care  atout.  At  Manulife  Financial,  we 
pioneered  insurance  tliat  provides  for  wealtli  transfer.  Today,  we  offer  smart  financial 
alternatives  from  life  insurance  and  401(k)  plans  to  mutual  funds  and  annuities. 
Ask  your  financial  advisor.  Call  1-888-MANULIFE.  Or  visit  WW  w.manu  life.c  om. 
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According  to  studies, 

the  greatest 
intergenerational 
transfer  of  wealth 
in  history  will  occur 
in  this  country  over 
the  next  decade. 
An  estimated  $5 
trillion  to  $10  trillion 
is  expected 
to  change  hands. 
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operate  by  payroll  deduction,  which  offers 
the  distinct  advantage  of  creating  a  very 
disciplined  approach  to  investing.  "401  (k)s 
are  constantly  upgrading,"  says  Michael 
Butler,  pension  sales  officer  for 
Nationwide  Life  Insurance  Company.  "They 
now  offer  more  investment  options,  and 
are  better,  faster  and  cheaper  to  operate." 

Butler  believes  that  individuals  are 
starting  to  pay  more  attention  to  their 


401  (k)  investments,  not  only  because  they 
realize  the  onus  for  decision  making  is  on 
them,  but  also  because  the  funds  in  their 
401  (k)  plans  are  starting  to  outstrip  all 
their  other  assets,  including  their  home 
equity.  "Employee  education  has  helped 
us  tremendously,"  he  says.  "Once  individ- 
ual investors  understand  the  whole  idea  of 
the  401  (k),  the  next  question  they  ask 
themselves  is  'How  should  I  invest  it?' 

"People  are  starting  to  polarize  into 
two  camps.  Astute  individuals  who  want 
more  choices,  who  are  looking  for  the 
newest,  hottest  way  to  invest  their  money, 
make  up  the  first  group.  The  second  camp 
are  the  folks  who  say  'You  have  to  make  it 
simple  for  me.  I  don't  have  the  time, 
knowledge  or  desire  to  sift  through  many 
choices  and  do  intensive  research.'  At 
Nationwide,  in  the  employee-directed 
market,  we've  put  together  our  Personal 
Portfolio  Series,  a  selection  of  managed 
options  intended  to  be  a  one-stop 
approach  to  retirement  investing.  This  can 
be  offered  side  by  side  with  well-known 
retail  funds  with  brand  names  employees 
recognize.  Plans  usually  offer  six  or  seven 
retail  funds  so  employees  can  decide 
what's  appropriate  for  them." 

Butler  is  also  working  to  educate 
investors  who  receive  a  lump-sum  distrib- 
ution. "Some  people  get  stars  in  their  eyes 
when  they  see  how  much  they  have 
accrued,  especially  when  their  employers 
have  matched  their  contributions.  We're 
encouraging  individuals  to  keep  that 
money  tax-deferred  as  long  as  possible," 
he  says.  "With  many  of  the  same  invest- 
ment options,  our  Best  of  America  individ- 
ual annuity  product  is  a  great  place  to  roll 
over  an  IRA.  Also,  if  you  are  in  a  tax 
bracket  where  a  tax-deferred  vehicle 
makes  sense,  you've  maximized  your  con- 
tribution to  your  401  (k)  and  you  have  addi- 
tional dollars  to  put  aside  for  retirement, 
buying  an  annuity  can  be  a  good  strategy." 

"As  established  companies  continue  to 
eliminate  traditional  defined-benefit  pen- 


sion plans,  and  new  companies  desire  to 
offer  qualified  plans  to  their  employees, 
we're  starting  to  see  more  and  more  small- 
business  owners  come  in  to  talk  about 
setting  up  401  (k)  programs,"  says  Butler. 
"It's  not  as  expensive  to  the  employer  or 
as  difficult  as  it  may  seem  to  set  up  one." 

Compared  with  a  traditional  defined 
benefit  plan,  a  401  (k)  plan  can  be  a  low- 
cost  benefit  that  is  also  easy  to  administer, 
if  you  pick  the  correct  plan.  In  addition  to 
costs,  small  business  owners  need  to 
consider  the  services  a  vendor  provides  to 
help  make  the  best  decision.  This  includes 
employee  education,  the  number  of 
investment  opportunities  that  are  available 
and  what  the  fees  will  be.  Comparing 
similar  service  packages  will  make  it 
easier  for  the  employer  not  only  to  analyze 
closely  the  provider's  services  but  also 
to  analyze  the  expenses. 

401  (k)  service  providers  can  collect 
the  expenses  they  incur  in  a  variety  of 
ways.  The  employer  needs  to  determine 
how  much  the  provider  charges  in  total 
expenses,  along  with  the  services  package 
the  vendor  is  providing  for  those  fees.  The 
employer  also  needs  to  be  aware  how  the 
provider  is  charging  those  expenses. 
Employers  may  choose  to  pay  expenses 
themselves,  or  to  have  employees  share  in 
those  expenses.  The  compounded  result 
of  even  a  small  difference  in  rate  of  return 
can  have  a  dramatic  effect  on  the  total 
amount  employees  will  have  for  retire- 
ment. That  is  why  it's  important  to  deter- 
mine exactly  how  much  you  really  are 
paying.  Paying  less  in  investment  expenses 
is  the  best  way  to  gain  more  from  your 
401  (k)  plan. 


[state  Planning 


Like  the  rest  of  your  financial  strategy, 
estate  planning  is  a  lifetime  process, 
one  that  needs  to  be  reexamined  and 
adjusted  regularly  to  ensure  that  your  uiti- 


American  Century 


Morningstar  Ratings 


as  of  1/31/97 


DOMESTIC  EQUITY  FUNDS 

OVERALi 

(out  of  1.85B) 

1-YEAR 

(out  of  2,9^ 

3-YEAR 

(out  of  1.856) 

5-YEAH 

(out  of  1,072) 

VALUE 
INCOME  &  6R0WTH 
EDUITY  GROWTH 

★  ★★★★ 

★  ★★★★ 

★  ★★★ 

★  ★★★★ 

★  ★★★★ 

★  ★★★★ 

★  ★★★★ 

★  ★★★★ 
★  ★★★ 

INTERNATIONAL 
EQUITY  FUNDS 

OVERALL 

(out  of  393) 

1-YEAR 

(out  of  355) 

3-YEAR 

(out  ot  393) 

5-YEAR 

(out  of  191) 

INTERNATIONAL  GROWTH 

★  ★★★ 

★  ★★★ 

TAXABLE  BONDS  FUNDS 

OVERALL 

(out  of  1.104) 

1-YEAR 

(out  of  1.670) 

3-YEAR 

(out  of  1. 104) 

5-YEAR 

(out  of  597) 

GNMA 

★  ★★★ 

★  ★★★ 

★  ★★★ 

MUNICIPAL  BOND  FUNDS 

OVERAU 

(out  of  1.129) 

1-YEAR 

(out  ot  1.739) 

3-YEAR 

(out  of  1,129) 

5-YEAR 

(out  of  580) 

SHORT  TERM  TAX  EXEMPT 
INTERMEDIATE  TAX  BEMPT 

★  ★★★★ 
★  ★★★ 

★  ★★★★ 
★  ★★★ 

★  ★★★★ 

★  ★★★★ 

★  ★★★ 

American  Century  Investments 
PO.  Box  419200 
Kansas  City,  MO  64141-6200 
wvw.  americancentury.  com 


Everybody's  Looking  At  Siai«. 
We  Think  You  Should  Look  Deeper. 


Here  are  just  a  few  of  American  Century's  funds  that  have  received 
Morningstar  ratings  of  4  and  5  stars.  While  we're  proud  of  these  rat- 
ings, consider  the  thinking  behind  the  performance.  At  American 
Century,  youll  find  we  use  disciplined,  time-tested  investment 
strategies.  We  avoid  the  latest  "fads,"and  strive  to  stay  fully  invest- 
ed through  the  ups  and  downs  of  the  market.  We  use  independent 
research  and  proprietary  software  systems  to  uncover  what  we 
believe  to  be  the  best  opportunities.  In  addition,  we  use  a  team 
approach  instead  of  relying  on  an  individual  "star"  fund  manager 
We  believe  this  gives  us  a  more  consistent  long-term  investment 
strategy  Our  unique  approach  has  led  to  strong  performance 
across  a  range  of  investment  choices.  Let  us  put  our  disciplined 
approach  to  work  for  you. 
Invest  in  our  thinking: 
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mate  planning  goals  are  on  target.  "Most 
people  have  not  sufficiently  focused  on 
estate  planning,"  says  Jerry  Patterson, 
assistant  vice  president  and  senior  coun- 
sel for  advanced  markets  at  Manulife 
Financial.  "Even  people  who  have  taken 
the  initial  step  of  putting  a  basic  estate 
plan  in  place  are  unlikely  to  take  a  second 
look  at  it,  even  decades  later.  This  is  a 
mistake,  because  in  all  probability,  their 
situation  has  changed  dramatically." 
Changes  in  the  laws  which  affect  estate 
planning,  as  well  as  significant  life  changes 
like  marriage,  children,  divorce  and  an 
accumulation  of  wealth  all  combine  to 
make  it  necessary  to  review  your  existing 
estate  plan. 

According  to  studies,  the  greatest 
intergenerational  transfer  of  wealth  in  his- 
tory will  occur  in  this  country  over  the 


next  decade.  An  estimated  $5  trillion  to 
$10  trillion  dollars  is  expected  to  change 
hands.  "At  the  same  time,"  says  Patterson, 
"studies  show  that  Americans  are  becom- 
ing wealthier  every  year.  This  means  that 
the  need  to  do  estate  planning  at  a 
younger  age  is  becoming  more  and  more 
important."  The  current  crop  of  retirees 
is,  or  should  be,  focused  on  wealth 
transfer  planning,  through  various  estate- 
planning  vehicles  like  bypass  trusts, 
irrevocable  life  insurance  trusts,  charita- 
ble remainder  trusts,  qualified  personal- 
residence  trusts  and  grantor-retained 
annuity  trusts,  to  name  a  few. 

"The  younger  generation  is  focused 
primarily  on  wealth  accumulation,"  says 
Patterson.  "People  are  living  longer,  which 
makes  planning  for  retirement  more  of  a 
challenge.  As  you  establish  your  financial 


plan  to  accumulate  wealth,  you  should  also 
set  in  place  your  estate  plan.  This  plan 
should  be  updated  periodically  to  ensure 
that  it  continues  to  reflect  your  current 
circumstances." 

There  are  four  tenets  to  the  estate- 
planning  process,  says  Patterson.  "You 
need  to  review  your  family  situation  and 
organize  your  financial  records,  establish 
some  estate-planning  goals,  implement 
your  estate  plan  and,  finally,  review  your 
plan  periodically  to  ensure  that  your  plan- 
ning goals  will  be  met."  Patterson  further 
breaks  down  the  estate-planning  process 
by  concentrating  on  two  sets  of  concerns: 
the  financial  implications  and  the  nonfi- 
nancial  implications.  Financial  implications 
include  determining  who  will  receive  what, 
and  when,  and  assuring  that  your  estate 
will  have  adequate  liquidity  to  pay  taxes 


To  tnjly  appreciate  the  value  of  independent  agents,  consider  tl 


mm 


find  pass  accumulated  assets  on. 
^onfinancial  implications  include  making 
>ure  your  wishes  regarding  funeral 
arrangements  are  followed,  choosing 
ndividuals  to  take  care  of  your  children 
ind  constructing  your  plan  in  a  way 
that  avoids  family  conflict  following 
/our  death. 

"There  are  tremendous  strategies 
available  to  minimize  your  exposure 
to  estate  taxes,"  stresses  Patterson. 
"Implementing  these  strategies  can 
require  much  time  and  cost.  And  of 
course,  the  more  assets  you  have 
acquired,  the  more  complicated  this 
process  becomes.  Estate  planning 
can  involve  complex  legal,  tax,  financial 
and  personal  issues.  I  strongly  advise 
consulting  a  financial  adviser,  at 
least  initially." 


Investors  need  to  protect  the  assets 
they've  accumulated  over  the  years. 
One  popular  strategy  is  to  set  up  a  bypass 
trust,  which  will  allow  both  you  and  your 
spouse  to  take  advantage  of  the  $600,000 
unified  tax  credit  exemption  equivalent, 
for  a  total  of  $1.2  million.  This  can  save 
your  heirs  up  to  $235,000,  or  about  39% 
of  the  second  $600,000. 

"In  cases  where  a  couple  has  net 
worth  in  excess  of  $1.2  million,  an 
effective  way  to  create  a  pool  of  liquidity 
that  can  be  used  to  offset  the  impact 
of  estate  taxes  is  to  set  up  an  irrevocable 
life  insurance  trust,"  says  Patterson. 
"An  irrevocable  life  insurance  trust  is 
often  funded  with  second-to-die  life 
insurance.  Parents  make  gifts  of  cash 
to  the  trust  during  their  lifetimes. 
The  trustee  uses  the  cash  to  pay 


premiums  on  the  second-to-die  insurance 
policy.  Following  the  death  of  both 
parents,  the  insurance  proceeds  are 
received  by  the  children  from  the  trust 
and  are  not  taxed  in  either  parent's 
estate."  The  important  thing  to  remember 
with  both  your  estate  plan  and  your 
general  financial  plan,  says  Patterson, 
is  that  you  identify  your  goals  and  choose 
an  appropriate  course  of  action  that  will 
enable  you  to  achieve  them. 

Cecily  Patterson  is  a  freelance  business 
writer  based  in  Portland,  Ore. 
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Assessing  risk  is  an  art.  That's  ivhy  independent  agents 
use  a  Jace-to-jace,  personal  approach  to  risk  assessment. 
Their  hands-on  involvement  with  customers  paints  a  better 
picture  than  numbers  alone.  And  we  carejully  select  only 
the  best  agents  in  each  market,  which  is  why  our  combined 
loss  and  expense  ratios  look  so  attractive.  Oj  course,  you 
could  just  Jocus  on  our  record  oj  3  5  years  oj  increased 
I  shareholder  dividends,  or  our  A++  rating  jrom  A.M..  Best 
jor  our  property  casualty  insurance  operations.  Regardless 
of  how  you  look  at  Cincinnati  Financial  Corporation, 
you're  going  to  like  what  you  see.  For  a  CFC  jact  sheet, 
call  i-800-955-CINF  (2463). 


Cincinnati    Financial  Corporation 

Making  our  strength  your  j  u  t  u  r  e 


THE 

CINCINNATI 

INSURANCE  COMPANIES 


Just  when  we  retire^  our  nest  egg 
turns  into  a  workaholic. 

Exactly  how  we  planned  it. 


Stewart  and  Rachelle  Owen  just  retired.  After  talking 

with  Bill,  their  American  Express  financial  advisor,  they  feel  pretty 
good  about  it.  You  see,  over  the  last  fourteen  years  he's  helped  the 
Owens  get  their  three  kids  through  college,  buy  a  new  home  and  save 
for  retirement.  Today,  he's  helping  them  plan  their  estate,  minimize 
taxes  and  make  the  most  of  the  assets  they've  accumulated.  So  they  can 
have  all  the  fun  they  want,  while  their  retirement  account  continues  to 
work  away.  Which  is  enough  to  make  just  about  anyone  smile. 

Ninety-five  percent  of  American  Express  Financial  Advisors'  clients 
stay  with  their  advisor  year  after  year.  We  have  8,000  financial  advisors 
available  to  discuss  retirement  and  how  we  can  help  you  do  more. 
Call  1-800-GET  ADVICE. 

http://www.americancxpress.com/advisors 


The  people  portrayed  here  have  been  created  to  serve  as  an  example  of  American  Express  Financial  Adv' 


Joe  Alibrandi's  well-earned  retirement  from  Whittaker  Corp. 
was  rudely— and  unpleasantly— interrupted. 

What  did  the  sellers 
know  that  the 


buyers  didn't.^ 


By  Damon  Darlin 

Tai.k  about  downsizing.  Joseph  Ali- 
brandi  must  have  the  record. 
Between  1974  and  1994  he  took 
Whittaker  Corp.  from  a  conglomer- 
ate with  revenues  that  peaked  at  $2 
bilhon  down  to  a  tightly  focused 
$126-million-a-year  military  contrac- 
tor and  aerospace  parts  maker. 

Then  he  retired,  at  the  end  of  1994, 
to  build  a  Malibu  beach  house  and  to 
fight  for  school  reform  in  California. 
He  left  behind  shareholders  who  had 
averaged  close  to  a  19%  annual  return 
over  the  preceding  decade. 

As  his  successor  he  chose  Thomas 
Brancati,  formerly  the  company's 
president  and  chief  operating  officer. 
Though  he  might  have  been  expect- 
ed to  know  better,  given  Alibrandi's 
tutelage,  Brancati  began  to  diversify 
again.  Apparently  dazzled  by  the 
computer  communications  revolu 
tion,  he  acquired  his  way  into  net- 
work communications.  This  involves 
systems  that  connect  computers  to 
other  computers.  In  1995  he  bought 
Hughes'  LAN  Systems  for  $31  million 
plus  fixture  royalty  payments  worth  up 
to  $25  million.  In  April  of  last  year  he 
bought  Xyplex,  a  network  access 
company,  from  Raytheon  for  $118 
million.  The  sellers  must  have  known 
something  the  buyer  did  not  know. 

Brancati's  idea  was  to  give  Whit- 
taker exposure  to  two  booming  mar- 
kets— aerospace  parts  and  high-tech 
communications  networks — with  the 
latter  cushioning  the  company  against 
defense  spending  cutbacks. 

The  cushioning  has  had  to  work 
the  other  way  around,  with  aerospace 
bailing  out  networking  losses.  The 


Joseph  Alibrandi,  Whittaker 
Corp.'s  chief  executive 
Unfortunately  for  his 
retirement  plans,  he  chose 
the  wrong  successor. 


acquired  Hughes'  LAN  Systems 
missed  important  product  introduc- 
tion deadlines.  It  has  lost  business  to 
such  smart,  well-capitalized  competi- 
tors as  Cisco  Systems,  3Com  and  Bay 
Networks.  Brancati,  it  turned  out, 
had  gone  in  well  over  his  head  and 
taken  the  company  with  him. 

For  the  fiscal  year  ended  last  Octo- 


ber, Whittaker's  communications 
division  ran  $31  million  in  the  red  on 
revenue  of  $92  million,  resulting  in 
an  overall  loss  of  $19  million  ($1.70 
a  share)  on  revenues  of  $222  million. 

Fed  up,  the  board  dumped  Bran- 
cati last  September  and  recalled  Ali- 
brandi, now  68,  out  of  retirement. 

Alibrandi  wants  to  spin  Xyplex  and 
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Dressing  up  the  books  can  do 

wonders  for  your  stock  price. 

But  it  can  also  set  you  up  for  a  nasty  fall. 

Hot-air 
accounting 


the  other  network  communications 
assets  off  to  shareholders  or  sell  them 
outright.  "If  someone  jumped  up  and 
offered  me  book  value  for  it,  I'd  sit 
down  and  talk  to  them,"  he  says.  If 
anyone  does  sit  down  and  talk,  they 
arc  unlikely  to  offer  anything  like  the 
$100  million  that  Xyplex  is  carried  at 
on  Wliittakcr's  books. 

Unwilling,  for  now,  to  consider 
taking  a  hit,  he  is  trying  to  plump  up 
Xyplex  by  trimming  product  lines, 
consolidating  facilities  and  writing 
down  goodwill  on  the  balance  sheet. 

Buying  Xyplex  put  Whittaker  $  1 54 
million  in  debt.  Since  selling  it  now 
would  likely  spark  a  major  writeoff, 
Alibrandi  says  he  will  instead  sell  the 
unit  that  developed  Shortstop  for  the 
U.S.  military.  Shortstop  is  a  system  that 
uses  radio  frequencies  that  make 
incoming  artillery  shells  and  mortars 
explode  harmlessly  way  before  they 
reach  your  lines.  Selling  Shortstop 
amounts  to  dumping  the  good  stuff  to 
support  die  bad,  but  Alibrandi  doesn't 
have  a  lot  of  choices  right  now. 

"It's  a  gem  of  a  business," 
sighs  Joe  Alibrandi  of  his 
neglected  aerospace  division. 

The  rest  of  Whittaker's  aerospace 
operations  are  in  great  shape.  Whit- 
taker rode  in  the  slipstream  of 
Boeing's  success  by  selling  it  and 
other  aircraft  makers  fuel  flow  control 
valves  and  wing  de-icers,  plus  fire  and 
heat  sensors  and  quick-disconnect 
nozzles  for  fiael  hoses.  "It's  a  gem  of 
a  business,"  says  Alibrandi.  Brancati's 
forays  into  network  systems  diverted 
capital  and  maiiagerial  resources  from 
the  expanding  aerospace  business.  In 
fiscal  1996  the  aerospace  units  gener- 
ated $20  million  in  operating  profit 
on  $130  million  in  revenues. 

Since  early  last  year  Whittaker's 
stock  has  slid  from  26  a  share  to  a 
recent  9'/< — about  one-third  what  Ali- 
brandi believes  the  core  aerospace 
business  on  its  own  is  worth.  Ali- 
brandi's  stock  in  the  company  has 
withered  in  value  to  $5.1  million. 

Moral:  If  you  are  thinking  of  retir- 
ing, either  pick  your  successor  with 
care  or  sell  your  stock  before  handing 
the  company  over.  H 


By  Heike  Wipperfurth 

After  a  decade  of  disrepute  the 
business  of  selling  vacation  time- 
shares  is  back  and  booming.  Witness 
the  shares  of  Little  Rock,  Ark. -based 
Fairfield  Communities,  Inc.,  a  $173 
million  (revenues)  developer  of  time- 
share  resorts.  Climbing  from  7  in 
early  1996,  the  stock  has  more  than 
quadrupled,  to  a  recent  29.  That's  a 
price/earnings  ratio  of  22  and  a  pre- 
mium of  two  times  book  value.  Not 
bad  for  a  company  that  was  bankrupt 
just  fi\'e  years  ago. 

Robert  Howeth,  Fairfield's  chief 
financial  of  ficer,  credits  an  "innova- 
tive" time-share  concept,  FairShare 
Plus.  It  allows  Fairfield's  customers  to 
vacation  at  not  just  one  of  the  com- 
pany's 15  resorts  but  at  any  of  them. 
They  are  in  such  desirable  places  as 
Myrtle  Beach,  S.  C;  Flagstaff,  Ariz.; 
and  Nashville,  Tenn. 

There's  no  innovation  in  Fairfield's 
sales  methods:  Buyers  pay  an  average 
of  $12,000  for  the  annual  right  to 
vacation  for,  say,  a  week  at  any  Fair- 
field resort  for  the  rest  of  their  lives — 
even  passing  it  on  to  their  heirs.  They 
rarely  pay  the  entire  amount  up  front; 
a  Fairfield  subsidiary  provides  financ- 
ing for  seven  years  on  average. 
Annual  interest  rates  range  from  12% 
to  15%.  With  the  prime  lending  rate 
around  8.5%,  Fairfield  makes  a  nice 
fat  spread.  If  the  buyer  defaults  Fair- 
field just  sells  the  vacation  period  to 
someone  else. 

Fairfield's  vacation  ownership  sales 
generated  revenues  of  $114  million 
last  year,  up  from  $85  million  in 
1995.  All  very  rosy.  Until  you  start 
poring  over  the  books. 


When  a 
Fairfield  customer 
buys  a  time-share  in  a 
completed  property,  Fairfield 
reports  sales  of  $12,000.  But  it  gets 
just  $1,800  on  the  barrelhead.  Will 
Fairfield  receive  full  payment  on  all 
those  time -share  sales?  Doubtfiil.  The 
median  income  of  its  customers  is 
$60,000,  and  buyers  can  walk  away 
from  their  contracts  anytime  they 
choose. 

This  is  an  old  trick  in  land  selling 
and  time-shares,  but  that  doesn't 
make  it  kosher.  Howard  Schilit,  an 
accounting  professor  at  American 
University,  argues  that  companies  like 
this  should  recognize  revenues  only 
when  they  are  collected.  Accountants 
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call  this  the  installment 
method  of  revenue  recognition.  If 
Fairfield  used  this  more  conservative 
method,  its  revenues  would  be  con- 
siderably lower. 

Other  companies  that  have  taken 
an  aggressive  tack  on  installment  sales 
have  not  fared  well.  Remember 
Thousand  Trails,  a  Seattle-based 
operator  of  campsite  time-shares.^  In 
the  early  1980s  the  stock  was  a  high- 
flier. But  in  1983  it  plunged  from 
$29.50  a  share  to  $5.50  a  year  later. 


What 
happened?  The 
company's  diird-quarter 
1985  earnings  fell  87%  from  the  same 
period  a  year  earlier,  all  because  many 
of  those  so-called  sales  evaporated 
into  thin  air  and  no  one  wanted  the 
forfeited  properties. 

For  1996,  Fairfield's  earnings 
before  taxes  totalled  $24.5  million, 
almost  double  the  $13  million  it 
earned  in  1995.  A  little  under  half 
the  profit  came  from  the  spread 
between  interest  charged  buyers  and 
what  it  cost  Fairfield  to  borrow 
money  to  carry  the  properties  while 


they  are  being  paid  off.  Last  year 
Fairfieki  made  $13.2  million  in 
spread  income. 

But  what  happens  if  the  economy 
tanks  and  Fairfield  buyers  stop 
making  their  monthly  payments.^ 
The  interest  income  stops,  but 
'^^\\^  the  cost  of  the  money  Fair- 

field borrowed  goes  on. 
Fairfield  does  set  aside  a 
reserve  for  bad  debts,  but 
last  year  it  began  tinker- 
ing with  its  provision  for 
loan  losses,  reducing  it 
from  $6.5  million  in 
1995  to  $5.39  million 
in  1996.  It  may  not 
sound  like  much,  but 
the  reserve  now  covers 
only  4%  of  the  com- 
pany's time-share 
sales,  down  from 
6.5%  in  1995.  Tliis, 
even  though  sales 
have  increased  by  more 
than  30%.  But,  hey,  that's  tomor- 
row's problem.  Today,  Fairfield  gets 
an  extra  $1  million  in  earnings. 

Howeth  says  Fairfield  is  simply 
trying  to  bring  bad  loan  provisions 
down  frorn  the  industry's  7%-to-9% 
average  delinquency  rate  to  the  much 
lower  rate  of  around  1%  that  his  com- 
pany experiences. 

Why  is  Fairfield's  rate  so  much 
lower.^  "Because  [we  are]  more  flexi- 
ble," Howeth  says.  In  addition,  he 
says,  his  customers  are  more  finan- 
cially stable  than  the  average  time- 
share  buyer.  They  had  better  be, 
given  the  company's  sharply  reduced 
loan-loss  provisions. 

Last  year  Fairfield  got  rid  of  a 
$10.4  million  reserve  it  had  set  up  to 
cover  increased  taxes  owed  as  it 
emerged  from  bankruptcy  in  the  early 
1990s.  The  compaiiy  says  it  is  proper 
to  eliminate  the  reserve;  maybe  so, 
but  it  boosted  the  company's  net 
worth  by  $10.4  million.  Proper  or 
not,  auditors  are  usually  hesitant  to 
fiddle  with  tax  reserves  because  earn- 
ings may  not  come  in  as  planned  or 
costs  may  escalate  wildly. 

If  the  economy  keeps  chugging 
along,  Fairfield  will  probably  come 
out  okay.  But  let  there  be  some 
rough  weather  and  this  kind  of  per- 
missive bookkeeping  can  leaci  to  big 
trouble.  H 
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Sweden's  Astra  AB  was  a  sleepy  outfit  until  Hakan  Mogren  came  along,  gave  it  a 
shot  of  self-confidence  and  turned  it  into  one  of  the  world's  great  drug  connpanies. 

The  confidence  man 


By  Richard  C.  Morais 


Last  year  the  media  went  into  a 
frenzy  over  Astra  U.S.A.  Inc.,  the 
local  subsidiary  of  a  Swedish  pharma- 
ceutical company.  Its  Boston-based 
president,  Lars  Bildman,  was  accused 
of  sexual  harassment  and  fraud,  bury- 
ing the  company  under  lawsuits  and 
FBI  and  Equal  Employment  Oppor- 
tunity Commission  investigations. 
Bildman  denied  everything,  but  he 
and  three  other  top  dogs  were  fired 
or  resigned. 

Bereft  of  its  top  management,  did 
the  business  flounder.^  It  didn't  miss 
a  beat.  When  the  reporters  and  the 


probers  departed,  Astra's  total  U.S. 
sales  ended  the  year  at  $1.3  billion, 
33%  higher  than  in  1995. 

The  errant  executives  turned  out 
to  be  but  a  fleabite  to  Astra  AB,  the 
parent.  As  recently  as  1988  it  was  just 
a  sleepy,  regional  pharmaceutical 
company  25  miles  from  Stockholm, 
with  a  market  capitalization  of  $2.8 
billion.  Today  Astra  operates  around 
the  world  and  has  a  market  capital- 
ization of  almost  $30  billion. 

This  spectacular  growth  is  largely 
attributable  to  one  man  and  one 
drug:    Chief    Executive  Hakan 


Astra  AB 
Chief  Executive 
Hakan  Mogren 
Pill  production 
in  Sweden: 
Scrambling  to 
replace  his 
antiulcer  best- 
seller. 


Mogren,  53,  and  Losec,  an  antiulcer 
drug  he  found  in  Astra's  research 
portfolio  when  he  joined  the  compa- 
ny in  1988. 

Mogren  was  chief  executive  of  a 
local  chocolate  and  foodstuff  outfit 
when  scouts  for  Sweden's  wealthy 
Wallenberg  family  spotted  him.  As 
owners  of  10%  of  Astra  stock,  they 
could  name  whom  they  chose.  But 
why  a  chocolate  executive  to  run  a 
company  known  for  molecular 
research.^  That's  what  many  dismis- 
sive Swedes  asked. 

The  Wallenbergs  appear  to  have 
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picked  the  right  person.  If  you  expect 
the  boss  of  a  Swedish  company  to  be 
diffident  and  courdy,  you  don't  know 
the  flamboyant  Mogren.  His  hair 
fluffed  into  a  silvery  bouffant,  he  sat 
down  for  our  morning  meeting  and 
bellowed  into  the  tape  recorder — 
after  humiliating  his  press  aide. 

Pre-Mogren  Astra  was  a  cautious, 
slow-moving  outfit.  No  sooner  had 


Losec  as  a  kind  of  last-resort  ulcer 
drug,  Mogren  said  no  thank  you  and 
convinced  Merck  to  fight  the  ruling. 
He  got  his  first-tier  clearance. 

"We  had  to  turn  from  an  inferiori- 
ty complex — where  we  licensed  out 
[drug  inventions] — to  self-confidence 
and  the  ambition  to  be  a  true  global 
player,"  says  Mogren.  "It  was  an 
emotional  change." 


he  taken  over  than  Mogren  brashly 
announced  an  almost  unknown  anti- 
ulcer drug,  Losec  (sold  as  Prilosec  in 
the  U.S.),  would  be  sold  globally.  He 
tripled  his  international  sales  staff  to 
7,500,  built  subsidiaries  overseas  and 
snatched  back  licenses  previously 
granted  throughout  southern 
Europe.  In  1994  he  spent  over  $1 
billion,  taking  90%  control  of  Fuji- 
sawa-Astra  Japan  and  converting  his 
U.S.  Losec  licensing  agreement  with 
Merck  into  a  50-50  joint  venture. 

When  the  U.S.  Food  &  Drug 
Administration  tried  to  approve 


And  that  was  just  what  this  tech- 
nologically advanced — but  overcau- 
tious— outfit  needed.  With  annual 
sales  of  $3.5  billion,  Losec  has 
become  the  world's  bestselling  drug. 

Now  Mogren  faces  what  may  be 
his  biggest  challenge:  Losec's  U.S. 
patent  expires  in  2001.  This  $5.3  bil- 
lion (revenue)  company  has  recently 
doubled  its  r&d  budget  to  almost  $1 
billion,  but  it  takes  five  to  ten  years  to 
move  a  lab  discovery  into  the  market. 

Mogren's  response  is  a  dismissive 
wave  of  the  hand.  Losec's  demise 
won't  be  sudden,  he  says;  the  patents 


expire  across  the  globe  between  2001 
and  2010.  "We  shouldn't  start  crying 
over  the  death  while  the  body  is  still 
alive,"  he  roars.  "The  price  drop  may 
be  something  like  80%  in  the  U.S. 
But  if  you  dilute  it  with  the  interna- 
tional situation,  the  drop  will  proba- 
bly be  more  in  the  region  of  50%. 
And  in  Japan  we  are  just  in  the  begin- 
ning [stages  of  selling  Losec]." 

Astra  has  a  distinguished  history  of 
making  money  on  a  drug  even  after  a 
patent  expiration.  Xylocaine  was  a 
local  anesthetic  discovered  by  the 
company  in  1948.  Coundess  permu- 
tations later,  Astra  has  just  come  out 
with  Naropin,  a  drug  that  combines 
a  local  anesthetic  with  a  long-term 
painkiller.  Fifty  years  on,  Astra  still 
controls  almost  two-thirds  of  the 
world's  $700  million  local  anesthetic 
market.  Mogren  is  using  the  same 
strategy  with  Losec,  creating  the  next 
patent-protected  generation  Losec  to 
claw  back  lost  revenue. 

And  the  company  is  developing 
new  products:  It  has  six  coming  on- 
line this  year.  They  range  from  Oxis 
Turbuhaler,  a  fast-acting  antiasthma 
drug  that  also  provides  12  hours  of 
bronchial  relief,  to  a  U.S. -discovered 
impotence  drug  called  MUSE.  Astra's 
Pulmicort  Turbuhaler  is  already 
Europe's  bestselling  asthma  drug;  the 
company  is  expecting  FDA  approval 
for  the  drug  in  the  U.S.  imminently, 
followed  by  regulatory  approval  in 
Japan  sometime  in  1998. 

A  merger  (or  a  series  of  smaller 
acquisitions)  could  cushion  the  slow 
decline  of  Losec.  Astra  sits  on  a  $2.5 
billion  cash  kitty  and  adds  to  it  $1 
billion  a  year.  What  about  an  extraor- 
dinary dividend?  Mogren  thinks  he's 
got  plenty  to  do  with  the  cash. 

Noting  the  stock  market's  skepti- 
cism about  Astra  because  of  its 
dependence  on  Losec,  UBS  analyst 
Colin  Gibson  thinks  the  stock  is  a 
buy.  Average  earnings  estimates  for 
Astra's  NYSE-traded  A  and  B  shares 
are  $2.40  for  1997.  That  puts  the 
$44  stock  at  just  19  times  earnings, 
while  other  European  pharmaceuti- 
cals trade  at  21,  and  in  the  U.S. 
Merck  trades  close  to  24  times  earn- 
ings. To  the  hard-driving  Hakan 
Mogren,  that's  even  more  of  a  scan- 
dal than  those  sexual  capers  in 
Boston.  H 
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Would  you  want  to  write  insurance  on  topless  bars 
and  karate  studios?  There's  good  money  in  it. 

Give  us  your 
deadbeats 


By  Mary  Beth  Grover 

The  average  property /casualty 
insurer  loses  7%  on  its  underwriting. 
That  is,  it  pays  out  $1.07  in  claims 
and  expenses  for  every  dollar  of  pre- 
mium revenue  it  takes  in.  The  insur- 
ance company  covers  the  loss  and 
hopes  to  make  a  profit  off  the  float. 
Since  the  insured  pays  in  advance, 
the  company  gets  to  invest  the 
money  between  the  time  it  gets  it 
and  the  time  it  must  pay  it  out,  often 
several  years  later. 

A  handful  of  insurance  companies 
are  so  clever  with  their  risk-taking 
that  they  break  even  on  their  under- 
writing or  even  manage  a  small  prof- 
it. For  them,  the  investment  income 
is  pure  profit.  Markel  Corp.,  an 
insurer  in  Richmond,  Va.,  is  one  of 
those  clever  underwriters.  Over  the 
past  five  years  it  has  averaged  an 
underwriting  profit  of  2%.  Add  in 
the  investment  income  and  this  out- 


'Tou  use  a  little  bit  of  sawy, 
a  little  bit  of  gut  reaction, 
and  pray  like  hell.'' 


fit  is  wonderfully  profitable,  netting 
$47  million  on  revenue  of  $367  mil- 
Hon  last  year. 

You  might  think  that  Markel  picks 
its  risks  careftilly,  taking  on  only  the 
safest  customers.  But  no,  those  are 
the  risks  everyone  wants.  Markel 
takes  on  the  risks  most  other  insurers 
shun:  alcoholic  surgeons,  boaters 
with  accident  records  and  rowdy 
topless  bars. 

Anthony  Markel,  54,  underwrit- 
ing chief  of  this  family- run  company, 
explains  the  technique:  "You  use  a 


little  bit  of  mathematical  savvy,  a  lit- 
tle bit  of  gut  reaction  and  then  pray 
like  hell."  He  left  out  one  thing:  You 
charge  a  lot  of  money. 

A  Markel  malpractice  policy  for  a 
surgeon  in  Chicago  might  run 
$40,000  a  year,  double  the  premium 
on  a  standard-risk  policy.  So  why  do 
doctors  do  business  with  Markel.^ 
Because  Markel  takes  what  it  deli- 
cately calls  "doctors  with  special 
needs."  These  are  recovering  alco- 
holics or  drug  abusers  the  main- 
stream insurers  dumped — usually 
after  paying  out  claims. 

These  risks  aren't  always  as  great 
as  they  appear.  "It's  crazy,"  says 
Steven  Markel,  48,  the  company's 
finance  chief  and  Anthony's  first 
cousin.  "The  standard  companies 
would  insure  him  when  he  was  a 
drunk  and  nobody  knew  it,  but  they 
won't  insure  him  now  that  he  is 
deaUng  with  his  problem." 

Markel  takes  on  other  cases  the 
mainstream  companies  don't  want: 
chiropractors,  anesthesiologists, 
mobile  homes,  dance  studios,  bowl- 
ing alleys,  vacant  buildings,  day  care 
centers,  summer  camps  and  horse 
farms.  Over  the  past  25  years  this 
recipe  has  propelled  Markel  from  a 
fledgling  family  business  being 
shopped  around  for  $4  million  to  a 
pubUcly  traded  company  worth 
$575  million. 

Samuel  Markel,  the  son  of  a 
Russian  immigrant,  founded  Markel 
in  1930  to  provide  insurance  to 
truckers.  For  45  years,  the  company 
operated  simply  as  an  insurance  bro- 
ker. Then  a  third  generation  of 
Markels — Steven,  a  Wharton  gradu- 
ate, and  Tony,  a  business  major  from 
the  University  of  Virginia,  with  their 


cousin-in-law,  Alan  Kirshner,  a  soci- 
ology major  from  Vanderbilt — 
moved  into  risk-taking.  In  1978, 
armed  with  $2.5  million  they  got  by 
selling  a  third  of  the  company  to  a 
London-based  insurance  broker, 
they  began  underwriting  property 
and  casualty  insurance  for  taverns, 
restaurants  and  vacant  buildings. 

Shares  of  the  company,  offered  to 
the  public  in  1986  at  a  split-adjusted 
85^6,  have  climbed  to  106. 

Some  investors  seem  to  regard 
Markel  as  a  kind  of  compound  inter- 
est machine.  Here's  the  arithmetic: 
The  company  has  $268  million  in 
shareholders'  equity.  With  loss 
reserves  (premiums  collected  and  set 
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Clockwise 
from  left: 
Underwriter 
Anthony  Markel; 
money  man 
Steven  Markel; 
marketer 
Alan  Kirshner 
Some  insurers 
are  intimidated 
by  Itarate 
scliools, 
summer  camps 
and  Arabian 
liorses. 
Marltei  is  not. 


aside  to  pay  future  claims),  it  has 
$1.1  billion  on  hand  to  invest. 
Markel  figures  he  can  at  least  get  5% 
afi:ertax  on  his  investment  portfolio, 
consisting  mostly  of  short-term 
bonds.  That  gives  him  $55  million. 
Since  Markel  pays  no  dividend,  every 
penny  goes  back  into  the  business — 
to  earn,  it  is  hoped,  20%  annually. 

The  problem  is  that  after  a  while 
competitors  notice  how  much 
money  Markel  can  make  in  its  nich- 
es. Six  years  ago  liability  insurance 
for  architects  generated  $25  million 
in  premiums  for  Markel.  Today  the 
figure  is  down  to  $2  million,  as 
Markel  has  walked  away  from  busi- 
ness  that   got    too  competitive. 


Elsewhere,  too,  the  company  is  feel- 
ing the  effects  of  price  competition. 
Last  year,  afi:er  showing  underwrit- 
ing profits  in  nine  of  the  ten  previ- 
ous years,  the  company  merely 
broke  even. 

The  Markels  are  on  the  lookout 


for  new  lines  of  business.  They  have 
moved  into  collateral  protection 
insurance  for  used  cars  and,  via  a 
recent  acquisition,  product  liability 
insurance  on  bicycles  and  auto  parts. 
There's  profitable  business  out  there 
if  you  look  hard  enough.  H 
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It  won't  make  you 
average,  normal 
or  lackluster. 


Unless,  of  course, 
you  already  are 
average,  normal 
and  lackluster. 

-p joengp  sating m^iibbte on  l.X  tmicl  <xuy  VOTstryrrfnckslMwa  ©1996 .\rocncm  Honda  NkraCou  IiK. 


Buying  a  minivan  needn't  bring 


the  demise  of  your  personality. 


^he  happy  truth  is,  you  can  still  go 


luttling  the  kids  around  without 


)sing  your  sense  of  self 


Our  proof?  The  Odyssey.  It  can 


arry  more  than  the  car  you  drive 


You're  not  Jane  or  John  Doe. 
Which  is  why  we  wouldn't  dare 

try  and  put  you  in  a  minivan 
that  robs  you  of  your  identity. 


Odyssey,  you'll  see  it  maneuvers 
much  like  your  car.  Starts  are  crisp. 
Turns  are  tight.  Going  one  better 
than  your  car,  you'll  sit  tall  on  the 
road.  Though  the  low  step-in  height 
makes  it  easy  getting  in  and  out. 
One  of  the  most  distinctive  fea- 


ight  now.  More  family.  More  friends.  More  stuff  tures  of  the  Odyssey  is  its  rear  seat.  It  disappears 

Lnd  yet  it  manages  to  steer  clear  of  that  army  into  the  floor  in  seconds.  Invite  an  extra  couple  to 

if  anonymous,  clunky-looking  people  movers  dinner,  the  seat  flips  up.  Haul  some  two-by-fours 


ommonly  known  as  minivans. 

The  fact  that  it  can  seat  up  to  seven  adults* 
;omfortably  may  even  come  as  a  surprise,  given 
ts  streamlined,  smart-looking  exterior.  And  with 

four  doors  for  easy 


comings  and  goings, 
you'll  avoid  all  the 
hassle  and  humilia- 
tion of  opening  and 
closing  one  of  those 
heavy,  sliding  doors. 
As  you  drive  the 


P 

You  might  feel  that 
buying  a  minivan 
could  very  well 
propel  you  on  the 
road  to  oblivion. 
Happily,  the  Odyssey 
takes  a  detour 
into  a  land  where 

Individuality 
and  Practicality 
peacefully  coexist. 


Seasons  change.  People  change.  Change  is  inevitable 

and  change  is  good.  But  for  all  the  difference 
the  Odyssey  will  make  in  your  life,  you'll  still  wake  up 
in  the  morning  the  same  person. 


from  the  lumberyard,  and  it's  down  in  a  flash. 


The  Odyssey.  Fighting  the  good  fight  against 


the  ordinary.  For  a  full  brochure,  give  us  a  call  at 


1-800-33-HONDA,  ext.  156.  Or,  if  you  prefer,  visit 


us  on  the  Internet  at  www.honda.com. 

The  Odyssey 


Want  to  slow  the  litigation  monster? 
Remind  Congress  to  stop 
passing  vague  do-gooder  laws. 


Un-Natural 
justice 


By  Brigid  McMenamin 

Everybody  gripes  about  the  American  justice  system. 
Horrendously  expensive.  Unpredictable.  Clogged  courts. 
All  unfortunately  true. 

Federal  judges  are  swamped,  right  now  facing,  on  aver- 
age, 416  civil  cases  each,  nearly  23%  more  than  in  1990. 
Last  year  the  number  of  suits  filed  in  federal  courts  was 
up  8%,  from  248,335  in  1995  to  269,132  in  1996.  As 
recently  as  1990,  217,879  suits  were  filed. 

Judges  are  working  harder.  Last  year  they  disposed  of 
250,387  cases,  9%  more  than  in  1995.  They  still  ended 
the  year  with  252,753  cases  pending,  an  8%  increase  in 
the  backlog.  The  number  of  suits  languishing  three  years 
or  more  surged  38%  last  year,  to  over  16,000. 

Overwhelmed,  the  judiciary  is  begging  Congress  for  55 
new  judges.  Congress  loves  to  pass  laws.  Federal  spend- 
ing on  the  judiciary,  at  $3.26  billion,  is  up  60%  from 
1991,  but  no  amount  of  money  will  undog  the  federal 
courts. 

So  judges  lean  on  lawyers  to  setde 
fast — on  any  terms. 

As  with  so  much  in  the  world,  the 
trouble  started  with  a  bad  idea,  a 
19th-cenmry  legal  doctrine  known  as 
positivism.  Posidvism  teaches  that  all 
rights  are  man-made  and  can  be 
granted  or  taken  away  by  man. 

Positivism  rejected  the  older 


Scoffing  at  natural  rights 
recognized  in  the 
Declaration  of  Independence, 
Congress  chums  out  reams 
of  "rights"  that  clog  courts— 
and  destroy  our  liberty. 


idea  that  there  are  natural,  inalienable  rights,  such  as 
liberty  and  property.  Positivism  facilitated  many 
appealing  reforms,  but  it  also  helped  justify  Nazism 
and  communism. 

Politicians  who  may  not  have  known  the  difference 
between  positivism  and  Presbyterianism  saw  in  it  a  way  to 
create  new  rights  to  delight  the  voters.  Social  engineering 
types  embraced  positivism  as  a  way  to  change  society  to 
their  liking. 

In  a  sense  Americans  can  blame  Oliver  Wendell 
Holmes.  Yes,  that  benign  gentleman  and  scholar.  "Noth- 
ing but  confusion  of  thought  can  result  from  assuming 
that  the  rights  of  man  in  a  moral  sense  are  equally  rights 
in  the  sense  of  the  Constitution,"  wrote  Holmes  in  his 
1897  treatise  The  Path  of  the  Law. 

Holmes  meant  well.  He  wanted  to  temper  law  with 
compassion.  But  in  so  doing,  he  was  substituting  his  per- 
sonal feelings  for  objective  law. 
Holmes  was  outraged  at  the  child 
labor  he  saw  in  his  native  Massachu- 
setts. He  wanted  the  government  to 
ban  it.  His  feelings  for  children  did 
not,  however,  extend  to  black  chil- 
dren; as  a  Justice  of  the  Supreme 
Court  in  1931,  he  rejected  challenges 
to  the  separate-but-equal  subterfliges 
used  in  southern  states  to  give  black 
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Are  ingrown  toenails, 
migraines  and  flu  serious 
health  conditions? 
Leave  it  to  the  courts 
to  decide. 


kids  an  inferior  education.  Holmes 
wasn't  a  hypocrite;  he  was  simply 
using  his  personal  feelings,  rather 
than  objective  standards,  to  decide 
what  was  right  or  wrong. 

The  U.S.  W2LS  founded  on  the  con- 
cept of  natural  law.  It's  in  the  Decla- 
ration of  Independence,  which  pro-  BHIM 
claims  life,  liberty  and  the  pursuit  of 
happiness  as  innate  rights  o(  mdin,  not  privileges  granted 
at  the  whim  of  government. 

Thomas  Jefferson  didn't  just  dream  up  this  idea.  It's  as 
old  as  Western  civilization.  In  Sophocles'  441  B.C.  tragedy 
Antigone,  the  eponymous  heroine  cites  natural  law  to  jus- 
tify burying  her  brother's  corpse  in  defiance  of  the  king's 
order  to  leave  it  out  as  "a  dinner  for  the  birds  and  for  the 
dogs."  The  Roman  orator  Cicero  maintained  that  natur- 
al law  is  discovered  bv  reason. 


"There  is  in  fact  a  true  law — 
namely,  right  reason — which  is  in 
accordance  with  nature,  appUes  to  all 
men  and  is  unchangeable  and  eter- 
nal," he  wrote  around  50  B.C.  in  On 
the  Commonwealth,  a  work  dear  to 
the  Founding  Fathers. 

In  the  Middle  Ages  reason  gave 
way  to  faith,  but  in  the  1 3th  century 
the  Catholic  theologian  Saint  Thomas  Aquinas  dusted  off 
Aristotle  and  began  to  rehabilitate  reason  and  the  concept 
of  natural  rights.  Enlightenment  figures  like  John  Locke 
picked  up  the  torch. 

Steeped  in  Cicero  and  Locke,  our  Founding  Fathers 
took  these  ideas  one  step  fiirther,  maintaining  not  simply 
that  man  has  natural  rights  but  that  the  very  purpose  of 
government  is  to  protect  them.  Positivism  said  that  there 
was  no  such  thing  as  natural  rights.  All  law  is  man-made. 
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Human  beings  not  only  have  natural  hghts,  the  very  purpose  of  government  is  to 
protect  them.  Laws  that  subordinate  life,  liberty  or  property  to  vague  notions  of 
"the  common  good"  inevitably  lead  to  injustice. 


That  meant  the  law  could  advance  the  common  good  at 
the  expense  of  individuals. 

Holmes  departed  from  the  principles  of  natural  law.  He 
sputtered  with  rage  as  the  Supreme  Court  majority  shot 
down  laws  forbidding  bakers  to  toil  more  than  ten  hours 
a  day  ( 1905),  banning  interstate  shipment  of  goods  made 
by  children  (1918),  prohibiting  "yellow  dog"  contracts, 
which  required  that  workers  not  join  unions  (1915), 
fixing  minimum  wages  for  women  (1923)  and  outlawing 
the  teaching  of  German  in  schools  (1923). 

Few  people  of  good  will  would  disagree  with  the  sen- 
timents of  the  laws  Holmes  defended,  yet  these  same 
principles  led  inevitably  to  the  present  mess  in  our  courts. 
Holmes  was  no  radical,  just  a  decent  man  with  decent 
sympathies,  but  he  was  opening  a  hornet's  nest.  Hence- 
forth laws  could  be  be  passed  against  anything  any  group 
disliked,  even  if  their  enforcement  trod  on  other  people's 
rights. 

By  1930  New  York  lawyer  Jerome  Fraiik  actually  pro- 
claimed that  the  ancient  quest  for  objective  legal  princi- 
ples was  nothing  more  than  a  symptom  of  a  Freudian  yen 
for  a  father  figure.  Frank's  legal  realism  concept  gave  pos- 
itivism a  certain  scientific  glamour  that  helped  undermine 
judges'  resolve  to  oppose  popular  but  unjust  laws  on  prin- 
ciple, earning  him  a  federal  judgeship. 

Positivist  Supreme  Court  Justice  Owen  Roberts,  in 
1934,  moved  the  doctrine  even  deeper  into  American  life 
by  upholding  a  law  fixing  milk  prices.  "[A]  state  is  free  to 
adopt  whatever  economic  policy  may  reasonably  be 
deemed  to  promote  public  welfare,"  he  opined,  oblivious 
to  the  fact  that  Nazis  were  using  the  same  argument 
to  persecute  the  Jews,  and  the  Bolsheviks  to 
murder  the  kulaks. 

Positivism  gave  Congress  license  to 
enact  statutes  at  whim,  and  also  gave 
judges  license  to  interpret  the  laws 
according  to  their  own  predilec- 
tions— just  as  Holmes  had. 

Consider  the  way  product  liability 
suits  have  evolved,  not  through  well- 
written  laws  but  by  judicial  whim. 
Faced  with  a  plaintiff  injured  by  a 
faulty  car  steering  wheel,  in  1916 
New  York  judge  Benjamin  Cardozo 
decided  to  hold  the  manufacturer 
liable. 

Cardozo  said  that  if  the  makers  of 
dangerous  products  were  on  the 
hook,  so  too  should  be  the  makers  of 
anything  that  might  be  dangerous  if 
negligently  macle.  Other  judges, 
acting  on  their  own  convictions 


Are  tubby  troopers  disabled, 
or  just^^?  Political  gang 
warfare  produces  big, 
sloppy,  vague  laws  that 
invite  frivolous  suits. 


rather  than  on  any  law,  roped  in  wholesalers  and  other 
middlemen. 

The  plaintiff  still  had  to  prove  that  the  makers  were 
negligent.  Which  often  proved  difficult,  especially  when 
it  came  to  food,  an  obsession  after  publication  of  Upton 
Sinclair's  The  Jungle  in  1906.  One  by  one,  positivist 
judges  simply  decided  that  "the  public  interest"  requires 
safe  products.  It  was  no  longer  required  that  negligence 
be  proved.  Manufacturers  would  be  held  liable  for  making 
defective  products  even  if  they'd  done  all  they  could  to 
make  them  safe. 

Even  the  most  well-intentioned  laws ^et  extended  and 
corrupted.  The  Civil  Rights  Act  of  1964  forbade  discrim- 
ination based  on  race,  religion,  national  origin  or  sex,  but 
only  the  Attorney  General  could  sue  employers.  In  1972 
Congress  expanded  the  act  so  the  federal  employment 
commission  could  take  private  companies  to  court,  too. 
This  was  a  considerable  leap. 

Congress  thereby  created  a  new  "right" — the  right  to 
be  free  from  discrimination.  To  appease  constituents,  they 
made  it  apply  not  only  to  hiring  and  pay  but  also  to  all  of 
the  other  "terms,  conditions,  or  privileges  of  employ- 
ment." Which  could  include  almost  anything. 

Because  this  "right"  is  so  vague  to  begin  with,  judges 
interpret  it  according  to  their  own  whims.  As  a  result,  it 
is  almost  impossible  for  a  rational  person  to  know  how  to 
interpret  the  laws.  A  recruiter  at  a  large  midwestern  hos- 
pital displayed  religious  pictures  on  her  desk,  which  made 
applicants  uncomfortable. 

Fearing  that  job-seekers  might  sue,  a  supervisor  told 
the  recruiter  to  put  them  away.  The  recruiter  quit  and 
sued  the  hospital,  claiming  her  supervi- 
sor discriminated  against  her  because  of 
her  religious  activities.  The  hospital  lost 
and  faces  $80,000  in  damages,  to  say 
nothing  of  its  legal  bills. 

At  first  some  judges  said  sexual 
harassment  wasn't  discrimination  by 
the  terms  of  the  civil  rights  law. 
Others  said  it  was  only  if  the  boss 
threatened  to  fire  the  woman  for 
resisting  his  advances. 

In  the  1980s,  prodded  by  Catharine 
MacKinnon,  a  radical  law  professor, 
the  courts  simply  extended  the  law.  In 
1986  the  Supreme  Court  ruled  that 
sexual  harassment  required  no  demand 
for  sex,  just  a  "hostile  environment." 

What's  that.>  The  Court  said  intim- 
idation, ridicule  and  insult  alone 
could  qualify,  provided  it  was  suffi- 
ciently pervasive  or  severe.  All  over 
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Spineless  judges  don't  even  question  laws  that  chip  away 

at  our  fundamental  rights.  But  they're  quick  to  dream  up  their 

own  clever  methods  of  redistributing  wealth  and  power  as  they  see  fit. 


im 


Let  the 
punishment 
fit  the  crime 

Time  was  when  courts 
awarded  winning  plaintiffs 
just  enough  money  to 
compensate  for  the  harm 
suffered.  Only  if  the 
defendant  had  done  some- 
thing particularly  evil, 
with  extreme  recklessness 
or  actual  intent  to  injure, 
would  a  court  order  him 
to  pay  the  plaintiff  some- 
thing extra.  In  contract 
cases,  punitive  damages 
were  almost  nonexistent. 
Punishment  was  generally 
left  to  the  criminal  courts. 


But  as  objective  law  has 
eroded,  so  too  has  the  dis- 
tinction between  compen- 
sation and  punishment. 
Today  punitive  damages 
are  routinely  sought  and 
often  awarded,  inspiring 
fear  among  defendants 
and  driving  setdements 
higher.  A  survey  of  south- 
ern California  courts 
showed  demands  for  puni- 
tive damages  in  27%  of  all 
civil  suits.  In  parts  of 
Alabama,  more  than  90% 
of  all  plaintiffs  demand 
punitive  damages. 

It's  a  regular  lottery, 
and  law^^ers  can  calculate 
the  odds.  In  employment 
suits,  for  instance,  27%  of 


all  winning  plaintiffs 
receive  punitive  damages, 
averaging  nearly  $2.9  mil- 
lion. In  tort  cases,  by  con- 
trast, only  4%  of  wanning 
plaintiffs  get  punitives  that 
average  at  just  $589,820; 
those  exposed  to  toxic 
substances  average  $1.7 
million. 

Throwing  out  the  noto- 
rious $4  million  judgment 
last  year  against  the  Alaba- 
ma BMW  dealer  who  sold  a 
customer  a  repainted  car, 
the  Supreme  Court  said 
that  award  was  so  out  of 
proportion  to  reality  that 
it  violated  due  process. 

The  Court  also  set 
some  guidelines  for  puni- 


tives. It  said  that  the  rea- 
sonableness of  punitives 
depends  upon  the  degree 
to  which  the  defendant's 
conduct  is  reprehensible. 
Absent  extreme  circum- 
stances, punitive  damages 
of  four  times — even  ten 
times — actual  damages 
might  be  acceptable,  the 
Court  said. 

Many  federal  courts 
have  taken  heed.  In  Janu- 
ary the  Court  of  Appeals 
for  the  Eighth  Circuit,  for 
instance,  reduced  a  $50 
million  sexual  harassment 
award  against  Wal-Mart  to 
$350,000,  or  ten  times 
actual  "damages." 

-B.McM.  H 


the  land  the  sound  of  ripping  could  be  heard  as  tens  of 
thousands  of  pinup  photos  were  torn  from  walls. 

But  insulting  to  whom?  How  frequent?  How  severe? 
There  was  really  no  standard  at  all.  Without  standards, 
juries  inevitably  make  subjective  decisions. 

"Well,  she  said  she  was  harassed,  and  that  was  enough," 
Seattle  employer  defense  attorney  Sheryl  Willert  quotes  a 
juror  as  saving  following  a  verdict  Willart  lost.  Award: 
$230,000. 

Further  broadening  the  law,  the  Supreme  Court,  in 
1993,  held  that  even  if  the  employee  suffered  no  ill  effects 
there  could  be  a  "hostile  environment."  Was  any  of  this 
in  the  c\vi\  rights  law?  Of  course  not. 

In  these  vague  interpretations  the  whole  concept  of  tort 
law  is  thrown  out.  Tort  law  requires  plaintiffs  to  show 
some  injury  in  order  to  collect.  Since  that  ruling  on  hos- 
tile environments,  the  number  of  yearly  sexual  harassment 
complaints  has  shot  up  by  30%,  to  16,000  per  year. 

In  New  York  City  a  jury  recendy  tossed  out  a  discrim- 
ination claim  by  handyman  Efrain  Ramirez,  but  the  jury 
went  on  to  award  him  S2.5  miUion  an>^vay.  Why?  His 


boss  reassigned  him  to  a  less  desirable  post  after  he'd 
complained.  The  jury  figured  that  the  boss  had  reassigned 
him  in  retaliation  for  filing  the  suit. 

The  infamous  Americans  with  Disabilities  Act,  passed 
in  1990  and  signed  into  law  by  a  Republican  President, 
George  Bush,  requires  employers  to  make  "reasonable 
accommodations"  to  employ  "qualified"  disabled 
workers. 

The  law  not  only  forbids  discriminating  against  disabled 
folks,  but  also  goes  on  to  penalize  employers  who  dis- 
criminate against  people  they  believe  are  disabled.  When 
Ohio  State  Highway  Patrol  chief  Thomas  Rice  told  his 
troops  there'd  be  no  more  overtime  or  promotions  until 
they  lost  weight,  Ronald  Andrews  and  75  other  dough- 
nut-loving, cream-and-sugar-in-my-coffee  troopers  took 
him  to  federal  court  claiming  he  thought  they  were  dis- 
abled. Why  not?  That's  exacdy  what  the  law  says. 

It  took  the  state  of  Ohio  more  than  a  year  to  convince 
a  federal  judge  that  chief  Rice  wasn't  discriminating 
against  disabled  cops — just  against  fat  cops.  The  cops 
appealed,  forcing  a  federal  appeals  court  to  repeat  the 
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exercise,  littering  the  federal  docket  for  over  three  years. 

An  estimated  1,337  federal  suits  were  filed  in  1995 
under  the  Disabilities  Act,  up  from  just  13  in  1992.  Far 
from  helping  the  truly  disabled,  the  law  probably  hurts 
them,  making  employers  reluctant  to  take  on  disabled 
people  for  fear  they'll  be  unable  to  get  rid  of  them  if  they 
prove  incompetent. 


Even  more  open-ended  is  the 
Family  &  Medical  Leave  Act,  the 
1993  federal  law  that  gives  workers 
up  to  12  weeks  off  to  deal  with  "seri- 
ous health  conditions." 

In  the  first  three  years  since  the 
family  leave  law  kicked  in,  some 
8,358  workers  complained  to  the 
Labor  Department.  Many  have  sued, 
mostly  claiming  that  they  weren't 
allowed  time  off  for  a  "serious" 
health  condition. 

What's  a  "serious"  condition.^  The 
law  doesn't  define  it,  so  it  winds  up 
being  anything  a  judge  thinks  it 
should  be.  Three  years  ago  a 
Philadelphia  federal  judge  ruled  that 
a  4-year-old's  102 -degree  fever,  ear 
infection,  runny  nose  and  vomiting 
weren't  serious  enough  to  justify  his 
mother's  taking  five  days  off  from 
work  at  Provident  Mutual  Life. 

Yet  one  year  later  a  federal  judge  in 
Tennessee  decided  a  3-year-old's 
100.4-degree  fever,  sore  throat, 
cough  and  runny  rose  were  suffi- 
ciently serious  to  justify  her  mother's 
taking  two  davs  off  from  Oshkosh 
B'Gosh. 

In  both  cases  the  employer  was 
lucky  that  the  facts  were  clear,  so  the 
judge  was  willing  to  make  a  decision. 
If  the  case  raises  any  questions  of  fact, 
the  plaintiff  has  a  right  to  a  trial.  And 
vague  laws  almost  always  raise  lots  of 
questions  of  fact.  So  if  the  parties 
won't  settle,  the  judge  has  no  choice 
but  to  hold  a  trial. 

That's  why  though  only  about  3% 
of  all  federal  cases  make  it  all  the  way 
to  trial,  9%  of  employment  discrimi- 
nation cases  do.  Although  they  rep- 
resent just  8%  of  the  federal  caseload, 
they  make  up  17%  of  the  trials. 

Take  the  case  of  the  ingrown  toe- 
nail. June  Manuel  was  a  machine 
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Who  profits  from  touchy- 
feely  justice?  Certainly  not 
average  Americans,  at  the 
mercy  of  laws  they  can't 
even  comprehend.  But  it 
means  big  bucks  for  lawyers. 


operator  at  Westlake  Polymers'  Lake  Charles,  La.  plant. 
She  often  called  in  sick,  as  many  as  49  days  one  year. 
Manuel  once  took  4  days  off  because  her  cat  had  died. 
Her  boss  warned  her  that  this  couldn't  go  on. 

When  she  took  a  month  off  for  an  infected  ingrown 
toenail,  her  boss  warned  her  it  was  her  last  chance.  The 
next  time  Manuel  called  in  sick,  Westlake  fired  her. 

Manuel  sued,  but  a  federal  judge 
threw  out  the  case,  reasoning  that 
since  Manuel  had  never  even  men- 
tioned needing  medical  leave.  West- 
lake  could  not  very  well  be  expected 
to  have  known  how  painfiil  the  afflic- 
tion was. 

An  appeals  court  reversed  the  deci- 
sion, noting  that  the  law  doesn't 
actually  require  the  employee  to  tell 
her  boss  she's  seriously  ill.  Manuel 
was  thus  entided  to  a  trial  on  whether 
Westlake  should  have  guessed  that 
she  might  have  been  ill  enough  to 
have  been  granted  a  leave. 

On  the  eve  of  trial  the  parties  set- 
tled for  less  than  $20,000,  most  of 
which  went  to  Manuel's  lawyer. 
Westlake  had  spent  an  estimated 
$100,000  in  legal  fees.  And  when  the 
smoke  cleared,  the  law  was  no  clear- 
er than  before. 

The  Comprehensive  Environmen- 
tal Response  Compensation  &  Lia- 
bility Act  of  1980  had  as  its  stated 
purpose  making  owners  liable  for 
cleaning  up  land  contaminated  by 
hazardous  waste.  Reasonable  sound- 
ing but  riddled  with  vagueness.  The 
lawmakers  also  made  subject  to 
penalties  lenders  who  "participated  in 
the  management"  of  the  properties. 
Whatever  that  meant. 

Fearing  that  even  the  most  routine 
contact  witii  their  clients  would  bring 
liabilit)',  banks  pulled  back  their  lend- 
ing. It  was  an  impossible  situation,  so 
the  Environmental  Protection 
Agency  came  up  with  a  rule  in  1992 
that  told  bankers  just  how  far  they 
could  go. 

That  rule  was  overturned  in  court, 
so  Congress  created  laws  dictating  in 
some  detail  preciselv  how  banks  must 
deal  with  their  customers  in  order  to 
avoid  liability. 

More  work  for  lawyers  and  more 
expense  for  business,  but  it  is  rather 
doubtful  that  these  additional 
regulations  lead  to  any  less 
dumping. 

Federal  and  state  laws  forbid  pack- 
aging that  makes  the  contents  seem 
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Until  the  Supreme  Court  gets  tough,  politicians  and  judges, 

eager  to  appear  compassionate,  will  go  on  manufacturing  laws 

that  force  courts  to  do  what  they  simply  cannot— micromanage  our  lives. 


larger  than  they  really  arc.  The  laws 
don't  define  how  big  is  too  big.  The 
legislators  got  credit  for  protecting 
consumers.  How  do  you  define 
deceptive  packaging?  Let  the  courts 
figure  it  out. 

Donald  DriscoU,  a  San  Francisco- 
area  lawyer,  has  his  mother  go 
around  squeezing  packages  in  stores 
until  she  finds  one  that  might  be  too 
big  for  its  contents.  Over  the  past  few 
years  DriscoU  has  sued  dozens  of 
manufacturers — forcing  most  of  them 
to  settle  rather  than  to  endure  costly 
trials  where  the  outcome  is  very 
much  a  lottery. 

One  result  of  the  lottery-like 
nature  of  these  legal  decisions: 
The  number  of  appeals  from  feder- 
al court  verdicts  shot  up  by  6%  just 
between  1995  and  1996.  Federal 
appeals  courts,  too,  are  falling 
behind.  They  began  1997  with 
24,563  cases  pending,  up  7%  from 
the  previous  year,  with  a  17%  in- 
crease in  employment  discrimina- 
tion suits  on  appeal. 

In  1984  Lockheed  hired  Jeffrey  Heard  to  make  train- 
ing videos.  Everything  was  fine  until  1990,  when  he 
pleaded  guilty  to  cocaine  possession.  While  Heard  was 
awaiting  sentencing,  his  boss  had  to  take  him  off  any 
assignment  that  might  involve  classified  information  or 
out-of-state  travel.  Lockheed's  role  as  a  defense  contrac- 
tor dictated  that.  Result?  Heard's  performance  lagged  so 
he  didn't  get  the  average  5%  merit  raise. 

Heard,  a  black  man,  cried  discrimination  and  sued 
Lockheed.  After  evidence  was  presenteci  that  other  low- 
rated  performers  were  also  denied  merit  raises  and  that 
tliree  of  these  were  white,  the  jury  found  for  Lockheed. 

An  appeals  court  reversed  the  decision,  saying  the  judge 
shouldn't  have  required  Heard  to  show  that  similarly  sit- 
uated whites  were  treated  differently.  In  effect,  the  jury 
should  have  had  a  chance  to  decide  the  case  based  on  the 
boss'  attitude.  That  means  another  trial. 


All  these  vague  laws 
are  beginning  to 
merge,  putting 
employers  in  an 
impossible  position. 


All  of  these  vague  laws  are  begin- 
ning to  merge,  putting  businesses, 
especially  small  businesses  that  can't 
afford  legal  bills,  in  an  impossible 
position.  Last  spring  a  male  systems 
analyst  at  the  University  of  Chicago 
Hospitals  was  luring  colleagues  into 
his  office  to  view  raunchy  Web  sites. 
Some  women  complained.  Taking  no 
chances,  his  boss  fired  the  man. 
Gotcha! 

The  systems  analyst  proceeded  to 
reveal  that  he  has  multiple  sclerosis. 
He  said  that's  the  real  reason  he  was 
fired,  which  would,  of  course,  be  a 
clear  violation  of  the  Americans  with 
Disabilities  Act.  The  Equal  Employ- 
ment Opportunity  Commission 
believed  the  supervisor  did  not  know 
about  the  MS,  but  "suggested"  the 
hospital  pay  the  ex-employee  $8,000 
anyway.  (The  EEOC  has  since  backed 
down.) 

Politicians — eager  to  appear  sympa- 
thetic to  suffering  and  injustice, 
whether  man-made  or  God-made — 
keep  turning  out  more  and  more  laws.  Most  of  these  laws 
seek  to  benefit  one  group  at  the  expense  of  another  group. 

They  are  so  vaguely  written  that  a  cynic  might  con- 
clude they  were  written  by  lawyers  for  the  benefit  of 
other  lawyers.  For — remember  this — the  growth  of  the 
plaintiff's  bar  leads  inexorably  to  expansion  of  the 
defense  bar. 

But  don't  blame  the  lawyers.  They  do  only  what  a  free 
enterprise  system  permits  them  to  do:  Find  a  market  and 
profit  by  serving  it. 

What,  if  anything,  can  be  done?  "The  laws  of  a  proper 
legal  system  must  be  objectively  derived,  formulated, 
enacted,  applied  and  enforced,"  says  Maryland  lawyer 
Thomas  A.  Bowden,  who  writes  and  lectures  on  objec- 
tive law. 

Fat  chance — so  long  as  Americans  think  it  is  the  fed- 
eral government's  dut\'  to  right  all  the  wrongs  and  unfair- 
ness on  God's  earth.  WM 


Do  you  want  to  know  more  about  objective  law — as  opposed  to  the  subjective  law  that  prevails  today? 

Listen  to  Concretizinjj  the  Principles  of  Objective  Law,  four  one-hour  tapes  available  for  $39.95  ft-om 

Second  Renaissance  Books, 

143  West  St.,  New  Milford,  Conn.  06776; 

1-800-729-6149;  E-mail  secondr@aoI.com. 
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PARK  AVtNUE'<BUICK 

THE  POWER  Of  UNDERSTATEMENT 


Taxes,  license,  title  fees  and  insurance  extra.  36,000  miles  allowed.  GMAC  must  approve  lease.  Example  based  on  specially  equipped  model.  Payments  may  be  higher 
in  AL,  CA,  CT,  HI,  ID,  NY,  OR,  Rl,  TX,  VA  and  WA.  You  must  take  retail  delivery  out  of  dealer  stock  by  June  30, 1997.  See  your  participating  dealer  for  qualification  details. 
Park  Avenue  Ultra  shown. 
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"length  of  contract  is  limited.  Other  finance  rates  available  as  length  of  contract  increases.  Dealer  financial  participation  may  affect  consumer  cost.  You  must  take  retail  delivery  from  dealer  stock 
March  12, 1997  through  June  30, 1997.  See  your  participating  dealer  for  qualification  details. 


For  information,  visit  our  Web  site  at  http://www.parkavenue.buick.com  or  call  1 -800-4A-BUICK.  ©1 997  GM  Corp.  All  rights  reserved.  Park  Avenue  is  a  registered  trademark  of  GM  Corp.  Buckle  up,  America! 


GLOBAL  DEREGULATION 

IN  THE  NEW  GLOBAL  ECONOMY,  FREEDOM  FROM 
EXCESSIVE  REGULATION  IS  A  STRONG  ASSET. 
JAPAN  IS  MOVING  IN  THE  RIGHT  DIRECTION. 
GERMANY  AND  FRANCE  AREN'T,  AND  THEY  ARE  PAYING  THE  PRICE. 


German  industry  is  fleeing  Germany.  Why? 

Deutsche 
hegiira 


By  Howard  Banks 


]30 


A  CENTURY  AND  A  H.\LF  AGO  millions 

of  German  peasants  crossed  the  ocean 
to  find  new  homes  in  the  Americas. 
They  were  fleeing  a  rigid  social  and 
economic  system  and  seeking  oppor- 
tunity for  their  children. 

In  the  1990s  it  is  German  industry 
that  is  emigrating,  and  for  many  of 
the  same  reasons  that  drove  the 
ancestors  of  so  many  of  today's 
Americans  from  their  old  homes. 

German  industry  has  lost  none  of 
its  technological  and  managerial 
prowess,  but  products  made  in  Ger- 
many are  becoming  increasingly 
uncompetitive  in  cost.  The  latest 
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Source;  OECD. 

Since  the  mid-1980s  German  industry  lias  been  a  major  investor 
outside  Germany.  But  foreign  firms,  turned  off  by  Germany's 
high  costs,  have  largely  shunned  the  country  as  a  place  to  invest. 


survey  by  the  Institut  der  deutschen 
Wirtschaft  shows  that,  on  average, 
industrial  labor  now  costs  $31.76  an 
hour  in  western  Germany  and  $20.82 
in  the  eastern  part,  versus  $20.26  in 
France,  $14.63  in  Britain  and  around 
$17.50  aniiour  in  the  U.S. 

Since  there  is  no  way  that  German 
workers  can  be  worth  55%  more  than 
U.S.  workers,  the  consequences  are 
predictable.  National  statistics  are  not 
available  for  the  number  of  jobs  that 
German  companies  have  created 
abroad,  but  the  picture  is  clear  at  the 
company  level,  as  our  table  (see 
below)  shows.  Nearly  every  day 
reports  tell  of  expansion  in  the  U.S. 
or  abroad  by  a  German  company. 
The  latest:  Bayer  Corp.,  the  U.S.  sub- 
sidiary of  German  Bayer  Group, 
which  announced  last  month  it 
planned  investing  a  further  $6  billion 
in  the  U.S.  by  2000. 

It  is  not  merely  the  level  of  wages 
that  is  driving  these  good  Germans 
away  from  their  homeland.  The  cor- 
porate restructuring  that  has  made 
U.S.  industry  so  much  more  compet- 
itive in  the  past  decade  and  a  half  is 
almost  impossible  in  Germany.  Blame 
the  unions  in  part.  Blame  the  stuffy 
German  business  establishment,  too. 

The  attempted  $5  billion  hostile 
takeover  of  Thyssen  by  Gerhard 
Cromme,  chairman  of  Fried.  Krupp- 
Hoesch,  was  immediately  blocked  by 
the  powerful  steel  industry  union,  IG 
Metall,  with  the  backing  of  the  oppo- 
sition Social  Democratic  Party.  The 


proposed  takeover  made  economic 
and  operational  sense. 

But  it  wasn't  just  that  the  unions 
were  against  the  deal.  That  it  was 
hostile  aroused  the  opposition  of 
much  of  the  German  business  estab- 
lishment. The  deal  was  right,  but  it 
wasn't  polite.  But  this  hostile 
takeover  would  have  been  a  done 
deal  in  the  U.S.,  or  even  the  U.K. 
Not  in  Germany. 

Instead  of  an  outright  merger,  the 
two  companies  will  combine  their 
steel  operations.  Thyssen's  threatened 
managers  will  run  the  merged  steel 
operation.  And  to  win  a  union  okay 


the  companies  had  to  agree  not  to  lay 
off  more  than  a  handflil  of  people  for 
at  least  three  years.  The  combination 
will  do  little  to  reduce  overcapacity  in 
the  German  steel  sector  or  to  make 
the  new  operation  world-competitive. 

A  few  weeks  earlier,  in  Germany's 
coal  industry,  union  diehards  and 
their  political  allies  won  an  even  more 
smashing  victory.  In  an  effort  to 
reduce  Germany's  budget  deficit. 
Chancellor  Helmut  Kohl's  Christian 
Democrat-led  coalition  proposed  to 
reduce  the  $5.24-billion-a-year  sub- 
sidy for  Germany's  out-of-date  coal 
industry.  This  subsidy  is  equal  to 


Is  this  any  way  to  run  an  economy? 

Company/business 


BASF/chemicals,  pharmaceuticals 
Daimler-Benz/cars,  trucks  and  aerospace 
Henkel  kGaA/chemicals 
Hoechst/chemicals,  pharmaceuticals 
Krupp/steel 

MAN  Group/capital  equipment 
Mannesmann  AG/machinery 
Metallgesellschaft/materials 
SAP/software 

Siemens/electrical  and  electronic 
Veba/energy  and  transport 


 1985  employment- 
German  foreign 

% 
foreign 

German 

-1995  employment- 
foreign 

% 
foreign 

87,292 

42,881 

32.9% 

63,715 

42,850 

40.2% 

257,538' 

62,427 

19.5 

242,086 

68,907 

22.2 

16,006 

15,015 

48.4 

14,684 

27,044 

64.8 

61,642 

118,919 

65.8 

39,108 

122,510 

75.8 

59,978 

7,424 

11.0 

49,112 

17,240 

26.0 

52,264^ 

8,513 

14.0 

45,085 

11,418 

20.2 

77,174' 

32,280 

29.5 

78,015 

41,660 

34.8 

21,384 

3,458 

13.9 

18,571 

4,870 

20.8 

749' 

191 

20.3 

4,345 

4,851 

52.8 

240,000 

108,000 

31.0 

211,000 

162,000 

43.4 

68,689' 

5,361 

7,2 

125,158 

24,930 

16.6 

Since  1985,  with 
the  exception  of 
SAP  and  Veba, 
these  big  German 
companies  have 
cut  jobs  at 
home— absolutely 
and  relatively— 
while  creating 
thousands  of 
new  jobs  in 
other  countries. 


'Figures  are  for  1986.  'Figures  are  for  1987.  ^Figures  are  for  1988. 
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Thyssen  steelworkers  protesting  outside  Deutsche  Bank's  Frankfurt  tieadquarters 
Krupp's  hostile  bid  made  economic  sense,  but  Germans  like  their  security. 


$61,650  a  year  for  every  one  of  the 
85,000  German  mining  jobs.  It 
would  be  cheaper  to  retire  most  of 
the  work  force  on  full  pay  than  to 
keep  them  digging. 

The  Kohl  government  didn't  pro- 
pose eliminating  the  subsidy.  It 
mcrelv  proposed  cutting  it  by  reduc 
ing  the  85,000  work  force  to  25,000 
by  2003.  Mass  marches  by  egg- 
throwing  union  mobs,  backed  by 
local  opposition  politicians,  forced 
the  Kohl  government  into  a  humili- 
ating cave-in.  It  will  leave  the  work 
force  at  39,000  miners,  and  the  sub 
sidy  per  job  will  increase  to  $87,000 
a  year.  German  coal  today  costs 
around  $180  a  ton,  versus  around  a 
$65-a-ton  world  price. 

Construction  workers,  too,  took  to 
the  streets  in  Bonn,  still  the  seat  of 
national  government,  to  protest  job 
cuts.  Once  again  protest  worked:  The 
Kohl  government  caved  in  here,  too, 
agreeing  to  pump  another  $7.5  bil- 
lion into  construction  projects. 

Much  of  the  business  establish- 
ment is  hardly  more  progressive  than 
the  unions  and  politicians.  Dieter 
Vogel,  chairman  of  Thyssen,  called 
Cromme's  unwelcome  bid  for  his 
company  "Wild  West  tactics" — code 
for  vulgar,  American -st\'le  behavior. 

In  Germany  it  is  still  difficult  and 
costly  to  fire  anybod\'.  The  workweek 
is  restricted,  with  overtime  rates 
being  paid  after  37.5  hours,  35  hours 
in  the  metals  industry.  And  long  paid 
vacations,  averaging  six  weeks,  plus 
liberal  sick  leave  (which  leads  to  high 
absenteeism)  means  that  Germans 
work  much  less  of  the  year  than 
American  or  British  workers. 

Germany  is  paying  a  terrible  price 
for  this  refusal  to  change.  German 
unemployment  is  now  running  at 
around  a  12%  unadjusted  rate  and 
seems  to  be  on  a  rising  trend.  When 
labor  is  overpriced,  employers  will 
shop  elsewhere. 

Even  this  unpleasantly  high 
number  disguises  the  real  level  of  job- 
lessness in  Germany.  Government- 
funded  training  schemes  are  mostly 
litde  more  than  disguised  unemploy- 
ment insurance.  This  and  early  retire- 
ment probably  add  another  4%  to  5% 
to  Germany's  real  unemployed. 

To  keep  the  jobless  quiet,  the  gov- 
ernment supports  them  with  high 


benefits.  With  at  least  one  child,  the 
unemployed  can  collect  57%  of  their 
former  income  indefinitely,  tax  free, 
with  more  for  tlie  first  six  months  on 
the  dole. 

Around  1988,  when  U.S.  corpo- 
rate restructuring  was  at  its  height, 
German  companies  began  to  invest 


abroad  (see  chart,  p.  131).  Until  then, 
German  companies  had  done  little 
direct  investment  abroad  in  compar- 
ison with  companies  in  most  large, 
industrialized  countries,  especially  the 
U.S.  and  the  U.K.  Now  the  Germans 
are  catching  up. 

While  the  U.S.  was  sending  money 
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and  jobs  overseas,  foreigners  were 
sending  money  and  jobs  to  tlie  U.S.  as 
well.  It  was  a  two-way  flow.  In  Ger- 
many's case  the  flow  is  all  one  way — 
out.  Thomas  Hatzichronoglou,  a 
noted  expert  on  global  business  trends 
with  the  Organization  for  Economic 
Cooperation  and  Development,  says 
that  foreign  firms  with  operations  in 
Germany  are  cutting  back  there.  "In 
1 99 1  foreign  affiliates  in  Germany 
employed  963,000  people.  By  1994, 
the  latest  detailed  survey  we  have,  that 
was  down  to  799,600,  and  fi-om  what 
we  know  that  number  continues  to 
fall,"  he  says. 

The  resiflting  unemployment 
explains  why  Germany  is  having  such 
trouble  reducing  its  public  sector 
budget  deficit  sufficiendy  to  meet  the 
3%  deficit  target  for  European  mon- 
etary union  in  the  Maastricht  Treaty. 
The  German  Bundesbank  has  report- 
ed that  the  deficit  in  the  first  two 
months  of  this  year  was  a  third  higher 
than  the  target  rate.  Germany's 
finance  minister,  Theodore  Waigel, 
has  appealed  to  the  rest  of  Europe  to 


be  generous  about  (i.e.,  turn  a  blind 
eye  to)  his  inabilit\'  to  meet  the  Maa- 
stricht targets. 

There  are  other  factors  adding  to 
the  cost  of  Germany's  job  crisis. 

During  the  U.S.  restructuring 
period  in  the  1980s,  the  Reagan 
Administration  slashed  taxes  and 
went  for  high  growth.  The  resulting 

In  the  end,  the  unions  and 
politicians  will  have  to  how 
to  economic  reality.  Until 
then,  Gennan  business 
will  vote  with  its  feet. 


job  creation,  especially  among  small, 
fast-growing  firms,  helped  cushion 
the  loss  of  jobs  from  restructuring. 
Germany  has  no  such  crutch.  Eco- 
nomic growth  is  slow — coming  off  a 
recession,  it  is  just  creeping  at  2%  to 
2.5%  this  year,  after  1.4%  in  1996. 
And  Germany  is  still  only  talking 
about  cutting  taxes. 


Germany  and  other  European 
Union  countries  are  trying  to  create 
a  common  currency.  An  odd  feature 
of  the  single-currency  process  is  that 
if  Germany  doesn't  make  it  into  the 
European  Monetary  Union  on  time, 
the  deutsche  mark  will  rise  as 
investors  holding  other  European 
currencies  sell  them  and  go  back  to 
the  mark  (and  the  dollar  and  yen)  as 
safe  havens.  The  last  thing  that 
German  industrialists  want  is  a 
stronger  mark,  which  will  make  even 
more  of  their  exported  production 
uncompetitive. 

Germany  is  by  no  means  going 
down  the  drain.  In  the  end  the 
unions  and  the  politicians  will  have  to 
bow  to  economic  reality  and  loosen 
die  legal  and  customary  straitjacket  in 
which  German  industry  operates. 
Until  that  happens,  German  business 
will  continue  to  immigrate  to  more 
hospitable  climes.  "Change  is  coming 
to  Germany,"  says  Jiirgen  Dorman, 
chairman  of  the  board  of  manage- 
ment of  Hoechst  AG.  "But  it  will  take 
longer  than  in  America."  H 
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Once  again  Japan  is  talking  about  deregulating  its  economy. 
Don't  yawn.  This  time  it  means  business. 

Fiirst  the  piun, 
then  the  gain 


By  Neil  Weinberg 

As  THKY  HAVE  DONE  Sever- 
al times  over  the  past  two 
decades,  the  Japanese  are 
talking  about  deregulating 
their  economy  a  I'ameri- 
caine.  This  means  opening 
it  to  foreign  competition 
and  cutting  the  power  of 
the  bureaucracy,  making  it 
easier  to  start  new  busi- 
nesses and  to  challenge 
the  establishment. 

So  far:  more  talk  than 
action.  But  look  for  the 
action  to  get  serious  now. 

In  an  interview  with 
Forbes,  Kiichi  Miyazawa, 
the  former  prime  minister 
and  minister  of  finance, 
explains  why  things  have 
finally  changed:  In  the  past 
the  Japanese  were  urged  to 
open  their  economy  so 
that  foreign  nations  could 
get  a  chance  at  the  action. 
"The  major  difference  this 
time,"  he  says,  "is  that 
now  we  have  to  do  some- 
thing not  for  others'  sake 
but  for  our  own." 

From  hard  experience 
of  recession  and  economic 
stagnation,  the  Japanese 
have  learned  that  the  old, 
highly  structured  econo- 
my no  longer  vi'orks  well. 
Their  stock  market  has 
plunged — and     remains  m^^m 
down  55%  since  its  1989 
peak.  Their  economy  is  struggling. 
Once  cocky,  the  Japanese  now  often 
seem  depressed. 

Hidehiko  Fujii,  an  economist  at 
the  Japan  Research  Institute,  thinks 
diere  is  plent)'  to  be  depressed  about. 


Japanese  taxi  I]  ,        ,  1,3    :nist  fare  deret,.. 
Free  markets  won't  come  easy,  but  come  they  will. 


He  has  drawn  a  chilling  picture  of 
what  lies  ahead  for  Japan  unless  it 
deregulates  its  economy.  Between 
2011  and  2025  the  economy  will 
stagnate,  unemployment  will  rise  to 
16%,  the  current-account  deficit  will 


hit  26%  of  gross  domestic 
product,  and  taxes  and 
social  security  will  gobble 
up  70%  of  national  income. 

Fujii  has  a  brighter  picture 
to  show  his  countrymen.  If 
the  economic  reformers  get 
the  upper  hand,  he  predicts 
economic  growth  will  aver- 
age 2.4%,  unemployment 
less  than  2%,  and  Japan's 
enviable  current-account 
surplus  will  remain  intact. 

"We  have  no  choice," 
concludes  Fujii,  "but  to 
ignore  the  short-term  costs 
and  deregulate." 

Deregulate  what.^  Nearly 
everything.  Japanese  civil 
servants  enjoy  regulatory 
powers  and  £fyosei  shido,  or 
administrative  guidance. 
"Guidance"  is  a  euphemism 
for  "Do  it  or  else."  Ameri- 
can businesspeople  may 
think  they  have  it  bad  with 
OSHA  and  EEOC  and  EPA  red 
tape,  but  it's  worse  in  Japan, 
with  nearly  11,000  regula- 
tions involving  government 
licensing,  approval  and  noti- 
fication. That's  only  the 
explicit  stuff  The  Ministry 
of  Transportation  alone  has 
another  10,000  administra- 
.  tive  guidelines.  Japan's  22 
ministries  and  agencies  rely 
heavily  on  vaguely  worded 
directives  to  micromanage 
the  economy — much  as  American 
courts  interpret  the  laws  as  they  see 
fit  through  loosely  written  laws 
passed  by  Congress. 

Japan's  Large-Scale  Retail  Store 
Law  has  been  relaxed  in  the  past  few 
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years,  but  it  remains  draconian.  Want 
to  open  a  store?  If  it  is  more  than 
1,000  square  meters  (10,760  square 
feet),  you  must  gain  the  consent  of  a 
government  advisory  panel  charged 
with  Hmiting  the  influence  on  the 
local  shop  owners  against  whom  you 
want  to  compete.  Often  it  does  so  by 
forcing  new  stores  to  reduce  their 
size  and  operating  hours. 

That's  just  to  open  a  store.  The 
average  large  retailer  must  file  over 
j  150  documents  to  gain  permission  to 
sell  everyday  items  like  meat,  tofu, 
electronic  appliances  and  dry  cleaning 
services.  Large  stores  are  also  banned 
from  selling  domestically  produced 
beer  their  first  three  years,  or  over- 
the-counter  medicines  at  all.  Until 
last  year  they  needed  a  license  to  sell 
rice — and  were  often  turned  down — 
in  order  to  protect  small-shop 
owners. 

Absurd  laws  prompt  absurd  respons- 
es. Since  traditional  mirin^  or  sweet 
cooking  sake  with  1%  alcohol,  is  con- 
sidered an  alcoholic  beverage,  super- 
markets carry  mirin-fumi^  or  m?'rm- like 


sake,  with  up  to  0.9%  alcohol. 

Hardworking  as  the  Japanese  are, 
all  this  regulation  frustrates  their 
efforts.  According  to  a  1996  study  by 
the  McKinsey  Global  Institute,  Japan 
produces  only  63%  as  much  in  goods 
and  services  as  the  U.S.  for  each  unit 
of  physical  capital. 

'The  major  difference 
[with  deregulation]  this 
time  is  that  we  have  to  do 
something  not  for  others' 
sake  but  for  our  own." 

Heizo  Takenaka,  a  former  Harvard 
economist  now  with  Tokyo's  Keio 
University,  says  Japan's  economy  is 
structured  like  the  skyline  near  the 
west  exit  of  Tokyo's  giant  Shinjuku 
Station — a  handful  of  skyscrapers 
amid  a  sea  of  ground-huggers.  The 
skyscrapers  are  Japan's  lightly  regu- 
lated exporters,  including  auto  and 
electrical  equipment  makers,  whose 


productivity  ranks  among  the  world's 
highest.  The  shanties  are  the  highly 
regulated,  inefficient  domestic  sec- 
tors, such  as  retailing,  transportation 
and  energy,  that  account  for  80%  of 
the  economy. 

Cut  the  red  tape  and  stop  protect- 
ing the  weak,  says  Takenaka,  and  you 
release  a  lot  of  entrepreneurial  energy. 
Takenaka  points  to  the  seed  industry, 
one  of  the  few  corners  of  Japanese 
agriculture  that  is  not  highly  regulat- 
ed or  protected.  The  seed  sector's 
largest  exporter  is  publicly  listed 
Sakata  Seed  Corp.,  which  has  taken 
70%  of  the  world  pansy  seed  and  80% 
of  the  U.S.  broccoli  seed  markets. 

Organization  for  Economic  Coop- 
eration and  Development  research 
indicates  that  deregulating  electricity, 
distribution,  airlines,  road  transport 
and  telecommunications  alone  would 
add  6%  to  Japan's  GDP  over  the  next 
several  years — $300  billion  a  year. 

Prime  Minister  Ryutaro  Hashimo- 
to, who  took  office  early  last  year,  has 
promised  to  force  deregulation — 
even  if  doing  so,  he  says,  means  being 
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Winners  and  losers 

Proposed  deregulation  and  timing* 

Energy.  Open  markets  for  electricity  generation,  petroleum  imports  and 
gasoline  retailing  (1996) 

Finance.  "Big  Bang"  to  be  completed  by  2001  includes:  universal 
banking;  deregulation  of  securities  commissions,  insurance  pricing, 
fund  management,  fund  raising,  foreign  exchange;  splitup  of  Finance 
Ministry,  greater  independence  for  Bank  of  Japan;  legal,  tax, 
accounting  revisions 

Government.  Reduce  22  ministries  to  about  10  by  2001,  government 
deficit  to  3%  of  GDP  by  2005 

Real  estate.  Ease  restrictions  on  building  size;  permit  securitization, 
investment  trusts;  cut  transaction  taxes 

Retail.  Loosen  restrictions  on  large  store  operations,  items  carried 
such  as  liquor  and  medicines 

Telecommunications.  Reduce  barriers  and  access  charges  for 
new  entrants,  abolish  pricing  restrictions 

Transportation  &  distribution.  Ease  restrictions  on  domestic 
truck,  ship,  rail  cargo;  allow  new  air  carriers,  air  routes 

'Deadlines  not  set  for  all  proposals. 


Potential  winners 

Independent  power  producers,  foreign  refiners, 
consumers 

Efficient  institutions,  pensions  and  investment 
trust  (mutual  fund)  specialists 


Potential  losers 

Electric  power  monopolies.  Japanese 
refiners 

Weak  banks,  brokers  and  insurers, 
especially  small  institutions 


Consumers,  business,  foreign  companies  in  Japan   Bureaucrats,  public  corporations  and  firms 

reliant  on  public  works  spending 


Construction  companies,  foreign  materials 
suppliers 

Large  retailers,  convenience  stores,  trucking 
firms,  drugmakers 

Foreign  and  upstart  domestic  carriers 


Efficient  transportation  firms,  foreign  and 
upstart  airlines,  discount  travel  agents 


Firms  pressured  by  larger  supplies,  lower 
prices 

Mom-and-pop  shops,  high-cost  specialty 
stores 

Existing  carriers,  including  Nippon  Telegraph 
&  Telephone 

Japan  Airlines,  All  Nippon  Airways,  ineffi- 
cient land  transportation  firms 

Sources-.  Government  of  Japan;  Goldman,  Sachs  Japan. 


Unlike  past  deregulation  drives,  which  were  sparked  by  foreign  pressure  and  produced  little,  the  current  initiative  is  sup- 
ported by  a  new  sense  of  national  self-interest.  As  the  stock  market  already  indicates,  winners  and  losers  will  follow. 


"engulfed  in  flames." 

That's  a  way  of  saying  that  he 
knows  he  will  have  to  fight  every  inch 
of  the  way.  Overregulation  exists  in 
Japan  for  the  same  reason  it  exists  in 
Western  Europe:  because  it  protects 
privileges.  Mom-and-pop  retailers 
don't  want  to  compete  with  a  Japa- 
nese Wal-Mart,  airlines  with  cut-rate 
rivals  or  rice  farmers  with  low-cost 
growers  in  Lxjuisiana  and  Thailand. 

The  best  way  to  curb  the  bureau- 
cracy is  to  eliminate  it.  Hashimoto 
wants  to  consolidate  Japan's  22 
national  ministries  and  agencies  into 
about  10.  Consolidation  alone  won't 
do  the  job,  but  it  would  accomplish 
one  tiling:  eliminate  12  or  so  ministers 
and  their  full  staffs  and  thus  reduce 
bureaucratic  firepower. 

Hashimoto  also  wants  to  cut  Japan's 
bloated  budget,  which  last  fiscal  year 
racked  up  a  deficit  equal  to  7%  of  gross 
domestic  product,  three  times  the  U.S. 
level.  That,  in  turn,  means  cutting  back 
the  government's  so-called  second 
budget.  This  5414  bilUon  (fiscal  1997) 
monster,  funded  in  part  by  Japan's 
postal  sa\ings  s\^stem,  is  used  to  finance 
public  works  and  the  dozens  of  public 
corporations  with  a  hand  in  ever\iiiing 
firom  forestry  to  banking.  Each  of  these 


public  corporations,  just  like  the  public 
works,  produces  rich  political  pork. 

"Hashimoto  is  taking  on  a  system 
that's  been  around  since  the  Meiji 
era"  (1868-1912),  says  political  com- 
mentator Minoru  Morita. 

The  good  news  is  that  he  is  start- 
ing to  make  real  progress.  The  first 
revision  of  the  Bank  of  Japan  Law  in 
a  half-century  will  soon  give  the 
country's  central  bank  much  more 
autonomy  from  the  Finance  Ministry 
bureaucrats,  and  corporate  holding 
companies  should  become  legal 
around  year's  end  for  the  first  time 
since  1947. 

Legalizing  holding  companies, 
which  is  strongly  supported  by  Japa- 
nese big  business,  is  a  backdoor  way 
of  helping  firms  reduce  labor  costs, 
shed  losing  operations  and  cut  taxes. 
Here's  why: 

As  things  stand,  giant  corporations 
negotiate  with  their  unions  on  a  cor- 
poration-wide basis.  Workers  in  pros- 
perous units  get  the  same  deal  as 
workers  in  moneylosing  operations. 
Business  leaders  are  pushing  for  the 
new  holding  companies  to  be  allowed 
to  negotiate  separately  with  individ- 
ual units.  Thus  an  unprofitable  unit 
would  be  in  a  stronger  position  to 


wring  out  concessions  on  work  rules 
and  pa\'. 

They  also  want  tax  reforms  that 
would  enable  holding  companies  to 
offset  the  losses  of  weak  divisions 
against  the  profits  of  stronger  divi- 
sions; at  present  each  unit  stands  on 
its  own  for  tax  purposes. 

Reform  is  finally  possible  because 
the  old  iron  triangle  of  businessmen, 
bureaucrats  and  politicians — "Japan 
Inc." — has  lost  much  of  its  cohesion. 
Business  leaders  no  longer  blindly 
bankroll  conservative  poUticians.  The 
auto  industry,  for  example,  gave  the 
ruling  Liberal  Democrats  only  60%  of 
the  $2.5  million  it  requested  for  last 
October's  election,  an  unthinkable 
act  until  recently.  This  is  a  not-too- 
subtle  hint  that  business  is  tired  of 
the  old  way  of  running  things. 

Inspired  by  Margaret  Thatcher, 
Hashimoto  wants  to  set  off  a  Big 
Bang  of  financial  deregulation  by  tear- 
ing down  the  barriers  between  com- 
mercial banks,  securities  houses  and 
other  financial  institutions  by  2001. 

Also  on  the  financial  front,  begin- 
ning in  April  1998  Japanese  are 
expected  to  be  able  to  freely  exchange 
currencies,  make  deposits  and  trade 
securities  anywhere  and  in  any  cur- 
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rency  in  the  world.  Currently  they 
face  high  commissions  from  licensed 
foreign-exchange  banks  and  onerous 
reporting  requirements  for  foreign 
holdings.  Domestic  banks  and  brokers 
will  have  to  improve  service  and  lower 
fees  or  lose  business  to  hungry  for- 
eigners. Next:  deregulating  brokerage 
commissions — something  the  U.S. 
did  a  quarter-century  ago. 

Late  last  year  the  Finance  Ministry 
forced  $5  billion  (nominal  assets) 
Hanwa  Bank  to  close  down,  wiping 
out  its  shareholders.  Gasp!  This 
would  have  been  unthinkable  a  few 
years  ago  when  the  bureaucrats 
would  have  concealed  the  failure 
through  a  forced  merger. 

With  troubled  Nippon  Credit  Bank 
announcing  last  month  plans  to  forge 
an  alliance  with  Bankers  Trust,  there 
is  even  serious  talk  that  a  U.S. 
takeover  or  two  of  Japanese  banks 
wouldn't  be  such  a  bad  thing.  More 
good  news  for  American  investment 
houses:  Last  April  the  government 
began  offering  corporations  greater 
leeway  to  deploy  their  pension  assets. 


Almost  immediately  $20  billion 
flooded  from  Japan's  old-line  pension 
managers,  sleepy  life  insurers  and  trust 
banks,  to  investment  management 
firms,  including  local  arms  of  Morgan 
Stanley  and  Goldman,  Sachs.  Fidelity, 
for  one,  is  eyeing  the  Japanese  retail 
market  (Forbes, /?//y  15,  1996). 

Deregulation  is  painful — as  any 
American  knows  who  lived  through 
the  1980s.  It  can  be  politically  dan- 

The  government  wields 
11,000  regulations.  And 
that's  just  the  explicit  stuff. 


gerous,  as  ex-President  Bush  can  tes- 
tify. A  few  years  ago  Japan  took  ten- 
tative steps  to  deregulate  its 
distribution  sector.  In  only  three 
years  more  than  13%  of  its  self- 
employed  wholesalers  and  11%  of 
independent  retailers  went  out  of 
business.  They  were  not  amused. 

If  you  trust  the  stock  market,  you 
believe  that  Hashimoto  means  busi- 


ness. In  the  five  months  since  the 
prime  minister  outlined  his  reform  tar- 
gets, stock  prices  of  Japan's  most  effi- 
cient companies  have  gained.  Stocks 
in  the  sectors  most  vulnerable  to 
debureaucratizing  the  economy  have 
been  clobbered.  Indexes  for  securities 
companies  and  construction  firms,  for 
example,  are  off  31%  and  28%,  respec- 
tively; airlines  are  off  21%.  The  Topix 
index  of  bank  stocks  has  plunged  26% 
since  October,  wiping  out  $158  bil- 
lion in  market  capitalization. 

When  the  Finance  Ministry  agreed 
in  December  to  expose  property  and 
casualty  insurers  to  their  first  real 
price  competition,  the  head  of  the 
Marine  &  Fire  Insurance  Association 
of  Japan  was  outraged.  His  industry, 
he  groaned,  was  being  "sacrificed"  to 
the  gods  of  deregulation.  Hashimoto 
didn't  budge. 

First  the  pain,  then  the  gain. 
"Restructuring  in  the  U.S.  wasn't  this 
rapid  in  the  1980s,"  says  Kenneth 
Courtis,  chief  economist  at  Deutsche 
Bank  in  Tokyo.  "Japan  will  come  out 
of  it  stronger  than  ever." 


Mainland,  China 


W e  built 


networks 


o ut  of  thin  air 


With  Nortel  digital  wireless  technologies 
many  Chinese  provinces  now  have  a 
whole  new  way  to  communicate.  It's  a 
feat  that,  before  now,  was  thought  impos- 
sible due  to  the  severe  demands  of  climate, 
terrain,  and  immense  population.  From 
entire  countries  to  small  towns,  we've 
built  networks  all  over  the  planet,  and 
we  can  build  one  for  you.  i-8oo-4  NORTEL. 
www.nortel.com/networks. 

Ni7RTEL 


^  ^  

Disillusioned  with  socialism,  French  voters  have  now  become 
disenchanted  with  the  conservatives  as  well. 

France's  political 
paralysis 


By  Paul  Klebnikov 

It  is  a  Saturday  night  on  the 
Boulevard  St.  Germain,  which  is 
packed  with  joy-seekers  who  have 
come  to  Paris  for  the  evening.  Tires 
screech,  indicating  a  traffic  incident. 
A  cheap  Renault  with  three  thuggish- 
looking  Frenchmen  inside  pulls  to  a 
stop.  The  driver  leans  out  and  roars 
at  a  departing  car:  "Get  off  my  road, 
you  filthy  Arab!" 

This  is  just  an  everyday  occurrence 
in  the  City  of  Light.  Respectable 
people  may  lament  these  signs  of 
racial  intolerance,  but  Jean-Marie  Le 
Pen  profits  from  it.  His  National 
Front  got  15%  of  the  vote  in  the 
1995  presidential  elections  and  since 
then  has  seemingly  gained  strength, 
winning  four  major  local  elections  in 
the  past  two  years. 

"Extreme  right-winger!"  the 
media  labels  Le  Pen.  "Neo-fascist!" 
But  here's  the  funny  thing:  A  sub- 
stantial part  of  his  support  comes 
from  Frenchmen  who  traditionally 
voted  Communist  and  whose  parents 
and  grandparents  voted  Communist. 
He  has  become  the  favorite  politician 
of  both  blue-collar  workers  and  the 
unemployed.  These  are  the  people 
who  bear  the  brunt  of  the  high 
unemployment  that  afflicts  France. 

Le  Pen  gained  30%  of  the  work- 
ing-class votes  in  1995.  Sick  of  social- 
ism and  disillusioned  with  conserva- 
tives who  don't  have  the  guts  to 
implement  free-market  reforms,  a 
growing  number  of  voters  are  turn- 
ing to  neo-fascist  parties. 

Overtaxed,  overregulated,  the 
French  economy  is  a  mess.  The  offi- 
cial unemployment  rate  is  13%.  Some 
estimates  put  the  real  figure  at  closer 
to  20%.  Two  years  after  the  center- 


projet 


Antiracist  demonstration  in  Paris 

As  the  economy  stagnates,  the  neo-fascists  gain. 


right  Chirac  government  took  over 
fi-om  the  Socialists,  little  has  changed. 
Like  Helmut  Kohl's  conservative 
government  in  Germany,  Chirac's  has 
surrendered  again  and  again  to  the 
unions  and  other  vested  interests. 

There  is,  of  course,  a  noneconom- 
ic  aspect  to  the  anti-immigrant  senti- 
ment in  France.  Le  Pen's  working- 
class  supporters  have  been  the  first  to 
feel  the  deterioration  in  the  public 
schools  and  the  increase  in  crime  that 
have  accompanied  immigration.  "We 
are  being  conquered,  not  by  force  of 
arms,  but  by  immigration,"  says  Le 
Pen — and,  according  to  some  opin- 
ion polls,  nearly  three-quarters  of  the 


French  people  believe  there  are  "too 
many  Arabs  in  France." 

Out  of  a  population  of  58  million, 
France  counts  10  million  immigrants 
and  their  French -born  children.  The 
larger  French  cities  have  sprouted 
Arab  and  black  ghettos.  Their  pover- 
ty and  segregation  have  spawned  a 
hatred  for  the  native  French  that 
matches  the  hatred  so  many  French 
feel  toward  the  immigrants. 

Jean-Claude  Barreau,  a  demogra- 
pher, is  author  of  the  current  best- 
seller Will  France  Disappear?  "Islam 
poses  a  special  problem  for  Western 
society,"  he  says.  "Islam  does  not  rec- 
ognize the  distinction  between  reli- 
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gion  and  politics.  It  is  imperialist  and 
violent — a  religion  of  conquest." 

Reinforcing  this  feeling  is  the  way 
Algerian  Islamic  terrorists  have 
exported  their  own  civil  war  to 
France  in  reprisal  for  France's  support 
for  the  military  government  that  rules 
there.  Besides  well-publicized  bomb- 
ings, there  have  been  gun  battles 
between  the  French  police  and  Alger- 
ian terrorists.  In  French  prisons  an 
estimated  70%  of  the  inmates  are  of 
Arab  origin. 

But  there  is  not  the  slightest  doubt 
that  a  good  part  of  the  tension 
between  natives  and  immigrants  (and 
the  immigrants'  children)  is  a  by- 
product of  the  country's  economic 
malaise.  There  are  no  jobs  for  young 
French  people.  Hemmed  in  by  laws 
that  make  it  almost  impossible  to  lay 
people  off  and  oppressed  by  payroll 
taxes  that  can  amount  to  nearly  50% 
of  a  payroll,  French  business  is  reluc- 
tant to  hire. 

It  takes  effort  to  learn  how  free 
markets  work.  It  is  difficult  to  per- 
suade people  that  accepting  tempo- 


National  Front  leader  Jean-Marie  Le  Pen 
Working-class  hero. 


rary  pain  is  often  the  best  way  to 
secure  long-term  benefits.  It  is  easier 
to  blame  your  troubles  on  people 
who  look,  talk  and  worship  different- 
ly. It  is  this  way  throughout  much  of 
Europe  now.  Unemployment  is  high 
everywhere,  economies  are  stagnant, 


and  job  and  entrepreneurial  opportu- 
nities are  scarce.  People  are  angry. 
Groups  of  formerly  obscure  right- 
wing  demagogues — such  as  Italy's 
National  Alliance,  Austria's  Freedom 
Part)'  and  Belgium's  Vlaams  Blok — 
have  capitalized  on  the  frustration 
with  immigration,  crime,  unemploy- 
ment and  government  corruption.  In 
the  background  lurks  anti-Semitism. 
Le  Pen  rails  constantly  against  the 
"global  conspiracy"  of  bankers  and 
multinational  corporations.  He  never 
mentions  the  Protocols  of  the  Elders  of 
Zion.  He  doesn't  have  to  spell  it  out. 

Deregulation  of  the  economy  and 
curbing  of  union  power  might  not 
make  the  French  love  Arabs,  and  vice 
versa.  It  might  not  eliminate  latent 
anti-Semitism.  But  a  dose  of  good 
old-fashioned  prosperity  and  eco- 
nomic opportunity  would  give  a  lot 
of  Europeans  better  things  to  do 
than  hate  their  neighbors.  France — 
like  Germany — badly  needs  a  strong 
dose  of  deregulation.  Japan  is  swal- 
lowing the  bitter  medicine.  Will  the 
French!'  H 


Seventy  million 


II   have  trouble  connecting 


to  the  Internet  today. 
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Here's    how   a  few 


m  i  1  I  i  o  n  W  O  n     t  . 


We  all  know  how  hard  it  is  to  connedF  ^ 
to  the  internet  these  days.  But  Nortel  has 
a  way  for  people  to  connect  faster  and 
more  reliably  than  ever  before.  It's  called 
Internet  Thruway'and  it's  a  revolutionary 
solution  to  today's  increasingly  jammed 
Internet  connections.  With  it,  phone  com- 
panies are  able  to  alleviate  the  conges- 
tion normally  caused  by  Internet  traffic. 
And  that  means  you  can  get  connected, 
without  getting  annoyed.  i-8oo-4  NORTEL, 
www.  nortel.  com/networks. 
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Edison  Intemational  Powers  Up  For  Change. 

At  Edison  International, 
generating  innovation  is  just 

as  important  as  electricity. 


When  California's  electric  utility  industry  is 
deregulated  next  year,  businesses  will  have  a 
free  choice  in  their  electricity  providers.  Edison 
Intemational  and  its  subsidiary  Southern  California 
Edison  have  enthusiastically  stepped  forward  to  meet 
that  new  challenge. 

Edison  has  faced  many  tough  challenges  over 
its  110-year  history  as  a  pioneering  California  utility. 
And  throughout  that  time  the  company  has  remained  an 
industry  leader  by  beating  adversity  through  hard  work 
and  innovation. 

To  power  one  of  the  fastest  growing  regions  in 
the  world  Edison  used  its  engineering  might  to  overcome 
Mother  Nature  and  the  state's  diverse  geography.  And  in 
the  process  it  has  created  many  triumphs  of  engineering 
and  imagination. 

For  example,  in  the  early  1920s  Edison  built 
the  Big  Creek  Hydroelectric  Project  in  the  western  Sierra 
Nevada  to  power  the  explosive  growth  of  Southem  Cah- 
fomia.  It  was  an  engineering  accomplishment  equal  to 


Dining  At  Home 

is  made  more  enjoyable  when 
the  room  is  brillianlly  lighted  by 
the  raysof  the  new  Edison  Muda 
Ldmp.  The  best  substitute  fur 
sunlight  in  the  home  yet  pnn 
duced  is  obtained  by  the  use  of 
this  latest  improv.ment  in  elec- 
tric lighting. 

The  noteworthy  feature  of 
the  Dew  Edison  Mazda  Is  its  dura- 
bility and  strength  to  withstand 
all  ordinary  handling. 

Come  in  to-day  and  let 
us  show  you  the  mer- 
its of  this  new  lamp. 
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Edisun  Mi^Mon  Lntigy  is  uuiUitng  one  oj  Asia' 
biggest  power  projects  in  Indonesia. 


the  building  of  the  Panai 
Canal.  In  just  a  few  year 
many  miles  of  tunnels  ai 
roads  were  hand-carvec 
from  solid  granite.  A  ser 
of  dams  and  even  a  rail 
road  were  built.  Edison 
strung  hundreds  of  mile 
of  transmission  wires. 
In  the  end,  the  cascadin 
water  of  the  Sierra  sno\ 
melt  was  tamed  to  repes 
edly  generate  electricity 
before  finally  irrigating  tl 
farmlands  of  the  Centra 
Valley.  This  is  how  Big 
Creek  eamed  its  nicknarr 
"The  hardest  working 
water  in  the  world." 
Big  Creek,  Hoover  Dam  and  nearly  a  dozen 
steam  generating  plants  provided  most  of  the  power  Soutl 
em  California  needed  to  grow  and  prosper.  But  as  energ 
demands  increased,  so  did  the  company's  reliance  on  fue 
oil.  By  the  time  the  1973  OPEC  oil  embargo  strangled 
suppUes,  Edison  was  generating  80%  of  its  electricity  fror 
imported  oil.  Edison  responded  by  quickly  developing  th( 
most  diverse  altemate  and  renewable  energy  mix  of  an; 
utility  in  the  world-and  reducing  its  use  of  oil  to  only  49i 
When  the  devastating  economic  recession  hit 
California  in  the  late  1980s,  Edison  faced  yet  another  crisi 
Hundreds  of  companies  had  left  the  state -with  nearly 
70%  of  the  job  losses  occurring  in  Southem  Cahfomia. 


Edison  was  a  pioneer 
in  the  selling  of  power. 


special  advcrtisi! 
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According  to  John  Bryson, 
Chairman  and  CEO  of  Edison, "We  had 
to  turn  a  necessity  into  an  asset.  We 
were  here.  Our  business  is  based  here. 
We  couldn't  take  the  utility  and  move 
it  somewhere  else!' 

So  Edison  fought  back  for  Cali- 
fornia. The  utility  spearheaded  the 
statewide  movement  to  stop  the  exodus 
by  working  with  legislators  and  busi- 
nesses to  create  an  economic  develop- 
ment infrastructure  that  has  revitalized 
the  economy  of  the  Golden  State. 

"We  helped  save  hundreds  of 
businesses  and  thousands  of  jobs  that 
would  have  left  the  state  if  we 
ltd  not  stepped  in  and  moved  things  that  needed  to  be  moved 
id  helped  to  do  the  things  that  needed  to  be  done,"  says  Bryson. 

Now  Edison  faces  the  challenge  of  a  new  era.  Already 
i  company  is  prepared  to  meet  that  task  and  has  even  set  its  sights 
on  growing  globally.  For  example,  Edison 
Mission  Energy,  an  Edison  International 
subsidiary,  already  has  grown  from  its  initial 
roots  in  California  to  be  one  of  the  world's 


,Over  100  years  of  experience 
v.erving  one  of  the  most  energy- 
\demanding  regions  on  earth. 


The  Big  Creek  Hydroelecttic  Project  was  an  engi- 
neering accomplishment  equal  to  the  Panama  Canal. 

premiere  private  power  companies. 

No  one  should  be  surprised  by 
this  success,  says  Bryson.  "We  have  more 
than  a  century  of  experience  in  this  indus- 
try. It's  not  as  though  somebody  can  just 
start  up  overnight  and  expect  to  compete 
with  people  who  really  know  the  business." 

For  the  people  at  Edison  Intema- 
tional,  experience  and  innovation  are  their 
most  powerful  resources.  Combine  them 
with  their  pioneering  spirit  and  you  have  the 
formula  for  a  company  that  is  ready  to  meet 
the  new  challenges  of  the  21st  Century. 


"Entrepreneurs  and  visionaries  are  what 
made  this  state  great.  And  California's  story  of 
innovation  and  leadership  is  just  beginning'.' 

-  Governor  Pete  Wilson. 


According  to  CEO  John  Bryson, 
deregulation  is  just  another  chal- 
lenge. "The  kind  of  transformation 
we're  undergoing  is  unique  in  our 
industry.  And  we're  succeeding'.' 


Self-Made  in  California 

celebrates  California  entre- 
preneurs and  companies 
whose  vision  and  daring  have 
shaped  the  20th  Century. 
Watcli  for  this  special  presentation  air- 
ing on  CNBC  cable  network  the  first 
Sunday  of  each  month  at  4:30  pm  EST, 
1:30  pm  PST. 


Do  you  yearn  for  the  tight-knit,  close-in  city  of 

your  grandparents'  day?  Portland,  Ore.  is  trying  to  bring  it  back— 

but  its  social-engineering  zeal  is  not  to  everyone's  taste. 

Down  with  the  biurbs! 
Back  to  the  city! 


By  Tim  W.  Ferguson 

It  sounds  so  livable,  so  efficient — so 
human:  snugly  situated  homes,  as  at 
the  turn  of  the  century — close  enough 
together  so  you  can  talk  to  your 
neighbor  through  open  winciows. 
Handy  to  transit  lines,  or  within  walk- 
ing distance  of  jobs  and  shopping. 
Opportunities  to  interact  on  the  side- 
walk instead  of  just  emerging  from  the 
garage  in  the  solitary  chamber  of  a  car. 
And — ^when  drive  we  must — miles  of 
scenic  farmland  to  enjoy,  not  endless 
tacky  developments. 

Sound  good?  There  would  also  be 
savings  on  costly  extensions  of  utili- 
ties and  public  services.  Downtowns 
would  throb  with  life  again  and  not 
be  left  to  criminals  and  the  destitute. 

This  voguish  vision  of  urban  plan- 
ning is  moving  from  the  schools  and 
journals  of  the  profession  to  the 
streets  of  metropolitan  America.  Over 
time  it  promises  nothing  less  than  to 
drag  middle-class  Americans  back 
from  the  suburbs  where  they  fled 
over  this  century. 

The  policy  mechanism  by  which  the 
reformers  hope  to  achieve  this  reur- 
banization  is  the  "urban  growth 
boundary,"  a  concept  popularized  in 
Oregon.  It  is  designed  to  rein  in  urban 
agglomerations  with  boundaries  that 
will  expand  mediodically,  if  at  all. 

Within  Oregon,  the  Portland 
region — with  a  population  now  near- 
ing  1 .4  million — is  the  prized  labora- 
tory, with  its  Metro  2040  Plan  put 
together  by  regional  government. 

Take  this  concept  seriously.  It  is  a 
shrewd  piece  of  social  engineering, 
designed  to  replace  land-use  conven- 
tions that  are  wasteflil  and  sometimes 
antisocial. 


No  one  planned  the  exodus  to  the 
suburbs.  Factories  spread  out  from 
city  centers,  and  better  highways  and 
cheap  gasoline  let  people  live  farther 
out  still.  They  forsook  their  cozy  old 
neighborhoods  in  the  city  for  expan- 
sive lawns  and  sprawling  four- bed- 
room houses  with  playrooms  and  big 
garages.  The  trolley  line,  once  the 
great  determinant  of  urban  land 
values,  lost  its  role. 

You  see  it  in  the  numbers.  Between 
1880  and  1963  the  metropolitan 
population  living  within  3  miles  of 
city  centers  dropped  from  88%  to 
24%,  one  sample  shows.  What's  called 
the  metropolitan  density  gradient  has 
since  diminished  fiirther.  The  median 
lot  size  for  U.S.  single- 
family  houses  sold  in  the 
1990s  exceeds  9,000 
square  feet.  Portland's 
Metro  expects  developers 
to  average  only  6,700,  or 
build  multifamily  units. 

The  visionary  planners 
are  motivated  in  part  by 
environmentalism — a 
sense  that  nature  is  being 
swallowed  up  by  man's 
outward  stretch.  And  they 
have  political  motives, 
too:  the  old  liberal  bent 
to  rescue  the  inner  cities. 
But  it's  not  just  the  left 
that's  longing  for  more 
"community."  A  recent 
issue  of  American  Enter- 
prise magazine  bared  con- 
servative nostalgia  for  a 
lost  closeness. 

Intellectuals  think  their 
own  long-standing  disre- 


New  rail  line 
to  link  Portland 
to  western  suburbs 
Dense  develop- 
ment along  transit 
corridors,  such  as 
here  in  Hillsboro, 
means  more 
open  space. 


Nanette  Watson  and 
her  "bungarows" 
Only  dinosaurs 
need  big  lawns. 
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gard  for  the  burbs  is  coming  to  be 
shared  by  the  deprived  souls  who  live 
in  them.  "People  are  discouraged  by 
what  they  see  about  them  and  by  the 
quality  of  their  lives.  You  can  sense 
it,"  reads  a  paper  from  the  American 
Planning  Association  charting  the 
nation's  putative  suburban  blues. 

But  will  middle-class  Americans 
willingly  trade  their  lawns  and  gar- 
dens and  privacy  for  neighborhoods 
like  those  their  grandparents  inhabit- 
ed.>  Unlikely.  The  consequences  of 
the  automobile  age  are  probably  not 
reversible.  A  nation  in  love  with 
truck-size  sport  utility  vehicles  is 
vmlikely  to  embrace  the  housing 
equivalent  of  an  Escort. 

In  that  circumstance,  the  high- 
minded  concepts  sometimes  called 


New  Urbanism  turn  out  to  be  better 
for  thee  than  me.  You  move  back  to 
the  city.  I'll  stay  out  here.  "The 
mantra,"  says  Don  Morissette,  a  dis- 
senting regional  councillor  in  Port- 
land, "is  that  somewhere  away  from 
you  the  density  will  happen." 

Whatever  the  mantra,  in  Oregon, 
at  least,  the  social  engineers  are  get- 
ting their  way.  Growth  management 
initially  was  driven  by  the  late  Tom 
McCall,  governor  in  the  1970s  (and 
famous  for  telling  Californians  not  to 
stick  around  his  state).  Today  he's 
nearly  the  state  saint.  Even  though 
98%  of  the  land  in  Oregon  is  unde- 
veloped, residents  act  as  if  the  state  is 
fast  running  out  of  open  space. 

The  ethos  extends  into  neighboring 
Washington  State,  which  has  followed 


with  a  growth-management  act  of  its 
own.  (Builders  say  Seattle-area  single- 
family  starts  in  1996  were  one-fifth 
the  number  in  Denver,  which  is  only 
37%  larger  in  population.) 

But  the  cause  is  not  limited  to  the 
Northwest.  Florida,  Maryland,  New 
Jersey  and  Vermont  have  enacted  vari- 
ations, as  have  several  California  cities. 
The  government-ordained  greenbelt 
around  London  was  an  early  model. 

Part  of  the  ideal  is  the  creation  of 
"sustainable  communities"  that  are 
socially  and  economically  cohesive. 
This,  advocates  believe,  can  be 
achieved  with  a  series  of  urban  vil- 
lages that  constitute  tiie  healthy,  con- 
tained metropolis.  These  happy  burgs 
are  to  support  local  shops  and  say 
"Keep  out!"  to  Wal-Marts  and  other 
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big-box  intruders  on  the  periphery. 

The  idea  appeals  to  a  lot  ot  affluent 
people  who  have  cottoned  to  the 
scenes  they  find  in  much  of  Europe 
or  in  America's  lengthening  roster  of 
rediscovered  "escape"  towns.  At 
trendy  bookstores  you'll  see  the  sen- 
timent in  recent  works  like  James 
Howard  Kunstler's  Home  from 
Nowhere  or  Alan  Thein  Durning's 
This  Place  on  Earth.  Here  is  Kunstler 
from  an  earlier  work:  "America  has 
now  squandered  its  national  wealth 
erecting  a  human  habitat  that,  in  all 
likelihood,  will  not  be  usable  very 
much  longer.  ..." 

Urbanologists  like  Kunstler  have 
identified  the  enemy:  the  motor  vehi- 
cle. They  work  feverishly  to  put  the 
genie  of  easy,  personalized  mobility 
back  in  the  bottle^ For  it  is  the  car 
that  has  made  sprawl  possible — and 
even  inevitable. 

But  the  internal  combustion  genie 
will  not  go  willingly  back  into  its 
bottle.  "Many  planners  do  not  fully 
appreciate  the  forces  driving  the 
mainstream  market  in  this  country," 
says  J.  Thomas  Black,  an  economist 
with  the  Washington,  D.C. -based 
Urban  Land  Institute,  "particularly 


the  role  that  owning  one's 
own  home  plays,  having 
play  space  for  children  and 
access  to  good  yet  afford- 
able education.  And  then 
there  are  changes  in  the 
work  force.  Two- wage 
households  make  job-hous- 
ing connections  more  com- 
plicated, with  those  jobs 
ofi:en  in  different  suburbs." 
A  close-in  address  just 
won't  fit  those  bills. 

Nor  is  a  close-in  dwelling 
affordable  to  many  people 
once  renewal  sets  in — espe- 
cially when  the  overall  economy  is 
robust.  A  report  by  the  National 
Association  of  Home  Builders  shows 
Portland,  where  home  prices  have 
approximately  doubled  since  1990, 
seconci  only  to  San  Francisco  in  the 
unaffordability  of  its  housing,  in  terms 
of  local  income. 

A  middle  manager  who  relocated  to 
Portland  fi-om  the  Chicago  area  think- 
ing she  could  get  more  for  less  has 
gotten  bad  news  instead:  Nodiing  nice 
over  2,000  square  feet  of  interior  on  a 
7,000-square-foot  lot  is  available  for 
less  than  $300,000.  Real  estate  agents 


have  tried  to  steer  her  toward  a  tight 
little  lot,  but  she  says:  "I'm  fairly  clear 
what  I  want — and  that  is  not  to  be 
looking  into  someone's  kitchen." 

Proponents  of  Metro  2040  insist 
that  whatever  price  increases  there 
have  been  are  a  blip  caused  by  the 
area's  popularity — Oregon  has  been 
the  ninth-tastest-growing  state  in  the 
1990s — anci  will  abate  as  population 
growth  slows  afi:er  2005. 

Metro  advocates  say  that  proper 
design  can  overcome  objections  to 
compact  living  and  that  strong  sales 
figures  at  newer  projects  show  that 


144 


Forbes  ■  May  5,  1997 


Before  you  invest, 
measure  our  success. 


When  choosing  investments  to  fund  a  company's 
retirement  plan,  brand  names  don't  always  measure  up. 
jit  pays  to  look  past  big  name  mutual  funds  to  the  retire- 
iment  accounts  of  The  Principal?  And  for  good  reason. 

Based  on  overall  performance  for  the  last  three 
j  years,  our  retirement  accounts  outperformed  mutual 
funds  with  the  most  401(k)  and  defined  contribution 
plan  assets  in  eight  major  categories.*  This  is  the 
result  of  disciplined,  long-term  strategies  and  some 
of  the  lowest  expenses  in  the  industry. 

You  get  fully  integrated  retirement 
plan  services,  plus  a  satisfaction  guaian- 
tee.  All  this  from  a  company  committed 
to  fulfilling  customers'  needs  for  118  years. 


the 


The  Principal  outperforms 

BIG  NAME  MONEY 

MANAGERS 

'Average  annual  return  after  investment  expenses  1994-1996 

3-Year 

3- Year 

Cateaorv 

Mutual  Fund 

Net  Return"   Principal  Retirement  Account 

Net  Return" 

Growth 

Fidelity  Magellan 

14,48% 

Medium  Company  Blend 

18.69% 

Growth  &  Income 

Vanguard  Windsor 

17.98 

U.S.  Stock 

18.33 

Equity-Income 

Fidelity  Equity-Income 

16.94 

Medium  Company  Value 

18.26 

Small  Company 

Janus  Venture 

12.93 

Small  Company  Blend 

16.33 

Foreign  Stock 

Templelon  Foreign 

9.60 

International  Stock 

11.59 

Corporate  Bond 

Fidelity  Intermed.  Bond 

4.64 

Bond  &  Mortgage 

6.43 

Gov't  Mortgage 

Fidelity  Ginnie  Mae 

6.22 

Government  Securities 

5.38 

Balanced 

Fidelity  Puritan 

12.49 

Stock  Emphasis  Balanced 

12.39 

AVERAGE 

11.91% 

13.43% 

No  wonder  more  employers  choose  us  to  administer 
their  401  (k)  plans  than  any  mutual  fund,  bank  or 
insurance  company.** 

To  learn  more  about  what  can  make 
your  retirement  plans  work  best,  give  us 
a  call  at  1-800-255-6613.  Or  contact  us  at 
www.principal.com  on  the  Internet. 


Financial 
Group 


401  (k)  and  Pension  •  HMO/PPO  •  Mutual  Funds  •  Securities  •  Annuities 
Life,  Healtii,  Dental  and  Disability  Insurance  •  Home  Mortgages 

©1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392.  ' Pensions  &  Investments,  February  7, 1994.  "Mutual  Funds  With  The  Most  Defined  Contribution  Assets. ' 
"CFO  magazine,  Apnl/May  1996,  Senior  Financial  Executive  Ranking.   Tlie  Principal  retirement  accounts  referenced  are  used  with  our  group  annuity  contracts  and  sold  to  qualified  retirement  plans. 
Products  and  services  offered  through  Principal  Mutual  Ufe  Insurance  Company  (The  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Sen/ices  Corporation  (member  SIPC). 

Securities  through  Principal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 


people  fancy  the  concept. 

John  Fregoncse,  director  of  growth 
management  services  for  Metro,  is  the 
chief  bureaucratic  advocate  for  the 
policies.  (A  citizens'  lobby,  1,000 
Friends  of  Oregon,  is  the  most  ardent 
voice.)  Fregonese  maintains  that 
rather  than  restricting  choices  Metro 
is  preserving  or  adding  options  so 
people  can  enjoy  an  urban  life  with 
less  dependence  on  the  auto. 

"The  world  is  a  different  place 
today  than  during  the  heyday  of  the 
single-family-home  neighborhood, 
and  man\'  of  today's  home  buyers  are 
looking  for  more  than  lot  size,"  Fre- 
gonese observed  in  an  unpublished 
letter  to  the  Ore^fonian  newspaper, 
another  backer  of  land-use  controls. 

If  there's  disagreement  over  what 
the  marketplace  is  already  doing  in 
Portland,  tliere's  even  more  dispute 
over  what  lies  ahead.  Hobson  John- 
son &:  Co.,  consultants  to  a  business 
advisory  group  on  Metro  2040,  fig- 
ures that  at  current  rates  of  econom- 
ic growth  and  with  no  land-boundar\' 
extension,  land  prices  in  Portland 
would  more  than  triple  in  the  next 
decade. 

Metro  has  counted  the  regional 
vacant  and  redevelopable  acres  and 
figures  they're  enough  to  handle 
most  of  the  area's  projected  growth. 
But  tliese  projections  aren't  a  science. 
Metro's  surveying  mistakenly  includ- 
ed a  church  parking  lot  as  buildable 
space,  for  instance. 

As  Jerald  Johnson  of  Hobson 
Johnson  notes:  "The  plans  are  predi- 
cated on  things  that  arc  not  know  n 
and  can't  be  known."  If  the  economy 
shifts,  state  and  local  laws  "can't  be 
changed  in  rapid  fashion.  If  you're 
WTong  in  your  forecasts,  you  can't  do 
amthing  about  it  for  years."  That's 
the  trouble  with  any  kind  of  planning. 
The  action  is  now,  in  today's  circum- 
stances. The  consequences  are  longer 
term,  in  changing  circumstances. 

Upzoning  in  the  interior  areas  is 
already  a  flashpoint,  and  the  skir- 
mishes that  have  broken  out  so  far 
suggest  this  is  going  to  be  a  bruising 
struggle.  In  Oak  Grove,  a  close-in, 
blue-collar  suburb  with  large  lots, 
homeowners  successfully  resisted  a 
plan  for  a  dense,  transit-oriented 
"town  center."  Turns  out  they'd 
rather  be  able  to  park  their  boats 


alongside  their  houses  than  be  able  to 
stroll  to  a  cafe  along  prett\'  sidewalks. 

In  a  more  recent  uprising,  leaders 
of  the  Multnomah  Village  section  of 
southwest  Portland  have  blanketed 
the  streets  with  signs  opposing  what 
they  say  is  an  attempt  by  cit\'  officials 
to  increase  the  area's  population  by 
20%.  Martie  Sucec,  an  "old  Sixties 
war  protester"  who  "didn't  think  I 
would  have  to  fight  my  own  govern- 
ment again,"  contends  that  some  of 
the  proposed  changes  would  deprive 
single  parents  of  an  affordable  place 
with  \  ard  space  for  their  kids. 

Resisters  in  these  and  other  low- 


irony  since  a  central  goal  of  the  plan- 
ners was  to  increase  this  stock.  Devel 
opers  may  have  other  aims. 

"I  got  people  out  of  their  cars," 
brags  Nanette  Watson  of  her  innova 
tive  six-unit  "bungarows"  built  on  a 
10,000-square-foot  lot  in  Ladd's 
Addition,  an  older  area  of  Portland 
It's  designed  to  be  tight  on  parking. 
Two  of  the  units  have  "granny  flats" 
(tiny  adjunct  apartments).  Watson 
concedes  that  such  developments 
increase   population  densit)',  but 
argues  that  it's  a  good  trend.  "Den 
sit\'  is  the  dirt\'  little  word  no  one 
wants  to  talk  about,"  says  Watson, 


Auto 
enemy? 


Urb.'VN  msionaries  didn't 
always  disparage  the  auto- 
mobile. The  famous 
early-20th-century  archi- 
tect Le  Corbusier  saw- 
broad  highways  as  part  of 
his  "radiant  cit\\"  A  con- 


Le  Corbusier's 
new  urbanism 


temporary,  the  Finnish- 
American  Eliel  Saarinen 
(designer  of  the  Helsinki 
Station),  wrote  approv- 
ingly of  "organic  decen- 
tralization" in  his  1943 
book,  TJje  City. 

Wliereas  planners  today 


seek  to  enliven  the  met- 
ropolitan street  in  order 
to  sa\e  it,  Saarinen  wrote: 
"Just  due  to  noise,  rest- 
lessness and  that  nervous 
rush,  many  of  the  finest 
strings  of  life  in  the  city 
have  been 
brought  out  of 
tune.  .\nd  .  .  . 
many  of  the  evil 
qualities  of 
human  nature 
have  been 
brought  into 
the  open."  He  wanted 
fewer  streets  but  more 
swift-traffic  corridors, 
although  he  preferred 
parkways — not  the  elevat- 
ed roadways  these  routes 
ft-equentlv  became. 

-T.W^F.  ■ 


densir\'  neighbcirhoods  say  their 
working-class  areas  have  been  target- 
ed, whereas  the  nooks  of  affluence 
have  escaped  the  planners'  push.  A 
tour  of  the  Portland  area  confirms 
this  impression.  The  protesters  say 
the  powers  that  be  are  in  cahoots 
with  developers  to  use  various  incen- 
tives to  boost  the  intensity'  of  land 
use,  creating  pressure  for  selling  out. 
Good-bye,  working-class  neighbor- 
hoods. Hello,  gentrification.  An 
unintended  consequence  of  rejuve- 
nating fading  areas  is  that  the  mar- 
ginal housing  stock  no  longer  trickles 
down  to  the  poor.  The  acute  scarcitN' 
of  cheap  housing  in  the  region  is  an 


but  it  can  be  a  plus  for  urban  safet\'. 
Opponents  of  compact  living  are 
"dinosaurs"  who  "just  want  to  see 
houses  and  lawns  like  they  have." 

Like  all  planners,  the  urban-limits 
people  have  a  strong  vision  of  how- 
people  ought  to  live.  Portland  plan- 
ning authorities  insist  on  such  things 
as  narrow  er  drivew  ays  and  neotradi- 
tional  design  before  granting  permits. 
("Neotraditional"  means,  for  in- 
stance, ha\ing  li\ing  quarters  face  the 
street — instead  of  the  garage  facing 
the  street,  as  in  modern  tract  "snout 
houses.")  They  xr\  to  chart  street  pat- 
terns, favoring  traditional,  or  spoke, 
grids  over  cul  de  sacs,  a  suburban 
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THE  GOOD  NEWS  IS  THERE'S  MORE  CHOICE  THAN  EVER  IN  RUSSI 

Capitalizing  on  the  pent-up  demand  tor  consumer  goods  and  services  in  emerging  economi 
promises  high  rewards,  but  it  also  carries  high  risks.  Often  these  markets  don't  ha\  e  the  commur 
cations  or  distribution  infrastructures  businesses  take  for  granted. 

For  companies  who  want  to  succeed  in  overseas  markets,  a  partner  familiar  with  the  politico 
business,  regulatory  and  cultural  climate  of  the  target  country  is  a  necessit^^  Fortunately,  AIG 
uniquely  positioned  to  help  companies  guard  against  the  many  risks  entailed  in  doing  business  abroa 


|1E  BAD  NEWS  IS  THERE'S  MORE  CHOICE  THAN  EVER  IN  RUSSIA. 

If  you  are  investing  in  overseas  markets,  AIG  can  help  you  protect  your  employees,  your 
)erations  and  your  balance  sheet  on  a  local,  regional  and  global  basis  through  its  unmatched  breadth 
insurance  and  financial  services.  Services  like  directors  and  officers  coverage,  employee  wtWTWSU 
snefit  plans,  foreign  exchange  management  and  travel  accident  coverages.  And  ^^^Hj 
^'ve  got  the  top  financial  ratings  to  back  us  up.  So  your    ^orlD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

)mpany  won't  be  left  wondering  which  way  to  turn  next.  American  international  Group.  Inc.  Dept.  A.  70  Pine  Street,  New  York,  NY  10270 


staple  of  recent  decades.  Planners  hate 
gated  communities,  both  for  their 
inefficiency  and  for  social  reasons. 

There's  a  twist  to  this  story:  The 
new  central  planning  is  undoing  old 
central  planning.  Metro  2040  in  Port- 
land frees  up  parts  of  the  market  from 
the  restrictions  of  traditional  zoning. 
Those  laws,  often  dating  to  the  early 
1900s,  are  predicated  on  separating 
land  uses.  Residential,  commercial 
and  industrial  areas  were  kept  apart,  as 
were  (effectively)  income  classes.  The 
new  school  brings  uses  together:  effi- 
ciency apartments  on  top  of  office  or 
retail  strips,  for  example. 

Sometimes  mixing  residential  and 
business  can  be  uncomfortable  for 
industry.  A  current  brouhaha  pits  the 
Pordand  neighbor  city  of  Beaverton 
against  Nike  Corp.,  which  wants  to 
expand  its  headquarters  campus  onto 
74  acres  that  public  officials  have  des- 
ignated for  tightly  packed  housing 
and  access  to  a  rail  line.  Nike  threat- 


ens to  look  elsewhere  in  the  West  for 
a  cit\'  to  host  the  potential  5,000  jobs. 

\Vliat  does  business  generalh'  think 
of  growth  management?  Some  have 
welcomed  it — the  Home  Builders 
Association  of  Metropolitan  Portland 
even  supported  the  development 
boundary,  figuring  it  would  smooth 
the  approval  process  within  and  be 
expanded  as  necessary.  (Disillusion- 
ment has  set  in,  however. ) 

Likewise,  farm  groups  and  compa- 
nies such  as  Tektronix  and  Hewlett- 
Packard  have  opposed  efforts  to 
repeal  the  growth  controls,  and  a 
major  regional  retailer,  Fred  Meyer 
Inc.,  continues  to  ally  itself  with 
Metro  policy.  (Some  suspect  that's 
because  growth  management  inhibits 
big-box  competitors'  expansions.) 
Metro  says  employers  like  the  stabili- 
ty' that  contiols  aim  to  bring.  Nation- 
ally die  issue  has  divided  two  big  real 
estate  lenders.  Bank  of  America  (for 
controls)  and  Wells  Fargo  (against). 


One  current  Portland-area  battle- 
grf)und:  463  agricultural  acres  held 
by  the  Sisters  of  St.  Mary  of  Oregon, 
for  sale  to  finance  the  nuns'  retire- 
ments. A  developer  wants  to  put  up 
to  4,000  homes  in  a  "master-planned 
community."  No  dice,  so  far,  in  get- 
ting included  in  the  buildable  zone. 
Meanwhile,  5  miles  away  but  inside 
the  growth  boundary  and  adjacent  to 
rail,  Trammell  Crow  is  being  official- 
ly welcomed  to  build  1,500  apart- 
ments and  an  office-retail  strip. 
That's  managed  growth. 

Inevitably  a  development  limit 
divides  winners  from  losers  in  land 
ownership.  As  early  as  1981  one  aca 
demic  found  raw  land  50  minutes 
from  downtown  Portland  selling  at 
$35,697  an  acre  inside  the  growth 
boundary  and  $19,688  outside.  In 
the  recent  speculation  for  buildable 
land,  that  gap  has  ballooned. 

What  is  it  about  sprawl  that  makes 
Pordanders  and  others  willing  to  draw- 
lines  that  make  some  property  owners 
rich  and  others  desperate?  The 
common  refrain  is:  "We  don't  want  to 
be  another  L.A."  But  that's  a  curious 
case  for  compact  living.  Los  Angeles, 
like  most  metropolitan  areas  of  the 
water-short  Southwest,  is  actualK'  one 
of  the  most  densely  populated  regions 
of  the  U.S.  Density  is  what  Portland 
seeks  more  of.  Randal  O'Toole,  a 
maverick  environmental  writer  from 
Oak  Grove  who  opposes  the  Metro 
plan,  points  out  that  Portland  is  mim- 
icking the  cit}'  it  most  detests. 

Economics  may,  in  the  end,  dictate 
the  outcome  of  the  batde.  If  Pordand 
housing  prices  keep  shooting  up,  that 
may  send  a  signal — even  to  property 
owners  reaping  a  windfall — that 
something  is  amiss.  Some  worry  that 
costs  could  bring  on  regional  reces- 
sion. A  dormant  economy  let 
Oregon's  growth -control  law  off  the 
hook  for  about  a  decade.  The  last 
time  growth  pressure  was  felt,  at  the 
apex  qf  a  lesser  boom  in  the  early 
1980s,  an  attempt  to  repeal  the 
growth  management  act  lost  by  only 
55%  to  45%  at  the  polls. 

A  late  1996  poll  for  Pordand  Gen- 
eral Electric  found  a  slight  plurality' 
favoring  retention  of  the  existing 
boundary  "even  if  that  means  .  .  . 
people  li\  ing  closer  together  in  small- 
er homes  in  your  neighborhood." 
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You're  in  busines 
to  be  the  best.*. 


Your  world  revolves  around  succeeding.  So  surround  yourself 
with  the  world-class  technology  and  reliability  of  Toshiba.  Then, 
you'll  know  you've  got  what  it  takes  -  including  the  Toshiba  Quality 
Commitment  -  a  guarantee  that  says  the  best  will  be  there  for  you, 
come  what  may.  With  Toshiba  Copiers  and  Fax,  you're  in  business. 
Connect  with  the  Toshiba  authorized  dealer  nearest  you.  Call 
1-800-GO'TOSHlBA  or  visit  our  Website:  http://copier.toshiba.com 
or  http://fax.toshiba.com 

In  Touch  with  Tomorrow 

TOSHIBA 

COPIERS  ♦  FAX 


New 


If  YOL"  CiN'T  BRING  'EM 

to  the  city,  bring  the  city 
SUburbanism  to  tliem.  That's  one  way 
of  describing  new  projects 
that  attempt  to  import 
compjci ,  ct>mmunity-ori- 
entcd  living  to  what  many 
regard  as  unhappy,  dis- 
connected suburbia.  The 
results  are  mixed. 
Peter  Cahhorpe  is  a 


Calthorpe's 
Laguna  West 


prominent  New  Urbanist 
planner/architect  from 
Berkeley,  Calif,  who  has 
projects  all  over  (his  Sun- 
nyside  Village  is  near 
Pordand,  Ore.).  Perhaps 
most  celebrated  is  a  Sacra- 
mento, Calif,  develop- 
ment called  Lagima  West. 


Designed  for  10,000  resi- 
dents, it  opened  in  1991 
to  praise  for  its  porches, 
village  green  and  walk- 
everywhere  lifestyle. 

It  also  opened  to  slow 
sales,  which  boosters 
blamed  on  California's 
recession.  In  six  years, 
only  630  homes  have 
been  sold.  A  commercial 
plaza  is  finally  opening, 
sparking  new  interest.  But 
a  planned  light-rail  line 
hasn't  materialized,  and 
only  a  rush-hour  express 
bus  connects  transit  com- 
muters to  the  city. 

Calthorpe's  even  bigger 
Northwest  Landing  proj- 
ect near  Tacoma,  Wash,  is 
having  a  similarly  sluggish 
rollout.  There,  too,  you 
need  a  car  for  life's  neces- 
sities; some  store  chains 
balk  at  conforming  their 
plans  to  a  master  design- 
er's fancy.  And,  typical  of 
these  amenity-heavy  repli- 
cas of  old-town  America, 
the  tight  accommodations 
will  cost  you  as  much  as  a 
roomier  lot  somewhere 
else.  -T.W.F.  m 


But  since  die  early  Nineties,  Pordand 
and  other  parts  of  the  state  have  been 
in  a  tear  from  in-migration  and 
growth  at  high-tech  companies  and 
locally  based  Nike  and  Freightliner 
(the  heavy-truck  unit  of  Daimler- 
Benz).  If  growth  limits  continue  to 
drive  up  the  cost  of  housing,  you  can 
expect  the  opposition  to  grow. 

Metro  authorities,  in  their  capa- 
cious, $200-a-square-foot  headquar- 
ters in  a  renovated  center-cit)'  depart- 
ment store,  are  conceding  litde.  They 
point  to  odier  western  regions  with- 
out comprehensive  growth  plans,  such 
as  Salt  Lake  City  and  Denver,  where 
prices  have  risen  faster  than  in  Port- 
land. But  consultant  Jerry  Johnson 
responds  that  in  those  cases  natural 
barriers,  such  as  mountains  and  bodies 
of  water,  limit  development.  A  better 
comparison,  he  says,  is  Las  Vegas,  the 
fastest-growing  metropolitan  area  in 


the  U.S.  There,  where  building  is  vir- 
tually without  constraints,  housing 
prices  have  remained  flat,  in  the  face  of 
fast- rising  population. 

On  a  tour  of  the  city  (by  auto,  alas), 
growth  czar  Fregonese  tells  Forbes 
he's  only  doing  right  by  his  adopted 
Oregon,  which  adores  farmland  "I'm 
not  on  a  crusade  or  mission  to  change 
the  world,"  he  avers.  "If  you  have  land 
scarcity  or  believe  you  should  con- 
serve, tliis  is  a  good  scheme." 

That  refrain  is  resonating  across  the 
country.  The  Portland  planners  are 
widely  sought  out  by  other  areas. 
Denver  and  Phoenix  are  talking  up 
growth  boundaries,  and  even  Michi- 
gan is  facing  the  issue  because  of 
development  along  die  booming  belt 
between  Detroit  and  Ann  Arbor. 

But  the  limits  movement,  with  its 
nostalgic  overtones,  keeps  bumping 
against  changing  reality.  Washington 


Post  reporter  Joel  Garreau's  1991 
book,  Ed£ie  City:  Life  on  the  New 
Frontier,  depicted  the  transformation 
of  the  suburb  into  a  new  kind  of  city 
that  flouts  the  textbook  model  of 
concentric  cities.  These  "edge  cities" 
are  complete  communities,  providing 
urban  cores  and  places  where  people 
work,  as  well  as  suburban-type  resi- 
dential developments.  They  are  small- 
er cities  on  the  outskirts  of  bigger 
cities.  Examples  are  White  Plains, 
N.Y.  and  Stamford,  Conn,  in  the  New 
York  metropolitan  area.  Examples 
elsewhere  are  Tysons  Corner,  Va.,  Las 
Colinas,  Tex.  and  Scottsdale,  Ariz. 

A  confessed  "card-carrying  Sierra 
Clubber,"  Garreau  has  grudgingly 
come  to  see  that  people  in  Edge  City, 
U.S.A.  are  more  or  less  getting  what 
they  want — and  in  a  totally  unplanned 
way.  "The  more  I  got  into  it,  the 
more  I  came  to  favor  anarchy  and 
chaos,"  he  says. 

Urbanologists  Peter  Gordon  and 
Harry  Richardson  at  the  University  of 
Southern  California  go  further  than 
Garreau.  They  have  published  work 
challenging  the  conventional  idea  that 
government  spending  on  roads  and 
traffic  facilities  subsidizes  the  flight  to 
the  suburbs.  They  say  that  nearly  all 
the  costs  are  borne  by  those  opting 
for  distant  locations.  They  also  point 
out  that  it  may  actually  cost  more  to 
concentrate  people  in  the  cities  than 
to  let  them  disperse  into  the  suburbs. 

Douglas  Porter,  a  Washington, 
D.C.-area  scholar  who  favors  growth 
boundaries  nationally,  says  they  won't 
mean  the  end  of  the  single-family 
home,  just  a  widening  of  alternatives. 
Those  who  really  want  to  enjoy  a  big 
lot — maybe  10%  to  20%  of  the  new- 
home  buyers — will  find  a  way  around 
the  controls,  and  that's  okay  by  him. 
The  mix  changes  back  toward  the  city, 
and  that's  what's  important  to  him. 

However,  a  very  large  number  of 
Americans  would  resent  being  driven 
back  to  a  small  lot  in  the  city  because 
they  could  no  longer  afford  their  big 
backyard  and  two-car  garage.  A 
recent  Denver  Post  series  looked  long- 
ingly at  Portland,  but  was  candid 
about  what  it  found  people  thinking: 
The  paper's  own  metastasizing 
metropolis,  it  said,  "can  be  attributed 
to  the  popularity'  of  the  single-family 
home  with  a  yard."  H 
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^Where  do  more  people  go 
|for  cellular  phones? 


Surprised? 

You  shouldn't  be. 


RadioShack  is  America's  #1  retailer  of  cellular  phones.  While  this  might  surprise  some,  it  really 
comes  as  no  shock  to  us.  After  all,  RadioShack  has  been  helping  people  understand  and  enioy 
electronics  for  years.  It's  only  natural  that  so  many  people  would  come  to  us  for  that  same  help  to  buy 
and  activate  a  cellular  phone  and  for  cellular  accessories.  For  our  store  near  you,  call  1-800-THE-SHACK®, 


RadioShack 

You've  got  questions.  We've  got  answers.* 


THE  BEST  WAY 


TO  TARGET  INDIVIDUAL 


INDUSTRIES? 


TRY  FIDELITY  SELECT 


PORTFOLIOS. 


FIDELITY  SECTOR  FUNDS:  YOU  PICK  THE  INDUSTRY,  WE'LL  PICK  THE  STOCKS 


you've  got  a  good  feeling  for  the  industry,  but  don't  have  the  time  or 
owth  potential  of  a  particular  resources  to  confirm  your  hunch, 


FIDELITY  SELECT  PORTFOLIOS^ 


Consumer  Sector 

1  Year 

5  Year 

10  Year 

or  Life  of  Fund 

Consumer  Industries 

5.30% 

1 1 .95% 

14.37%* 

Food  and  Agriculture 

9.15% 

14.99% 

1 5.67% 

Leisure 

2.37% 

1 5.28% 

1 1 .89% 

Multimedia                                  j  -10.70% 

15.12% 

13.34% 

Retailing                                     *  9.35% 

10.63% 

14.38% 

Rnancial  Services  Sector 

Financial  Services 

20.17% 

22.70% 

14.29% 

Brokerage/Investment  Management 

20.36% 

17.23% 

8.89% 

Home  Finance 

26.93% 

30.19% 

19.70% 

Insurance 

19.05% 

16.28% 

12.86% 

Regional  Banks  j 

25.95% 

24.19% 

19.46% 

Health  Care  Sector  flHHHB 

Health  Care 

10.01% 

14.42% 

16.40% 

Biotechnology 

-6.43% 

4.98% 

12.54% 

Medical  Delivery  ] 

-0.56% 

1 1 .77% 

16.01% 

Utilities  Sector       ■  ^.^KKK^KKKkl. 

Utilities  Growth  | 

9.48% 

1 1 .74% 

1 1 .24% 

Natural  Gas 

4.05% 

N/A 

6.06%* 

Telecommunications  1 

-3.74% 

14.49% 

14.51% 

Technology  Sector  j^hH^I^^ 

Technology 

10.59% 

20.15% 

13.16% 

Computers  , 

21.01% 

25.25% 

14.01% 

Developing  Communications 

-9.36% 

14.21% 

16.79%* 

Electronics 

29.10% 

32.48% 

16.72% 

Software  and  Computer  Services 

9.67% 

20.43% 

1 5.44% 

Cyclicals  Sector 

Cyclical  Industries      New  Fund 

NEW 

NEW 

NEW 

Air  Transportation 

-16.79% 

9.76% 

8.16% 

Automotive 

8.10% 

1 1 .68% 

11.11% 

Chemicals                                  1  3.04% 

13.79% 

12.99% 

Construction  and  Housing 

8.08% 

1 1 .85% 

8.91% 

Defense  and  Aerospace 

9.15% 

18.46% 

7.97% 

Environmental  Services 

2.47% 

4.34% 

5.44%* 

Industrial  Equipment 

9.28% 

17.51% 

9.61% 

Industrial  Materials 

-2.88% 

10.83% 

7.10% 

Paper  and  Forest  Products 

-3.21% 

10.74% 

5.65% 

Transportation 

2.17% 

15.05% 

12.57% 

Natural  Resources  Sector  VHHP 

1  Natural  Resources     New  Fund 

NEW 

NEW 

NEW 

American  Gold 

-15.46% 

13.28% 

3.13% 

Energy 

1  12.44% 

13.31% 

8.14% 

Energy  Service 

27.27% 

22.55% 

8.30% 

Precious  Metals  and  Minerals 

-22.13% 

10.11% 

0.80% 

March  1997  Average  Annual  Return' 


consider  Fidelity  Select  Portfolios. 
We  constantly  scrutinize  the 
market  for  the  most  promising 
opportunities  in  each  industry. 
Remember,  while  these  funds 
can  move  up  quickly,  they  can  fall 
just  as  fast?  Of  course,  you  may 
have  a  gain  or  loss  v^hen  you  sell 
shares,  and  past  performance  is 
no  guarantee  of  future  results. 


CALL  FOR 

YOUR  FREE 

FIDELITY  SELECT 

FUND  KIT 

and  consider  these 

funds  for  your  IRA. 

1 

CTa~.  1 

1-800-544-0165 

www.fidelity.com 

Fidfeliiy 


Inuestments' 


FIDELITY  INVESTMEWS® 


)D  SERVICE:  1-800-544-01 18  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET.  NETWORK* 
ir  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

veraec  annual  total  returns  for  the  penod  ending  3/31/97  are  historical  and  include  changes  in  share  price,  reinvestment  of  dividends  and  capital  gains,  and  the  effect 
the  funds'  3%  sales  charge.  Share  pnces  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  for  some  of  the  funds  during  the  periods  shown,  those 
nds'  returns  would  have  been  lower.  'Because  stocks  in  a  sector  fund  tend  to  move  the  same  way,  sector  funds  typically  exhibit  higher  volatility  than  broadly 
versified  mutual  funds  and  the  stock  market  as  a  whole.  If  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a 
demption  fee  equal  to  .75%  of  the  value  of  those  .shares.  For  shares  held  30  days  or  longer,  the  redemption  fee  is  up  to  $7.50.  In  addition,  there  may  be  a  $7.50  fee 
r  each  exchange  out  of  a  Select  equity  fund.  *Life  of  Fund  as  of  fund  inception  date  for  Consumer  Industries  is  6/29/90,  6/29/90  for  Developing  Communications, 
29/89  for  Environmental  Services  and  4/21/93  for  Natural  Gas.  Fidelity  Distributors  Corporation  FundsNetwork  is  a  .service  provided  by  Fidelity  Brokerage  Serxaces, 
Member  NYSE,  SIPC.  2d/29168.001 


You  signed  a  noncompete  agreement. 
How  enforceable  is  it? 

Just  a  piece 
of  paper.^ 


By  Janet  Novack 


It  was  a  1  KMri  iNG  offer. 
He  was  senior  vice  presi- 
dent of  a  Minnesota  health 
care  company.  A  head- 
hunter  was  offering  him  a 
chance  to  lead  a  compet- 
ing firm.  But  how  to  get 
around  the  "noncompete" 
agreement  with  his  present 
employer.^ 

Solution:  Rent  an  apart- 
ment in  the  San  Francisco 
Bay  area,  get  a  driver's 
license  and  sue  as  a  Califor- 
nia resident — state  law 
bans  noncompete  clauses. 
The  ploy  worked,  in  part, 
because  his  old  employer 
had  new  California  owners. 
Our  executive  happily  re- 
turned to  the  Midwest  to  ^^HH 
take  his  new  job. 

Do  noncompete  clauses  really  pro- 
tect companies  against  raids?  State 
laws  vary  all  over  the  lot  and  often 
contradict  each  other.  Miami  attorney 
James  Gale  has  litigated  noncompetes 
in  more  than  35  states.  He  advises 
employers  in  states  more  willing  to 
enforce  noncompetes  to  write  in  their 
agreements  that  disputes  must  be  lit- 
igated in  the  employer's  home  state 
under  that  state's  laws. 

In  general,  the  farther  you  go  west 
of  the  Mississippi,  the  harder  it  is  to 
enforce  a  noncompete.  Nevada's 
Supreme  Court  ruled  last  year  that  a 
noncompete  is  unenforceable  if  it 
places  an  unreasonable  hardship  on 
the  employee — ^whatever  that  means. 

In  Oklahoma  "many  judges  reach 
for  a  way  not  to  enforce"  noncom- 
petes, says  Oklahoma  City  law^^er 
Valerie  Couch.  She  has,  for  example, 
been  unable  to  get  a  one-year  non- 


Thomas  T.  Steele,  Tampa  attorney 
Florida's  new  law  is  toughest  on  top  executives. 


compete  enforced  against  a  local  tele- 
vision anchorwoman  who  jumped  to 
another  local  station. 

Couch  argued  that  her  client  had 
invested  heavily  in  the  anchor's  image. 
Tough  luck,  said  the  judge. 

Amidst  all  this  confusion  Florida's 
legislature  has  adopted  a  detailed 
statute  that  its  drafters  hope  vvdll  serve 
as  a  nationwide  model.  It  limits  an 
employer's  ability  to  enforce  a  non- 
compete by  requiring  that  the 
employer  must  demonstrate  he  is 
seeking  to  protect  a  "legitimate  busi- 
ness interest." 

What's  a  "legitimate  business  inter- 
est"? A  trade  secret,  of  course,  such  as 
a  piece  of  proprietary  software.  But 
the  law  also  covers  "valuable  confi- 
dential business  information  that  does 
not  legally  qualify  as  a  trade  secret," 
customer  relationships  and  "good- 
will." The  goodwill  provision,  for 


example,  would  cover  a  television  sta- 
tion's investment  in  a  news  anchor.  If 
a  boss  has  given  an  employee  "extra- 
ordinary" training,  that  can  be  pro- 
tected, too.  An  example  might  be  an 
employer-paid,  six-month  classroom 
training  course.  On-the-job  training 
isn't  enough. 

What's  different  about  the  new 
Florida  law,  and  what  makes  it 
employer-friendly,  is  that  it  requires 
judges  to  use  the  "legitimate  business 
interest"  test  while  explicitly  barring 
them  from  considering,  as  courts 
often  do,  the  "economic  or 
other  hardship"  that  enforc- 
ing a  noncompete  would 
impose  on  an  employee. 

The  Florida  law  will  be 
toughest  on  higher-up  exec- 
utives. If  they  are  privy  to 
strategic  plans,  they  will 
most  likely  be  prevented 
from  working  for  a  direct 
competitor  for  a  year  or 
two,  says  Tampa  attorney 
Thomas  T.  Steele,  who 
chaired  a  bar  committee 
that  drafted  the  new  law. 
But  lower-down  employees 
are  another  matter. 

For  example,  last  year  a 
Florida  appeals  court  de- 
clined to  enforce  a  one-year 
noncompete  against  a  "hair 
replacement  technician." 
The  agreement  was  signed 
before  the  present  law  went  into 
effect.  The  woman  was  fired  from  a 
Fort  Lauderdale  Hair  Club  for  Men 
and  then  set  up  a  competing  Boca 
Raton  business,  taking  about  20 
clients  with  her. 

Steele  figures  that  under  the  new 
law  the  woman  would  be  allowed  to 
work  for  a  competitor  but  couldn't 
serve  her  old  clients  for  a  year.  In 
another  case,  Steele  represents  a  group 
of  hourly  telemarketers  who  argue 
that  the  noncompete  agreements  they 
had  to  sign  are  invalid.  "They  received 
no  special  training,  knew  no  trade 
secrets  and  certainly  didn't  develop 
strong,  warm  customer  relationships," 
says  Steele. 

The  new  law,  he  notes,  allows  a 
judge  to  order  the  loser  to  pay  the 
winner's  legal  bills.  That  should  cur- 
tail unreasonable  lawsuits.  An  out- 
come devoutly  to  be  wished  for.  H 
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by  Perry  H.  Harris,  Director,  Management  Strategies,  the  Yankee  Group 


YanlcasGroup 


I  his 
I  pa' 


his  white  paper,  Year  2000  Compliance:  Bridging  the  IVIillennium,  was  pre- 
pared by  the  Computing  Division  of  the  Yankee  Group,  a  subsidiary  of 
Primark  Corporation.  The  Yankee  Group,  a  market  research  and  consulting 
firm  with  offices  in  the  United  States,  Canada,  United  Kingdom,  Japan, 
Australia  and  Brazil,  regularly  conducts  research  on  the  implications  of 
Year  2000  date  compliance  within  America's  leading  companies.  The 
Yankee  Group  has  over  600  client  firms,  all  of  which  have  been  oi  will  be 
impacted  by  the  Year  2000  compliance  issue. 


w 

Vy  itli  R/3  business  process  software, 
you  can  celebrate  the  new  millennium 
instead  of  dreading  it.  In  contrast  to  many 
other  software  systems,  R/3  already  supports 
four-digit  years.  As  a  result,  planning  in  the 
human  resources,  financial  accounting  or 
logistics  areas  poses  no  problems  at  all.  Just 
as  important,  you  will  also  be  prepared  for 
whatever  tomorrow  brings.  R/3's  strengths 
give  your  company  a  better  return  on  infor- 
mation and  a  steady  return  of  customers, 
today  and  well  into  the  future. 

"As  a  leader  in  the  software  industry,  SAP  feels  an  obligation  to  publi- 
cize the  Year  2000  problem  and  provide  solutions  for  it.  The  SAP  Year 
2000  Information  Center  has  been  established  as  a  source  of  advice  and 
information  made  available  on-line  and  at  major  industry  events.  The  web 
site,  www.sap.com/y2000,  works  to  show  how  existing  SAP  customers  have 
turned  crisis  into  opportunity  and  how  your  business  can  do  the  same." 


Raimund  Mollenhauer 

Corporate  Director, 
Communications  Media 
SAP  AG 


A  Belter  Reuirii  On  Injormation. 
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Bridging  the  Millennium 


Introduction 


A  car  rental  agent  asks  for  your  credit 
card  and  driver's  license  to  complete  the 
rental  agreement.  Everything  is  in  order, 
so  why  can't  they  issue  the  agreement 
and  send  you  on  your  way?  Simple:  your 
license  expires  in  the  year  2000  and  the 
rental  company's  computer  systems  just 
can't  accommodate  a  four-digit  date. 
Sorry  You're  out  of  luck. 

Think  this  is  just  an  isolated  example? 
Welcome  to  the  Year  2000  problem, 
where  anything  from  simple  ATM  with- 
drawals to  more  complex  computerized 
transactions  can  be  invalidated  if  they 
involve  a  date  that  ends  in  00. 

If  your  company  lacks  an  adequate 
strategy  for  dealing  with  Year  2000  date 
compliance,  it  may  be  at  serious  risk. 
Here's  why:  most  enterprise-wide 
information  technology  (IT)  systems 
implemented  before  1995  designate  any 
given  year  with  a  two-digit  date  field 
component.  This  technique  works  until 


the  system  needs  to  reference  any  date 
on  or  after  January  1,  2000  -  a  time 
when  both  the  decade  and  the  century 
will  change.  Some  existing  systems  will 
yield  incorrect  dates  or  date-based  calcu- 
lations; many  will  fail  outright. 

The  problem  is  simple;  the  resolution 
is  complex.  Hardware,  firmware,  system 
software,  application  software  and 
telecommunications  systems  will  all  have 
to  be  modified  or  completely  replaced.  File 
fields  and  files  will  have  to  be  expanded. 
All  this  will  cost  hundreds  of  billions  of 
dollars.  For  individual  enterprises,  the  cost 
could  range  from  $5  million  to  $50  mil- 
lion or  more,  depending  on  their  needs. 

The  challenge  lies  in  determining  how 
long  it  will  take  to  accomplish  the  repair 
and  knowing  exactly  when  it  must  be 
completed  for  various  systems.  The 
Yankee  Group  recommendation  for 
organizations  at  risk:  wait  no  longer 
to  establish  a  Year  2000  task  force  and 
begin  the  compliance  effort  at  once. 


Penny-Wise  and  Pound-Foolish 


The  IT  community  has  always  been 
cost-conscious  when  it  comes  to  design- 
ing both  systems  and  applications.  From 
the  early  days  of  computing,  both 
processor  and  peripheral  storage  were 
viewed  as  costly  commodities  to  be 
judiciously  and  efficiently  utilized. 
Programmers  and  system  designers  chose 
to  reference  dates  by  only  the  last  two 
digits  of  each  calendar  year  -  a  strategy 
that  saved  two  positions  of  storage  for 
each  date  processed  or  stored. 

For  large  organizations  with  hundreds 
of  thousands  of  records,  this  technique 
offered  real  savings.  Early  developers 
probably  assumed  that  the  systems  they 
were  implementing  would  be  retired  long 
before  the  date  fields  would  become  an 
issue  at  the  turn  of  the  century  Two- 
digit  year/date  references  thus  became 
the  industry  standard. 

As  time  progressed,  some  industries 
encountered  problems  with  this 
approach.  The  banking  and  insurance 
industries  first  ran  into  problems  in  the 
1970s.  Mortgage  and  annuity  calcula- 
tions projected  out  for  30  years  had  to 
be  able  to  span  the  year  2000,  forcing 
programmers  to  switch  to  a  four- 
position  date  field  in  order  to  correctly 
calculate  formulas.  Unfortunately  most 
of  these  organizations  limited  their 
changes  to  programs  and  systems  requir- 
ing this  specific  capability 


A  Question  of  Scope 


Today,  most  organizations  still  have 
significant  investments  in  thousands  of 
mission-critical  production  programs 
that  operate  with  only  a  two-digit  date 
field.  Dates  beyond  January  1,  2000,  will 


Vou  Don't  Live 


to  See  [lie  Veor 


Accelerate  into  the  right  century  with 
BDM  and  make  sure  the  last  thing  you  see 
is ...  1900.  OurSMART/2000+'"  solution 
prepares  you  for  the  millennium  starting 
now,  and  lets  you  conduct  business  as 
usual.  We  have  a  comprehensive  set  of 
options.  Choose  our  complete  end-to-end  solution  or  any  of 
our  phases  such  as  renovation  or  test  and  validation. 


SMART 

200O 


Either  way,  you  have  the  assurance  of 
our  world-class  management  and  test 
expertise  guiding  your  progress  to 
Year  2000  ...  and  beyond.  There's  no 
time  to  waste.  To  get  started  with 
SMART/2000+,  call  1-800-565-0162, 
e-mail  to  Year2000@bdm.com  or  visit  us  on  the  Web  at 
www.bdm.com.  We'll  make  sure  your  future  won't  be  ...  history. 
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Bridging  THt  Millennium 


Acxiom®  Corporation 
Year  2000  Strategy 


A, 


Charles  D.  Morgan,  Jr. 
President  and  Chairman 
Acxiom  Corporation 


kcxiom's  six-point  strategy  for  deal- 
ing with  Year  2000  challenges  includes: 

•  Understanding  the  data  flows  within  the 
enterprise  -  including  interfaces  with 
customers,  partners  and  external  suppliers 

•  Adding  Year  2000-reiated  requirements  to 
existing  and  future  enhancement,  mainte- 
nance and  reengineering  projects 

•  Dedicating  human  and  computer  resources 
-  especially  project  management 

•  Using  tools  and  automation,  but  not  over-relying  on  them 

•  Working  with  customers  and  partners  to  resolve  any  exposures 

•  Communicating  and  sharing  knowledge. 

It  is  important  for  all  associates  to  understand  the  issue  and  their  role  in 
this  effort.  Acxiom  is  communicating  to  its  associates  through  presentations 
and  by  sharing  Year  2000  knowledge  and  activities  via  the  corporate 
Intranet.  Charles  D.  Morgan,  Jr.,  President  and  Chairman  of  Acxiom  com- 
mented, "Due  to  the  dependencies  on  data  and  the  need  for  continuous 
uninterrupted  service,  our  real  challenges  are  project  and  change  manage- 
ment. Over-communication  is  absolutely  required." 


AgCIOM 
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Peter  Karmanos,  Jr. 
Chairman  and  CEO 
COMPUWARE  Corporation 


stablished  in  1973,  COMPUWARE  is 
one  of  the  world's  10  largest  software  com- 
panies, with  over  6,000  employees  and 
approaching  $1  billion  in  revenue.  From 
measuring  your  risk  to  converting  and  test- 
ing your  systems  to  providing  unparalleled 
production  support,  COMPUWARE  offers  the 
industry's  broadest  Year  2000  solution. 

We  recognize  that  while  each  organiza- 
tion's Year  2000  challenge  will  reflect 
unique  requirements,  all  our  customers  can 
benefit  from  an  approach  which  focuses  on 
cost-centric  reduction,  proven  conversion 
tools  and  techniques,  and  "factory-like"  automation  of  maintenance  and 
testing  tasks.  Production  2000  combines  products,  people  and  practices  in 
flexible  solutions  to  fit  our  customers'  requirements. 

With  over  3,300  consultants,  COMPUWARE  Professional  Services  have 
implemented  some  of  the  world's  largest  maintenance  conversions. 
Additionally,  COMPUWARE  Year  2000  products  like  Xpediter,  File-AID, 
O^^Hipersation  and  Abend-AID  are  installed  at  over  9,000  sites  around 
the  world.  With  over  200,000  COMPUWARE  products  in  use,  our  customers 
already  have  Year  2000  solutions  at  hand.  c<g4R!5s?. 

COMPOWAREI  I 

800-521-9353 
www.compuware.com 


consequently  cause  these  programs  to 
operate  incorrectly  or  even  cease  to  oper- 
ate. For  example,  a  program  that  calcu- 
lates the  term  of  a  five-year  car  loan 
beginning  on  July  1,  1996  and  ending  on 
June  1,  2001,  might  subtract  96  from  01 
and  yield  the  incorrect  result  of  -95. 
Other  programs  could  terminate  when 
they  attempt  to  divide  by  zero  in  the 
year  2000. 

Fixing  the  problem  is  relatively 
straightforward.  Affected  programs  must 
be  recompiled  with  four-digit  years. 
Associated  files  will  need  to  be  expanded 
in  a  similar  manner.  It  all  sounds  simple. 
Organizations  with  thousands  (or  tens  of 
thousands)  of  programs  to  analyze  and 
repair  will  require  significant  staff 
resources  to  make  the  modifications, 
however.  The  reason  is  that  many  of  the 
affected  programs  use  diverse  program- 
ming languages,  as  well  as  differing 
hardware  and  operating  systems.  To 
complicate  matters,  these  programs  may 
be  in-house  written,  purchased  and 
modified  packages  as  well  as  shrink- 
wrapped  alternatives.  Their  source  codes 
may  not  be  available.  Documentation 
levels  may  vary. 

Affected  data  may  also  reside  on 
storage  facilities  controlled  by  different 
access  methods  and  database  formats. 
Each  program  and  file  will  therefore  have 
to  be  dealt  with  individually;  at  the  same 
time,  the  conversion  effort  will  have  to 
be  carefully  synchronized.  Failure  to  mod- 
ify a  program  that  accesses  an  expanded 
date  field  will  cause  that  program  to 
malfunction  or  fail. 

Eventually,  organizations  will  have  to 
identif/  all  program/data  file  relation- 
ships -  at  least  for  files  with  embedded 


1996 


CFOs  are  alarmed  by  their 
companies'  exposure  to  the  Year  2000  Fault; 
the  first  system  failures  begin. 


Over  the  past  15  years, 


computer  technology 


1997 


Downsized,  overworked  staff 
diverted  from  other  key  projects;  average 
company  must  devote  24  staff-years. 


1998 


Forward-looking  companies  begin 
implementing  conversion  programs  begun  in 
1996;  others  procrastinate. 


has  revolutionized 


American  business. 


By  the  year  2000, 
it  could  cripple  it. 


1999 


Thousands  of  businesses  begin 
frantic  search  for  diagnostic  and  conversion 
resources;  options  limited,  prices  soar. 


Coopers  &  Lybrand  L.L.P. 
Not  Just  Knowledge.  Know  How/' 


2000 


Uncorrected  systems  fail; 
some  businesses  close  or  suspend  operations. 
Companies  that  addressed  Year  2000  F'ault  early 
enjoy  clear  competitive  advantage. 


There  could  be  a  time  bomb  ticking  inside  your 
business.  Nine  out  of  ten  software  applications 
weren't  programmed  to  calculate  past  December 
31,  1999.  So  any  date-sensitive  program  is  a 
potential  catastrophe  of  errors  or  crashes.  2000 
is  inevitable.  Failure  isn't.  To  assess  your  expo- 
sure andjesponse  and  have  us  perform  Diagnostic  ■ 
2000*"  for  you,  call  1-800-660-8027.  ext.  1001. 


Coopers  coopers*  Lybrand  L.L.R 

DrSnd         a  professional  services  firm 


Meeting  and  Conquering  the 
Millennium  Challenge 

Y 

Jear  2000  has  the  potential  to  strength- 
en your  business  or  cripple  it.  Which  will  it 
be?  From  BDM's  vantage  point  as  a  billion- 
dollar  systems  integrator,  there's  only  one  way 
to  deal  with  a  challenge  of  this  magnitude. 
Move  fast  forward  with  a  focused  Year  2000 
compliance  solution  across  all  levels  of  your 
enterprise. 

"Our  multi-phased  SMART/2000+'>"  solution 
helps  organizations  seize  the  opportunities  and 

clear  the  path  to  the  new  century.  Paving  the  way  for  progress  requires  a 
balanced  mix  of  processes  and  technical  know-how,  with  the  highest  level  of 
program  management  and  test  expertise  leading  the  way.  All  this,  and  more, 
is  built  into  BDM's  SMART/2000+  service.  Our  time-tested  methodologies 
allow  clients  to  conduct  business  as  usual  while  we  deal  with  making  your 
environment  Year  2000  ready.  Across  customers  and  their  systems,  BDM  is 
meeting  the  millennium  challenge  head  on.  Too  much  is  at  stake  for  any- 
thing less." 


Helen  M.  Seltzer 

President,  BDM 

Technologies 

BDM  International,  Inc. 
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oday,  every  organization  faces  the  inevitable 
IT  challenges:  rapidly  changing  technologies, 
decreased  resources  and  reduced  budgets.  To  pose  a 
rhetorical  question,  wouldn't  you  want  faster  time- 
to-market,  reduced  costs,  increased  resource  avail- 
ability, improved  quality  and  greater  flexibility? 
While  the  answer  is  obvious,  how  you  achieve  these 
results  is  not. 

"TCG  Software  is  a  U.S. -based  offshore  software 
services  company  with  a  very  different  model  than 
other  offshore  vendors.  We  have  an  established 
infrastructure  in  India  with  multiple  organizations 
and  locations.  Our  resource  pool  is  over  1,000  soft- 
ware professionals  and  growing.  Add  'local'  account 
and  project  management  and  you  have  a  combina- 
tion that  must  be  considered. 

"We  have  'Centers  of  Excellence'  in  India  providing  services  that  include 
Y2K  compliance,  application  development,  migration,  maintenance  and 
support,  and  Intranet  solutions.  As  our  clients  and  partners  can  attest,  the 
results  noted  above  can  be  achieved.  Time  won't  wait.  You  shouldn't  either." 


Norm  Corn 
President  and  CEO 
TCG  Software,  Inc. 


TCQ 


Software,  Inc. 


A  Chatterjee  Group  Company 


date  fields.  Organizations  have  recog- 
nized this  step  as  important  but  have 
never  been  willing  to  fund  it,  even 
though  documenting  these  relationships 
could  save  time  and  money  on  future 
development. 

Fortunately,  numerous  tools  have 
been  developed  to  handle  all  aspects  of 
Year  2000  compliance.  These  can  help 
programmers  assess  the  scope  of  the 
required  conversions;  identify  or  even 
correct  source  codes;  identify  related 
data  file  components;  and  manage  and 
coordinate  the  entire  conversion  effort. 


The  Problem  Spans 


Many  System  Components 


Compliance  problems,  unfortunately, 
are  not  limited  to  application  software 
and  file  formats.  These  programs  use  date 
information  that  is  often  obtained  from 
their  processor  hardware  and  operating 
system  software,  most  of  which 
accommodates  only  a  two-digit  date. 
Compliance  for  all  mainframe,  mid-range, 
server  and  desktop  systems  will  therefore 
also  be  required  before  the  year  2000. 
Telecommunications-related  facilities  will 
have  to  be  included  in  the  effort  as  well. 

Even  when  systems  are  written  or 
modified  to  accommodate  four-digit 
years,  problems  could  still  arise.  The  rea- 
son? Programs  may  improperly  account 
for  the  fact  that  2000  is  a  leap  year  - 
something  that  occurs  every  fourth 
century.  This  potential  error  will  have  to 
be  addressed  as  well. 


Significant  Staffing 


Resources  Are  Required 


For  most  organizations,  the  "find- 
and-fix"  stage  of  compliance  must  be 


^Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months/' 


Ed  McCracken,  Chairman  and  Chief  Executive  Officer 
Silicon  Graphics,  Inc. 


lf)ver    the    last    decade    Silicon  Graphics, 
he  leading  manufacturer  of  high-performance 
isual  and  enterprise  computing  systems, 
las  been  one  of  the  fastest  grow- 
ng  companies  in  the  world, 
"hey  needed  new  busi- 
less  applications  with 
lie  flexibility,  scal- 
bility  and  technical 
rchitecture  to  support 
heir  phenomenal  growth, 
iilicon   Graphics  chose  and 
mplemented  Oracle  Applications  on 
id's  high-performance  CHALLENGE  server  in 
ust  I  5  months. 


Market 

Management      Supply  Chain  i 
Management 


Human 
Resources 


Manufacturing 


Projects 


Finance 


®d  Technf 


Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle's 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  modules 
for  finance,  supply  chain 
management,  manufac- 
turing, projects,  human  re- 
sources and  market  management. 
Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1058,  ext.  10349  today.  Or  find  us  on 
the  Web  at  http://www.oracle.com/applications 
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ORACLG 

Enabling  the  Information  Age' 


Oracle 


Applications 


©1997  Oracle  Corporation.  Oracle  is  a  registered  trademark,  and  Oracle  Applications  and  Enabling  the  Information  Age  are  trademarks  of  Oratk-  Corporation.  All  rights  reserved. 

All  other  company  and  product  names  arc  trademarks  of  their  respective  owners. 


Y2K  Alert 


TIME.  BOMB. 


The  good  news:  There  is 
still  time  to  prepare  for 
the  year  2000.  But  you 
will  need  a  partner  who  is 
qualified,  experienced  and 
cost-efficient.  Few  but 
TCG  fit  the  bill.  We  are  a 
U.S. -based  company  with 
extensive  resources  in 
both  the  U.S.  and  India. 
We  have  the  infrastructure 
in  place.  We  are  ISO  9001 
certified.  We  have  a 
proven  track-record  in  this 
area.  And  we  understand 
your  need  for  speed. 


The  bad  news:  Not  all 

of  you  will  make  it.  Find 
a  partner  this  year  or  risk 
the  consequences.* 
Call  TCG  now  and  learn 
how  we  can  defuse  your 
dangerous  situation. 

*  GartnerGroup  report  Dec.  13,  1996 


TCQ 


Software,  Inc. 


A  Chatlerjee  Group  Company 

Your  Source  for  Offsourcing 

800-295-9212 

+1-201-864-3388 
200  Meadowlands  Parkway 
Secaucus,  l\IJ  07094  USA 
fax:  +1-201-864-3399 
email;  info@tcg-software.com 


completed  within  the  next  one  and  a  half 
years,  so  that  systems  entering  1999  will 
be  able  to  accommodate  typical  year-to- 
year  planning  cycles.  Needless  to  say,  the 
staffing  required  to  ensure  compliance 
on  the  broadest  possible  scale  is  signifi- 
cant. 

The  Yankee  Group  estimates  that  it 
will  take  an  average  of  one  workforce 
day  to  make  each  program  compliant. 
The  average  programmer  can  correct  an 
estimated  220  programs  per  year,  assum- 
ing an  equal  number  of  productive  days 
in  that  time  frame.  Thus,  companies  with 


10,000  to  50,000  programs  in-house  will 
each  require  between  45  and  225  work- 
force years  to  complete  conversion. 

To  put  it  another  way,  the  conversion 
effort  calls  for  an  average  commitment 
of  18  to  90  people  per  year  per  organi- 
zation. Assuming  an  annual  average 
requirement  of  55  people,  the  largest 
5,000  organizations  alone  will  require  an 
influx  of  275,000  programmers  during 
the  next  two  and  a  half  years.  This  will 
allow  for  extended  testing  and  fixing  of 
any  production  problems  encountered 
during  1999. 


H 


low  much  will  conversion  cost?  To  calculate  the  personnel  cost, 
divide  the  number  of  programs  in-house  by  220  (the  number  of  pro- 
grams that  can  be  converted  in  a  year)  and  multiply  by  the  average  cost 
of  in-house  staff  -  or  by  $125,000  for  external  staff. 

The  Yankee  Group  estimates  that  the  cost  of  hardware  and  software 
upgrades  typically  will  match  personnel  expenses,  depending  on  how 
current  the  infrastructure  components  are. 
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"Bridging  the  Millennium 


With  an  average  price  tag  of 
$100,000  per  year  for  both  on-staff  and 
external  workers,  the  staffing-related 
cost  for  the  "find-and-fix"  element  of 
conversion  will  reach  $68.75  billion. 
Testing,  management,  human  resources 
and  other  personnel-related  costs  will 
drive  this  cost  even  higher.  There  is  a 
catch,  however.  Adding  so  many  people 
on  staff  for  no  more  than  two  and  a  half 
years  poses  a  problem  with  outplacemen 
or  redeployment  when  the  project  reach- 
es completion. 

The  Yankee  Group  recommends  that 
companies  remedy  this  situation  by  rely- 
ing heavily  on  outside  resources.  Even 
this  could  be  complicated  since  most 
organizations  handle  a  variety  of  signifi- 
cant processes,  including  mainframe-to- 
client/server  conversions,  applications 
programming  provisions  for  merger  and 
acquisition  activity  government  and 
deregulation  compliance,  provisions  for 
new  competitive  offerings  and  so  on. 
These  changes  will  occur  at  the  same 
time  as  required  date  changes. 
Coordinating  them  will  therefore  be 
very  challenging  to  project  managers. 


Staff  Resources  Will  Be  Scarce 


For  at  least  the  past  five  years,  most 
organizations  have  repeatedly  cut  IT 
staffing  and  seen  a  flattening  of  their 
management  structure  -  all  in  an 
ongoing  effort  to  contain  expenses. 
Development  of  mainframe-based  legacy 
systems  has  also  been  severely  curtailed 
in  an  effort  to  empower  client/server- 
based  new  development  initiatives.  As  a 
result,  staffing  support  of  mainframe- 
based  applications  systems  has  been 
further  reduced. 


Columbus  used  the 
information  he  knew  to 
be  accurate,  combined 
it  with  the  expertise 
he  possessed  and  drew  a 
conclusion  that  changed  the 
way  we  look  at  the  world. 

As  a  young  man,  Columbus 
spent  hours  looking  westward 
across  the  Atlantic  at  ships 
coming  into  port.  First,  he 
would  spot  the  top  of  a  ship's 
mast.  Then,  slowly  more  of  it. 
Finally  the  entire  ship  would 
become  visible.  At  first 


HOW  CAN  A  SHIP  RISING  OUT  OF  THE  OCEAN 
CHANGE  THE  WAY  YOU  LOOK  AT  THE  WORLD? 


AT  ACXIOM,    WE    KNOW  THAT  A   BETTER  UNDERSTANDING 
OF   DATA  ALWAYS   LEADS   TO   GREAT  DISCOVERIES. 


puzzled,  Columbus  soon  recognized 
he  was  witnessing  proof  that  the 
world  was  indeed  round.  " 

At  Acxiom,  we've  built 
a  multi-national  company  on 
the  powerful  premise  that 
valid  data  in  the  right  hands 
at  the  right  time  can  have  a 
powerful  effect  on  your  world. 

Through  Acxiom's  integration, 
management,  and  split-second 
delivery  of  data  to  companies 


^»    across  America,  we  are  helping  our 
customers  turn  information  into 

profits  and  providing  data 
warehousing  and  business 
decision  support  for  the  most 
complex  marketing  challenges. 
As  the  leading  provider  of  data  and 
information  services,  Acxiom  can  help 
you  enhance  your  business  world  and 
explore  it  better. 

Build  on  your  knowledge 
with  Acxiom.  It's  how  you  know. 


AgUOM 

HOW  YOU  KNOW 

1-888-3ACXI0M  •  WWW:  http://www.aCxiom.com  Privacy  assured 
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Managing  Year  2000  Risks 


s  businesses  progress  through  their 
Year  2000  projects,  they  quickly  encounter 
risic-management  concerns.  One  system 
failure  could  lead  to  business  interruption, 
dissatisfied  customers  and  even  shareholder 
lawsuits. 

"The  best  risk-management  strategy  is  to 
identify  and  prioritize  applications  based  on 
their  value  to  the  business.  Keane  sees  three 
vital  risk-management  tactics: 

•  A  thorough  assessment 

•  Integrated  quality  assurance 

•  Well-planned  testing. 

"To  execute  these  activities,  businesses  need  a  process  for  achieving 
predictable  results.  This  is  best  accomplished  by  securing  a  partner  with 
relevant  experience,  a  proven  methodology  and  the  best  tools  available. 
Such  a  partnership  reduces  risk  and  substantially  increases  the  chances  of 
successful  project  completion." 


John  F.  Keane 

President  and  CEO 
Keane,  Inc. 
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Keane,  Inc.  is  a  $500  million  application  development,  outsourcing 
and  integration  services  company.  With  experience  from  hundreds  of 
Y2K  projects,  Keane  understands  all  of  the  requirements  of  Year  2000 
compliance.  Call  617-241-9200  for  information  on  our  Resolve  2000 
solution  or  our  Year  2000  white  papers. 


Bridging  the  Millennium 


Most  of  these  client/server-based  and 
other  mainframe  alternative  solutions 
have  been  delayed  because  of  their 
relative  complexity  and  higher-than- 
expected  cost.  As  a  result,  the  Yankee 
Group  estimates  that  mainframe-based 
legacy  systems  still  process  better  than 
75%  of  most  enterprises'  mission-critical 
production  systems. 

Over  the  next  three  years,  this 
percentage  will  likely  decrease,  but  an 
estimated  60%  of  the  enterprise-level 
production  processing  will  still  be  run 
on  mainframes  by  the  year  2000.  IT  man- 
agers now  face  a  dilemma:  they  will  have 
to  replenish  much  of  the  staffing  that 
they  have  worked  so  hard  to  eliminate  in 
order  to  make  the  Year  2000  compliance 
changes. 


Services  Vendors  tq  the  Rescue 


To  avoid  staffing  up  again,  many 
companies  will  turn  to  outside  service- 
based  IT  vendors,  includinq  qeneral 


outsourcing  vendors,  applications  devel- 
opment service  providers  and  system 
integrators,  and  general  IT  solutions 
providers. 

Outsourcing  vendors  clearly  recognize 
the  magnitude  of  the  compliance  chal- 
lenge. Most  of  their  business  is  com- 
prised of  multi-year  deals  that  will  span 
the  turn  of  the  century,  necessitating  a 
strategy  that  will  meet  the  performance 
requirements  of  existing  customers.  In 
providing  a  successful  Y2K  solution  to 
customers,  they  will  be  leveraging  their 
superior  capabilities  in  methodologies, 
tool  sets  and  project  management 
approaches. 

Applications  developers  and  service 
houses  could  also  provide  a  natural  fit 
for  solving  compliance  problems.  As  with 
general  outsourcing  vendors,  application 
support-service  providers  have  to  service 
their  own  products  as  well  as  those  of 
existing  customers.  Furthermore,  they 
have  much  to  offer;  they  are  specialists 


Mm 


in  application  support,  maintenance  and 
development  methodologies,  specific 
programming  languages,  database 
systems  and  project  management. 

General  IT  vendors  recognize  a 
responsibility  to  provide  compliance- 
related  direction  and  product  support  to 
their  customers  and  the  industry  at  large 
Not  doing  so  could  be  disastrous  for  the 
IT  industry  and  the  economy  in  general, 
particularly  if  many  IT-enabled  businesse 
cease  to  operate  effectively 

Whichever  venue  they  pursue,  corpo- 
rate customers  should  be  careful  to  seek 
vendor  assurance  that  all  existing  -  and 
future  -  systems  will  provide  Year  2000 
date  compliance. 


Who  Will  Do  the  Work? 


Whether  organizations  choose  to 
shoulder  the  compliance  effort  internally 
or  utilize  outside  service  providers,  one 
thing  is  certain:  the  demand  for  capable 
IT  staffing  will  increase  substantially  over 
the  next  two  years.  As  companies'  sys- 
tems begin  to  fail,  frenzied  management 
will  try  and  acquire  staffing  from  any 
possible  source.  Basic  supply-and- 
demand  logic  will  apply  Any  company 
that  has  recently  tried  to  staff  an  SAP 
development  effort  is  familiar  with  the 
difficulty  involved  in  finding  qualified  IT 
staff  in  a  hurry 

Ttie  situation  is  likely  to  worsen  for 
user  organizations  that  have  either  alien 
ated  their  employees  through  successive 
layoffs  or  failed  to  anticipate  the  magni- 
tude of  the  task  ahead.  These  organiza- 
tions are  ripe  for  mass  defections  as 
internal  staffers  realize  the  potential  to 
find  more  lucrative  work  on  the  outside. 

As  the  cost  of  human  capital  rises,  IT 
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With  R/3  and  AcceleratedSAP,  your  Year  2000  problem  can  be  history  in  a  matter  of  months. 
SAP  client/server  software  is,  and  has  always  been,  fully  Year  2000  compliant.  And  the 
'T^fa«fiM».«oi»,  AcceleratedSAP  method  has  been  proven  to  deliver  the  fastest  implementation  possible.  In 
fact,  customers  that  have  used  it  have  gone  live  under  budget  and  in  under  six  months.  Now,  they're  finding  out 
what  nearly  7, ()()()  other  companies  already  know  —  that  there's  nothing  like  K/3  to  get  a  better  return  on 
information  and  the  maximum  return  on  investment.  With  less  than  1 ,()()()  days  until  the  Year  2000,  there's  no 
better  time  for  you  to  find  that  out  than  right  now.  For  more  information,  visit  our  Year  2000  information  center  at 
www.sap.com/y2()00.To  get  information  on  AcceleratedSAP  or  Year  2000,  call  1 -800-283- i  SAI'. 


All  SAl*  references  herein  arc  the  registered  or  unrcgiMereil  trademarks  of  SAP  ACJ.   (OI997  SAP  Atiierua,  In 
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B  E  E  N   T  H  E  R  E  .   fl  QN  E  THAT. 


I  Bridging  the  jMillenniu.^ 
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Vou  only  have  to  address  the  Year  2000  challenge  once. 
Luckily,  Keane  has  been  there  analyzing  IS  portfolios  and 
building  and  managing  compliance  strategies  again  and 
again  for  leading  businesses  across  North  America. 

As  a  result,  Keane  has  the  experience,  methodology,  tools 
and  processes  to  competently  manage  this  business- 
critical  initiative.  And  our  clients  are  gaming  the  advantage  of 
this  experience. 

You  only  have  one  chance  to  address  the  Year  2000. 
Take  advantage  of  our  experience. 


Keane,  Inc.  is  a  $500M  software  development,  out- 
sourcing and  integration  services  firm.  For  information 
about  Keane  and  our  Resolve  2000  solution,  call 
617-241-9200  KEANE 
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service  providers  -  particularly  those 
that  specialize  in  applications  develop- 
ment and  maintenance  services  -  will 
have  a  hard  time  staying  competitive. 
Lowering  salaries,  however,  is  likely  to 
spur  additional  defections.  How  can 
these  companies  leverage  their  greatest 
asset  -  people  -  and  simultaneously 
maintain  stability  and  profitability?  One 
promising  approach  has  been  to  utilize 
cost-effective  off-shore  development 
resources  from  countries  such  as  India, 
Ireland  and  Eastern  Europe. 


Convincing  Corporate  Management 


Perhaps  the  most  challenging  problem 
of  all  is  to  convince  top  management  to 
fund  a  "simple"  multimillion-dollar  date 
change.  In  order  to  minimize  the  cost, 
corporate  management  may  seek  to  piggy- 
back other  system  modifications  with 
date  compliance.  Since  most  organiza- 
tions have  spent  the  last  20  to  30  years 
configuring  systems  to  their  own  unique 


needs,  trying  to  replace  them  all  by  the 
year  2000  poses  enormous  risks.  Even 
trivial  changes  can  trigger  dormant  faults 
and  lead  to  system  failure.  Furthermore, 
wholesale  system  changes  often  take 
much  longer  to  implement  than  antici- 
pated. Clearly,  a  smaller  focused  effort  on 
date  compliance  is  preferable.  The  Yankee 
Group  recommendation:  keep  your  eye  on 
the  ball  and  get  started  immediately. 

One  way  to  jump-start  compliance  is 
to  elect  an  eloquent  Year  2000 
spokesperson  to  garner  support  and 
secure  management  buy-in  and  funding. 
The  spokesperson's  job  is  to  alert  the 
organization  that  all  technology-based 
systems  may  be  at  risk,  even  those  not 
under  the  control  of  central  IT  such  as: 

•  Distributed  solutions 

•  Office  automation  systems 

•  Desktop  clients 

•  Shop  floor,  real-time  and  process 
applications 

•  Banking  automated  teller  machines 


(ATMs)  and  branch  automation 
equipment 

•  Bank  operational  support  equipment, 
such  as  reader/sorters,  cash  manage- 
ment workstations  and  imaging  system; 

•  Overseas  branch  office  support 
equipment 

•  Security  and  card  access  equipment 

•  Data-related  telecommunications 
systems 

•  Private  branch  exchange  (PBX)  and 
voice-related  telecommunications 
systems. 


In  Summary 


If  your  company  has  not  already  done 
so,  now  is  the  time  to  establish  an 
IT-based  Year  2000  compliance  task  force 
that  includes  senior  corporate  manage- 
ment -  those  individuals  with  a  proven 
track  record  in  planning,  estimating  and 
managing  projects  successfully.  Their  mis- 
sion: to  quickly  assess  the  scope  of  com- 
pliance issues  across  the  organization, 
build  realistic  budget  and  project  plans 
and  set  deadlines.  If  you  can't  find  the 
kind  of  talent  inside  your  organization  to 
form  a  task  force,  qualified  and  experi- 
enced people  are  available  on  the  outside. 

Your  company's  Year  2000  compli- 
ance effort  may  be  the  single  most  criti- 
cal IT  task  your  enterprise  has  ever  faced. 
It  deserves  nothing  less  than  the  best 
resources  you  can  find. 

The  author  can  be  reached  for  comments 
or  questions  at: 

the  Yankee  Group 

31  St.  James  Avenue 

Boston,  MA  02116-4114 

(617)  956-5000 

e-mail:  pharris@yankeegroup.com 
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Old  soldier  though  Re  is,  Alexander  Haig  refus 
If  his  communication  blimps  get  off  the  groun 

Airship 


By  Nikhil  Hutheesing 

ONCE  UPON  A  TIME  the  lighter- 
than-air  ship  was  the  symbol  of 
tomorrow.  Jules  Verne  and  all 
that.  In  1931  the  new  Empire  State 
Building  in  New  York  City  offered  a 
mooring  mast,  and  an  embarkation 
platform  on  the  102nd  floor,  for 
dirigible-borne  travelers;  however,  no 
airships  ever  moored  there.  Those 
lighter-than-air  dreams  went  poof  in 
1937,  when  Germany's  hydrogen- 
filled  Hindenbur£i  blew  up  in  Lake- 
hurst,  N.J. 

Blimps  are  back,  promoted  by  a 
bevy  of  investors  including  the 
former  Secretary  of  State,  General 
Alexander  M.  Haig  Jr.  The  goal  is  to 
revive  the  dirigible  as  a  rival  to  the 
communications  satellite.  Haig's 
Washington,  D.C. -based  Sky  Station 
International,  Inc.  has  grand  ambi- 
tions: provide  Internet  access,  tele- 
phony, videophone  service  and  high- 
speed data  networking  to  80%  of  the 
world's  population  by  2005. 

Genera]  Haig.^  This  is  the  guy  who 
announced  on  the  day  President 
Reagan  was  shot:  "As  of  now,  I  am  in 
control  here  in  the  White  House." 

If  it  can  raise  the  money.  Sky  Sta- 
tion, with  the  72 -year-old  retired 
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Business  fantasy  of  the  19.- 
Maybe  blimps  will  replace  communica- 
tions satellites.  But  don't  bet  the  farm. 


$5  b 
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field,  13  miles  into  the  stratosphere 
Like  a  satellite,  the  blimps  would  be 
able  to  relay  radio  communication 
signals.  Unlike  satellites,  the  blimps 
would  be  low  enough  to  permit 
high-bandwidth  communications 
channels  (up  to  155  megabits  per 
second  for  each  customer). 

To  tap  into  that  torrent  of  data, 
Sky  Station  says  you'd  need  no  more 
than  a  soup-bowl-size  satellite  dish 
costing  $100  to  $200.  You'd  pay  a 
dollar  a  day  for  use  of  the  system — 
and  that  would  include  unlimited 
cellular  service.  Maybe.  (Sky  Station 
has  changed  plans  at  least  once.) 

Besides  financing.  Sky  Station 
faces  a  few  other  hurdles.  One  of 
these  hurdles  is  to  get  the  Federal 
Communications  Commission  to 
hand  over  a  slice  of  the  broadcast 
spectrum  not  currendy  in  use,  in  the 
47  gigahertz  band.  This  is  a  squeaky- 
high  frequency  that  requires  some 
unusual  electronic  equipment  and  is 
sensitive  to  atmospheric  moisture. 
Meaning:  A  rainstorm — or  even  a 
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thick  cloud — will  block  it. 

Each  blimp  would  weigh  11  tons, 
which  in  the  event  of  a  puncture 
could  be  unpleasant  for  the  people 
living  underneath.  That's  what 
Motorola  told  the  FCC  in  opposing 
Sky  Station's  request  for  the  spec- 
trum. Motorola  is  not  impartial, 
having  a  competing  low-orbit  satellite 
communications  system,  Iridium,  in 
the  works. 

Then  there's  the  question  of  teth- 
ering those  blimps.  Upper-atmos- 
phere winds  would  tend  to  push 
them  from  their  appointed  place.  To 
buck  the  wind.  Sky  Station  claims  to 
have  a  revolutionary  ion  engine  that 
can  keep  the  blimps  stationary  for  ten 
years-plus. 

The  engine  was  invented  by  Sky 
Station's  chief  scientist,  Alfred  Wong, 
head  of  the  plasma  physics  lab  at 
UCLA.  It  gathers  its  energy  from  an 
array  of  solar  cells  and  its  propellant 
from  the  surrounding  atmospheric 
gases.  The  solar  cells  impart  an  elec- 
tric charge  to  the  gas  atoms,  then 
accelerate  the  ions  through  an  electric 
field,  producing  a  softly  glowing  blue 
jet.  Witli  the  resulting  thrust,  the  diri- 


gible can  tread  air,  as  it  were. 

Apparently  the  invention  was  what 
first  grabbed  Haig's  attention.  He 
then  set  out  to  find  a  way  to  com- 
mercialize it  and  hit  on  the  telecom- 
munications dirigible. 

Outside  of  Sky  Station  no  one 
seems  to  know  much  about  Wong's 
technology.  To  prove  that  the  ion 
engine  is  more  than  a  fantasy,  Sky 
Station  is  paying  NASA  for  use  of  its 
Lewis  Research  Center's  Plum  Brook 
Station  in  Sandusky,  Ohio  to  test  the 
technology  in  an  environment  that 
simulates  the  stratosphere.  "They 
came  to  us  to  perform  a  design 
review,"  says  James  Bagwell,  a  NASA 
commercial  communications  satellite 
program  manager.  "But  their  infor- 
mation was  very  coarse  and  prelimi- 
nary. It  really  didn't  exist." 

These  are  all  things  investors  need 
to  think  about.  Sky  Station  plans  to 
fund  the  venture  with  $675  million 
in  equity.  Another  $2.2  billion  (so 
says  the  FCC  filing)  is  supposed  to 
materialize  from  retained  earnings. 

Key  investors  include  Haig's 
Worldwide  Associates  and  Team 
Technologies.  Team  Technologies  is 


headed  up  bj^^Sky  Station's  chief 
executive,  Edward  Silansky.  His  cre- 
dentials are  not  reassuring.  Earlier  in 
his  career  he  helped  run  a  computer 
equipment  and  software  company,  TU 
International,  into  financial  ruin. 
President  and  chief  operating  officer 
of  Sky  Station  is  Haig's  45 -year-old 
son,  Alexander  P.  Haig,  who  has  a 
law  degree  from  Georgetown. 

The  company  does  not  lack  for 
visionaries.  Harry  Darlington  IV,  Sky 
Station's  director  of  international 
relations,  is  an  ozone  activist.  (The 
blimps  are  environmentally  more 
benign  than  sateUites,  whose  launch 
rockets  tear  up  the  atmosphere  with 
their  hot  exhaust.)  Martine  Roth- 
blatt.  Sky  Station's  executive  vice 
president  for  international  operations, 
helped  start  such  satellite  ventures  as 
PanAmSat,  Geostar  and  WorldSpace 
during  her  former  life  as  Martin 
Rothblatt.  A  bit  of  an  eccentric, 
Rothblatt  promotes  transgenderism 
at  an  Internet  site  featuring  thighs 
and  buttocks  (www.webworqs.com). 

Is  one  to  take  all  this  seriously? 
Hey,  people  said  Christopher  Colum- 
bus was  a  nut.  H 
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othing  warms  the  heart  quite  like 


While  developing  new  ways  for  friends  and  loved  ones  to 
express  their  affection,  hiallmark  Cards  fell  In  love  with  the 
business  possibilities  they  discovered  on  the  Internet. 

Hallmark,  wKh  the  help  of  Giant  Step,  a  Microsoft''  Site 
Builder  Network  member,  used  Microsoft  technology  to  build 
a  profitable  Web  site  that  customers  use  to  send  personalized 
cards  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
and  collectibles,  and  even  have  digital  reminders  sent  of  their 
important  events.  At  the  same  time.  Hallmark  is  able  to 
collect  valuable  information  to  help  provide  their  customers 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hailmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  be|ow. 


MiciQsoit 

Where  do  you  want  to  go  tOflay?®  wyyw.microsoft.com/sitebuilder/webadvantagti^ 


COMPOTERS/COMHWNlCATtONS 


FORE  Systems  put  all  its  eggs  in  the  ATM  basket. 
That  basket  may  not  be  capacious  enough. 

A  svdtch  in  time 


By  James  Samuelson 

"Let's  kick  ass."  With  that  rousing, 
if  inelegant,  exhortation,  Onat  Men- 
zilcioglu  concluded  his  speech  at  a 
FORE  Systems  meeting  in  January. 

The  38 -year-old  cofounder  had 
every  reason  to  sound  off,  given  his 
company's  sterling  record.  In  its 
1995  fiscal  year  (ended  Mar.  31, 
1996),  the  Warrendale,  Pa. -based 
computer  networking  outfit  earned 
$21  million  before  taxes  on  $235 
million  in  revenue- — more  than  dou- 
ble the  fiscal  1994  revenue  and  six 
times  1993  revenue. 

But  FORE  Systems  will  have  to  kick 
plenty  of  butt  if  it  wishes  to  stay 
aliead.  Its  success  came  from  being 
first  to  market  with  a  new  product.  Its 
network  switching  gear  uses  the  so- 
called  asynchronous  transfer  mode 
(ATM).  Now  bigger  firms  are  either 
offering  ATM  switches  or  finding  new 
ways  to  compete  against  them. 


FORE  pioneered  in  using  ATM  to 
increase  a  computer  network's  carry- 
ing capacity.  In  this  method  of  rout- 
ing bits  around  the  wires  in  a  net- 
work, streams  of  voice,  data  or  video 
traffic  are  carved  into  small  packets 
of  fixed  length.  These  packets  can  be 
routed  independently  from  one 
point  in  the  network  to  another.  Bell 
Labs  invented  a  precursor  to  ATM 
back  in  the  late  1970s,  but  pretty 
much  left  it  on  the  shelf. 
Menzilcioglu  and  three  other 
researchers  in  the  computer  science 
department  at  Carnegie  Mellon, 
while  developing  a  high-speed  cus- 
tom network,  realized  that  ATM  tech- 
nology would  be  a  good  basis  for  a 
commercial  enterprise.  Their  project 
professor  said,  "What  a  stupid  idea." 

The  researchers  landed  a  Navy 
ATM  contract,  worth  $1.1  million.  It 
would  be  Job  One  in  a  series  of 
commercial  blockbusters.  No  stock 
options  for  the  professor.  The 
FORE   founders   are   now  each 
worth  $30  million  on  paper. 

FORE  got  its  name  from  the 
first  letters  of  their  first  names — 
Chief  Executive  Eric  Cooper, 
38,  the  only  native  U.S.  citizen; 
Francois  Bitz,  37,  a  French 
Swiss,  who  designs  the  switch- 
ing products;  Robert  Sansom, 
37,  a  Brit,  who  does  the  software; 
and  Menzilcioglu,  a  Turk,  who  han- 
dles internal  operations.  They  ran  a 
tight  operation — no  venture  capi- 
tal, no  bank  loans,  no  paying 
retail.  Instead,  the  former  acade- 
mics went  dumpster-diving  for 
everything  fi-om  office  computers 

FORE  founders  (from  left) 
Robert  Sansom,  Eric  Cooper, 
Onat  Menzilcioglu,  Frangois  Bitz 
The  professor  was  wrong. 
ATM  wasn't  such  a  dumb  idea. 


to  beat-up  furniture. 

In  1992  they  delivered  their  first 
product  to  the  Navy,  which  told 
them  there  was  nothing  else  that 
could  approach  the  power  of  ATM. 
The  good  word  spread  on  the 
Internet,  and  FORE  started  getting 
unsolicited  orders  from  universities. 

FORE  enjoyed  at  least  a  year's  head 
start  in  ATM  because  other  network 
designers  were  focusing  on 
Ethernet,  a  more  established  net- 
working technology  that  uses  pack- 
ets of  variable  length.  Ethernet 
was — and  still  is — pretty  much 
unbeatable  in  linking  desktop  com- 
puters trading  data  files.  But  until 
recendy  Ethernet  was  inferior  to  ATM 
for  users  who  wanted  to  interweave 
voice  and  video  on  the  same  wires 
used  for  PC  data  traffic. 

Then  in  1996  Cisco  ($4.1  billion 
revenues  in  fiscal  year  1996)  and 
3Com  ($2.3  billion),  among  other 
companies,  began  to  pump  out  ATM 
products.  In  the  last  quarter  of 
1996,  Cisco's  ATM  unit  outsold 
FORE,  $170  million  to  $112  million. 
fore's  share  of  the  ATM  switch  mar- 
ket, as  high  as  28%  in  1995,  fell  to 
19%  in  1996. 

fore's  strength — its  primary  focus 
on  ATM — could  be  a  fatal  weakness  if 
Ethernet  continues  to  show  signs  of 
life.  New  versions  of  Ethernet  handle 
video  quite  nimbly,  and  many  experts 
believe  it  will  soon  be  able  to  match 
ATM's  power.  (A  standard  ATM  net- 
work can  move  622  million  bits  per 
second;  Ethernet  engineers  expect  to 
top  this  figure  soon.)  If  that  happens, 
FORE  will  be  just  one  more  hotshot 
litde  company  that  won  a  temporary 
advantage,  only  to  lose  it.  Says  3Com 
Systems  President  Robert  Finocchio: 
"FORE  came  out  and  sold  ATM  as  a 
religion.  We  sold  switching,  which 
happens  to  use  ATM." 

At  15/^,  FORE  Systems  still  has  a 
market  capitalization  of  $1.5  billion. 
The  momentum  investors  who  i 
drove  the  stock  to  44  last  spring  have  ; 
abandoned  it.  FORE  took  in  revenues  ; 
of  $100  million  or  so  in  the  last  \ 
quarter,  up  fi-om  $75  million  a  year  | 
earlier,  but  down  11%  from  the  i 
December  quarter — and  that  is  why  \ 
investors  punished  it  so  badly.  If  the  i 
revenue  slippage  continues,  more  \ 
punishment  could  be  in  store.     H  ! 
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Videogame  producers  have  shot  one  another 

to  pieces.  Electronic  Arts  has  escaped  the  carnage. 

Zap!  Blast! 


By  Nikhil  Hutheesing 

For  computer  game  publishers  the 
correction  began  long  before  April 
1997.  Since  Jan.  2,  1996  Acclaim 
Entertainment's  share  price  has 
dropped  by  67%,  GT  Interactive  Soft- 
ware Corp.'s  by  51%,  Broderbund 
Software's  by  63%  and  7th  Level's  by 
80%.  Now  that's  a  bear  market. 

Count  Electronic  Arts  a  survivor — 
its  stock  is  off  only  13%  since  the 
beginning  of  last  year.  Sales  for  the 
fiscal  year  that  ended  Mar.  3 1  proba- 
bly topped  $600  million,  up  13% 
from  a  year  earlier.  Earnings:  $50  mil- 
lion or  so.  Does  this  outfit  have  a  ray- 
gun-proof  shield.''  No,  just  a  collec- 
tion of  tactical  advantages. 

One  is  a  good  sense  of  timing. 
Four  years  ago  the  game  industry 
began  a  rocky  transi- 
tion from  16-bit  car-  r. 
tridge    players  like 
Super  Nintendo  to  32- 
bit   CD-ROM  players 
that  are  completely  dif- 
ferent electronically. 
Move  too  fast  and  you 
get  ahead  of  your  cus- 
tomers. Move  too  slow 
and  you  wind  up  with 
a  lot  of  unsalable  inventory. 

ea's  timing  was  perfect.  It  kept 
developing  16-bit  cartridge  games 
until  last  year.  But  it  shifted  resources 
into  the  new  format  ahead  of  such 
competitors  as  Acclaim.  For  that,  ea 
can  thank  the  influence  of  its  founder, 
William  (Trip)  Hawkins. 

Hawkins  quit  EA  in  1994  to  start  a 
new  venture,  3DO.  3DO  developed  a 
game  player  using  32-bit  processors, 
then  on  the  leading  edge.  The  3DO 
player  flopped,  but  the  bold  gamble, 
while  painfial  to  3DO  investors, 
helped  EA.  Hawkins  had  persuaded  his 
former  colleagues  at  EA  to  invest  heav- 
ily in  producing  games  that  use  a  32- 
bit  CD-ROM  format.  That  exercise  gave 
EA  valuable  experience.  When  Sony 


Electronic  Arts'  Lawrence  Probst 
and  Bing  Gordon 

Videogame's  hottest  brand:  EA  Sports. 


came  out  with  its  32- 
bit  CD-ROM  PlayStation 
in  1995,  Hawkins'  old 
firm  was  positioned  to 
become  the  biggest 
game  publisher  for  it 
other  than  Sony  itself. 
PlayStation  accounts 
for  a  fourth  of  EA  sales. 
In  March  Sony 
dropped  the  price  of  the  box  25%,  to 
$149.  That  should  spur  demand  for 
such  EA  hits  as  Soviet  Strike  and  John 
Madden  Football. 

Next  advantage:  diversity.  All  the 
gamemakers  try  to  spread  their  risks, 
but  they  don't  all  succeed.  This  year 
Acclaim  will  make  roughly  one  fourth 
of  its  sales  with  a  single  title,  Turok: 
Dinosaur  Hunter.  Maxis  depends  on 
SimCity  for  almost  all  its  revenue.  EA 
has  a  broader  portfolio,  with  no  one 
item  bringing  in  more  than  10%  of 
revenue,  boasts  Lawrence  Probst,  46, 
ea's  chief  executive. 

"We  think  it's  better  to  be  number 
two  in  a  lot  of  areas  than  number  one 
in  one,"  says  William  (Bing)  Gordon, 
47,  ea's  executive  vice  president. 


"Once  you're  in  the  top  five,  getting 
to  number  one  requires  a  large 
amount  of  luck.  [You  can't]  build 
luck  into  a  business  plan." 

Third  advantage:  branding.  "I 
watched  the  branding  of  Henry 
Weinhard's  premium  beer  and  Pills- 
bury  and  realized  the  difference 
between  the  branded  product  and  the 
generic  one  can  be  30%,"  says 
Gordon,  who  once  worked 
for  ad  agency  Ogilvy  & 
Mather. 

~  ea's   star   brand   is  EA 

i    Sports,  including  such  hits  as 
ip    John  Madden  Football,  NBA 
^     Live,  NHL  Hockey  and  PGA 
Tour  Golf.  Last  year,  ea 
spent  $6  million  on  five 
John     Madden  Football 
games.  It  has  sold  close  to  2 
million  units,  bringing  in 
$70  million.  With  this  many 
top  sellers  the  EA  brand 
inevitably  earns  consumer 
h  recognition,  loyalty  even. 

A  A.  i  Now  Microsoft  and  Nin- 
tendo are  trying  to  muscle  in 
with  brand-name  strategies.  They've 
got  a  long  way  to  go  since  EA 
accounts  for  half  of  all  sports 
videogame  sales.  It  is  building  that 
brand  with  soccer  games  in  the  hope 
of  spurring  sales  abroad — a  market 
that  today  accounts  for  half  of  ea's 
sales.  Probst  says  he  wants  to  get  66% 
of  sales  from  overseas  by  2000. 

Fourth  advantage:  infrastructure. 
Acclaim  and  Maxis  farm  out  distribu- 
tion. EA  doesn't:  Every  day  200-plus 
salespeople  in  50  countries  talk  to  re- 
tailers about  consumer  reactions  to  its 
games.  This  is  the  largest  sales  force 
in  the  business,  and  it  keeps  EA  in 
touch  with  what  is  happening  in  the 
stores.  The  next  transition  is  from  32 
bits  to  64  bits.  Recently  Nintendo 
introduced  a  64-bit  machine,  but  the 
larger  CD-ROM  market  is  still  solidly 
32-bit.  You  don't  want  to  be  too 
early  in  these  transitions,  or  too  late. 
Listening  to  the  beat  of  the  market  is 
everything. 

Toy  industry  analyst  Gerard 
Klauer  Mattison  &  Co.  predicts  the 
videogame  business  will  soon 
rebound,  with  sales  of  software  up 
18%  in  1997,  to  $4.5  billion.  If  EA 
can  prosper  in  an  industry  slump,  it 
should  mint  money  in  a  boom.  Hi 
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Joseph  R.  Garber  is  a 
strategist  with 
Americom  Corp,  in  San 
Francisco. 
garber@well.com 


Much  nonsense  has  been  written  about  the 
Internet's  social  benefits.  Al  Gore  opines  that 
the  Net  will  bring  "economic  progress,  better 
solutions  to  global  and  local  environmental 
challenges,  improved  health  care,"  thereby 
creating  a  "new  Athenian  age  of  democracy." 

Sorry,  Al,  the  hierarchy  of  human  needs  is 
not  food,  shelter,  clothing,  database  retrieval. 
Only  about  a  quarter  of  Ajiierican  households 
(and  less  than  2%  of  the  world's  population) 
have  computers  with  modems.  The  Internet  is 
neither  a  mass-market  phenomenon  nor  a 
magic  elixir  for  ennobling  the  masses. 

Case  in  point:  Nettled  by  flying  saucer  nuts, 
Alan  Hale,  codiscoverer  of  comet  Hale-Bopp, 
put  a  message  on  the  Net  denying  that  his 
comet  was  aimed  at  Earth  by  a  gigantic  UFO. 
Whereupon  the  innocent  astronomer  was 
bombarded  by  flame  mail.  Sample  rant:  "As  a 
scientific  and  a  researcher  I  am  ashame  on  the 
way  you  have  teatcd  this.  From  the  Inquisi- 
tion to  now  I  do  not  see  any  progres  on  your 
Httle  mind." 

Recommendation  if  you  get  smeared: 
Unless  you  want  to  fund  precedent- 
setting  litigation,  grin  and  bear  it. 


Count  on  it:  These  days  if  you  say  some- 
thing on  the  Net,  grammatically  challenged 
Athenian  democrats  will  pillory  you.  I  learned 
that  lesson  afl:er  quoting  a  Federal  Trade 
Commission  announcement  (Forbes,  Feb.  24) 
that  Destiny  Telecomm  was  a  target  in  a 
crackdown  on  pyramid  schemes  and  such.  As 
soon  as  my  words  showed  up  on  Forbes'  Web 
site.  Destiny's  sales  reps  went  on  the  digital 
warpath,  denouncing  me  as  a  liar,  a  cat's-paw 
for  Destiny's  competitors  and  an  all-around 
Great  Satan. 

Reasonable  soul  that  I  am,  I  figured  politely 
responding  witli  the  facts  was  tlie  best  way  to 
quell  die  uproar.  Bad  move.  The  facts  only 
made  'em  madder. 

So  what  can  you  do  if  members  of  the  Vice 
President's  Internet  Utopia  decide  that  they 
are  electronic  ayatollahs  and  you  are  a  sofi:- 
ware  Salman  Rushdie?  According  to  promi- 
nent San  Francisco  attorney  Howard 
Nemerovski,  not  very  much.  The  technolog)' 


is  moving  faster  than  the  law,  and  many 
issues  haven't  been  resolved.  Consider  this:  If 
you  demand  that  a  Web  site  libeling  you, 
your  products  or  your  company  remove  the 
offensive  material,  its  operator  can  argue  the 
site  is  just  a  transmission  medium,  no  differ- 
ent from  the  phone  company  or  the  post 
office,  and  no  more  liable  than  they  for  the 
messages  they  carry.  The  courts  might  agree; 
I  sure  do. 

What  about  going  aft:er  the  source  of  the 
misinformation.'  Forget  it.  You  have  to  find  a 
slanderer  before  you  can  slap  him  with  a  court 
order.  But  tracking  down  someone  hiding 
behind  a  fictitious  screen  name  isn't  easy.  I 
tried  tracing  my  most  persistent  harasser  to  his 
electronic  lair,  only  to  discover  that  behind  his 
pseudonym  was  another  pen  name  .  .  .  and 
another  .  .  .  and  another. 

Then,  too,  there  are  a  bunch  of  Internet 
"anonymous  remailer"  services  available  free 
of  charge  to  poison-pen  pests.  And  even  if 
you  can  identify  the  people  who  are  plaguing 
you,  most  of  them  are  probably  countercul- 
tural  oddballs  who  don't  worry  about  losing 
their  assets  in  a  libel  suit  because  they  don't 
have  any. 

Attorney  Nemerovski  has  this  recommen- 
dation for  people  who  get  smeared  on  the 
net:  Unless  you  feel  like  funding  precedent- 
setting  litigation,  grin  and  bear  it. 

Sage  advice.  Because  a  click  of  a  mouse  dis- 
patches slander  instantlv  to  more  Web  sites 
than  anyone  can  silence  or  control,  the 
Internet  lets  computerized  crackpots  get  away 
with  all  the  mudslinging  they  want. 

Or  anything  else.  It's  no  new  news  that  the 
Internet  is  a  boon  for  wrongdoers.  Pirates  use 
it  to  swap  stolen  software;  pornographers  to 
peddle  electronic  smut;  oddball  cults  to  digi- 
tally promulgate  their  bizarre  gospels;  pyra- 
mid scamsters  to  enlist  new  recruits.  And,  no 
question,  the  Net  gives  strident  voice  to  hate- 
mongers,  con  men,  penny  stock  hucksters  and 
all  manner  of  other  undesirables. 

Same  as  it  gives  voice  to  you  and  me. 

Like  any  technology,  the  Internet  is  ideo- 
logically neutral.  Neither  good  nor  evil,  it 
doesn't  magically  foster  golden-age  Athenian 
democracies  and  isn't  a  miracle  cure  for  all 
that  ails  us.  It's  merely  a  tool  that  smart  folk 
can  put  to  good  use,  and  that  crooks  and 
cranks  can  put  to  bad. 

Al  Gore's  speechwriters  notwithstanding, 
men  make  technology,  technology'  doesn't 
make  men.  If  the  Internet's  social  effects  are 
positive,  it's  the  people,  not  the  computers, 
who  will  deserve  praise.  If  those  effects  are 
otherwise,  we  will  have  only  ourselves 
to  blame.  H 
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Guy  Kawasaki  is 
an  Apple  fellow 
and  author  of 
How  to  Drive  Your 
Competition  Crazy. 


There  is  no  better  classroom  than  watch- 
ing someone  else  make  a  mistake,  and  times 
don't  get  much  better  than  the  present  to 
watch  companies  try  interesting  things.  I 
wouldn't  want  you  to  miss  anything,  so  here's 
a  list  of  what  to  watch. 

First,  in  an  effort  to  either  slow  down  the 
Microsoft  hegemony  or  release  some  hot  air, 
several  companies  (Lawrence  Ellison's  Oracle, 
for  example)  have  announced  intentions  to 
ship  the  mythical  $750  network  computer. 
This  is  the  so-called  thin  client  that  is  inex- 
pensive because  most  of  the  computing 
power  resides  on  a  central  server.  Theoretical- 
ly, people  could  give  up  their  expensive,  pon- 
derous personal  computers  and  use  wonderfiil 
access  terminals  to  do  their  work. 

The  problem  is  that  we  tried  this  once  with 
centralized  mainframes,  and  it  didn't  work. 
Most  people  in  the  personal  computer  indus- 
try have  spent  20  years  wresting  control  away 
from  centralized  mainframes  and  won't  give  it 
back  without  a  struggle. 

Questions  to  ask:  Can  any  company  build 
a  $750  computer  that  anyone  would  want 
to  buy.>  Can  any  network  provide  fast,  reliable 
and  inexpensive  access?  And  would  you 
want  Larry  Ellison  to  control  your 
Quicken  files? 

Second,  Corel  Corp.  is  rewriting  its 
suite  of  office  software  to  make  it  talk 
Java,  the  hot  language  from  Sun  Microsys- 
tems. Corel's  main  applications  are  the 
WordPerfect  word  processor,  the  Quattro 
Pro  spreadsheet  and  the  Corel  charting  and 
graphics  program.  Java  is  the  Holy  Grail  of 
computing:  Write  software  once,  and  it  runs 
on  multiple  operating  systems.  Everyone  is 
supposed  to  be  happy:  Developers  don't  have 
to  write  a  different  version  for  every  operat- 
ing system,  and  customers  require  less  train- 
ing and  support  because  everyone  is  using 
the  same  application.  (All  this  is  detailed  at 
some  length  in  Jeffrey  Young's  piece, 
Forbes,  Apr.  21.) 

I  give  Corel  kudos  for  leading  the  way. 
(Every  other  software  company  can't  wait  to 
see  what  happens — the  cowards.) 

Third,  Apple  recently  introduced  an  $800 
laptop  designed  for  schools  (long  battery  life, 
kid-proof  case,  built-in  handle).  Daring, 
because  it  uses  an  operating  system — Newton 


OS — that  has  an  even  smaller  market  share  (if 
that's  possible)  than  Macintosh.  Daring,  or 
just  bonkers,  at  a  time  when  the  herd  is 
screaming  for  standardization. 

Fourth,  McDonald's  and  Burger  King  have 
started  a  food  fight  with  pricing  as  the  princi- 
pal weapon.  Is  the  55-cent  McDonald's  deal  a 
warning  shot  across  the  bow  that  will  make 
Burger  King  back  off  and  compete  on  param- 
eters other  than  price?  In  which  case  the 
salient  issues  may  be  the  quantity  of  the  fran- 
chises, the  antiyouth  marketing  of  McDon- 
ald's deluxe  sandwiches  and  the  perceived 
quality  of  the  food.  If  not,  then  both  firms 
could  simply  make  less  profit — inadvertently 
enabling  consumers  to  eat  a  little  cheaper  for  a 
while — to  their  common  regret. 

Fifth,  the  Federal  Trade  Commission 
stopped  Staples  from  buying  Office  Max  for 
fear  that  Staples  would  become  too  power- 
ful— resulting  in  less  competition  in  the  office 
supplies  business.  The  collective  "Huh?"  has 
only  now  stopped  echoing  throughout  the 
business  world.  Staples  and  Office  Max  com- 
bined would  have  a  whopping  7%  of  the  office 
supplies  market — this  is  a  mere  85%  less  than 
Microsoft's  market  share. 

I'm  curious  to  see  if,  once  the 
novelty  of  flat-rate  pricing  wears 
off,  on-line  fans  discover  that 
they  ought  to  get  a  life. 


If  the  deal  eventually  goes  through,  does  it 
yield  a  mean,  lean,  monopolistic,  office-sup- 
plies-kiUing  machine  or  a  big,  dumb  bureau- 
cracy? And  if  the  deal  doesn't  go  through,  is 
the  world  a  kinder,  gentler  and  safer  place  in 
which  to  buy  fax  paper? 

Finally,  if  you  like  watching  business  prac- 
tices evolve,  AOL  is  the  Galapagos  Islands. 
Unlike  the  dinosaurs,  America  Online  has 
already  survived  a  big  meteorite:  the  ubiqui- 
tous and  free  Internet.  Now  we  can  see  (a)  if 
a  company  can  make  money  with  flat-rate 
pricing;  (b)  if  a  company  can  survive  the  zeal 
of  multiple  state  attorneys  general  as  they 
attack  the  heinous  crime  of  having  busy  sig- 
nals (why  don't  the  prosecutors  go  after  the 
Internal  Revenue  Service?).  I'm  also  curious 
to  see  if,  once  the  novelty  of  flat-rate  pricing 
wears  off,  on-line  fans  discover  that  they 
ought  to  get  a  life. 

I  know  a  lot  of  mistakes  are  going  to  be 
made  by  the  organizations  on  this  list.  There 
will  also  be  a  lot  of  success  and  well-deserved 
profit-taking.  I  can't  tell  you  which  moves  will 
fall  into  which  category.  WM 
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The  cancer 
blockade 


BY  MICHAEL  GIANTURCO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


A  MALIGNANT  TUMOR  creates  its  own  blood 
supply.  It  forces  the  body  to  grow  new  blood 
vessels  to  supply  the  tumor  cells  with  nutri- 
ents. One  way  to  stop  cancer,  speculated 
Dr.  Judah  Folkman  three  decades  ago,  would 
be  to  blockade  the  supply  lines  by  impairing 
the  tumor's  ability  to  promote  new  blood 
vessel  generation. 

It  has  taken  a  long  time,  but  Dr.  Folkman's 
idea  is  now  showing  promising  results  in  the 
laboratory  and  stands  a  chance  of  bearing  fruit 
in  clinical  medicine  someday.  Nine  drugs  that 
block  blood  vessel  growth  are  in  research 
trials.  Whether  they  will  also  block  cancerous 
growth  is  not  yet  known. 

If  any  of  these  novel  drugs  work,  they  may 
spare  patients  the  toxic  side  effects  associated 
with  present-day  chemotherapy.  Scientists  also 
hope  that  because  the  new  drugs  attack  cancer 
indirectly,  they  are  less  likely  than  traditional 
cell-killing  chemicals  to  induce  drug  resistance 
with  repeated  use. 

Dr.  Folkman,  presently  affiliated  with 
Boston's  Children's  Hospital  and  Harvard 
Medical  School,  has  licensed  his  laboratory's 
research  to  EntreMed,  Inc.,  a  Rockville,  Md. 
firm  tliat  went  public  last  summer  to  raise  cap- 
ital for  its  drug  trials. 

EntreMed  has  three  drugs  under  develop- 
ment: Angiostatin,  Endostatin  and — surpris- 
ingly— the  notorious  thalidomide.  All  three 
block  the  formation  of  new  blood  vessels  (evi- 
dently the  reason  thaliciomide  induced  birth 
defects).  All  three  show  experimental  promise 
in  fighting  cancer.  Thalidomide  is  currently 
undergoing  clinical  trials.  The  other  two 
drugs  are  still  in  the  lab. 

Besides  raising  $44  million  in  the  stock 
offering,  EntreMed  has  lined  up  support  from 
Bristol-Myers  Squibb  diat  is  potentially  worth 
$76  million  toward  the  cost  of  developing 
Angiostatin  and  thalidomide.  EntreMed 
retains  exclusive  rights  to  Endostatin,  the 
most  recently  discovered  and,  in  some  ways, 
the  most  impressive  of  the  vessel- blocking 
drugs  to  date. 

If  approved  by  the  FDA,  thalidomide  will  be 
EnticMed's  first  commercial  product.  The 
original  patents  on  the  composition  of  this 


drug,  which  was  first  marketed  as  a  sedative, 
have  long  since  expired.  EntreMed  has  filed 
three  patent  applications  on  thalidomide  and 
similar  molecules  for  their  new  use  against 
vessel  growth. 

EntreMed  doesn't  have  the  vessel-suppres- 
sion turf  to  itself,  however.  Genentech  is 
beginning  clinical  trials  for  what  it  calls  anti- 
vascular  endothelial  growth  factor.  The  new 
drug  is  a  monoclonal  antibody.  It  binds  to, 
and  thus  blocks,  a  growth  factor  that  tumors 
use  to  create  new  vessels. 

Other  companies  at  work  on  drugs  that 
block  tumors'  blood  vessel  formation  or 
inhibit  them  in  similar  ways  include  British 
Biotech,  Agouron  Pharmaceuticals,  Hybridon, 
Ligand,  Sugen,  Repligen,  IXSYS,  Merck, 
Roche,  Abbott,  Genetics  Institute  and 
SmithKline  Beecham. 

A  promising  anticancer  drug: 

the  notorious  sedative  thalidomide. 


It  is  a  crowded  field.  Researchers  are  fol- 
lowing many  different  paths.  If  one  doesn't 
lead  anywhere,  maybe  another  will.  Buyers  of 
EntreMed  shares,  by  the  same  token,  should 
know  that  they  have  a  very  speculative  venture 
on  their  hands. 

One  central  insight  seems  important.  The 
growth  of  a  tumor  resembles  in  one  respect 
the  growth  of  a  tree.  A  tree  secretes  growth 
inhibitors.  This  keeps  its  own  saplings  from 
growing  up  close  by  and  competing  with  it 
for  nutrients. 

A  tumor  may  also  secrete  growth  inhibitors 
that  keep  its  own  daughter  tumors  from  thriv- 
ing nearby.  At  least  some  of  these  inhibitors 
appear  to  work  by  blocking  blood  vessel  for- 
mation. One  strong  inhibitor,  called  throm- 
bospondin,  was  discovered  in  the  laboratory 
of  Noel  Bouck  at  Northwestern  University 
Medical  School  in  Chicago.  Northwestern  has 
the  patent. 

Dr.  Michael  O'Reilly,  of  Dr.  Folkman's  lab- 
oratory, has  methodically  searched  for 
inhibitors.  He  discovered  both  Angiostatin 
and  Endostatin. 

This  idea  of  using  a  tumor's  own  biochemi- 
cal product  to  thwart  the  growth  and  spread 
of  a  cancer  has  promise,  and  it  may  someday 
lead  to  the  development  of  a  generation  of 
new  drugs.  Whether  this  will  reward  the 
shareholders  of  EntreMed  primarily,  or  the 
shareholders  of  other,  less  pioneering  pharma- 
ceutical companies,  is  an  open  question.  Buy  a 
little  EntreMed  if  it  dips  to  WA.  Genentech  is 
a  safer  bet  at  a  recent  57,  but  hardly  a  pure 
play  on  this  technolog)'.  H 
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THE  FUNDS 


Value  will  out 


When  blue  chips  like  Coca-Cola  and  Microsoft  soared,  stocks  of  small  companies 
sagged.  But  when  the  smoke  clears  and  the  next  market  cycle  takes  over,  the 
small  caps  may  finally  have  their  day. 


By  Mary  Beth  Grover 

Thk  market  givks  and  the  market 
takes  away.  Where  do  you  want  to  be 
when  the  dust  settles?  It  may  be  time 
to  rethink  how  your  portfolio  is  bal- 
anced between  large  companies  and 
small  ones,  between  growth  stocks 
and  value  stocks.  Pay  attention  to  the 
small-company  value  sector.  It  hasn't 
done  particularly  well  in  recent  years, 
but  its  day  will  come  soon. 

So  argues  Charles  Royce,  a  money 
manager  who  has  specialized  in  small- 
company  value  stocks  (those  trading 
at  low  multiples  of  book  value,  earn- 
ings or  cash  flow)  since  1967.  "Small- 
cap  value  is  going  to  beat  the  living 
daylights  out  of  everything  over  the 
next  few  years,"  he  predicts. 

For  the  last  seven  years  he  has 
watched  large-company  stocks — 
against  a  backdrop  of  falling  interest 
rates,  an  increasingly  global  economy 
and  restructurings — trounce  small- 
company  stocks.  That  backdrop,  he 
says,  is  no  longer  so  positive. 

Here's  how  he  sees  it:  Large-com- 
pany stocks  will  do  about  7%  per  year 
on  average  over  the  next  three  years, 
small-company  stocks  in  general 
about  10%  and  small-company  value 
stocks  about  12%. 

John  Laporte,  the  veteran  small- 
growth  stock  manager  of  the  T.  Rowe 
Price  New  Horizons  Fund,  is  not  as 
much  of  a  bull  for  his  part  of  the 
small -cap  market.  It's  possible,  he  says, 
that  small-cap  growth  stocks  are  only 
two-thirds  of  die  way  through  a  rough 
patch  tliat  has  kept  them  lagging  blue 
cliips  since  last  May.  Laporte  tracks  the 
relative  price/earnings  ratio  of  his  36- 
year-old  fund  against  that  of  the  S&P 
500  (see  chart,  opposite). 

Historically,  says  Laporte,  when  the 
relative  p/e  for  his  fimd  approaches  2, 
it's  a  sell  signal  for  small-company 
growth  stocks.  These  hot  litde  stocks 


Jay  Abramson  and 
Ronald  McGlynn, 
comanagers  of  CRM 
Small  Cap  Value 
On  Wall  Street, 
transmission 
gears  come 
a  little  cheaper 
than  Coke. 


are  a  buy  when  the  relative  r/E  gets 
close  to  1.  Right  now  the  ratio  is 
1.23,  not  much  below  the  long-term 
average  of  1.39. 

What's  going  on}  A  lot  of  hot 
growth  companies  in  the  computer 
sector  have  gotten  killed  in  the  past 
year,  but  they  still  aren't  cheap.  Look 
at  FORE  Systems,  profiled  on  page 
174.  The  stock  is  off  by  65%  in  the 
past  year  but  is  still  trading  at  30 
times  earnings. 

Small-cap  value  stocks,  in  contrast, 
are  following  a  steadier  course.  So  far 
this  year  the  small  value  sector  is 
breaking  even,  while  small  growth  is 
down  12%.  They're  not  always 
immune  to  downturns,  but  during 
die  crash  of  1987  small-cap  \'alue  was 
down  16%,  while  the  s&r  500  tum- 
bled 22%  and  small  growth  28%. 

If  you  want  to  take  a  chance  on  small- 


value  stocks,  consider  Royce 's  fund  or 
one  of  the  others  with  a  Forbes  Best 
Buy  rating  (see  table,  opposite)  for  com- 
bining good  performance  with  low 
costs.  A  promising  small-cap  value  fiind 
too  new  to  get  a  rating  is  CRM  Small 
Cap  Value  Fund.  Tliis  $80  million  flind 
is  run  by  New  York- based  Cramer 
Rosenthal  McGlynn.  While  the  flind  is 
new,  the  sponsor  has  invested  in  small 
companies  for  24  years. 

"People  don't  care  about  this  part 
of  the- market,"  says  Jay  Abramson, 
comanager  of  the  almost  brand-new 
fund  (founded  in  October  1995). 
"For  us  it's  a  great  opportunity'. " 

While  Wall  Street  bids  up  glamour 
companies  like  Coca-Cola  and 
Microsoft,  Abramson  and  comaiiager 
Ronald  McGlynn  content  themselves 
with  manufacturers  of  transmission 
gears,  disposable  douches,  hot-water 
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Relative  value 


2.5% 


2.0 


1.5 


1.0 


New  Horizons  Fund  P/E  relative  to  the  S&P  500  P/E 


0.5 


'61 


70 


'80  '90  3/97 

Source:  T.  Rowe  Price  Associates. 


Small-growth 
companies  are 
cheaper  than 
their  historical 
average,  but  not 
dramatically 
cheaper. 


Best  Buys:  Small-cap  value  funds 


Fund 

5-year 
annualized 
return 

Assets 
($mil) 

Median 
weighted 
market  cap 
($mil) 

Annual 
expenses 
per  $100 

Lazard  Funds-Small  Cap 

16.8% 

$1,004 

$800 

$0,84 

Royce  Fund-Premier  Fund 

14.5 

335 

600 

1.25 

Third  Avenue  Value  Fund 

17.7 

844 

1,200 

1,21 

Fidelity  Real  Estate  Investment 

15.3 

2,225 

800 

0.99 

Lindner  Growth  Fund-Investor 

12,5 

1,518 

1,900 

0.63 

T  Rowe  Price  OTC  Fund 

14,6 

430 

600 

1.11 

Vanguard  Index  Trust-Small  Cap  Stock 

13.3 

1,795 

600 

0.25 

Sources:  Forbes;  Upper  Analytical  Services,-  Morningstar,  Inc.                                      '         '  ' 

Performance  at 
a  reasonable  price. 


heating  valves,  and  drum  and  pail  clo- 
sures trading  for  a  third  Coke's  mul- 
tiple. If  the  recent  correction  goes  on, 
investors  may  well  be  more  interested 
in  value  and  less  in  glamour. 

McGlynn,  54,  is  one  of  three  found- 
ing partners  of  Cramer  Rosenthal 
McGlynn.  Opened  in  1973  to  manage 
the  money  of  several  wealthy  fami- 
lies— including  Rosenthal,  an  heir  of 
John  D.  Rockefeller's  lawyer — today 
the  firm  manages  $2.8  billion  for  insti- 
tutions and  wealthy  individuals. 

The  private  accounts  can  invest  in 
privately  offered  leveraged  buyouts. 
The  mutual  fund  doesn't  mess  with 
these  private  deals,  but  its  investment 
philosophy  is  similar.  The  goal  is  to 
buy  a  cash-rich  or  cash-generating 
company  for  less  than  what  a  private 
buyer  would  pay  for  it. 

Abramson,  35,  who  holds  degrees 


in  accounting  and  law,  is  the  compa- 
ny's research  chief  A  third-genera- 
tion accountant,  as  a  teenager  he  did 
bank  reconciliations  for  his  dad's 
clients.  The  words  "restructure"  and 
"divest"  turn  him  on.  He  subscribes 
to  a  comprehensive  clipping  service 
that  highlights  articles  and  news 
releases  containing  these  words.  A 
40-page  pile  awaits  him  each  morn- 
ing when  he  arrives  at  the  office. 

This  clipping  service  led  him  into 
the  tangled,  100-plus-company 
empire  of  Richard  Manoogian 
(Forbes  estimated  fortune,  $570 
million).  Early  last  year  he  noticed 
Manoogian's  troubled  metals  com- 
pany, MascoTech,  Inc.,  was  begin- 
ning to  divest  itself  of  its  unprof- 
itable aerospace  business  to  focus  on 
lucrative  auto  parts  like  transmission 
gears  and  drive  gears.  Abramson  was 
on  the  phone  to  Michigan  the  next 
day  and  has  since  met  with  the  com- 
pany nine  more  times. 


"Wall  Street  develops  a  hatred 
toward  people  it  loses  money  with," 
says  Abramson,  noting  Manoogian's 
ill-fated  acquisition  binge.  But  it 
doesn't  seem  to  care  that  he  is 
changing  his  ways,  among  other 
things,  cutting  his  salary  at  Masco 
Corp.,  MascoTech's  parent  compa- 
ny, to  $1  and  taking  options. 
Abramson,  noting  that  MascoTech's 
15%  operating  margin  is  nearly  dou- 
ble that  of  its  competitors,  says  the 
stock,  at  a  recent  price  of  21,  is 
cheap  at  11  times  1997  earnings. 
Not  as  sexy  as  software,  but  a  lot 
cheaper.  Abramson  has  also  been 
buying  another  troubled  subsidiary 
in  Manoogian's  empire,  TriMas 
Corp.,  a  maker  of  gas  cylinders,  tow- 
ing equipment  and  fasteners. 

The  CRM  hind  also  invests  in  plas- 
tic packaging  wrap  manufacturer  AEP 
Industries.  Abramson  thinks  the 
stock  will  rise  50%  as  AEP  gains 
economies  of  scale  from  its  recent 
purchase  of  Borden's  wrapping  busi- 
ness. Stock  goes  for  11  times  his  esti- 
mate of  1997  earnings.  LBO  honcho 
Henry  Kravis  is  also  heavy  in  AEP. 

Abramson  pays  attention  to  stock 
buybacks.  After  noticing  from  the 
clipping  service  that  the  managers  of 
Appalachian  property  company  Penn 
Virginia  were  putting  up  some  of 
their  own  money — as  opposed  to 
just  the  company's — to  buy  part  of  a 
20%  block  of  the  company's  long- 
stagnant  shares,  Abramson  got  on 
the  phone  to  the  Radnor,  Pa. -based 
company.  Penn  Virginia  owns  $100 
million  in  Norfolk  Southern  stock, 
plus  a  collection  of  coal,  oil  and  gas 
royalty  interests,  plus  78,000  acres  of 
timber.  Abramson  figures  the  com- 
pany could  be  liquidated  at  $85  per 
share,  double  the  recent  price. 

A  buyback  spurred  Abramson's 
interest  in  Gloucester,  Mass. -based 
Nutramax  Products.  Glamour.'  Well, 
it  boasts  of  being  number  one  in  pri- 
vate-label disposable  douches  and 
ready-to-use  enemas.  Abramson 
expects  Nutramax  to  deliver  an  earn- 
ings gain  of  30%  for  this  fiscal  year;  tlie 
stock  trades  at  13  times  that  estimate. 

The  hind  has  one  drawback,  a 
moderately  high  1.5%  expense  ratio. 
Minimum  investment  is  $10,000  for 
regular  accounts,  $2,000  for 
Individual  Retirement  Accounts.  H 
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A  parking  spot  for  cash 

Has  the  market  correction  persuaded  you  of  the  virtues  of  keeping 
some  near-cash  on  hand?  Consider  owning  a  short-term  junk  muni  fund. 


By  Thomas  Easton 

It's  been  rough.  In  a  matter  of 
weeks  the  stock  market  coughed  up 
everything  it  had  gained  since  the 
start  of  the  year — and  then  some. 
Bonds  have  taken  a  hit,  too.  But  the 
Heartland  Short  Duration  High- 
Yield  Municipal  Fund  is  up  1.5%. 

What  is  this  beast.'  It's  a  tax-free 
fund  that  specializes  in  bonds  with 
questionable  credit  ratings  but  fairly 
low  sensitivity  to  interest  rate  fluctu- 
ations. The  portfolio's  yield  is  about 
6%,  and  that's  what  your  return  will 
be  if  fund  manager  Thomas  Conlin, 
43,  can  avoid  losses  to  principal. 
Which  he  has  done  so  far.  The  four- 
month-old  fund  has  yet  to  suffer  a 
single  day's  decline  of  more  than  2 
cents  in  its  net  asset  value  of  approx- 
imately $10. 

Consider  the  short-term  alterna- 
tives. A  money  market  Rmd  will  yield 
you  only  5%.  That's  less  than  3%  if 
you  are  in  a  top  tax  bracket,  and  no 
return  at  all  after  inflation.  A  tax-free 
money  fiind  is  scarcely  better. 

What  else  is  there?  Reach  out  a  bit 
on  the  yield  curve  beyond  the  three- 

Cash  alternatives 


Thomas  Conlin  and  his  Cessna  152 
If  you  want  yield,  hunt  for  it. 


month  maturity  in  a  money  fund.  A 
short-term  Treasury  fund  with  an 
average  maturity  of  two  or  three  years 
will  add  maybe  half  a  point  to  your 
aftertax  return,  at  a  very  modest  risk 
of  principal  loss  should  interest  rates 


Fund 

Annual 
expenses 
per  $100 

Aftertax 
yield* 

First- 
quarter 
return 

Standard 
deviation 
(annualized) 

Heartland  Short  Duration  High-Yield  Muni 

$0.95 

5.9% 

1,4% 

NA 

Smith  Barney  Money  Fund  Government  Portfolio 

0,60 

2.9 

1.2 

0.1% 

Merrill  Lynch  CMA  Tax-Exempt 

0.55 

2.8 

0.7 

0.1 

Merrill  Lynch  CMA  Treasury 

0.60 

2.8 

1.1 

0.1 

Merrill  Lynch  CMA  Money  Fund 

0.56 

3.0 

1.2 

0.1 

Van  Kampen  American  Prime  Rate  Income  Trust 

1.46 

4.1 

1.7 

0.2 

Vanguard  Muni  Bond-Short-Term 

0.20 

3.9 

0.6 

0.6 

Vanguard  Fixed  Income-Short-Term  US  Treasury 

0.27 

3.5 

0.4 

1.6 

Franklin  Federal  Tax-Free  Income 

0.57 

6.0 

0.2 

2.4 

Vanguard  lndex-500  Portfolio 

0.20 

0.9 

2.6 

12.6 

'Adjusted  foj  ledetiil  taxes  oiily^  assumes  'll'islfoclive  l.«  ln.u ki'l  N.A,  Niil 

ji)if 

Source:  Upper  Mydcal  Senices. 

Don't  like  stocks?  Consider  something  with  lower  volatility.  These  funds,  mostly 
no-loads,  are  listed  in  order  of  how  jarred  they  were  by  a  year  of  potholes. 


climb.  You're  still  up 
to  only  3.5%  or  so 
after  taxes,  and  tread- 
ing water  after  both 
taxes  and  inflation. 

Into  this  void  has 
jumped  Heartland 
Advisors,  a  $3.1  bil- 
lion Milwaukee  fund 
sponsor  with  a  good 
record  for  a  research- 
intensive,  value-based 
approach  to  investing 
in  small  companies. 
Its  junk  muni  fund 
adds  yield  by  going  a 
few    years  beyond 
money  fund  maturi- 
ties and  risking  prin- 
cipal a  bit  with  less 
than  AAA  credits. 
That's  a  tradeoff  that 
investors  may  find  appealing.  The 
prospective  aftertax  return  is  almost 
double  what  you  get  on  a  money 
market  fiind.  Six  percent  is  well  ahead 
of  inflation. 

Conlin  delivered  a  first-quarter 
total  return  of  1.4%.  The  competition 
hasn't  kept  pace.  Long-term  junk 
municipal  bond  fiands  have  returned 
only  0.3%,  short-term  municipal 
bond  funds  0.5%,  according  to 
Lipper  Analytical  Services. 

Conlin  says  he  has  to  work  to 
deliver  that  6%  yield.  There  are  liter- 
ally hundreds  of  thousands  of  tax- 
exempt  issues.  The  challenge  is  find- 
ing the  few  that  offer  good  yields  but 
without  a  high  risk  of  default. 

Half  of  the  56  bond  issues  repre- 
sented in  the  portfolio  are  not  cov- 
ered by  rating  agencies.  Most  of  them 
are  what  traders  call  "burger  bonds," 
an  aUusion  to  a  period  in  the  1980s 
when  abundant  loopholes  allowed 
even  fast-food  outlets  to  get  tax- 
exempt  financing.  Among  Heart- 
land's holdings  are  bonds  issued  by  a 
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Holiday  Inn  near  the  University  of 
Kansas,  bonds  for  a  plant  providing 
energy  for  Dow  Chemical  and  Dow 
Corning,  a  loan  to  United  Airlines 
secured  by  gates  at  Chicago's  O'Hare 
Airport  and  tiny  pieces  of  the  prima- 
ry mortgage  on  six  Kmart  shopping 
outlets  in  the  Midwest. 

Obscurity  means  the  fund  man- 
agers must  ask  tough  questions:  Does 
the  project  provide  a  real  benefit  that 
will  remain  vital  during  a  recession?  Is 
it  backed  by  real  collateral? 

Rejected  proposals  include  a  tax- 
exempt  golf  course  in  Colorado  (a 
nonessential  service  that  is  not 
secured  by  the  underlying  land)  and 
a  West  Virginia  nursing  home  (rev- 
enues overly  dependent  on  Medicaid 
payments). 

Rather  than  just  trolling  the 
Bloomberg  quote  machine  for  secu- 
rities, Conlin  and  comanager  Greg 
Winston,  32,  aren't  above  climbing 
into  Conlin's  single-engine  Cessna 
to  visit  borrowers.  April's  itinerary 
included  an  Alzheimer's  facility  in 
Southington,  Conn.,  a  retirement 
home  in  Carol  Stream,  111.  and  a 
hospital  on  Michigan's  Upper 
Peninsula. 

Two  cautions.  Although  this  year's 
bond  bear  market  hasn't  hurt,  risks 
lurk.  The  fund  does  not  own  only 
bonds  with  short  maturities.  Rather, 
Conlin  and  Winston  often  buy 
medium-term  and  long-term  bonds 
that  they  expect  to  be  called  in  a  few 
years  because  the  coupons  are  so 
high.  Example:  That  United  Airlines 
bond  carries  a  tax-exempt  coupon  of 
8.95%  and  is  due  in  2018.  But  UAL  is 
not  obliged  to  call  the  bond,  only  per- 
mitted to  call  it.  If  interest  rates  shoot 
way  up,  or  if  UAL  gets  into  financial 
trouble,  holders  are  stuck  with  this 
paper  for  21  years. 

The  other  little  problem:  alterna- 
tive minimum  taxes.  Interest  on 
many  bonds  that  finance  nongovern- 
mental projects  like  airport  gates  is 
subject  to  the  AMT.  If  you  are  vulner- 
able, stay  away  from  the  fiand:  20%  to 
26%  of  the  supposedly  "tax-exempt" 
yield  would  in  fact  be  taxable. 

Assets  on  this  new  no-load  have 
reached  only  $20  million,  but  don't 
worry  about  overhead.  Heartland  is 
absorbing  enough  of  the  costs  to 
keep  the  expense  ratio  below  1%.  ■■ 


You  can't  ignoire 
book  value 


It's  spring  in  tlie  Finger  Lakes,  where  he  teaches, 
and  the  trees  are  in  bud,  but  Cornell  Professor 
Charles  Lee  has  a  dismal  vision  for  Wall  Street. 

By  Scott  Woolley 


At  a  recent  737,  the  s&p  500  stock 
index  trades  at  4.2  times  book  value, 
a  high  ratio  by  historical  standards. 
Scary?  You  can  dismiss  that  number 
by  saying  that  book  value  has  little 
significance  after  decades  of  inflation 
and  restructurings.  Anyhow,  the  best 
assets — like  fi^anchises  and  technolog- 
ical know-how — don't  even  show  on 
balance  sheets. 

Charles  Lee,  who  teaches  account- 
ing at  Cornell  Business  School,  does 
not  believe  you  can  just  ignore  book 
value.  With  a  group  of  fellow  academ- 


Cornell  Professor  Charles  Lee 

Are  the  bears  done  hibernating? 


ics  he  has  developed  a  new  way  of 
looking  at  stock  valuations  that  uses 
book  value  but  modifies  it.  Applying 
his  valuation  formula  to  the  market, 
he  finds  it  very  overpriced.  Blue-chip 
growth  stocks  like  Microsoft  and 
Disney  come  out  looking  especially 
bad  in  the  Lee  analysis. 

Applying  the  model  to  historical 
returns  on  individual  stocks,  he  was 
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able  to  create  liypothctical  "buy" 
portfolios  that  would  have  beaten 
"sell"  portfolios  by  1 1  points  a  year 
over  tlie  period  1978-91.  Such  claims 
must  be  taken  with  a  grain  of  salt 
since  they  are  derived  by  back-fitting 
and  do  not  involve  the  flesh-and- 
blood  business  of  buying  and  selling. 
But  the  book  value  analysis  that  lies 
behind  them  yields  some  intriguing 
insights  into  what  makes  companies 
valuable. 

Lee  calls  his  valuation  method 
residual  income  valuation.  The 
essence  of  it:  Any  company's  value 
has  two  components.  One  is  book 
value.  The  other  is  the  incremental 
value  that  reflects  die  company's  abil- 
ity to  earn  "residual  income,"  defined 
as  above-normal  returns  on  book 
value.  In  short,  stocks  (most  of  them, 
anyway)  are  worth  a  premium  to 
book  value,  but  that  premium  must 
be  careftilly  and  cautiously  assessed. 

Let's  start  with  the  normal  return 
on  book.  This  is  a  sort  of  baseline 
return  on  equity'  that  a  good  compa- 
ny should  beat.  Lee  defines  it  as  the 
cost  of  equity  capital.  The  number 
varies  from  industry  to  industry  and 
usually  falls  somewhere  in  the  range 
of  10%  to  18%  a  year.  If  all  a  compa- 
ny can  deliver  is  a  return  on  equity 
equal  to  this  number,  then  it  is  wortli 
no  premium  at  all.  You  should  pay 
book  value  for  it  and  no  more. 

Where  does  Lee  get  these  industry 
cost-of-capital  figures?  He  borrows 
them  from  some  well-established 
investment  models.  The  arithmetic  is 
compHcated.  Suffice  it  to  say  that 
riskier  industries  (like  software  devel- 
opment) show  a  higher  cost  of  capi- 
tal than  safe  industries  (like  electric 
power),  and  that  all  of  the  cost-of- 
capital  figures  rise  and  fall  with  Trea- 
sury bill  rates. 

Most  companies  do  earn  more 
than  their  cost  of  equity.  General 
Motors,  for  example,  is  expected  to 
earn  $7.63  a  share  this  year,  or  a  22% 
return  on  beginning  book  value.  Lee 
figures  automakers  have  a  cost  of 
equity  of  only  11%.  So  there's  some 
significant  residual  income  here.  How 
do  we  value  it?  What  kind  of  a  pre- 
mium does  GM  merit  over  its  S3 5 
book  value? 

The  formula  gets  complicated 
here.  Lee  projects  earnings  and  book 
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Here's  a  sampling  of  the  stocks  that, 
according  to  Charles  Lee's  model, 
are  very  mispriced. 


value  out  12  years,  using  (for  the 
early  years)  Wall  Street's  consensus 
earnings  forecasts  and  (for  later  ones) 
some  assumptions  about  what  hap- 
pens to  gm's  return  on  equity  over 
time.  That  22%  isn't  going  to  last  for- 
ever. He  assumes  that  companies 
revert  to  an  industry  mean  return  on 
equity  within  a  decade  or  so. 

Having  projected  earnings  and 
book  value,  Lee  is  able  to  project 
residual  earnings.  He  then  uses  those 
numbers  to  get  a  sort  of  discounted 
present  value  of  the  residual  earnings. 
That  number  in  turn  tells  him  what 
kind  of  a  premium  over  book  that  GM 
should  be  trading  at.  He  thinks  GM  is 
worth  a  little  more  than  twice  book, 
or  $74.  At  a  recent  58,  GM  shares 
look  cheap  to  him. 

A  lot  of  glamorous  stocks,  like 
Microsoft,  look  too  expensive.  To  put 
the  matter  in  a  nutshell,  the  market 
seems  to  think  that  Microsoft:'s  high 
return  on  equity  (33%)  is  going  to 
last  for  a  long,  long  time;  Lee  thinks 
it  will  peter  out  before  you  know  it. 

Lee's  stock  valuation  method  beai's 
more  than  a  superficial  resemblance 
to  a  long-established  technique  called 
the  dividend  discount  model.  In  this 
one,  you  calculate  a  stock's  value  as 
the  discounted  present  value  of  all  the 
dividends  it  will  ever  pay.  This  model 
makes  perfect  theoretical  sense  but 
creates  practical  problems.  What  do 


you  do  with  a  company  like 
Microsoft  that  has  never  paid  a  divi- 
dend? Lee  finesses  this  problem  by 
focusing  more  on  earnings  than  pay- 
outs. "Dividend  discount  measures 
wealth  distribution.  Mine  measures 
wealth  creation,"  Lee  says. 

Here's  what's  important  to 
investors  trying  to  figure  out  if  the 
market  is  headed  further  down  or 
about  to  resume  its  rise:  The  cost  of 
equity  goes  up  when  the  Treasury- bill 
interest  rate  goes  up,  down  when  the 
T-bill  rate  goes  down.  By  raising  the 
the  hurdle  for  residual  income,  a  rise 
in  interest  rates  makes  corporate 
earnings  less  valuable. 

Which  brings  us  to  May  1997.  Lee 
is  gloomy  about  the  market.  The 
Dow  Jones  industrial  average,  he 
says,  is  overvalued  by  35%,  meaning 
it  would  have  to  fall  1 ,600  points  to 
be  correctly  aligned  with  Lee's  esti- 
mate of  fair  value. 

Some  stocks  that  Lee  says  are  dra- 
matically mispriced:  Disney,  selling  at 
74,  and  Coke,  at  58,  are  both  almost 
twice  their  true  value,  according  to 
Lee's  model.  But  these  are  not  the 
worst  examples  he  can  find  of  over- 
valuation. For  his  recommended  sells, 
see  the  table.  Good  buys  are  scarce 
even  with  the  market  off  10%  fi-om  its 
highs.  Chrysler  is  one:  It  trades  at  30 
but  is  worth  nearly  45.  The  table  lists 
four  other  stocks  that  he  considers  to 
be  buys. 

"A  10%  drop  is  just  the  first  step," 
says  Lee,  a  39-year-old  associate  pro- 
fessor. "Only  three  things  can  bring 
prices  into  line:  A  fall  in  interest 
rates,  increased  earnings,  or  a  fijrther 
drop  in  prices.  Since  the  Fed  looks 
likely  to  raise,  not  lower,  interest 
rates  and  there  is  no  way  earnings 
can  make  up  the  entire  difference  by 
itself,  this  bear  market  looks  like  it's 
just  beginning." 

Want  to  know  more?  The  Forbes 
Web  site  has  a  table  of  different 
industries'  costs  of  capital  and  a  more 
detailed  description  of  the  formulas 
used  by  Professor  Lee:  w^vw.forbes. 
com.  With  this  data  and  some  home- 
made earnings  projections  you  can 
make  your  own  rough  valuations 
using  Professor  Lee's  methods. 

And  if  the  market  does  drop  a 
thousand  points,  you  read  it  here  that 
Lee  predicted  it.  H 
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Beair  in  the  China  shop 

A  couple  of  years  ago  foreigners  couldn't  get  enough  Chinese  stocks. 
Now  they  are  a  lot  less  adventurous. 


By  Justin  Doebele 


Something  queer  is  happening 
in  China's  burgeoning  stock 
market.  As  the  two  Unes  in  the 
charts  below  show,  the  value  of 
China's  Class  A  shares  is  diverg- 
ing from  the  Class  B  index. 

This  is  odd  because  the  two 
classes  of  stock  represent  the 
same  ownership  in  a  Chinese 
company's  assets.  The  only  dif- 
ference is  that  Class  A  shares  have 
been  reserved  for  Chinese  nation- 
als, while  Class  B  shares  are 
reserved  for  foreign  investors. 
Other  than  that  the  two  classes 
have  the  same  voting  power, 
same  claim  on  earnings  and  as- 
sets, same  everything.  (Also  equiva- 
lent to  Class  A  shares  are  China's 
Class  H  shares,  which  trade  in  Hong 
Kong,  and  its  Class  N  shares,  which 
trade  in  New  York.) 

If  foreigners  lusted  after  Chinese 
stocks,  the  B  shares  would  go  for  a 
premium.  In  fact,  they  are  seUing  at 
big  discounts.  Class  A  shares  have 
boomed,  hitting  price/earnings  ratios 
of  around  40.  B  shares  have  settied  at 
an  average  p/e  of  18. 

The  78  outstanding  issues  of  Class 
B  shares  recently  had  an  aggregate 
value  of  $5.4  billion — about  $70  mil- 
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lion  per  company  on  average.  The 
corresponding  Class  A  shares  had  an 
aggregate  value  of  some  $170  billion. 

Why  are  foreigners  shunning  Chi- 
nese stocks,  given  the  country's 
impressive  development?  Because 
they've  been  burned  by  crooked 
bookkeeping,  lack  of  shareholder 
control,  sudden  regulatory  changes 
and  other  unsavory  practices 
common  on  the  Shanghai  and  Shen- 
zhen stock  exchanges. 

Consider  Tsingtao  Brewery  Co. 
Foreign  investors  fought  to  get  in 
line  when  Tsingtao  announced  that  it 


would  sell  Class  B  shares  in 
1993 — and  with  reason.  Found- 
ed in  1903,  Tsingtao  is  one  of 
China's  few  recognizable  brand 
names.  Beer  consumption  has 
been  clim.bing  in  the  vast  Chi- 
nese market.  When  Tsingtao's 
Class  B  offering  hit  the  Hong 
Kong  market  in  mid- 1993,  it  was 
111  times  oversubscribed;  the 
stock  shot  from  36  cents  to  a 
high  of  $1.10  in  early  1994. 

A  year  later  Tsingtao  dropped 
two  bombshells.  First,  the  com- 
pany announced  that  first-half 
profit  was  down  50%,  due  to 
higher  raw  material  prices; 
second,  it  revealed  that  almost  half  of 
the  $115  million  raised  in  the  IPO  had 
been  lent  to  other,  unidentified  Chi- 
nese companies  instead  of  being 
invested  in  plant  expansion  as  the 
offering  prospectus  had  promised. 
Today  the  stock  trades  near  its  36- 
cent-a-share  IPO  price.  Says  Nicholas 
Lardy,  a  China  economist  at  the 
Brookings  Institution:  "Tsingtao  is 
the  most  blatant  example  of  all  that's 
wrong  with  Chinese  stocks." 

A  basic  problem  with  the  foreign- 
ers' Class  B,  H  and  N  shares  is  that 
tiie  companies  behind  them  are  Chi- 
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;  A  great  guide 
to  making 
money  in  the 
stock  market/ 

i -MICHAEL  F.  PRICE, 

President,  Mutual  Series  Funds,  Inc. 

'This  book 

lis  great!'' 


I— ALAN  "ACE"  GREENBERG 

Chairman  of  the  Board,  Bear  Stearns 


"Consider  this  book  your 
treasure  map  to  stock 
market  fortune!" 

-MICHAEL  STEINHARDT, 

the  "Dean"  of  Wall  Street 
hedge  fund  managers 

hope  few  investors  read 
this  smart,  sophisticated, 
fun  book.  I  don't  want 
competition  profiting  from 
its  very  real  insights." 

-ANDREW  TOBIAS, 

bestselling  author  of 
The  Only  Investment  Guide 
You'll  Ever  Need 


"There  are  many  ways 
to  make  money 
in  the  market; 
these  are  some 
of  the  best!" 

-JIM  ROGERS, 

CNBC,  author  of  Investment  Biker 
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Despite  the  optimism  over  China's  development,  N  shares — 

Chinese  ADRs  listed  in  New  York— have  turned  in  very  uneven  performances. 


nese  state  enterprises.  Many  of  these 
enterprises  are  white  elephants  loaded 
with  too  many  workers  and  strug- 
gling to  make  money.  Meanwhile,  the 
more  entrepreneurial  companies, 
known  as  town  and  village  enterpris- 
es (Forbes,  Sept.  23,  1996),  are  usu- 
ally unlisted. 

The  Chinese  authorities  know  they 
need  to  clean  up  their  stock  markets 
if  they  want  to  tap  the  world's  capital 
markets.  After  selling  nearly  $3  bil- 
lion in  equity  to  foreigners  in  1994, 
China  sold  only  $666  million  in  1995 
and  an  estimated  $2  billion  last  year. 

To  reopen  the  spigot,  Beijing  has 
recently  given  more  power  to  the 
China  Securities  Regulatory  Com- 
mission, China's  version  of  the  Secu- 
rities &  Exchange  Commission. 
China  wants  to  join  the  World  Trade 
Organization  and  may  make  its  cur- 
rency, the  renminbi,  more  fiilly  con- 
vertible. There's  also  talk  of  merging 
the  exchanges  in  Shanghai  and  Shen- 
zhen to  improve  efficiency. 

The  State  Council  Securities  Com- 
mittee is  said  to  be  considering  elim- 
inating the  distinction  between  A  and 
B  shares.  Some  Chinese  investors 
believe  the  rumor  to  be  true,  for 
there  is  reason  to  think  that  some 
Chinese  have  been  sneaking  money 
out  to  Hong  Kong  and  buying  the 
cheaper  B  shares  there. 

For  U.S.  investors  interested  in  the 
China  market,  Chinese  B  shares  can 
be  purchased  directly  through  most 
brokerages.  Morgan  Stanley,  J. P. 
Morgan,  Bear,  Stearns,  Merrill  Lynch 
and  Goldman,  Sachs  all  have  offices 
in  China. 

Class  N  shares  of  six  Chinese 


stocks  are  listed  on  the  New  York 
Stock  Exchange  (see  table).  N  shares 
of  another  dozen  Chinese  companies 
trade — very  thinly — in  the  over-the- 
counter  market.  Note  that  foreigners 
get  hit  with  a  stiff  20%  Chinese  with- 
holding tax  on  dividends  and  a  5% 
transaction  tax  every  time  they  buy  or 
sell;  this  on  top  of  regular  commis- 
sions and  spreads.  In  short,  the  play- 
ing field  is  full  of  bumps  and  crevices. 

A  safer  way  to  invest  in  China 
without  exposing  yourself  to  the 
peculiarities  of  the  Chinese  stock 
markets  is  by  buying  so-called  red 
chips,  listed  in  Hong  Kong.  These 
are  Hong  Kong  companies  con- 
trolled by  the  Chinese  government. 
Some  examples:  Citic  Pacific  and 
China  Resources  Enterprises,  both 
property  and  investment  companies. 

Then  there  are  Hong  Kong  com- 
panies with  major  exposure  in  the 
Chinese  market.  Henderson  China, 
for  example,  is  a  Hong  Kong-based 
developer  specializing  in  China  proj- 
ects. And  Tingyi  Holdings  is  an 
instant  noodlemaker  that  produces 
the  leading  Master  Kang  brand 
noodle  in  China;  it  currently  sells 
for  a  reasonable  ten  times  forward 
earnings. 

The  more  cautious  investor  can 
always-  stick  with  the  U.S.  multi- 
nationals that  are  making  big  pushes 
into  China.  Names  like  Coca-Cola, 
Motorola,  Gillette,  Citicorp,  AIG. 
Think  of  them  as  blue  chips  with  a 
red-chip  tinge. 

But  if  you  believe  in  China's 
fiiture,  have  a  taste  for  adventure  and 
can  afford  potential  losses,  those  B 
shares  look  tempting.  H 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  JOHN  H.  CHRISTY 


Given  the  recent  volatility  of  U.S. 
stocks,  you  may  want  to  add  a  few 
foreign  companies  to  your  portfolio. 
Michel  Hanigan,  head  of  American 
Depositary  Receipt  research  at  SBC 
Warburg,  likes  the  Dutch  conglomer- 
ate Akzo-Nobel.  At  a  recent  price  of 
68  per  ADR,  Akzo  sells  for  11  times 
estimated  1998  profits.  "Akzo  is 
valued  like  a  chemical  company,  but 
pharmaceuticals  are  40%  of  profits," 
says  Hanigan,  predicting  that  new 
drugs  will  help  Akzo's  adrs  hit  84 
within  a  year.  He  also  recommends 
British  Telecom,  which  will  be 
renamed  Concert  Pic.  after  its 
planned  merger  with  MCl.  In  Japan, 
Hanigan  likes  Nintendo,  which  sells 
for  15  times  estimated  fiscal  1998 
earnings.  Hanigan  expects  the 
videogamer's  profits  to  grow  at  about 
a  20%  pace  this  year  and  next. 


Special  focus 


When  the  Pacific  Stock  Exchange  tech- 
nology index  hit  a  new  high  on  Feb.  19, 
these  eight  stocks  sold  at  an  average  of  1 8 
times  estimated  1997  profits.  Since  then, 
the  PSE  has  dropped  11%,  and  these 
stocks  much  more — they  now  trade  for 
11  times  anticipated  earnings  on  average. 
Bargains? 

Fear  of  flying 


Company 

Recent 
price 

1997 
est  EPS 

Active  Voice 

10  5/8 

$0.94 

Applied  Magnetics 

31  !/2 

4.66 

Ciprico 

12  H 

0.83 

Computen/lsion 

0.53 

Control  Data  Systems 

15% 

0.94 

Dialogic 

19 

1.36 

Lexmark  International  Grp 

25  V2 

2,03 

Unison  Software 

5 

0.57 

Sources:  IBES  Express:  MarM  Guide  via  OneSource 
Informatm  Services. 

The  overall  market 
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The  Barra  All-US  price  index  as  of  4/1 1/97 

Market  value:  $8,253.7  billion 
P/E:  19.0 

P/E  minus  negative  EPS:  17.4 
Price/book:  2.8 
Yield:  1.8% 


12-month  closeup 


1200 


'87    '88    '89    '90    '91    '92    '93    '94    '95   '95  '97 


MJJASONDJFMA 

'96  '97 


Closeup  on  the  markets 


index  or  investment 


'  2-week  cliange 


%  change  from 
1  year  ago      5-year  high 


The  best  and  worst  performing  stocks 


The  best  and  worst  performing  industry  factors" 


Barra  All-US  index 

-4.3%  1 

11.1% 

-9.4% 

S&P/Barra  Growth  index' 

-4,6  1 

20.5 

-9.9 

S&P/Barra  Value  index^ 

-4,7  1 

11.4 

-9.4 

Dow  Jones  industrials 

-5.2  IB 

15.5 

-9,8 

S&P  500 

-4.7  H 

15.9 

-9.5 

NYSE 

-4,4  g 

13.7 

-8.9 

Nasdaq 

-3.4 

9.6 

-13,1 

PSE  Tech  100 3 

-3.0 

19.3 

-10,9 

EAFE' 

-3.5 

-3.3 

-7,4 

CRB  futures  index^^ 

-1.4 

-6.7 

-7,3 

Gold''  (Comex  spot) 

-0.9 

■ 

-12.1 

-15.4 

Yen^  (per  $US) 

2.1 

1  16.2 

-0.5 

Oil''  (W  Texas  Intermediate) 

imi 

-19.6 

-30.5 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Microcom 

16 

63% 

$0.63 

Quickturn  Design  Systems 

7  3/8 

-54% 

$0.18 

Fuisz  Technologies 

BVa 

35 

-0.19 

Pure  Atria 

SVs 

-53 

0.60 

Mobile  Telecomm  Technologies 

7Vs 

33 

-2.13 

Informix 

73/4 

-50 

-0.36 

Paxson  Communications 

11  Va 

32 

-0.16 

Red  Brick  Systems 

81/2 

-45 

0.37 

Dynamics  Corp  of  America 

43!/2 

31 

NA 

Rational  Software 

13  1/2 

-4A 

0.74 

Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change  1 
since  | 
12/31/96  1 

Trucking 

1.1% 

18.3% 

Oilfield  services 

-9.5% 

2.2% 

Cosmetics 

0.6 

2.5 

Publishing 

-9.0 

0.6  ' 

Household  products 

-0.3 

4.3 

Real  estate 

-8.7 

5.9 

Tobacco 

-0.8 

-1.5 

Apparel,  textiles 

-8.5 

3.2 

Air  transport 

-2.3 

12.4 

International  oil 

-7.9 

-1.3 

Note:  Data  for  period  ending  4/11/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  pnce  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
U.S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
growth.  ^Total  return  of  more  than  300  large-capitalization  stocks  charactenzed  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios,  price-weighted  index  of  100  widely  followed  U.S. 
technology  stocks.  Base  value  12/31/82  =  50  (ad|usted).  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ''Index  of  21 
commodity  futures.  "Source:  Bridge-Commodity  Research  Bureau.  'Estimate,  Source:  IBES  Express.  "Shows  return  after  controlling  tor  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source;  Barra,  Inc.,  Berkeley,  Calif. 
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THE  FORBES/LIPPER  MUTUM  rUKD  REUtEW 


Best  &  worst  fund  objectives 


BEST 

— Return' — 

WORST 

— Return' — 

last 

5 

last  5 

Objective 

quarter 

years' 

quarter  years' 

Latin  America 

'^cliiace  &  tech 

-8.6%  20.1% 

Emerging  marl(ets 

9,6 

1 1  0 

Gold 

-7  9       '  7.8 

Europe 

4.5 

14.0 

Srnali  cap 

^pl^.9  13.1 

S&P  500  Index 

2.b 

15.9 

Japan 

6  7  LO 

Financial  services 

2.3 

22.4 

Canada 

-6.6  8.9 

m 


JOHN  H.  CHRISTY 


The  best-performing  U.S.  fund  group  in  the  first  quarter 
of  1997:  S&P  500  index  funds,  with  a  2.5%  total  return. 
But  during  the  quarter  the  group  was  both  lower  and 
much  higher;  as  we  noted  in  a  recent  article  (Apr.  7), 
index  funds  can  be  dangerous. 

International  stock  funds  lost  3.5%.  In  Japan,  U.S. 
investors  were  punished  two  ways:  falling  Japanese  share 
prices  and  a  sharp  weakening  of  the  yen. 

With  a  volatile  market,  risk  levels  take  on  extra  impor- 
tance in  fund  selection.  The  table  below  shows  five  funds 
with  low  risk  and  decent  five-year  returns  and  five  other 
flinds  with  high  risk  and  poor  returns.  WM 


SpeciaFloeus 


One  way  to  evaluate  a  fimd's  risk  is  to  look  at 
how  far  it  drops  during  downturns.  Among 
funds  with  double-digit  gains  in  1996,  these 
six  had  the  smallest  consecutive  three-month 
declines  over  the  past  decade.  Lindner 
Dividend  Fund's  worst  three -month  drop  was 
9.6%.  Weitz  Value  fund  lost  12.2%  over  one 
three-month  stretch,  but  it  recovered  this  loss 
in  three  months.  One  downside:  Such  defen- 
sive funds  lag  in  a  bull  market.  This  group 
lagged  the  s&P  500's  23%  return  in  1996. 


Forbes  rating 

Fund 

Total  rptiirn' 

UP  DOWN 

5 

12 

markets 

years^ 

months 

D  A+ 

Lindner  Dividend-Investor 

10.6% 

11.5% 

D  A+ 

Greenspring  Fund 

11.4 

22.6 

B  A 

Income  Fund  of  America 

11.5 

15.2 

C  B 

Weitz  Series-Value 

12.9 

18.7 

D  A+ 

Flag  Inv  Telephone  Income-A 

13.8 

13.4 

D  A 

Dreyfus  Prem  Value-A 

10.8 

18.1 

Risk  and  reward? 


Forbes  rating 
UP  DOWN 
markets 


Fund 


years 


-Total  return 
12 
months 


year 
to  date 


Annual 
expenses 
per  $100 


Maximum 
sales 
charge 


LOW  RISK 

B 

Fidelity  Low-Priced  Stock 

18.8% 

19.7% 

.  0.1% 

$1.05 

_^JI.OO%_ 

B 

Sound  Shore 

18,7 

30.0 

2.8 

1.15 

none 

Hp 

Babson  Value  aHH||||HH|i 

i     17.9  flj 

B  B 

Fidelity  Value 

18.1 

13.5 

1.7 

0.89 

none 

Fidelity  Equity-Income 

17.5 

17.7 

1.8 

0.68 

none 

HIGH  RISK 

EV  Traditional  Special  Equities 

6.5 

4.9 

-12.2 

1.08 

4.75 

A  F 

Keystone  America  Hartwell  Emerg-A 

7.2 

3.6 

-11.2 

1.66 

4.75 

Dreyfus  Special  Growth-Investor 

7.1 

-11.1 

-8.0 

1.40 

none  ' 

B  D 

Pasadena  Growth  Fund-A 

7,0 

11.8 

-5,2 

1,60 

5.50 

C  F 

Fortis  Advantage-Capital  Apprec-A 

7.8 

-19.7 

-19.9 

1.56 

^Through  Mar.  31,  1997.  ^Annualized.  ^Through  Apr.  10,  1997. 


Sources:  Upper  Analytical  Services-,  Forbes. 


For  an  update  on  Forbes  Best  Buy  Funds,  see  our  Web  site  at  www.forbes.com 
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rOrbeS  presents  the 


1997  CEO  Forum 


June  25-27, 1997 

The  Four  Seasons  Hotel,  Los  Angeles 
and  The  Anderson  School  at  UCLA 


FEATURING: 


Allen  on  Weathering 
Change 


The  Next  Millennium 


Clark  on 
The  Internet 


Dell  on  Redefining 
the  Business  Model 


Dunlap  on  Value 
Creation 


Forbes 


THE  CEO  FORUM. 


'    Robert  E.  Allen 
'    .:  AT&T 

Druckeronthe  New 
CEO  Paradigm 


Jim  Clark 
Netscape  Communications 


Michael  S.  Dell 
Dell  Computer  Corporation 


Peter  F.  Drucker 
Claremont  Graduate  School 


Plus: 

KwelSi  Mfume  of  the  NAACP  on  Corporate/Black  America 
Steve  Forbes  on  The  Electorate 
Leon  Panetta,  former  White  House  Chief  of  Staff,  on  Crisis  IVIanagement 
Robert  A.  Bowman  of  ITT  on  Spin-offs 
James  Clifton  of  The  Gallup  Organization  on  Trends 
Caspar  W.  Weinberger,  former  Secretary  of  Defense,  on  Geopolitics 

and 

an  exclusive  performance  by  M^y^fSAoiy  host 

JayLeno 


Albert  J.  Dunlap 
Sunbeam  Corporation 

^  t 

Murdoch  on  ' 
Media 


Prime  Minister  Horn 
on  Eastern  Europe 


Kemp  on 
the  Next  Millennium 


Kozlowski  on  Making 
Mergers  Work 


Martinez  on 
the  Consumer 


.  Rupert  Murdoch 
The  News  Corporation  Ltd. 

Mllisteln  on 
Corporare  Govemance 


The  Honorable  Gyula  Horn      The  Honorable  Jack  Kemp 
Prime  Minister,  1 996  Republican  Vice 

Hungary  Presidential  Candidate 


L.  Dennis  Kozlowski 
Tyco  International,  Ltd. 


Arthur  C.  Martinez 
Sears,  Roebuck  &  Co. 


Ira  M.  Mllisteln 
Weil,  Gotshal  &  Manges 


For  additional  information: 

Call  212-206-5521 

e-mail:  ceoforum@forbes.com 


Visit  Our  Website  at  www.forbes.com/conf/ 

(Attendance  is  limited  to  Chairmen,  Presidents  and  CEOs 
from  global  2000  companies.) 


Sponsor  Partners: 


AEROSPATIALE 


A^A  American  ."^^ 
w\r\  Airlines'* 


ATSiTSolutions 


ClUfOMU  MIlOHOTin  IHOimfiV  UiiANGE 


CRG 


CoMPKNSA'rioN  Resource  Group.  Iinjc.* 


CREDIT 
SUISSE 


FIRST 
BOSTON 


NYSfc  TOSHIBA 

In  association  with:  The  Anderson  School  at  UCLA  -  Department  of  Water  and  Power  -  Hill  &  Knowlton  -  New  Los  Angeles  Marketing  Partnership  -  Steelcase  Inc.  -  Worldport  LA 


MERCER 

Management  Consulting 


STREETWALKER 


EDITEDBY 


Selling  pressure  aliead 

Stocks  with  heavy  insider 
ownership — newly  public 
companies,  for  instance — will  come 
under  increased  selling  pressure 
this  month.  Why?  The  Securities  & 
Exchange  Commission  recently 
reduced  by  halt' the  holding  period 
for  restricted  stock  owned  by  com- 
pany insiders. 

Under  the  old  rules,  insiders 
could  sell  restricted  stock,  only 

Pacific  sunburnt 

Teen  aitarel  stocks  are 
hot.  Nasdaq-traded  Pacific 
Sunwear  of  California  (psun)  has 
run  up  from  5  early  last  year  to  a 
recent  3314,  or  37  times  fiscal  1997 
earnings.  Investors  like  psun 
because  earnings  growth  was  nearly 
200%  over  the  previous  year. 

But  is  Pacific  Sunwear  really 
worth  almost  twice  the  Gap.'' 
Doubtful.  A  California  surf  shop 
until  1995,  Pacific  Sunwear  is  a 
newcomer  to  girls'  apparel,  with  no 
history  of  surviving  fashion  fads. 
psun's  greatest  risk  is  a  reliance  on 
private-label  business:  40%  of  sales 
in  1996,  up  from  20%  in  1993. 
While  that  business  offers  20%  more 
profit  on  each  item  sold,  it  can  easi- 
ly flop  with  shoppers  interested  in 
the  fi-eshest  fashions.  AnnTaylor  and 
Edison  Brothers,  retailers  with  simi- 
lar private-label  strategies,  have 
struggled  with  them. 

Pacific  Sunwear  investors  seem 
skittish.  Former  Fidelity 
Investments  fiind  manager  Jeffrey 
Vinik  had  owned  almost  1 0%  of  the 
stock  but  has  reduced  his  stake  to 
8%  since  March. 

This  year  the  company  plans  to 
add  40  new  stores;  currently  there 
are  211.  But  competition  from  teen 
retailers  such  as  the  Wet  Seal,  Gad- 
zooks,  and  the  Limited's  Express — 
as  well  as  Limited  Too  division, 
now  home  to  Pacific  Sunwear's  for- 
rner  chief  executive,  Michael  Ray- 
den — is  increasing.  Looks  like  just 
another  flashy  fad  to  us.  If  you  want 
to  short  it,  shares  are  borrov/able. 

-Robert  La  Franco 


after  two  years;  now  they  can  , 
unload  after  one.  This  also  applies 
to  insiders  who  receive  stock  in  a 
corporate  acquisition. 

Robert  Gabele,  of 
CDA/Investnet,  says  sales  of 
restricted  stock  could  double,  to 
$10.5  billion,  in  the  second  quar- 
ter of  this  year,  thanks  to  the  rule 
change.  We  all  know  what  happens 
when  there  are  more  sellers  than 
buyers. 

Takeover  talk 

Shareholders  of  Nasdaq- 
traded  IPC  Information 
Systems  (iPCl)  are  steaming.  After 
peaking  at  2614  in  March  1996,  the 
shares  of  this  $250  million  (1996 
revenues)  provider  of  telecommuni- 
cations products  for  the  financial 
trading  community  have  crashed, 
to  a  recent  1 1 . 

Despite  the  late  1995  hire  of  a 
promising  chief  executive  from 
BellSouth,  management  has 
not  been  able  to  inte 
grate  iPCl's  three 
units.  Weakness  in 
sales  at  the  compa- 
ny's cable  and 
wiring  infra- 
structure busi- 
ness, combined 
with  an  invest- 
ment in  its 
global  telecom- 
munications 
subsidiary, 
IXnet,  will  push 
earnings  down 
40%  this  year,  to 
an  estimated  70 
cents  a  share. 

Better  times  lie 
ahead.  iPCl's  control 
ling  stockholders,  the 
Kleinknecht  brothers,  may  try  to 
merge  or  sell  the  company. 

IPCl's  businesses  could  be  attrac- 
tive to  an  acquirer.  It  has  a  70% 
share  of  the  domestic  turret  mar- 
ket— sophisticated  telephone  sys- 
tems for  brokerage  trading  desks — 
and  half  the  world  market.  Once 
IXnet  is  completed,  earnings  should 


follow  quickly.  Its  end-to-end  ser- 
vice is  better  than  dealing  with 
three  phone  companies — as  is  usual 
when  setting  up  a  global  system. 

Analyst  Gregory  Miller  of 
Rodman  &  Renshaw  thinks  unload- 
ing the  troubled  cable  and  wiring 
division  could  raise  the  stock  price 
$2  to  $3  per  share.  A  sale  of  the 
company  could  fetch  $20  per  share. 
Likely  buyers.^  European  companies 
Siemens  and  Ericsson  are  possibili- 
ties; so  is  Canada's  Northern 
Telecom  and  smaller  long  distance 
concerns.  In  April  ipc:i  announced 
that  it  had  hired  Deutsche  Morgan 
Grenfell  to  evaluate  potential 
alliances.  The  stock  has  upside. 

Out  of  the  frying  pan  .  . . 

We  recently  warned  you 
^      off  restaurant  stock  Lone 
Star  Steakhouse  &  Saloon;  its  price 
has  fallen  27%  since  March.  Another 
eatery  to  avoid  is  Papa  John's 
International  (pzza),  trading  at  a 
recent  2(fk  on  the  Nasdaq. 

Papa  John's  is  down  28%  from  its 
high  of  36/4  in  November.  Still  rich; 
its  multiple  of  31  is  twice  that 
of  its  peers. 

pzza's  secret.^  A  slew 
of  new  pizzerias — 

300  this  year,  290 
I  last  year — means 
?  big  revenue 
"  growth.  But  some 
anah'sts  worry 
about  Papa  John's 
earnings.  About 
half  its  revenues 
come  from  compa- 
ny-owned restau- 
rant sales,  with  mar- 
gins of  17%. 
Restaurant  operating 
expenses  are  increasing 
faster  than  re\  enues.  Rev- 
enues generated  from  the 
commissaries,  which  supply  things 
like  pizza  ingredients  to  the  stores, 
are  rising — up  an  estimated  39%  this 
year — to  40%  of  total  sales.  Includ- 
ing equipment  sales,  commissary 
margins  are  9%.  If  a  competitor  cuts 
pizza  prices.  Papa  John's  would 
have  to  go  along.  Another  drag  on 
margins:  pzza  is  adding  commis- 
saries ahead  of  demand  for  them. 
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Papa  John's  could  suffer  when 
PepsiCo  spins  off  Pizza  Hut  this 
summer,  likely  freeing  up  cash  for 
building  market  share.  When  same- 
store  sales  slow,  PZZA  could  trade  at  a 
15  p/e,  or  $13.  Stock  is  borrowable. 

Exit  the  E.R. 

Shares  of  ConMed  Corp.,  a 
'^^^  Utica,  N.Y.  maker  of  medical 
supplies  with  sales  of  $126  million 
last  year,  are  down  more  than  half 
from  their  1996  high  of  34%.  One 
reason:  In  February  1996  ConMed 
acquired  New  Dimensions  in 
Medicine,  a  competitor.  But  ndm's 
sales  and  contribution  to  earnings 
have  disappointed. 


Time  to  buy,  says  Samuel 
Navarro,  analyst  with  UBS  Securities. 
This  spring  ndm  will  start  produc- 
ing a  new  retail  product,  ClearSite, 
a  moist-gel-dressing  bandage  to  be 
sold  under  the  Curad  name.  And 
ConMed's  core  businesses  of  elec- 
trodes and  electrosurgical  systems 
will  get  a  boost  from  recent  con- 
ti'acts  with  two  large  hospital 
groups.  Tenet  and  Premier. 

In  February  ConMed  consolidat- 
ed its  sales  force,  putting  four  dis- 
parate units  into  one.  This  newly 
focused  sales  force  should  help 
increase  operating  margins — cur- 
rendy  20% — on  greater  volume 
from  the  new  contracts. 

At  a  recent  14%,  Nasdaq-traded 
CNMD  sells  for  just  11  times  1997 
earnings  estimates  of  $1.38. 
ConMed  trades  at  1.7  times  rev- 
enues; industry  average  is  about  3.5 
times.  Balance  sheet  is  debt-free. 
Navarro  thinks  ConMed  can  reach 
$25  within  a  year,  a  70%  gain. 

-John  H.  Christy  H 
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UPPER  RANKED: 

#1  MID-CAP  FUND 


'7f/j 


Average  Annual  Total  Returns 

as  of  12/31/96* 

H  Mid-Cap  Growth  Fund 

H  Lipper  Mid  Cap  Funds  Average 


24.84% 


25.44% 


20.84% 


1 7.927c 


14.70'; 


17.43% 


T.  Rowe  Piice  Mid-Cap  Growth 
Fund  can  help  you  benefit  from  the 
performance  potential  of  some  of 
America's  leading  mid-size  growth 
companies.  These  companies  are 
often  small  enough  to  adapt  quickly 
to  change,  yet  mature  enough  to 
have  proven  products  and  seasoned 
management. 

The  fund  is  ranked  #1  of  50  mid- 
cap  funds  for  the  period  from  its 
inception  (6/30/92)  through  12/31/96, 
according  to  Lipper.  *  *  Mid-cap  stocks  .iOHHHBnHHHBnHHHHHHHMHftk 
tend  to  be  less  volatile  than  those  of  small  companies,  but  more  volatile  than 
larger-company  stocks.  Past  performance  cannot  guarantee  future  results.  $2,500 
minimum  ($1,000  for  IRAs).  No  sales  charges. 

Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-401-5341 


1  year 


3  years      Since  inception 


Invest  With  Cmfidencc 

T.RoweFVice 


MCG035541 


*Source:  Lipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and  capital  gain 
distributions.  Invesmient  return  and  principal  value  will  vary,  and  shiires  may  be  worth  more  or  less  at  redemption  than  at 
original  purcha.se.**Lipper  also  ranked  the  fund  #27  of  154  mid-cap  funds  based  on  its  total  return  for  the  1-year  period 
ended  12/31/96.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Invesimcni  Ser\ices,  Inc  ,  Distributor 


Research  in  cities  across 

America  has  revealed 
that  money  does  in  fact 
grow  on  trees. 


Parks  and  open  spaces  don't  jp^ygj 

just  make  cities  more  beautiful,  f    o  r 

TU  4  PUBLIC 

1  hey  attract  business  and  t  a  vi  p) 

do  wonders  for  the  economy. 

Call  1800  714  LAND. 


THE  MUHLENKAMP  FUND 


"IVty  mmj  is  in  it 
IVfy  name  is  oi  '€ 

Muhk'iikamp, 
I'miil  MdiKi'^er 


AVERAGE  ANNUAL  RETURNS  THROUGH 
MARCH  31, 1997 

ONE  YEAR 

257% 

THREE  YEAR 

19.6% 

FIVE  YEAR 

16.8% 

SINCE  INCEPTION  i  w 

14.7% 

>■  100%  i\'o  Load   >  IRAs  Available 
>  $200  min.  investment 

CAIi  1-800-860-3863 

FOR  A  FREE  PROSPECTUS  AND 
MORE  INFORMATION. 


Muhlenkamp  &  Company,  Inc. 

12.->()ll  Perry  Higliwa\-  •  \Ve\tord,  I'A  ISuyo 
Internet  Addre.ss:  http://muhlenkamp.com 

Please  read  the  prospectus  cartful!)'  before  you  invest 
This  offer  is  made  to  persons  residing  ir  jurisdictions 
where  such  offer  can  legally  he  made.  Past  performance 
does  not  guarantee  future  results.  Fund  shares  when 
redeemed  ma\'  be  worth  more  or  less  than  original  cost. 


CONSISTENT  EARNINGS  GROWTH 
ANOTHER  RECORD  YEAR" 


Once  again,  VEBA's  value-oriented  strategy  bore  fruit  in  the 
1996  financial  year.  At  DM  2,491  million,  earnings  posted  a 
17.9%  increase,  once  again  showing  stronger  growth  than 
sales.  Return  on  equity  after  taxes  reached  13.3%.  We  thus 
moved  a  good  step  closer  to  our  medium-term  target  of  15%. 


Group  Highlights 

1995 

1996 

Change 

Sales 

DM  in  millions 

72,372 

74,541 

+3.0% 

DVFA/SG*  earnings 

DM  in  millions 

2.1  13 

2,491 

+17.9% 

DVFA/SG*  earnings 

per  share 

DM 

4.33 

5.04 

+16.4% 

DVFA/SG*  cash  flow 

DM  in  millions 

8,570 

8,538 

-0.4% 

Investments 

DM  in  millions 

9,722 

8,783 

-9.7% 

No.  of  employees 

Dec.  31 

125,158 

122,1 10 

-2.40/0 

•German  Society  of  Investment  Analysts/Schmalenbach-Gesellschaft 

DIVIDEND  INCREASED 

With  our  proposal  to  raise  the  cash  dividend  from  DM  1,70 
to  DM  1.90  per  share,  dividend  payouts  to  our  shareholders 
have  seen  double-digit  growth  for  the  third  consecutive  year. 

EARNINGS  DEVELOPMENT 

Our  strong  earnings  growth  was  achieved  primarily  via  in- 
creased profits  in  Electricity  and  Oil,  which  more  than  offset 


the  weak  performance  in  Chemicals  and  Trading/Transpor- 
tation/Services caused  by  unfavorable  economic  conditions 
as  well  as  further  startup  costs  in  Telecommunications. 

OUTLOOK 

Our  primary  aim  is  to  expand  the  Group's  international 
activities,  reduce  our  individual  businesses'  exposure  to 
cyclical  fluctuations  and  continue  to  enhance  productivity. 
We  are  confident  of  being  able  to  increase  the  value  of  VEBA 
for  our  shareholders  even  further  in  1997 

For  further  information,  please  contact  us  for  a  copy  of  our 
1996  Annual  Report: 

VEBA  AG,  Public  Relations,  Bennigsenplatz  1,  40474 
Dusseldorf,  Germany;  Telephone:  ++49  (211)  4579-367, 
Fax:  ++49  (211)  4579-532,  Internet:  http://www,veba.de 


THE  CONTRARUN 


Technopanic 


BY  DAVID  DREMAN 


David  Dreman  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


The  shellacking  the  market  has  taken  in 
recent  weeks  is  even  worse  than  it  appears.  In 
early  April  the  average  stock  with  a  market 
value  between  $1  billion  and  $5  billion  was 
down  17.8%  from  its  12-month  high,  often 
established  in  January.  Smaller  stocks  were 
even  harder  hit.  Market  caps  of  $300  million 
to  $1  billion  were  socked  22.3%,  and  those 
from  $100  million  to  $300  million,  26%. 
Under  $100  million.^  Don't  ask.  If  you  insist 
on  knowing,  the  pint-size  companies  were 
marked  down  40%. 

Is  the  worst  now  over? 

I'm  afraid  not.  Certainly  not  for  technolo- 
gy, particularly  for  concept  companies  with 
multiples  in  outer  space.  Many  of  us  believed 
it  was  coming.  The  only  question  was  when. 
My  column  of  July  29,  1996,  examining  the 
mania  in  technology,  said  in  part,  'T  have 
never  seen  it  this  wild,  and  I  have  lived 
through  all  kinds  of  markets.  The  folly  will  go 
on  for  a  while  longer  and  then  end  in  a 
resounding  crash  for  many  iPOs  and  concept 
stocks."  In  a  similar  vein  Forbes  wrote  in  its 
issue  of  Jan.  27:  "What  could  end  the  bull 
market?  A  crash  in  tech  stocks." 

When  a  technology  market  becomes 
unglued,  50%  declines  don't  even  count.  In 
the  last  technopanic,  in  1983,  70%  or  80%— 
or  even  90% — tumbles  were  common. 

We  are  seeing  some  of  this  already.  Cascade 
Communications,  one  of  the  hottest  compa- 
nies in  computer  networking,  cascaded  from  a 
recent  12 -month  high  of  91  to  as  low  as  23 
before  upticking  modestly  on  news  of  a 
merger  agreement  with  Ascend  Communica- 
tions. Ditto  many  of  the  Internet  stocks, 
which  have  declined  60%  to  75%  from  their 
peaks.  If  you  still  have  profits  in  the  aggres- 
sive growth  groups,  take  them  now\  If  you 
have  losses,  don't  pray  for  a  miracle:  Swallow 
hard  and  sell. 

Ditto  for  aggressive  growth  mutual  hinds. 
They  all  bought  virtually  the  same  stocks, 
which  resulted  in  breathtaking  performance 
on  the  way  up  last  May.  Major  fund  groups 
own  as  much  as  10%  of  thinly  traded  issues. 
One  group,  for  example,  owned  7%  of  Idexx 
Laboratories  and  9.8%  of  Medic  Computer 
Systems.  On  Mar.  24  Idexx  Labs  dived  62% 
on  disappointing  earnings,  while  Medic  fell 
53%  on  lower-than-anticipated  sales. 


I  would  advise  bailing  out  now  if  you  are  in 
these  funds.  Shareholder  redemptions  and 
nervous  managers  will  create  sell  orders,  and 
there  will  be  no  bids.  My  advice:  Take  your 
medicine  and  get  out. 

What  about  the  quality  high-tech  merchan- 
dise? The  Microsofts,  Intels,  Hewlett- Packards 
and  Compaqs?  When  a  bubble  bursts,  it  takes 
everything  with  it,  even  the  cream.  La  creme 
always  comes  back,  but  the  interim  can  be 
pretty  nasty.  There  will  be  a  major  buying 
opportunity  in  this  group,  but  it  is  still  some 
time  away. 

If  you  want  to  put  some  cash  into  the 
market,  do  so  slowly.  Look  for  companies  and 
industries  that  have  already  been  bashed. 
Make  sure  they  have  strong  growth  prospects 
and  trade  at  low  p/es. 

Here  are  a  number  of  stocks  that  fit  the  bill. 

Philip  Morris  {38}  is  the  industry  leader, 
with  one  of  the  most  consistent  earnings 
growth  records  on  the  Big  Board.  MO 
dropped  18%  from  its  split-adjusted  1997 
high  of  46M.  Foreign  tobacco  and  food  sales 
are  growing  at  a  rate  well  above  that  of  the 
s&P  500.  Phihp  Morris  trades  at  a  p/e  of  15 
and  yields  4.2%  on  a  dividend  that  has 
increased  annually  since  1972. 

Shareholder  redemptions  and 
nervous  managers  will  create  sell 
orders,  and  tiiere  will  be  no  bids. 

L/sr  (26)  is  the  nation's  largest  producer  of 
smokeless  tobacco.  The  stock  is  down  sharply 
from  its  1996  high  as  a  result  of  increasing 
competition,  but  I  expect  a  resumption  of 
earnings  growth.  UST  trades  at  a  p/e  of  10 
and  yields  6.2%. 

AT&T  {33)  has  been  in  a  bear  market  for 
months.  Its  price  has  been  chopped  almost 
in  half  from  a  12-month  high  of  64.  The 
near-term  outlook  isn't  sizzling,  but  old 
Ma  appears  cheap  at  a  p/e  of  9  and 
a  3.9%  yield. 

Canadian  Imperial  Bank  (30  in  Canadian 
dollars,  listed  on  the  TSE)  is  the  second- 
largest  commercial  bank  in  Canada.  Loan 
quality  and  earnings  have  been  improving 
sharply.  The  stock  trades  at  a  p/e  of  10  and 
yields  3%. 

Fannie  Mae  (38)  has  weakened  on  rising 
interest  rates.  This  growth  stock  trades  at  a 
below-market  p/e  of  15  and  yields  2%.  H 
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WALL  STREET  IRREGfimB 

Gontrariaiis 
beware 


BY  MARK  NULBERT 


Mark  Hulbert 
is  editor  of  tlie 
Alexandria,  Va.-based 
Hulbert  Financial 
Digest,  a  monthly 
service  that  monitors 
the  performance 
of  investment 
advisory  letters. 
hfd@delphi.com 


Attention  all  you  gutsy  contrarians.  I 
have  never  before  seen  such  pessimism  about 
stocks  among  the  top-performing  investment 
letters.  All  three  of  the  investment  letters  that 
have  beaten  the  market  on  a  risk-adjusted 
basis  since  mid- 1980  are  bearish. 

Value  Line  Investment  Survey  is  advocating 
that  subscribers  keep  50%  of  their  equity  port- 
folios in  cash.  Its  analysts  are  forecasting  that 
in  three  to  five  years  the  stocks  they  follow 
will  trade  only  modestly  higher  than  they  do 
today.  And  that's  even  under  the  best  of  cir- 
cumstances. Value  Line  believes  such  potential 
returns  aren't  worth  the  risk. 

That's  reason  enough  to  be  cautious,  but 
there's  more:  Academic  research  has  discov- 
ered that  Value  Line\  analysts  (like  virtually 
all  Wall  Street  analysts)  are  bullishly  biased. 
Their  forecasts  need  to  be  revised  downward. 
According  to  Miami  University  of  Ohio  eco- 
nomics Professor  Daniel  Seiver  (who  himself 
edits  a  letter  called  pad  System  Report),  this 
downward  adjustment  factor  is  around  65%. 
Right  now  the  median  three-to-five-year  fore- 
casted price  appreciation  among  Value  Line\ 
analysts  is  55%.  So  Value  Line  implicitly  is 
forecasting  that  after  adjustment  the  stock 
market,  in  three  to  five  years,  will  be  lower 
than  it  is  today. 

In  second  place  for  risk-adjusted  perfor- 
mance over  the  17  years  the  hfd  has  tracked 
letters:  Growth  Stock  Outlook,  edited  by 
Charles  Allmon.  He  currently  is  recommend- 
ing that  subscribers  allocate  no  more  than 
20%  of  their  equity  portfolios  to  the  stock 
market. 

You  may  well  ask  how  Allmon  gets  to  the 
top  of  my  ranking  when  he  has  been  sour  on 
the  market  since  1986.  The  answer  is  that  he 
may  be  a  lousy  market  timer  but  he  is  a  heck 
of  a  stock  picker.  His  individual  picks  have 
outperformed  the  market  by  so  much  that 
even  with  a  huge  cash  position  he  beats  the 
market  on  a  risk-adjusted  basis. 

In  third  place  for  risk-adjusted  performance 
since  mid-1980  is  the  Chartist,  edited  by  Dan 
Sullivan.  Sullivan  was  one  of  the  few  outright 
bulls  among  the  ranks  of  the  top  performers. 
He  turned  bearish  on  Apr.  3.  His  model 


mutual  fiind  portfolio  is  now  100%  in  cash, 
and  his  model  stock  portfolio  is  50%  in  cash. 

Sullivan  turned  bearish  because  he  believes 
the  recent  drop  in  the  market  represents  more 
than  just  a  normal  pullback.  If  he  thought  it 
was  just  a  correction,  that  would  have  been 
healthy  and  Sullivan  would  have  remained 
flilly  invested.  But  now  he  feels  that  the  late 
March  and  April  correction  inflicted  too  much 
damage  on  the  underlying  technical  strength 
of  the  market. 

As  a  contrarian  should  you  take  this  heavy 
bearishness  as  a  buy  signal?  I  would  be  cau- 
tious. It's  crucial  for  contrarians  not  to  confiise 
these  few  top  performers  with  the  much  larger 
group  of  investment  letters.  A  contrarian 
should  buck  the  mass  of  letters,  not  the  class. 

Sullivan  believes  the  recent 
drop  in  the  market 
represents  more  than  just 
a  normal  pullback. 


The  mass  is  not  so  bearish.  Investors  Intelli- 
gence, edited  by  Michael  Burke,  has  been  mon- 
itoring investment  letter  sentiment  since  1963, 
turning  bullish  when  sentiment  became  exces- 
sively bearish  (and  vice  versa).  Right  now 
Burke  is  bearish.  He  believes  we  are  at  an 
"important  top."  He  bases  this  view  in  part  on 
his  findings  that  among  investment  letters  as  a 
whole  sentiment  remains  sanguine. 

Is  Investors  Intelli£ience  credible^  Yes. 
Because  Burke's  model  mutual  fiind  portfolio 
was  created  in  the  mid-1980s,  his  letter 
doesn't  appear  in  the  HfD's  17-year  ranking. 
But  Burke's  market  timing  advice  has  beaten 
the  market  over  the  last  decade.  And  right 
now  he's  advising  subscribers  to  move  all  their 
equity  accounts  into  cash. 

Let  me  warn  my  readers:  The  top-perform- 
ing letters  are  not  infallible.  On  balance  they 
turned  bearish  in  early  1994,  and  didn't  turn 
outright  bullish  until  late  in  1996 — so  they 
blew  a  large  part  of  the  recent  bull  market. 
But  their  long-term  records  show  they  have 
been  right  more  often  than  wrong.  I  would 
think  twice  about  going  contrary  to  their 
views  right  now.  H 
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Moire  turbulence, 
but  no  cirash 


BY  R.S.  SALOMON  JR. 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


The  long-awaited  stock  market  correction  is 
on.  I  perceive  it  as  just  that — a  correction  in  a 
continuing  bull  market  and  not  the  beginning 
of  a  prolonged  decline. 

My  optimism  is  based  on  the  prospect  of 
low  inflation  and  strong  corporate  fiandamen- 
tals.  Later  in  the  year,  when  the  Fed  is  finished 
tightening,  I  expect  the  economy  to  slow  and 
long-term  interest  rates  to  decline.  In  the 
meantime,  valuations  are  adjusting  to  more 
reasonable  levels.  This  will  have  the  added 
benefit  of  eliminating  all  the  speculative 
excesses  that  existed.  It's  a  little  like  taking 
medicine.  You  know  it's  good  for  you,  but  it 
isn't  always  fiin  at  the  time. 

One  of  the  reasons  I  remain  long-term  bull- 
ish has  to  do  with  mutual  fiands  and  other 
institutions.  According  to  Lipper  Analytical, 
only  a  handful  of  mutual  fijnds  have  beaten 
the  S&P  500  since  the  end  of  1994.  There  is 
lots  of  evidence  to  suggest  that  both  private 
and  public  pension  fijnds  have  also  found  the 
pursuit  of  relative  gains  to  be  elusive.  If  the 
stock  market  is  a  zero-sum  game,  as  it  surely 
is,  who  are  the  winners  in  this  relative  perfor- 
mance derby? 

Over  the  last  few  years,  I  believe,  the  win- 
ners in  this  battle  have  been  individuals 
investing  on  their  own.  Individuals  still  own 
outright  close  to  half  the  total  stock  out- 
standing, even  though  they  account  for  a 
minuscule  portion  of  the  trading.  This  has 
been  a  winning  strategy  in  recent  years,  even 
though  a  lot  of  the  investors  don't  know  they 
have  a  strategy.  They  just  want  to  hang  on  to 
good  stocks. 

For  the  most  part,  individuals  don't  even 
know  they  are  winning  the  relative  perfor- 
mance game,  mostly  because  they  hardly  ever 
calculate  it.  Their  focus  is  on  absolute  returns 
since  it  is  difficult  to  provide  for  retirement,  a 
new  home  or  children's  education  with  rela- 
tive performance. 

I  will  use  Coca-Cola  as  an  example.  Many 
institutional  investors  think  that  Coke  is  a 
wonderfijl  company  whose  stock  is  over- 
priced. Their  valuation  conclusion  is  based  on 
their  view  that  any  stock  is  reasonably  priced 
only  when  it  can  be  bought  at  a  p/e  multiple 


discount  to  its  long-term  growth  rate.  Coke 
stock  violates  this  principle  dramatically  by 
selling  at  more  than  twice  its  growth  rate.  As  a 
result,  institutional  investors  have  sold,  caus- 
ing their  proportionate  ownership  to  decline. 
In  recent  years  the  company  itself  has  been  a 
substantial  buyer  of  its  own  stock,  absorbing 
this  supply  and  then  some. 

To  take  advantage  of  the  decline,  here 
are  five  high-quality  stocks  that  look 
like  good  values  at  present  prices. 

Coke  has  been  one  of  the  best-performing 
stocks,  and  institutions  don't  own  their  fair 
share.  Individuals  have  been  the  big  winners 
because  they  have  been  holders — not  sellers. 
They  not  only  like  the  company,  they  love  it. 
Anytime  I  say  anything  even  slightly  negative 
about  the  stock,  I  get  instant  and  angry  feed- 
back from  loyal  owners.  They  just  don't  care 
that  the  stock  is  overpriced  by  institutional 
standards.  And  if  they  were  to  sell,  they  would 
be  hit  by  huge  capital  gains  taxes.  The  individ- 
ual investor,  by  and  large,  has  become  a  very 
long-term  investor,  while  the  institutions  have 
not.  Mutual  funds  don't  care  about  taxes 
since  the  tax  burden  falls  not  on  them  but  on 
their  shareholders. 

This  story  is  not  just  about  Coke.  It  is  rep- 
resentative of  a  number  of  some  of  the  most 
successful  companies  in  America  today,  like 
Microsoft  and  Lilly.  Institutions  buy  and  sell, 
while  individuals  hold  and  hold.  This  tenden- 
cy, combined  with  big  share -buyback  pro- 
grams, takes  stock  off  the  market  and  helps 
keep  prices  high  in  the  long  run. 

So  let  the  institutions  knock  their  brains  out 
trying  to  pick  tops  and  bottoms  and  chasing 
relative  value.  To  take  advantage  of  the 
decline,  here  are  five  high-quality  stocks  that 
look  like  good  values  to  me  at  their  present 
prices:  H.F.  Ahmanson  (35),  Black  &  Decker 
(30),  Eastman  Kodak  (74),  Enron  (36)  and 
Great  Lakes  Chemical  (42).  Based  on  my  esti- 
mates for  this  year's  earnings,  these  stocks 
currently  sell  at  a  25%  p/e  multiple  discount 
to  the  market  while  providing  faster,  less  cycli- 
cal fi.iture  earnings  growth  and  higher  current 
dividend  yields.  Hi 
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MARKET  TRENDS 


Greenspan,  the 
piano  tuner 


BY  MARTIN  SOSIIOFF 


Martin  Sosnoff  is  chief 
investment  officer  of 
Atalanta/Sosnoff  Capital 
in  New  York  and  author 
of  Silent  Investor, 
Silent  Loser. 


Alan  Greenspan  is  not  your  friend.  Con- 
sistent with  previous  cycles  of  Federal  Reserve 
Board  tightening,  interest-sensitive  and  high- 
valuation  equities  slumped  after  the  Fed's 
action  in  March.  Greenspan  telegraphed  his 
punch  months  in  advance,  but  the  market 
waited  for  confirmation  before  reacting. 

I  expect  another  notch  of  tightening  within 
a  few  months  as  the  economy  continues  to 
expand  at  better  than  a  3%  rate.  If  GDP  doesn't 
decelerate  by  autumn,  further  FBJB  bumps  are 
in  the  cards.  In  this  setting,  30-year  Treasurys 
will  trade  at  between  7%  and  7.5%.  The  yield 
curve  should  flatten  some,  but  that  should  be 
the  end  of  it.  There  is  little  movement  in 
commodity  prices.  Wages  are  creeping  up,  but 
nothing  dramatic  as  yet. 

Greenspan's  tightening  notwithstanding, 
there  are  many  pluses  in  the  economic  setting. 
Corporate  earnings  are  still  growing,  perhaps 
a  5%  to  7%  gain  this  year,  and  with  no  reces- 
sion in  sight  for  1998.  Oil  has  touched  down 
at  $19  a  barrel,  from  $25.  The  strength  in  the 
dollar  cuts  two  ways.  It  holds  down  our 
export  capacit)',  but  keeps  a  lid  on  domestic 
price  inflation  and  attracts  capital  to  our  secu- 
rities markets.  The  budget  deficit  is  down  to 
1.5%,  as  a  percentage  of  GDP. 

The  basic  strength  of  the  dollar 
stops  Greenspan  from 
overreacting,  or  he  will  preside  over 
a  horrendous  trade  imbalance. 


The  biggest  problem  the  stock  market  faces 
is  its  valuation  in  the  context  of  30-year  Trea- 
surys yielding  between  7%  and  7.5%.  Dividend 
discount  models  are  blinking  red,  suggesting 
overvaluation  of  betAveen  5%  and  10%.  Viscer- 
ally,  I  feel  that  the  bond  market  is  setting  itself 
up  for  a  big  rally  within  six  months  when  the 
economy  begins  to  cool.  Real  interest  rates 
are  over  400  basis  points,  relatively  high  his- 
torically and  moving  higher. 

My  optimism  on  interest  rates  relates  to  the 
consumer,  who  accounts  for  two-thirds  of  the 
economy,  and  who  is  loaned  up  to  his  hair- 


line. Credit  card  delinquencies  are  running  at 
1 .2  million  annually,  and  there  is  deteriora- 
tion in  small  loans,  autos  and  second  mort- 
gages. This  should  begin  to  slow  the  econo- 
my within  six  months.  The  basic  strength  of 
the  dollar  stops  Greenspan  from  overreacting 
or  he  will  preside  over  a  horrendous  trade 
imbalance.  That's  what  triggered  Black 
Monday,  and  Alan  has  a  pretty  good  memory 
for  dates  like  that. 

With  these  mixed  signals,  what  is  one  to 
do>  You  want  some  cash  reserves,  maybe  25%, 
and  to  keep  your  bond  investments  under  two 
years.  Relative  valuation  between  growth  and 
cyclicals  continues  to  favor  growth  in  a  mod- 
erating economic  setting.  Large  capitalization 
equities  should  continue  to  outperform  small- 
and  mid-cap  sectors.  This  list  includes  Intel, 
Microsoft,  United  Technologies,  Boeing, 
Philip  Morris,  Johnson  &  Johnson  and  ge. 

There  are  pockets  of  undervaluation.  IBM 
sells  at  under  7  times  cash  flow;  the  market  is 
at  10.  I'm  intrigued  by  airlines,  a  terrible  busi- 
ness, but  for  the  first  time  in  memory,  airlines 
have  net  free -cash  flow.  They  sell  at  4  times 
cash  flow  and  5  times  enterprise  value,  which 
takes  their  debt-laden  balance  sheets  into  the 
equation.  Airlines  could  be  upgraded  in  valua- 
tion as  the  banks  have  been. 

Finally,  the  tobacco  stocks.  They  have  no 
friends,  just  good  earnings  and  low  valuations. 
Philip  Morris  sells  at  close  to  60%  of  the 
market's  valuation,  and  Loews  is  there  already. 
The  locus  of  tobacco  earnings  is  now  interna- 
tional, not  domestic,  for  MO.  If  you  don't  like 
ciggies,  try  cigars — Consolidated  and  General. 
Earnings  are  up  40%  this  year. 

My  biggest  personal  speculation  is  America 
Online.  The  concept  here  is  that  the  company 
will  become  the  major  new  media  enterprise. 
The  shorts  are  all  over  this  one — 20  million 
shares  short  on  a  90  million  share  capitaliza- 
tion. Finally,  note  Buffett's  McDonald's  play. 
You  gotta  buy  a  big  multinational  when  it's  a 
little  wobbly.  Management  got  too  compla- 
cent on  its  menu,  and  pricing  and  internation- 
al growth  slowed.  But  the  complacency  is  now 
gone  and  international  will  pick  up  again.  The 
biggest  risk  is  waiting  for  it  to  happen. 

Later  this  year,  if  interest  rates  peak  as  the 
economy  decelerates,  the  market  will  levitate. 
If  the  economy  does  not  weaken,  the  market 
grows  out  of  its  overvaluation  during  1998 
with  corporate  earnings  expanding  at  least 
another  5%. 

Paul  Volcker  restored  the  competitive 
mettle  of  the  country's  heartland  and  helped 
make  ge  number  one  in  market  capitalization. 
Volcker  used  the  meat  ax.  Greenspan's  just  a 
piano  tuner.  WM 
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Dabney  Resnick 
Imperial,  L.L.C.,  an 
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investments. 


When  equity  investors  value  a  company, 
they  typically  look  at  net  income.  The  equiva- 
lent ratio  for  bond  investors  is  the  coverage  of 
bond  interest  by  earnings  before  interest, 
taxes,  depreciation  and  amortization  (Ebitda). 
Interestingly,  the  difference  between  the  two 
valuation  methods  can  create  investment 
opportunities  in  a  sector  of  the  stock  market 
called  back-end  equities. 

Back-end  equities  are  new  securities  given 
to  debt  and  equity  holders  in  restructurings, 
spinoffs  or  bankruptcies.  Bondholders  in  a 
bankruptcy  may  receive  new  equity  in  the 
reorganized  company  as  compensation  for 
scaling  down  their  claims.  Or  the  old  equity 
holders  may  get  new  stock  representing  a  par- 
tial interest  in  the  new  company. 

In  a  volatile  stock  market  like  the  present 
one,  back-end  equities  can  be  good  plays 
because  they  tend  to  follow  their  own  logic 
rather  than  that  of  the  stock  market  in 
general. 

Because  of  the  different  valuation  methods 
used  by  equity  and  debt  analysts,  companies 
that  trade  at  a  reasonable  price  to  Ebitda  may 
look  expensive  based  on  p/es. 

Because  they  are  highly 
leveraged,  back-end 
equities  can  show  big 
price  boosts  on  relatively 
small  improvements 
in  operating  results. 


These  issues  are  typically  followed  by  debt 
analysts,  not  their  equity  colleagues,  and  are 
valued  on  an  Ebitda  basis.  They  often  have 
nominal  or  no  earnings,  having  just  restruc- 
tured themselves  out  of  difficulty,  and  there- 
fore look  expensive  on  a  p/e  basis.  As 
a  result,  many  investors  shun  these  issues 
initially.  Eventually  they  gain  the  attention 
of  analysts  and  stock  investors,  and  may 
even  begin  to  make  some  money.  Then  the 
valuation  criteria  shift  from  the  debt  to 
the  equity  approach  and  the  shares  can  trade 
up  significantly. 


Here's  another  plus  to  back-end  equities: 
Because  they  are  usually  somewhat  highly 
leveraged,  they  can  show  big  price  boosts  on 
relatively  small  improvements  in  operating 
results.  For  example,  if  a  company's  capital 
structure  involves  90%  debt  and  10%  equity, 
and  the  enterprise  grows  in  value  by  10%,  the 
equity  is  now  worth  20%.  A  double  to  in- 
vestors who  got  in  early. 

Here  are  some  back-end  equities  that  look 
good  to  me  right  now: 

Anacomp  (ANCO,  Nasdaq),  the  world's 
largest  seller  of  microfilm  and  other  data-stor- 
age products,  was  reorganized  in  June  1996. 
It  reduced  debt  by  $171  million;  holders  of 
the  company's  $225  million  of  debt  received 
$160  million  of  new  bonds  and  92.5%  of 
reorganized  equity.  The  stock  now  trades  at  a 
low  4.3  times  Ebitda,  compared  with  a  multi- 
ple of  6  for  others  in  its  industry.  As  Wall 
Street  analysts  begin  to  follow  the  company, 
its  stock  could  easily  trade  at  22,  up  from  a 
recent  12. 

Federated  Department  Stores  (fd,  nyse), 
one  of  the  nation's  leading  department  store 
chains,  is  another  pick.  It  has  two  series  of 
warrants — called  C  and  D — granted  to  hold- 
ers of  securities  issued  to  former  Macy's 
bondholders  in  the  company's  1992  reorgani- 
zation. The  warrants  expire  in  1999  and 
2001  and  are  currently  trading  at  around  12. 
The  company  has  made  good  acquisitions, 
such  as  the  Broadway  and  Macy's,  and  should 
generate  operating  margins  of  12%  by  1999, 
up  from  7.6%  today.  Applying  the  industry 
multiple  of  7.5  times  Ebitda  to  Federated's 
expected  Ebitda  values  the  warrants  at 
approximately  40  by  1999.  That's  better 
than  a  triple. 

Not  all  back-end  equities  are  good  bets. 
Avoid  companies  whose  bonds  are  trading  at 
steep  discounts.  If  the  bonds  aren't  worth  par, 
what  is  the  stock  worth.'  Possibly  not  much. 
One  example  is  Stratosphere  Corp.,  a  gaming 
and  hotel  concern,  whose  common  stock 
trades  around  $1  a  share.  That  may  sound 
cheap,  but  the  stock  price  gives  an  enterprise 
value  of  $360  million  to  the  company.  Yet  the 
valuation  implied  by  the  company's  mortgage 
debt  is  only  $200  million.  Stratosphere's  value 
is  enough  to  cover  its  bonds,  but  not  its  stock. 
Stay  away.  H 


Forbes  ■  May  5,  1997 


197 


Talking  back 
to  the  ethicists 


What  qualifies  these  professional  moralists 
to  tell  us  how  we  should  behave?  Not  much. 


By  Dan  Seligman 

Am  I  THE  ONLY  CHAP  around  here 
who  has  had  it  up  to  the  keister  with 
professional  ethicists?  Or,  more  pre- 
cisely, with  the  characters  labeled 
ethicists  by  the  media?  A  huge 
amount  of  journalism  is 
being  practiced  on  the 
assumption  that  these 
people  are  an  invaluable 
national  resource.  Tapping 
into  the  Nexis  database,  I 
observed  that  it  contains 
9,830  articles  invoking  that 
term,  invariably  with 
respect  and  deference.  The 
cloning  of  Dolly  in  Scot- 
land had  journalists  chasing 
after  ethicists  in  a  kind  of 
"buying  panic,"  but  long 
before  then  you  could 
notice  an  increasing  drip- 
drip-drip  of  news  stories 
solemnly  proffering  their 
high-minded  opinions. 
There  is  a  story  involving 
some  question  about  justice 
or  moralit)'  or  "right  behav- 
ior," and  the  reporter  feels 
he  must  find  a  credentialed 
expert  to  opine  about  it. 
My  problem  is  that  I 
cannot  figure  out  what 
makes  them  experts. 

In  some  cases,  to  be  sure, 
nobody  is  pretending  to 
have  advanced  ethical  in- 
sights. This  would  certainly  be  the 
case  with  many  ethicists  based  in  cor- 
porations and  other  large  institutions. 
Their  assignment  is  essentially  just 
"consciousness-raising.,"  as  the 
women's  movement  used  to  call  it.  It 
is  to  preach  the  obvious:  to  tell  the 
troops  they  must  not  lie  or  cheat  or 


fake  data  or  break  the  law  or  steal 
from  the  organization. 

Corporations  have  good  business 
reasons  to  install  ethics  programs,  and 
not  only  because  they  may  cut  down 


on  stealing.  If  perchance  the  corpo- 
ration is  convicted  of  some  offense, 
the  federal  sentencing  guidelines 
instruct  judges  to  deem  ethics  pro- 
gram.s  evidence  that  senior  manage- 
ment tried  to  prevent  the  evil  deed,  a 
mitigating  factor  warranting  lesser 
sentences. 


The  Ethics  Resource  Center  in 
Washington,  D.C.,  a  hotbed  of 
American  ethicism,  mentions  this 
detail  in  a  recent  publication  and  also 
reports  that  virtually  all  large  corpo- 
rations today  have  some,  sort  of  orga- 
nized ethics  program.  Perhaps  half  of 
them  have  an  ethics  office  or  a  kind 
of  ombudsman  whom  employees  can 
go  to  with  their  concerns.  Some,  in- 
cluding Lockheed  Martin,  have  ethics 
board  games  their  employees  can  play 
for  fun  (allegedly)  and  guidance. 

But  most  of  the  ethicists  you  read 
about  are  clearly  doing  more  than 
stating  the  obvious.  They  purport  to 
be  addressing  complex  moral  dilem- 
mas. Should  Seagram  advertise  liquor 
on  television?  Should  young  folks 
getting  married  exchange  genetic 
information  on  the  risks  of  their  kids 
getting  various  diseases? 
Should  journalists  disclose 
speaking  fees?  Is  it  ethical  for 
a  salesperson  to  sell  some- 
body an  $8,000  copier  when 
all  he  needs  is  the  $4,200 
version?  (Yes,  that  question 
got  raised  seriously  in  a 
recent  USA  Today  article, 
and  the  reporter's  authority 
figure  solemnly  avowed  that 
it  would  be  unethical.) 

Anyone  paying  attention 
will  ultimately  notice  that  the 
ethicists  frequently  disagree 
among  themselves,  yet  the 
ethical  superiority  of  their 
guidance  seems  never  to  get 
questioned. 

Take  another  issue  that 
was  agitating  ethicists  a  few 
years  back:  Should  convicted 
felons  needing  organ  trans- 
plants have  the  same  right  to 
receive  them  as  other  folks? 
As  framed  by  the  New  York 
Times,   the   question  was 
whether  a  nation  in  which 
many    employed  people 
•  cannot  get  donor  organs 
could  reasonably  "ask  the 
Bureau  of  Prisons  to  provide  them 
for  prisoners." 

The  answer  served  up  by  Arthur 
Caplan,  possibly  the  most  widely 
quoted  ethicist  in  America:  It  would 
be  unethical  to  deny  organs  to  pris- 
oners. Caplan,  who  has  written  about 
20  books  and  maybe  500  journal 
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articles  and  now  heads  the  Universi- 
t>'  of  Pennsylvania's  Center  for  Bio- 
ethics,  stated  fearlessly:  "For  me,  it's 
open-and-shut.  It's  absolutely  wrong 
to  make  judgments  about  past  behav- 
ior, criminal  conduct,  moral  worth, 
indictments,  charges  or  convictions." 

Before  calling  Caplan  about  this 
verdict,  I  took  a  look  at  Penn's 
bioethics  Web  page,  which  explains 
what  budding  ethicists  can  expect  to 
learn  at  the  center,  and  found  myself 
hovering  over  this  ghastly  sentence: 
"Core  faculty  includes  geneticists, 
lawyers,  physicians,  philosophers, 
social  scientists,  and  nurses  who  have 
dedicated  their  careers  to  the  practi- 
cal and  theoretical  exploration  of  the 
relationship  between  empirical  study 
and  theoretical  analysis." 

Caplan  himself  was,  luckily,  more 
coherent.  He  said  ethicists'  expertise 
should  reflect  four  kinds  of  knowl- 
edge: (1)  the  mores  and  professional 
codes  of  the  field  they  were  pro- 
nouncing on;  (2)  what  ordinary 
people  feel  about  the  issue,  as  evi- 
denced in,  say,  survey  data;  (3)  what 
religious  traditions  have  to  say;  and 
(4)  what  philosophers  have  to  say. 


I  told  Caplan  it  seemed  hard  to 
believe  that  any  such  training  would 
lead  to  a  particular  conclusion  in  the 
prisoners'  case- — or  any  other  com- 
plex matter.  His  crisp  answer:  "That's 
absolutely  true!"  Why,  then,  serve  up 
judgments  for  policymakers  to 
follow.^  Less  crisp  response:  "I  feel 
that  ethicists  have  an  obligation  to 
strive  to  give  practical  answers." 

But  if  the  ethicist's  answer  does 
not  follow  from  any  special  training, 
shouldn't  you  at  least  wonder 
whether  the  ethicist  is  using  his  plat- 
form to  advance  his  own  per- 
sonal/political agenda?  My  own  crisp 
answer — fortified  by  recent  conversa- 
tions with  several  professional 
philosophers — is  that  you  can  assume 
exacdy  that. 

Here  the  prime  examples  come 
from  the  ranks  of  ethicists  promoting 
the  "stakeholder"  model  of  corporate 
governance  and  the  claims  of  corpo- 
rate social  responsibility.  The  stake- 
holder model  clearly  represents  a 
challenge  to  the  property  rights  of 
traditional  shareholders,  and  the 
social  responsibility  movement  is 
insistendy  hostile  to  any  emphasis  on 


bottom-line  performance.  Arguably 
the  most  conspicuous  ethicist  operat- 
ing on  these  fi-onts  is  business  profes- 
sor Kirk  Hanson  of  Stanford,  who 
has  run  an  ethics  research  group 
called  the  Business  Enterprise  Trust 
and  is  on  record  as  being  appalled  by 
"blatant  profit  maximization." 

In  the  course  of  looking  into  these 
issues,  I  decided  to  get  some  input 
from  professional  philosophers  and 
ran  some  questions  past  them  on 
ProfNet.  This  is  a  unique  and  mar- 
velous resource  for  journalists.  It 
enables  you  to  send  E-mail  queries  to 
public  relations  people  at  820  univer- 
sities and  research  institutions,  who 
then  get  responses  from  whichever 
academic  stars  are  available.  The  phi- 
losophy professors  I  got — all  of 
whom  have  lectured  for  many  years 
on  ethics — were  generally  down  on 
media  ethicists.  Two  fast  examples: 

Carl  Cohen,  University  of  Michi- 
gan: "The  appellation  'ethicist'  is  one 
I  respectfiilly  decline.  There  is  a  lot  of 
pretentious  talk-talk  in  this  sphere." 

Edwin  Delattre  of  Boston  Univer- 
sity: "A  lot  of  it  is  plain  and  simple 
charlatanry."  H 


Dogbert  on  ethics 

Having  been  exposed  to 
its  programs  via  text  and 
videotape,  I  am  willing  to 
stipulate  that  Lockheed 
Martin  takes  "ethics 
awareness"  very  seriously. 
This  does  not  mean,  how- 
ever, that  I  had  a  great 
time  playing  "The  Ethics 
Challenge,"  the  compa- 
ny's fancy  new  board 
game  (created  with  the 
help  of  the  Ethics 
Resource  Center).  I 
found  myself  all  too  often 
siding  with  Dogbert,  the 
bad  guy. 

This  is  not  supposed  to 
happen.  The  board  game 
is  one  in  which  you 
advance  on  the  basis  of 
points  you  garner  for  your 
answers  to  50  questions 
about  workplace  ethics. 


Each  question  has  four 
possible  answers,  worth 
zero  to  five  points. 

The  game  features  Scott 
Adams'  increasingly 
inescapable  Dilbert  char- 
acters, and  Dogbert's  role 
is  to  take  the  antiethics 
position  on  every  ques- 
tion. I  have  no  notion 
how  Lockheed  Martin 
folk  reacted  to  Dogbert, 
but  I  personally  sense  that 
Dogbert's  wisenheimer 
answers  occasionally  made 
as  much  sense  as  some 
that  entitled  you  to  move 
a  few  squares. 

Take  question  No.  42. 
A  male  supervisor  keeps 
addressing  his  female  staff 
members  as  "Sweetie." 
There  has  been  no  com- 
plaint. As  the  supervisor's 
manager,  what  do  you  do? 
You  get  three  points  for 
ordering  the  guy  to  "call 


an  all-hands  meeting  to 
discuss  the  company's 
policy  on  sexual  harass- 
ment." I  confess  to  having 
rated  Dogbert's  answer, 
which  was  to  suggest 
that  the  supervisor  try 
"Snookums,"  less  destruc- 
tive of  workplace  morale. 

In  question  No.  16  we 
confront  a  fellow  employ- 
ee who  sends  an  E-mail 
note  about  legitimate 
business,  but  appends  a 
query  about  your  possible 
attendance  at  a  sale  of  vit- 
amins he  is  running  at  his 
home.  Here  a  solid  five  is 
awarded  for  answering 
that  you  should  rush  to 
the  employee's  supervisor 
and  snitch  on  him  for 
improper  use  of  "company 
assets,"  i.e.,  the  in-house 
E-mail  system.  Again, 
Dogbert's  proposed  solu- 
tion ("Ask  him  why  he 


looks  the  way  he  does  if 
he's  taking  vitamins") 
seems  less  harmfijl. 
Possibly  even  more 
ethical. 

There  is,  in  fact,  a  lot  of 
snitching  being  promoted 
in  "The  Ethics  Chal- 
lenge." Also  lots  of  rec- 
ommending of  clearly 
imprudent  behavior  (e.g., 
letting  your  supervisor 
know  he  has  done  wrong 
in  taking  credit  for  work 
performed  by  one  of  your 
colleagues).  The  rules 
encourage  much  running 
to  the  Ethics  Officer  for 
guidance  on  relatively 
minor  matters  that  a 
grown  person  ought 
to  be  able  to  deal  with 
autonomously. 

On  the  plus  side,  there 
are  some  laughs  from 
Dogbert. 
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Tribalweaif 


Traditionalists,  take  heart:  The  suit  and 
necktie  seem  to  be  making  comebacks. 


By  William  G.  Flanagan  with  Diana  Merelman 


'"Casual  Friday'  has  made  America 
the  worst-dressed  country  in  the 
world,"  complains  Leon  Hall, 
spokesman  for  the  Fashion  Associa- 
tion. Traditionalists  will  nod  assent 
but  can  take  some  comfort:  A  modest 
return  to  the  suit  and  tie  is  under  way. 

"We're  now  in  a  very  dressy 
period,  a  backlash  against  casual," 
says  Peter  Rizzo,  executive  vice  pres- 
ident of  men's  and  women's  mer- 
chandising at  Barneys.  Sales  of  men's 
clothing  rose  7%,  to  $49.3  biUion  in 
1996,  outpacing  the  rate  of  gain  in 
total  apparel.  Much  of  the  gain  came 
in  noncasual  lines. 

In  1996  sales  of  suits  rose  1%,  to 
$2.9  billion,  after  having  dropped 
12.5%  the  year  before.  Sales  of  sports 
coats  and  blazers  rose  2.5%,  versus  a 
1.1%  increase  in  1995.  Dress  slacks 
were  up  8.7%,  versus  a  drop  of  7.7% 
a  year  earlier.  Dress  shirts  reversed  a 
trend,  too,  rising  4.3%,  against  a  dip 
of  4.1%  in  1995. 

To  be  sure,  die  gains  merely  recov- 
er some  of  the  ground  lost  in  1995, 
but  the  trend  shows  signs  of  lasting. 
Says  Alan  Flusser,  designer:  "Men  are 


more  inclined  to  try  new  things,  but 
only  as  they  rethink  the  idea  of  classi- 
cal elegance  and  tailoring." 

For  more  on  this  we  dropped  in  on 
John  Weitz,  one  of  20  members  in 
the  Hall  of  Fame  of  the  Internation- 
al Poll  of  Best-Dressed  Men.  We 
wondered:  Is  the  traditional  suit 
making  a  comeback? 

The  longtime  men's  fashion 
designer  and  current  author  has 
designed  everything  from  automo- 
biles to  cigars.  He  isn't  surprised  that 
suits  and  ties  are  making  a  comeback. 
"Dress  is  a  form  of  tribalism,"  he 
informed  us,  taking  a  break  from 
copyediting  the  proofs  of  his  next 
book.  Hitler's  Banker  (Little, 
Brown),  due  out  in  October.  "People 
wear  what  their  tribe  wears.  Execu- 
tives, blue-collar  workers,  undertak- 
ers, accountants.  They  want  to  feel 
tribally  appropriate,"  says  Weitz. 

"Distinguishing  yourself  within 
your  tribe  is  a  matter  of  style,  not 
fashion,"  he  adds.  "It's  how  you  con- 
sistently present  yourself.  A  banker  in 
New  York  wears  a  dark  suit.  One  in  a 
small  town  might  wear  a  blazer  or  a 


Dress  to  repress 
Adolf  Hitler 
(shown  here 
in  1943  with 
Eva  Braun  in 
Berchtesgaden) 
designed  this 
gray  jacket  and 
vowed  to  abandon 
it  only  when  he 
won  the  war. 
He  wore  it  when 
he  and  Braun 
committed  sui- 
cide in  the  Berlin 
bunker. 


John  Weitz:  thinker,  tailor,  soldier,  spy 
"People  wear  what  their  tribe  wears. 


sports  jacket." 

Examples  of  men  with  style?  The 
British-educated  Weitz  (he  was  born 
in  Germany,  but  his  family  escaped 
Hitler  in  the  1930s  for  England  and 
later  the  U.S.)  trundles  out  familiar 
names  from  the  past:  the  Duke  of 
Windsor,  Fred  Astaire,  Dean  Ache- 
son,  Gary  Grant.  Gontemporaries 
include  Prince  Gharles,  former  U.S. 
Secretary  of  State  Warren  Ghristo- 
pher  and  actor  Kevin  Gostner. 

"Hitler  used  style,"  adds  Weitz, 
who  operated  behind  enemy  lines 
while  working  for  the  OSS  during 
World  War  11. 

"[Hitler]  designed  a  gray  jacket, 
with  an  eagle  and  swastika  on  the  left 
sleeve.-  He  started  wearing  it  when 
the  war  began  and  vowed  to  stop 
wearing  it  only  when  the  war  was 
won.  He  died  in  it." 

Weitz  was  wearing  a  conventional- 
1\'  cut,  gray  patterned  suit  with  a  soft 
blue  shirt  and  a  patterned  tie  with 
contrasting  solid  pocket  square.  And 
suede  shoes. 

"The  Duke  of  Windsor  wore  blue 
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stylish  choices 

"Distinguishing  yourself  is 
a  matter  of  style,  not 
fashion,"  says  John  Weitz, 
who  thinks  Kevin  Costner 
and  Prince  Charles  have  it. 


suits  with  brown  suede  shoes  often," 
he  said,  taking  a  disapproving  loolc  at 
the  horsey  buckles  on  my  faux -Gucci 
sHp-ons.  "Do  you  know  what  size 
horse  would  wear  bits  like  that?"  he 
asked  sarcastically. 

"Since  1960  we've  been  having 
this  enormous  costume  party,  and 
now  with  'Casual  Friday'  we  see  a 
return  to  the  clothes  of  the  working 


class,"  he  says  glumly.  "It's  supposed 
to  be  in  the  name  of  comfort. 

"I  had  brealcfast  the  other  day  with 
a  young  man  in  an  expensive  hotel 
restaurant,  and  he  had  his  jacket  off. 
He  said  he  wanted  to  be  more  com- 
fortable. So  I  took  my  jacket  off,  then 
loosened  my  tie  and  started  unbut- 
toning my  shirt.  He  was  horrified.  '1 
just  want  to  be  more  comfortable,'  1 


said  to  him.  The  point  is:  You  should 
dress  out  of  respect  for  yourself  and 
others." 

Note  this,  says  Weitz:  "As  long  as 
the  chief  executive  officer  makes  bil- 
lions he  can  dress  very  casually,  but 
the  minute  things  go 
wrong  the  clothing  gets 
more  somber."  If  Weitz  is 
right,  suit  sales  will  take  off 
in  the  next  downturn. 

Forbes    spoke    to  a 
number  of  other  designers, 
retailers  and  fashion  con- 
sultants, most  of  whom 
agree  with  Weitz  that  the 
classic,  traditional  form  of 
dress  is  coming  back. 
What  about  the  casual 
^     West  Coast,  which  march- 
,j    es  to  its  own  drummer? 
J    Movie  and  record  compa- 
M    ny  executives  keep  several 
wardrobes — from  casual 
J^^m    and  funky  to  traditional 
"^^^l    and  conservative.  Accord- 
■jH    ing  to  Holly  Adam,  associ- 
i^^l    ate   fashion   director  at 
Bloomingdale's,  there  are 
still  plenty  of  suit  customers  in  south- 
ern California,  but  black  leather  jack- 
ets oft:en  replace  sports  coats. 

But  as  casual  as  California  is, 
"When  it's  time  to  make  that  big 
deal,  they  put  on  their  Armani  suits," 
says  Leon  Hall.  Even  Bill  Gates 
changes  out  of  his  jeans  and  dons  a 
suit  and  tie  when  outside  his  native 
turf  H 


Suit  yourself 

Current  executive  uni- 
form of  the  day?  Some 
tips  from  the  pros: 

•Suits.  Chalkstripes. 
Brown  is  okay  again; 
flashback  to  Ronald 
Reagan.  Otherwise  not 
much  new  in  styles. 

•Shirts.  Color  is  big: 
yellow,  French  blue,  lilac, 
melon,  orange,  lavender. 
Adding  a  colored  shirt  to 
a  suit  is  a  way  "to  reinvent 
a  classic  look,"  says  the 


Fashion  Association's 
Leon  Hall.  "The  intro- 
duction of  French  or 
'delfi;'  blue  shirts  over  the 
past  couple  of  years  has 
changed  the  dress  shirt.  It 
has  led  to  more  pastels 
and  off- whites  (ivories  and 
ecru),  even  to  black.  "A 
dress  shirt  with  a  tie  of  the 
same  color  can  be  a  strik- 
ing combination,"  adds 
Holly  Adam,  associate 
fashion  director  at  Bloom- 
ingdale's. (According  to 
Brooks  Brothers,  lavender 
shirts  and  lime  ties  have 
been  popular  lately.) 


•Ties.  Bold  motifs  are 
out,  subtle  is  in — woven 
ties  with  neater  patterns, 
smaller  print,  even  solid 
colors.  "You'll  see  fewer 
mad  print  ties  that  make 
you  look  gift  wrapped," 
says  designer  Alan  Flusser. 

•Shoes.  A  sensitive 
area.  Forbes  ran  a  cover 
of  a  chief  executive  officer 
wearing  slip-ons  with  his 
business  suit,  and  the  mail 
poured  in.  "Wing  tips!" 
they  cried.  Relax.  The 
consensus  is  that  slip-ons 
and  even  suede  shoes  are 
acceptable  with  business 


attire.  Hey,  John  Weitz 
wears  them. 

•Accessories.  The 
pocket  square  is  back,  in 
solid  colors.  And  whimsi- 
cal cuff  links  to  go  with 
those  French  cuffs:  cigars, 
martini  glasses  and  any- 
thing gambling  related. 
Watches  are  more  sporty, 
especially  among  younger 
men:  metal  bands.  Swatch- 
es, jogging  watches.  Some 
technical  types  are  wearing 
Casio  watches  (the  geeky 
kind  with  calculators, 
stopwatches,  that  sort  of 
thing).  m 
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Classified 


EOUCAIIONAL  SERVICES 


Receive  Value  Line 
for  only  $^$55 

An  Introductory  subscription  lo  The  Value  Line  Investment  Survey 

brings  you  the  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1700  stocks  and  the  practical  guide  How  to  Invest  in  Common 
Stocks  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
i$?f5r$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95)-  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  Interest, 
contributed  by  32  industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  [Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  Tn  Mnk^  The  Stock  Market 
Work  For  You.  Free  wlUi  your  trial  subscription.  Your  subscription  may  be  tax- 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

Dept.  216A05  Amer^an  Express.  MasteiCaid  or  Visa  24  houis  a  day,  7  days 
you  are  nol  complele^  satisfied  return  all  materials  in  good  condition  within  30 
the  start  of  your  trial  subscripton  (oi  a  lull  refund  of  your  lee.  Allow  4  weeks 
for  delivery  NV  resKlents  add  sales  lax  Foreign  rates  upon  request. 

The  Value  Line  Investment  Survey*^ 

^    ^   PO  Box  3988  New  York. 
^--^NY  10008-3988_ 
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EXECUTIVE 


CONSULTING 

/  Substantial  Income 
/  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 
✓  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-650-0330 
Mon-Fri,  9am  -  5:30  pm,  CST 


Confidential  Banking 


for  your  Wealth  Management  we  offer 
•Protection  from  Lawsuits 
•Brokerage  Services 
•Reijuce  Income  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


INTERNET  ADVTIRTISING 
$$**EXPLOSION**$$ 

C.\SH  IN  BIG  TIME  ON  THE  INTERNET  WITH 
S  d  nel  INCREDIBLE  BUSINESS  OPPORTUNITY! 

For  information  call  us  at: 

Telephone  (8e4)  282-2.S54  Fax  on  Demand 
(201 )  335-9741  request  doc#207 

LET  THE  POWER  OF  THE  INTERNET  WORK  FOR 
YOU  -WEB  PAGES  'DIRECT  E-MAIL  -CLASSIFIED 
'I-MALL  CALL  L  S  FIRST! 


OFFSHORE 


TAKB  YOUK  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahanus,  BVl,  Cayman 

Tnisrs.  Bank  &  Secuntici  Acco.  'mk  ^ 

Credit  Cards  *875 
Viia/VIOAmcx  "^P/ci 

(800)  551-9105 

hctf.  j/www-ikysutf ,  com/uci 


S  OVER  ONE  BILLION  S 


WORTH  OF  BUSINESSES  FOR  SALE  BY  OWNERS 
Major  Manjlacturini  to  Small  Retail  SktM 

So  Brokerage  fees 
To  Buy  01  Sill 
1-800-999-SALE 
GREAT  WESTERN  tutiNESt  services,  im 


NATIONWIDE 


Hospital 
Robberies 

Our  proprietary  system  of  reviewing 
hospital  bills  for  overcharges  has  created 
a  highly  lucrative  niche  business  for  the 
past  1 1  years.  With  studies  revealing  that 
97%  of  all  hospital  bills  contain  mistakes, 
patients  and  their  insurers  gladly  pay  us 
fifty  cents  of  every  dollar  we  recover  in 
refunds.  This  business  works  with  all 
kinds  of  insurance.  We're  now  training 
entrepreneurs  in  other  cities  to  dupUcate 
our  success  Very  substantial  income  po- 
tential. Home-based  okay  -  part  or  full- 
time  SIO.CKX)  investment  required.  Call 
for  more  information  including  free 
Uterature  &  video  tape:  (800)700-7089. 


BUSINESS  OPPORIUNIIIES 


INCORPORATE  IN  DELAWARE 


Specialists  in  setting  up  Dekrmre  Coiponilions.  Gened,  tifooft. 
Boot  &  Shell  Caporations.  (a  Of  wnt«  fw  out  WH  lOT 

ifiMlf  urria  fart 
>uL  naiotMt  rwt». 

351  ISilveisideRd./IOHB' Wilmington,  DE  US*  19810 
302-477-9800  •  800-32K01if  •  F*X  302-477-981 1 
E-m1:  corp@delfeg.coni  •  littrMt:  littp://deifeg.com 


FOR  SALE  BY  OWNER 

:;oNvtNitrjcE  stores  •  bestaufiants  -  mo 

■JURSERIES  ■  NURSING  HOMES  •  PERSONAL  SERV 
AUTO  SEHV  'MfG  "WHSLE   DISTB  •  f LOBISTS  ■ 
MISC    RETAIL  •  TRANSPORTATION 
FROM  I50M'  SOME  WITH  TERMS  • 
NO  FEES  TO  BUYERS 

WORLDWIDE 

^1-800-240-7355 


— 


$350,000++  Potential 
Annually  FROM  HOME 

$350K  and  mort  possible  annually  from  one-ume 
Stan  up  of  less  than  SIOK.  $75K  potential  I  si  few 
months.  One  year  old.  global  company, 
break-through  product  and  profit  structure.  Work 
from  \\here\er  >ou  ha\e  phone.  la.\.  No  imentory 
or  selling  e\penence  required.  No  meeungs.  not 
NILM.  Call  now— 1-800-432-0018  xTTlb  for  24 
hour  2  minute  message. 


University  Dearees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Efnphasis  in  Business  Admin,  Public  Admin 

Health  Care  Admin.  Human  Resources 
Finance,  International  Business.  Tech  Mgmi, 
Law,  Paralegal,  Psychology  Call  tor  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840  E  17  SI- F,  Santa  Ana,  CA  92705 
http://www.scups.edu 
Email:  enroll(§>scups.edu 


MBA  BYDlSTAMCi  l£ABNm\ 

Maior  British  university  otters  accredited  MBA  no 
Bachelor's  or  GMAT  needed  Chosen  Dy  Economist 
lntelligerx»  Unit  as  one  of  world's  best  MBA  programs 

HERIOT-WAH  UNIVERSITY  ,  (800)  MBA-0707 
North  American  DistnDulor      «•  Ask  tor  exi  5 
6921  Stockton  Aue  Suite  C  El  Cerrito.  CA  94530 
For  immwllate  FaxBack  Itterature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


[oucAiioNM  services: 


COLLEGE  DEGREE 

BACHB.0R'S  •  master's  -  DOCTORATE 

for  Work  Lite  and  Acaderryic  Experience 

Earn  your  cdegree  through 
convenient  home  study 

(800)  423-3244  ex.  185 
Fax:  (310)471-MS6 

send  detailed  resune  for  fnt  tvianTXiN 

Pacific  Western  University 

1210  Auahi  Street.  Dept.185.  Honolulu.  HI  96614-4322 
http://www.pwu-hi,edu 


Earn  Your  Degree  Now! 

BS,  MA,  MBA,  Ph.D. 

I  Send  resume  for  no-cost  evaluation  or  call 
(800)  240-6757 

6400  Uptown  Blvd  NE 
y-  Suite  398-W 
Dept  29 

iQuerque  New  Mexico  87";  1 0  U  3A 
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CAPITALIST  TOOL« 


•REACH  THE  AFFLUENT* 


Based  on  the  Alexander 
chnlque,  PosturEvolution  is  not 
simply  .1  seating  device,  it's 

long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
^o  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


IW  KSTMENT  GEMSTONES 
,1  ARANTEED  MQUIDITY!! 

^^'t'  buy  &  sell  Diamonds 
and  all  Precious  Gemstones. 
Kree  w  holesale  catalog  since  1967! 
.Member:  Jewelers  Board  of 
Trade  &  Cliamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville,  42345 
•H01)-844-J100  or  FAX  502-338-960.<; 


Send  for  a 

FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 

Write  to: 

Free  Business  Catalog 
U  S  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 
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ART  ANTIQUES 


Order  of 

LENIN 

Highest  Soviet  Award 
Solid  Gold  and  Platinum 

Guaranteed  Rare  and  AuUientic 

W8-777^MINT 


BOOMIHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subiecis  consiaered: 
Fiction.  Biography,  Poetry.  Religion.  Chiidrens 

AUTHORS  WORLDWIDE  INVITED 

wnte  or  send  your  manuscript  to. 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD.  LONDON  SWT  3DQ.  ENGLAND 


SWISS  ALPS 


The  "Hikers  Paradise  "  Moderate 
optional  length  DAY  hiking  on  skyline 
trails.  Basing  1  week  at  12  charming 
3-4  star  mountain  inns.  Our  20th  year. 
Free  color  brochure.  (330)  867-3771. 
ALPINE  ADVENTURE  TRAILS  TOURS,  INC. 

783  Cliffside  Dr.  218,  AKRON  OH  44313 


your  business! 

For  the  expert  help  you  need  call: 
1-800-FRANCHISE 
(1-800-372-6244) 

FrancofP' 

specialists  In  Franchise  Development 


CIGAR  SALES 

Enjoy  the  Finest  Premium 
Cigars  Brands  from 
Dominican  Republic. 
Shipped  in  24-hrs. 
Visa  or  MasterCard  Accepted. 
Call:  1-800-735-8090 
Fax:  1-888-281-4544 
NO  RETAILERS  PLEASE 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-indusive  fractional  oumership  of 
Learjet"'  and  ChaUenger"^  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


BUSINESS 

JetSohitions 

The  ExBcimvE  Aviation  Afhuate  op 

AmericanAirlines' 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  $  2500 
CALL  FOR  CATALOG 

l-SOO-999-DALi 

or  (310)  798-1360 


SILVERSTATE  FINE  ART 


EXECUMGIFIS 


[ship  &  YachtI 
\reproductions  \ 

\    Built  By 'Master  Cralhmen  \ 


Limited  Edition  &  Custom  Yachts 

SEACRAFT  " 


7850  E.  Ems  M.  mi  Scotlsilale  AZ  85260 
F3X 1602)  998-2314 
.4Call  (800)  356-1987  For  Our  Catalog  > 


IUc6»ni  Patty  Drlvlnf  lxp«rl«nc* 

IS  available  year  round  at  Atlanta.  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience; 

CALL  OR  FAX  LINDA  LOREN  (21 2)  260-0620  or  FAX  (21 2)  260-81 83 

e-mail:  lloren@forbes.com 


IF  YOU  CAN7  RPIM  H£R£... 
YOU  KtlAA 


Vacation  in  your  own  private 
paradise.  As  tropical,  as 
quaint,  as  secluded  as  any 
undiscovered  island. 
Laucala,  a  Forbes  Magazine 
South  Pacific  Property  -  the 
perfect  island  resort. 


Laucala  is  for  people  who  want  the  ultimate  vacation 
experience  -  the  finest  amenities  without  the  formalities. 
Go  deep  sea  fishing  on  board  the  island's  private  fishing 
boat.  If  you  wish,  our  chef  will  prepare  your  catch  for 
your  dining  pleasure.  Dive  in  azure  waters,  world 
renowned  for  the  beauty  and  abundance  of  their 
tropical  fish  and  marvel  at  their  coral  reefs.  Fish. 
Windsurf.  Sail.  Play  tennis.  There  are  no  sched- 
ules, none  of  life's  pressures. 

All  this  for  just  $2,495  U.S.  pp  for  8  days  and  7 
nights  (plus  Fiji  tax).  And  that  includes 
EVERYTHING.  ALL  meals.  ALL  drinks. 


UNLIMITED  use  of  ALL  recreational 
facilities,  whenever  and  as  often  as 
you  wish  at  NO  EXTRA  COST. 

Though  it's  far  from  the  stresses  of 
everv'day  life,  Laucala  is  easily 
accessible.  Our  island  has  its  own 
private  runway  and  scheduled 
commercial  flights. 

Find  out  more  about  this  paradise 
owtied  and  operated  by  Forbes 
Magazine. 

To  receive  our  brochure  including 
information  on  our  Island 
lixclusive  call: 

1 -80O-FORBES-5 
Or  write  to: 
Errol  Ryiand,  Manager 
Box  149 
Fort  Garland,  CO  8 1  1 33 


EDITED  BY  DERO  A.  SAUNDERS 


Huge  alfalfa  haul  highlights  rapid  U.S.  farm  mechanization  in  the  late  1920s. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  XHt  issue  of  May  1, 1927) 
"Applaud  Chicago!  That  city  has 
launched  plans  to  establish  a  museum 
to  exhibit,  not  Egyptian  mummies  or 
other  interesting  relics  of  the  distant 
past,  but  the  products  of  modern 
industry — 'automobiles,  locomotives, 
ships,  submarines,  airships,  machinery 
and  the  like.'  Through  the  generosity 
of  exemplary  citizen  Julius  Rosenwald, 
$3  million  is  already  available." 

"The  storm  aroused  by  Ford's  cut- 
throat competition  against  retail  gro- 
cers, butchers,  etc.,  became  so  fierce 
that  he  decided  to  back  down.  The 
indignation,  at  first  confined  to  the 
Detroit  district,  was  spreading  to  mer- 
chants in  other  parts  of  the  country, 
and  a  widespread  boycott  of  Ford  cars 
and  trucks  was  threatened." 

60  years  ago 

(From  the  issue  of  May  1,  1937) 
"Unions  roll  up  their  sleeves  for  new 
membership  drive  as  aftermath  of 
U.S.  Supreme  Court's  decision 
upholding  Wagner  Act  and  extending 
federal  regulatory  powers  deep  into 
manufacturing  by  ruling  that  produc- 
tion of  steel,  trailers,  clothing,  are 
phases  of  interstate  commerce." 

"For  passengers  on  some  crack  new 
trains,  Pullman  has  worked  out  an 
entirely  new  single-room  'Roomette' 
that  takes  up  no  more  space  than  a  stan- 
dard section;  but  reciesign  and  the  use 
of  a  folding  bed  instead  of  bertli  seats 
provide  more  room  for  daytime  use." 

50  years  ago 

(From  the  issue  of  May  1,  1947) 
"If  the  best-advertised  recession  in 
history  comes  true  this  year,  the 
nation  will  also  have  its  softest  cush- 
ion    to     minimize     the  shock. 


Government  income  payments  to 
individuals  have  been  running  at  an 
all-time  record  annual  rate  of  $177 
biUion  (versus  '39's  $70.8  billion)." 


Aviator  Glenn  L.  Martin  caught  the 
flying  bug  from  the  Wright  brothers. 


"The  only  pioneer  American  flyer 
who  is  still  a  major  figure  in  the  air- 
plane business,  as  head  of  one  of  the 
nation's  oldest,  most  successfiil  air- 
craft companies,  Glenn  L.  Martin  is 
aviation's  stoutest  advocate.  He  has 
spent  the  great  majority  of  his  61 
years  building  bigger  and  better 
planes — anci  in  making  good  a  host  of 
theories  and  predictions  earlier 
regarded  as  fantastic." 

25  years  ago 

(From  the  issue  of  May  1,  1972) 
"Plans  to  form  a  giant  West  German 
auto  combine  by  merging 
Volkswagen,  Daimler-Benz  and  BMW 
have  so  far  faltered  before  the  unwill- 
ingness of  Daimler-Benz's  Friedrich 
Flick  and  BMW  boss  Herbert  Quandt 
to  be  overshadowed  by  vw,  with  its 
40%  state  holdings." 

"An  old  apothecary  jar  sits  on 
George  Munroe's  desk.  Filled  with  a 
yellow,  crystalline  substance,  it  looks 
like  a  gag  gift:  Solidified  Smelter 


Smoke,  the  label  reads.  But  as  chief 
executive  of  Phelps  Dodge,  Munroe 
doesn't  think  it's  so  fianny.  'We'll  have 
to  run  our  smelters  as  chemical  plants 
to  take  enough  sulphur  out  of  our 
smoke  to  comply  witli  the  Arizona 
air-pollution  requirements,'  says 
Munroe.  That  would  cost  the 
nation's  second-largest  copper  pro- 
ducer $240  million." 

"If  today's  supermarkets  seem  big, 
just  wait  a  while.  Supermarket  opera- 
tors are  planning  to  make  a  jump 
from  today's  22, 000 -square -foot 
store  to  31,000-square-footers." 

10  years  ago 

(From  the  issue  of  May  4,  1987) 
"When  it  comes  to  showing  steady 
earnings  growth.  Ball  Corp.  of 
Muncie,  Ind.  ($1.1  billion,  1986  rev- 
enues) is  in  a  league  by  itself  Yet  with 
products  in  everything  from  Mason 
jars  to  satellites,  the  company  stood  to 
suffer  badly  from  last  year's  repeal  of 
the  investment  tax  credit. 

"But  was  Ball  worried.^  Nope.  On 
Dec.  28  the  company  simply  sold  off 
a  chunk  of  its  passive  investment  in 
Dorsey  Corp.  stock  for  an  aftertax 
profit  of  $2.3  million.  Combined 
with  another  divestiture,  the  sale 
allowed  Ball  to  report  a  14%  gain  in 
net  income,  continuing  a  ten-year 
record  of  14%  annual  increases." 


Ball  Corp.'s 
Richard  Ringoen 
showed  steady 
14%  earnings 
growth  for  a 
decade  with  only 
occasional  fiscal 
sleight  of  hand. 


"Against  long  odds.  Sears'  15- 
month-old  Discover  card  has  devel- 
oped into  a  winner,  certainly  the 
biggest  surprise  in  the  turbulent  but 
profitable  credit  card  market.  With 
Discover  taking  hold,  Sears  moves 
closer  to  the  elusive  but  beguiling 
goal  of  becoming  a  true  department 
store  for  financial  services."  H 
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Pointers  for  employees  who 
want  to  make  a  hit  with 
those  above  them  (they 
apply  to  all  ranks  tip  to 
vice  president):  Strive  to 
solve  your  own  problems. 
Most  executives  have  enough 
to  do  attendinfj  to  their 
own  responsibilities.  True, 
their  responsibilities 
include  untanjjlinjj  snarls. 
But  those  at  the  top  pre- 
fer subordinates  who  rarely 
come  to  them,  except  to  offer 
constructive  criticism. 
The  employee  who  exercises 
superior  diplomacy,  who 
jjets  alonjj  harmoniously 
with  others,  is  one  likely 
to  be  drawn  by  the  boss 
nearer  to  him. 

-B.C.  Forbes 


A  Text .  .  . 

I  am  not  ashamed  of 
the  gospel  of  Christ: 
for  it  is  the  power  of 
God  unto  salvation 
to  every  one  that 
beUeveth;  to  the  Jew 
first,  and  also  to 
the  Greek. 
-Romans  1:16 


Sent  in  by  Donna  Havnaer, 

Yakima,  Wasli. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


If  married  people  arc  to  be 
divorced  for  incompadbiiity 
of  temper,  I  cannot  imagine 
why  all  married  people  are 
not  divorced.  Any  man  and 
any  woman  must  have  incom- 
patible tempers;  it  is  the 
definition  of  sex.  It  is 
the  whole  point  of  being 
married.  Nay,  it  is  the  whole 
fun  even  of  being  engaged. 
-G.K.  Chesterton 

What  therefore  God  hath 
joined  together,  let  not 
man  put  asunder. 
-Matthew  19:6 

Divorce  is  probably 
of  nearly  die  same 
date  as  marriage.  I 
believe,  however,  that 
marriage  is  some  weeks 
more  ancient. 
-Voltaire 


Divorce:  A  resumption  of 
diplomatic  relations  and 
rectification  of  boundaiies. 

-Ambrose  Bierce 

I  read  about  divorce  and  I 
can't  see  why  two  people 
can't  get  along  together 
in  harmony;  and  I  see  two 
people  and  I  can't  see  how 
either  of  them  can  live 
with  the  other. 
-Franklin  P.  Adams 


The  "Thoughts"  three-volume  boxed  set  and  indi- 
vidual volumes  are  now  out  of  print.  They  will  be 
replaced  by  a  new,  deluxe  one-volume  edition,  with 
more  than  12,000  quotes,  which  will  be  ready  this 
spring.  Details  on  price  and  availability  will  follow. 

The  "Thoughts"  Screen  Saver  Collection  for  your  PC 
(Windows  3;^"  diskette),  with  more  than  2,000  quotes, 
is  now  available  for  only  $19.95,  plus  $3.00  for  shipping 
and  handling  (add  sales  tax  where  applicable).  To  order, 
please  call  our  toll-free  number,  1-800-876-6556. 


I  know  one  husband  and  wife 
who,  whatever  the  official 
reasons  given  to  the  court 
for  the  breakup  of  their 
marriage,  were  really  di- 
vorced because  the  husband 
believed  that  nobody  ought 
to  read  while  he  was  talking 
and  the  wife  that  nobody 
ought  to  talk  while  she 
was  reading. 
-Vera  Brittaix 

I  never  took  money  from 
anybody  in  my  divorces.  I'm 
psychopathically  independent. 

-Lina  Basquette 

The  possibilit^'  of  divorce 
renders  both  marriage  part- 
ners stricter  in  their  ob- 
servance of  their  duties  to 
each  other.  Divorces  help 
to  improve  morals  and  increase 
the  population. 
-Denis  Diderot 

She  always  believed  in  the 
old  adage — leave  them  while 
you're  looking  good. 

-Anita  Loos 

Many  divorces  are  not  really 
the  result  of  irreparable 
injury  but  im  olve,  instead, 
a  desire  on  the  part  of  the 
man  or  woman  to  shatter 
the  setup,  start  out  from 
scratch  alone,  and  make  life 
work  for  them  all  over  again. 
-Edw.\rd  Ho.\dl.\nd 

Alimony — the  ransom  that 
the  happy  pay  to  the  devil. 
-H.L.  Mencken 

A  lot  of  people  have  asked 
me  how  short  I  am.  Since  my 
last  divorce,  I  think  I'm 
about  $100,000  short. 
-Mickey  Rooney 
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Business  travelers  get  excited  about  flying  Continental  to  Brazil. 
Here,  for  example,  is  an  accountant  from  Cleveland. 


Our  new  daily  service  to  Sao  Paulo  and  Rio  de  Janeiro  beginning  June  30, 1997,'  could  change  your  whole  perspective  on  business 
travel.  And  business  attire,  for  that  matter  With  us,  you  can  enjoy  BusinessFirst,'  featuring  all  the  amenities  of  international 

first  class  at  a  business  class  fare.  Plus  you  can  earn  miles  in  OnePass,'  our  award-winning  frequent  tlycr  program.  And  we 
earned  our  industry's  coveted  1996  "Airline  of  the  Year"  award  from  Air  Transport  World  maga/ine.  So  fly  the  airline  that's 

as  warm  and  inviting  as  Brazil  itself  Continental.  For  reservations  call  your  travel  agent  or  Continental  at  1-800-2310856. 

Continental  p| 

More  airline for  your  monej."  ^' 


♦Subject  to  government  approval. 


www.flycontincntal.com 


©1997  Continental  Airlines,  Inc. 


The  110-Passenger  Me 

Smooth,  roomy,  quiet  and  powerful.  For  the  person  who  not  only  1" 
Winner  of  both  a  Five-Star  Rating  in  government  crash  te; 


I  [>rwer  and  passenger  front  crash  test  data  t.niy  usefid  in  comparing  vehicles  uichm  500 lbs.  Loyalty  ir^formation  based  on  1996  Polk  Companies  data  and  NewVehicle  Customer  Su 


It  doesrft  matter  if  you're  a 
CEO,  a  CIO  or  a  CFO. 

When  you  lose  access 
to  your  data,  you're 

just  plain  S.O.L. 


'vision 

SOLUTIONS  I 


A  computer  system  that's  down  can  mean  a  business  that's  belly  up.  Because  once  the 
data  stops  flowing,  so  does  the  revenue. 

In  a  recent  IBM  study,  90%  of  businesses  surveyed  suffered  some  form  of  system  failure. 
Often,  the  results  are  catastrophic.  For  example,  of  those  in  banking  whose  outages  lasted 
more  than  two  days,  one  quarter  suffered  immediate  bankruptcy  almost  half  went  bankrupt 
in  two  years,  and  virtually  all  failed  within  five  years. 

Vision  Solutions  can  prevent  this  sort  of  debilitating  system  failure  from  affecting 
your  mission-critical  applications.  We're  the  global  leader  in  Tiered  High  Systems 
Availability  for  the  IBM  AS/400.  Which  means  we  can  give  you  mainframe  availability, 
reliability  and  scalability  at  a  fraction  of  the  cost. 

For  more  details  about  the  advantages  of  Tiered  HSA,  call  us  at 
800-683-4667.  To  calculate  the  potential  devastating  impact  of  downtime 


AP,.m»,Bu;.inessPam,e,  On  your  business,  visit  the  Vision  Solutions  web  site.  www.visionsolutions.com 


Schwab  recommends 


When  Evaluating 
Investment  Advice, 
It  Pays  To  Consider 
The  Source. 


Let's  say  you're  at  a  point  when 
you're  thinking  about  seeking  the 
services  of  a  professional  money 
manager.  You  have  a  couple  of 
decisions  to  make: 

First,  what  kind  of  investment 
manager  should  you  be  looking 
for?  And  next,  what's  the  best  way 
to  go  about  finding  one? 

Objective,  unbiased, 
committed  to  your  needs 

At  Charles  Schwab,  we  have  long 
believed  the  best  financial  advice  is 
free  of  bias  and  vested  interest. 

We  also  recommend  that  you 
look  for  an  advisor  who  can  meet 
with  you  regularly  and  provide  you 
ongoing  professional  management. 

If  you  share  our  point  of  view, 
you  may  be  interested  in  a  free  refer- 
ral service  we  offer  that  helps  clients 


Like  Blind  Justice,  your  investment 
advisor  should  be  objective  and  unbiased. 
Anything  else  is  a  disservice  to  you. 

with  $100,000  or  more  to  invest  to 

find    an    appropriate  investment 

manager  —  Schwab  AdvisorSource?' 


Charles  K  Sehwah  advises, 
"Seek  out  investment  managers  who 
are  objective  and  unbiased." 


We've  done  the  initial  research 
for  you,  prescreening  a  broad  range 

of  managers 
to  identify 

those  whose 

approach  and 
fee  structure 
allow  them  to 
concentrate  on  what  matters  most 
to  you  in  a  relationship  of  this 
kind:  your  financial  success. 

Call  us.  We'll  help  you  determine 
if  professional  investment  man- 
agement may  be  right  for  you 
and  tell  you  more  about  our 
AdvisorSource  service. 


A  Valuable  Guide 
To  Investment 
Management, 
Yours  Free. 


Call  now  to  receive  your  free  copy. 

1-800-330-6756 


©1997  Charles  Schwab  &  Co..  Inc.  All  rights  reserved.  Member  SIPC/NYSE.  (5/971 


The  Way  It  Should  Be. 


February  26,  1992: 
Chrysler  minivans  are 
named  top  safety  choice 
in  the  passenger  van 
category  in  Prevention 
magazine's  Safe  Car 
of  the  Year  Awards. 


August  1,  1996: 

Chrysler 
Town  &  Country 
minivan  named 
top  safety 
choice  in  the 
1995  passenger 
van  category 
by  Prevention 
magazine. 
(Anyone  see 
a  pattern 
developing  here?) 


November  1,  1995: 
New  Dodge  Caravan  is 
named  Motor  Trend's 
Car  of  the  Year- first  time 
a  minivan  wins  the  award. 
Second  straight  year  that 
a  Chrysler  Corporation 
vehicle  has  won. 


October  11,  1995: 
Accompanied  by  the 
Whetstone  HS  Marching 
Band,  Chrysler  CEO 
Bob  Eaton  delivers  the 
five-millionth  Chrysler 
Corporation  minivan  to 
the  Lombard  family  of 
Columbus,  Ohio. 


,  Having  invented  the  .category,  we  at  Chrysler  course,  introducing  it  in  the  first  place  was  a  bit  chancy 
Corporation  knew  that  tampering  with  something  as     too.)  But  what  we  finally  decided  was  that  the  greater 

delicate  operation.  (Of     risk  was  resting  on  our  laurels.  When  making  great  cars 

^isit  our  World  Wide  Web  site  at  http:  wvvw.chryslerc6rp.com.  or  call  toll-free  1-888-GREATCARS.  'Chrysler  minwan  ozuner  loyalty  at  63%  m  compilaiioi 
January,  February,  Mar Jt)  mLs  period.  •  Always  war yottr  seat  belt.  ■ 


May  15,  1992: 
Multidisciplinary  platform  team 
convenes  to  begin  zvork  on  the  next 
generation  of  the  minivan. 


August  1,  1992: 
Dodge  and  Plymouth  minivans 
get  optional  sport  handling 
suspension.  Car  pools  across 
America  become  approximately 
37%  less  boring. 


September  18,  1992: 
Consumer  A  ttitude 
Research  announces 
that  Chrysler  minivans 
have  the  highest  repeat 
purchase  rate  of  any 
platform  sold  in 
the  United  States* 


July  15,  1992: 
Platform  team  reads 
letters  from  minivan 
owners  asking,  "Why 
not  put  a  sliding  door  on 
the  driver's  side  too?" 


May  9,  1993:  ^ 

Sales  of  Chrysler  minivans 
in  Asia  pass  2,000.  Reports  that 
minivan  interior  is  more 
spacious  than  average  Beijing 
apartment  are  unconfirmed. 


March  10,  1995: 
Redesigned  Chrysler,  Plymouth,  and  Dodge  minivans  reach 
dealerships  with  features  including  dual  front  air  bags^ 
optional  dual  sliding  doors,  Easy  Out  Roller  Seats,'"  and 
enough  storage  space  for  the  most  acquisitive  of  families. 


April  18,  1994: 
Fuel-door  problem 
solved.  (Sorry,  but 
if  we  told  you  how, 
we 'd  have  to  kill  you.) 


September  15,  1993: 
Problem:  How  to 
keep  driver's-side 
sliding  door  from 
banging  into  fuel  door. 


and  trucks  is  your  goal,  the  right  decision  is  usually 
fairly  obvious.  Kind  of  like  the  idea  of  putting  a  sliding 
door  on  both  sides  of  your  minivan,  come  to  think  of  it. 


of  62,583  new  car  and  light  truck  buyers  conducted  during  the  '92  second-quarter  , 


OREAT  CARS. 
RE  AT  TRUCKS. 

^  CHRYSLER  CORPORATION 


Active  partnership  is  powered  by  the 
ability  to  adapt  to  our  customers'  specific 
needs  and  circumstances  as  a  matter  of  pohcy. 
By  not  adhering  to  rigid  forms  and  structures, 
we  can  work  together  to  create  custom- 
tailored  risk  management  products  and 
solutions  that  yield  superior  results  in  areas 
like  cost  management  and  customer  service. 


As  a  member  of  The  Worldwide  Zurich 
Insurance  Group,  we  provide  extensive 
financial  strength,  and  offer  long-term 
active  partnership  to  you.  For  more 
information,  contact  your  agent  or  broker, 
or  call  1-800-382-2150  today. 

Zurich-American. 
The  Power  of  Partnership  f 

ZURICH 

www.zurichamerican.  com 
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152  Work,  kid 

"The  question  is 
how  much  to 
give  so  as  not  to 
hurt  them." 

52  Grab  an  oar 

sort  of  see 
TVAas 

America's  Power 
Company." 


COVER  ILLUSTRATION  BY 
CHARLIE  POWELL 


88  On  the 

'res" 

"We  are  using 
the  same  con- 
cepts as  Asian 
nations  used." 


THE  COVER 

152  You're  on  your  own 

Today's  chief  executive  offi- 
cers arc  wealthier  than  ever — 
and  they  want"  their  kids  to 
work  for  it,  too. 

By  Dana  Wechsler  Linden 
and  Dyan  Machan 

ALSO  ON  THE  COVER 

Executive  Compensation 

162  Executive  pay  overseas 

166  The  top  25 

172  Ranking  the  800  top 

executives 

206  Executive  bios 

MANAGEMENT, 

STRATEGIES, 

TRENDS 
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We've   got  it 


et 

it 


The  competition  taking  aim  at  you? 
You  bet  they  are.  Fact  is,  those  sizzling 
shots  are  coming  faster  and  from 
more  directions  than  ever.  So  what's 
your  game  plan?  Simply  defend  your 
home  turf?  Or  launch  an  offensive 
strike?  If  offense  is  more  your  speed, 
you'll  definitely  want  us  on  your  team. 

We're  CONNEXT.  We  provide 
innovative  products  and  enhanced 
customer  services  to  utility  suppliers. 
Take  our  OneBill™  for  example. 

OneBill  consolidates  the  bills  nationally 
from  multiple  utility  service  providers 
into  one  simple  statement.  The  benefit? 
Customers  save  thousands  of  dollars 
and  receive  valuable  energy 
management  information,  while 


utilities  secure  their  position  as  a 
preferred  energy  supplier. 

If  you're  a  business,  we  can  put  you 
in  touch  with  someone  who  offers 
OneBill  as  part  of  a  complete  range 
of  CONNEXT  products  and  services. 

If  you're  an  energy  supplier  who 
would  like  to  better  understand  your 
commercial  customers'  total  energy 
consumption  across  utility  boundaries, 
OneBill  can  give  you  a  serious  jump 
on  the  competition. 

Call  1-888-CONNEXT. 


ComXT 

Power  Tools  fqr  th^  Utility  Industry" 


Find  out  more  about  the  utility  shake-up  at  www.connext.com/whitepapers2 
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Just  in:  New  Internet  Telephony  Servers.  Enable  calls  over  Net  using 
ordinary  phones/faxes  (elemedia™  adds  great  sound). 
Plus,  56  Kbps  modem  chip  sets.  Can  make  accessing  Net  over  regular 
phone  lines  2  x  faster.  Also  in  stock:  better-sounding  v/ireless  systems; 
new  longer-range  cordless  phone.  More  breakthroughs  on  the  way. 
(Tomorrow,  the  day  after,  etc.) 
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Executive  compensation — a  long  look  back 

Forbes'  firs  r  exfx.utivk  c:()mphnsati()n  survey  appeared  26  years 
ago,  in  the  May  15,  1971  issue.  Looking  back  at  it  evokes  36- 
cents-a-gallon  ga.solinc.  and  $6,500-a-copy  Cadillacs.  iTT's  Harold 
S.  Geneen  headed  the  list  with  $767,000  in  salary  and  bonus;  the 
richest  was  oilman 


Number  of 

His 

Total 

Employees 

Salary 

Remuneration 

His 

Rank  Company 

(000) 

Chief  Executive 

($000) 

($000) 

Age 

1    Int  Tel  &  Tel 

392 

H  S  Geneen 

357 

767 

61 

2    Ford  Motor 

432 

H  Ford  II 

240 

500 

53 

3    Johnson  &  Johnson 

38 

P  B  Hofmann 

302 

463 

61 

4    Standard  Oil  (N  J) 

144 

J  K  lamieson 

290 

440 

6C 

.1    Proctor  &  Gamble 

44 

H  J  Morgens 

425 

425 

J.  Paul  Getty  with  1970  Data 

$854  million  in 
Getty  stock. 
Multiply  those 
figures  by  a  factor 
of  4.2  to  convert 
1971  dollars  into 
money  of  today. 

On  this  year's  rankings  the  chief  executive  with  the  highest 
salary  and  bonus  is  Green  Tree  Financial's  Lawrence  M.  Coss,  with 
$102  million.  The  richest:  Bill  Gates,  at  nearly  $28  billion. 

But  let's  look  at  the  averages.  The  median  salary  and  bonus 
compensation  in  1971  was  $139,000.  This  year  it's  $1,129,000 
(stock  option  gains  bring  it  to  $1,675,000).  So  the  median  cash 
compensation  figure  has  grown  at  about  twice  the  rate  of  inflation, 
about  the  same  as  the  growth  in  the  cost  of  higher  education. 

Statistics  Editor  Don  Popp,  who  supervised  our  first  compensa- 
tion survey  and  every  one  since,  reminds  me  that  in  1971  Forbes 
did  not  include  an  executive's  winnings  from  exercising  stock 
options.  These  days  that's  where  the  really  big  money  is.  Not  so 
back  in  1971.  "Stock  options?"  Forbes  asked  at  the  time.  "With 
some  exceptions,  they  have  been  worthless.  Or  worse  than  worth- 
less; many  a  corporate  executive  today  is  in  debt  because  he  bor- 
rowed heavily  in  order  to  exercise  options  for  stock  that  subse- 
quently dropped  below  the  exercise  price." 

Could  it  happen  again.^  You  bet. 

Under  Don  Popp's  experienced  command.  Associate  Editor 
Scott  DeCarlo  and  almost  two  dozen  Forbes  staffers  compiled  this 
year's  compensation  survey.  The  rankings  begin  on  page  173. 

Indian  uprisings 

Our  West  Coast  Bureau's  Damon  Darlin 
has  been  visiting  Indian  reservations  and  finds 
the  Indians  are  quietly  rebelling  against  the 
U.S.  Bureau  of  Indian  Affairs,  the  19th-centu- 
ry bureaucracy  created  to  act  as  the  Indians' 
guardian.  Who  can  blame  the  Indians.'  They 
want  to  develop  their  economies  and,  like 
upwardly  mobile  people  everywhere,  see  the 
bureaucrats  as  an  obstacle.  Damon  Darlin 

"When  the  Indians  talk  of  nation-building  ^^^M 
and  creating  wealth,  they  sound  just  like  the 
leaders  I  met  during  my  seven  years  in  Asia,"  says  Darlin.  "As  Carl 
Artman,  an  Oneida  Nation  businessman,  told  me:  T  started  off 
reading  Marx,  but  the  world  made  a  lot  more  sense  after  I  read 
Adam  Smith.'  "  Darlin's  "Rebellions  on  the  reservations"  starts  on 
page  88.  And  by  the  way,  it  is  not  politically  incorrect  to  call  native 
North  Americans  Indians  (see  box,  p.  94). 

Managing  Editor 
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i'^/V^ 3  i'fi-<e-  St  i[qn{nOi 
(.{v\c\i,de.i  i&cu^lty  deposit) 


]rJ£.(coMe,  to  Pd^h  A^e-^ue.  completely  ^•&^^ds^^nerf  mslc^e  SnrF  out ^ 
the  Qll-v\eu  PQirh  A^ev\ue  Is  Q  plQce  o-f  mpvo^ecl^  vlc^e^  'room  Sn^C  com^ovt. 
It 's  Q  plQce  wheire  cHdmStlc  Gcoustic  Imp  Movements  V\Q^e  tine  powe^  to  shut 
out  uYbQv\  u\npleQs&ntness  ■  A  plQce  yheve  du&l  cllmste  controls  ^espov\i:^ 
liadivUHu&l  ly  to  both  cHlveir  Qndl  firont  pQ  ssen<p,eir .  A  plGce  uheve  siV  Bd'ults  c&m 
irelBx:  I'n  seQts  thQt  piro'/lde  eX cept[ov\&l  Com-foi-t  Qnci!  support.  And,  foir  &  limited 
time  ov\ly ,  Q  pl&ce  mQde  even  move  dccommodstlna,  by  these  specl&l  o•f-fe^•s, 

$66   youV    -i^ulck   deQleir   ^oir  detQlls. 

0)?m  AVtNUP'BUICK 

THE  POWER  Of  UNDERSTATEMENT 


Taxes,  license,  title  fees  and  insurance  extra.  36,000  miles  allowed.  GMAC  must  approve  lease.  Example  based  on  specially  equipped  model.  Payments  may  be  higher 
in  AL,  CA,  CT,  HI,  ID,  NY,  OR,  Rl,  TX,  VA  and  WA.  You  must  take  retail  delivery  out  of  dealer  stock  by  June  30, 1997.  See  your  participating  dealer  for  qualification  details, 
^ark  Avenue  Ultra  shown. 

® 'Length  of  contract  is  limited.  Other  finance  rates  available  as  length  of  contract  increases.  Dealer  financial  participation  may  affect  consumer  cost.  You  must  take  retail  delivery  from  dealer  stock 
Ivlarch  12, 1997  through  June  30, 1997.  See  your  participating  dealer  for  qualification  details. 


GM 


For  information,  visit  our  Web  site  at  http://www.parkavenue.buick.com  or  call  1  -800-4A'BUICK.  ©1 997  GM  Corp.  All  rights  reserved.  Park  Avenue  is  a  registered  trademark  of  GM  Corp,  Buckle  up,  America! 
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Former  grocer  Tom  Leonard 

Following  in  dad's  dubious  footsteps? 

Police  blotter 

Forbes  rj;ported  last  year  that 
Connecticut  grocer  Tom  Leonard 
was  under  investigation  for  evading 
income  taxes  (May  20,  1996).  Last 
month  Leonard,  41,  former  presi- 
dent of  his  family's  Danbury,  Conn, 
store,  was  indicted  by  a  U.S.  District 
Court  grand  jury.  The  charge?  Five 
counts  of  income  tax  fraud. 

This  apple  apparendy  didn't  fall 
far  from  the  tree.  Tom  Leonard's 
father.  Stew  Leonard,  was  jailed  for 
skimming  $17  million  from  the  fam- 
ily's flagship  store  in  Norwalk, 
Conn,  over  a  ten-year  period.  The 
caper  involved  specially  designed 
software  to  eliminate  evidence  of 
receipts  from  checkout  counters. 
Leonard  pere  is  now  a  guest  of  the 
federal  government,  serving  a  52- 
month  prison  term  in  Schuylkill,  Pa. 

Word  has  it  that  the  source  of 
both  men's  downfall  was  the  same — 
betrayal  by  a  former  employee.  Tom 
Leonard,  who  denies  the  charges 
against  him,  is  scheduled  to  make  his 
first  court  appearance  this  month. 


A  Boeing  777 

Pratt  &  Whitney  is  now  the  plane's  leading  engine  supplier. 


His  attorney  tells  Forbes  the  charges 
are  trumped  up. 

If  convicted,  Tom  Leonard  could 
move  into  the  slammer  just  as  his 
father  heads  out  later  this  year. 

-Christine  Foster 

Liftoff 

Four  years  ago  Pratt  &  Whitney 
was  sputtering  in  the  race  to  power 
the  next  generation  of  big  jet  air- 
craft. With  its  market  share  falling 
and  huge  capital  costs  on  the  hori- 
zon, the  company  appeared  headed 
for  turbulent  times.  Without  help 
from  a  partner,  "there's  a  very  good 
chance  Pratt  will  be  forced  to  leave 
the  market  for  the  largest  jet  engines 
to  GE  and  Rolls,"  we  warned  (Nov. 
22,  1993). 

We  greatly  underestimated  Pratt's 
resilience.  Today  the  East  Hartford, 
Conn. -based  unit  of  United 
Technologies  is  the  leading  engine 
producer  for  Boeing's  wide-body 
777s,  supplying  55%  of  the  56  cur- 
rendy  in  use.  How  did  Pratt  come  to 
lead  the  pack?  By  slashing  costs  more 
than  6%  from  1991  to  1996,  by  cut- 
ting cycle  time  for  engine  develop- 
ment in  half,  to  2/^  years,  and  by 
enhancing  its  existing  4084  engine 
rather  than  building  a  new  one.  It 
didn't  hurt  that  GE  ran  into  serious 
technical  problems  in  developing  a 
rival  engine,  the  GE90,  from  scratch. 

Pratt  finished  last  year  with  oper- 
ating earnings  of  $638  million,  more 
than  treble  1993's  operating 
income,  on  sales  of  $6.2  billion.  For 
the  first  quarter  of  this  year  profits 
rose  30%,  to  $182  million. 

Pratt  is  now  gunning  for  a  bigger 
chunk  of  the  market  for  smaller, 
narrow-body  jets  like  the  Boeing 
737  (now  exclu- 
sively powered 
bv  ge)  and 
Airbus'  A3 19, 
A320  and  A321 
models  (which 
use  both  GE  and 
Pratt  engines). 
"We'd  welcome 
the  opportunity' 
to  outfit  the 
737,"  Angelo 
Messina,  Pratt's 
vice  president 
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In  1905  the  yacht  At/antic  set  a  racing  record  of  12  days.  4  hours,  1  minute  and  19  seconds. 


The  Atlantic  Challenge  Cup*  A  Classic  reborn* 

Over  its  more  than  150 -year  history,  the  New  York  Yacht  Club  has  hosted  some 
of  the  world's  most  prestigious  regattas.  This  May  that  tradition  continues  with 
The  Atlantic  Challenge  Cup,  a  race  from  New  York  to  Lizard  Point,  England, 
modeled  after  the  legendary  challenge  of  1905,  in  which  the  185-foot  schooner 
Atlantic  posted  a  racing  record  that  has  never  been  equaled.  And  Rolex, 
whose  reputation  was  earned  for  rugged  performance,  will  pace  each  yacht's 
progress  for  the  New  York  Yacht  Club  as  the  Cup's  Official  Timekeeper. 


For  the  name  and  location  of  an  Official  Rolex  Jeweler  near  you,  please  call  1-H0()-36ROLEX. 

Rolex,  #,  Oyiler  Perpetual,  Submariner,  Oyster  and  Fliplock  are  trademarks. 


ow's  tke  perfect  lime  for  a  little 

BUBBLY. 


HOLIDAY 

Six  luxurious  ni^Kts 
w  itli  a  sumptuous 
break  last  daily 
for  one  i-elaxin^  rate. 


Escape  to  a  place  wliere  no  one  w  ill  find  you. 
Kscape  to  am-  one  o(  our  48  remarkable 
Luxurv'  Collection  kotels  in  20  countries 
and  spoil  yoursell  \\  illi  our  hioliday  program. 
WKetlier  vou  re  m 
Hawai  i  at  tke  Prince\  i  lie  Hotel.  \  lenna  at 
tke  Hotel  Imperial  or  perkaps 
Buenos  Aires  at  tke  Park  Tower,  you  can 
immerse  jourselfin  luxui-\'. 
Ask  your  tra\  el  professional  akout  Holiday 
and  all  our  otker  special  programs. 
Or  call  1  888  213-1216. 


The  Luxury  Collection 

ITT  SHERATON 

Europe     A.,;,     Australia    TKc  Americas  Africa 
furtker  information,  please  visit  our  Wet  site  ol  www.ittskeraton.con 


for  strategic  planning,  says  with  a 
wry  grin.  "GE  has  a  special  arrange- 
ment— for  now."         -Jay  Akasie 

The  carpooling  canard 

We  had  never  seen  a  clean-air  pro- 
gram as  misguided  as  southern 
California's  Regulation  15  (Dec.  20, 
1993).  It  was  meant  to  cut  smog  by 
encouraging  carpooling.  But  so  dra- 
conian  was  this  legislation  that 
Kaiser  Permanente,  the  big  HMO, 
was  fined  $125,000  after  it  offered 
employees  cash  incentives  to  carpool 


and  free  rides  home  for  those  work- 
ing late.  Kaiser  Permanente's 
offense.'  Unsatisfactory  bookkeep- 
ing, among  others. 

Facing  a  flood  of  complaints 
about  Regulation  15,  a  regional 
authorit^•  appointed  to  monitor  air 
pollution  around  Los  Angeles 
scrapped  the  regulation  and  eventu- 
ally replaced  it  with  a  far  less  onerous 
one.  Rule  2202,  an  amended  form  of 
which  took  effect  on  Jan.  1.  Under 
the  new  rule,  more  companies  (those 
with  fewer  than  250  employees, 
rather  than  just  100)  are  exempt 
from  carpooling  rules.  In  addition, 
companies  that  employ  remote  sens- 
ing devices  in  their  parking  lots  to 
identity'  high-emission  vehicles  are 
given  "credits"  toward  pollution- 
reduction  targets. 

The  anticar  wing  of  the  environ- 
mentalists now  acknowledges  what 
Forbes  readers  have  known  all  along: 
that  carpooling  is  not  as  effective  in 
reducing  smog  as  simph'  repairing  or 
replacing  the  10%  of  all  cars  that 
cause  80%  to  90%  of  urban  pollution. 

"I  think  you've  seen  the  last  of  the 
carpooling  statutes,  thanks  to  the 
abysmal  failure  of  Reg.  15,"  says 
auto  emissions  e.xpert  Gary  Bishop 
of  the  Universit)'  of  Dem  er.  "The 
Environmental  Protection  Agency 
hasn't  been  able  to  force  the  car- 
pooling  statutes  on  any  other  state 
ever  since.  In  terms  of  reducing 
smog,    carpooling    is    a  bust." 

-Steph.\x  Herrer.\  H 
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With  the  help  of  The  Everything  Pages"  directory  from  GTE,  Hal  Dantzler  lets  his 
fingers  do  the  walking  for  the  parts  he  needs.  Since  they're  the  world's -easiest 
Yellow  Pages,  it's  a  short  walk.  He  counts  on  GTE  people,  quality  and  reliability 
to  make  his  life  easier.  So,  if  you  think  telecommunications  have  only  complicated 
your  life,  remember,  there's  one  company  you  can  count  on  for  help:  GTE. 


UN  MY  MINU 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITEO  RY  KATAR2YNA  WANDYCZ 

The  fine  art  of  networidng 


By  Jay  Akasie 


"On 

Nantucket 
you  would 
never  see  Bill 
CUnton. 
Here  you  get 
big  business, 
big  time.' 


Tom  Scott, 
cofounder  and 
president,  Nantucket 
Nectars 


A.  B.  (Biizzy)  Krongard 

Chairman  and  Chief  Executive  Officer 
Alex.  Brown 

There's  notfiing  like  a  goose  blind.  It's  just  you 
and  the  other  person  or  two  other  people,  and 
you're  in  that  blind  for  six  or  eight  hours  and 
there's  nowhere  to  go.  It's  a  camouflaged,  tight 
little  place  built  of  wood,  out  in  the  niicidle  of 
the  water  or  buried  in  the  ground.  You  just 
hunker  down  and  wait  for  die  geese  to  come. 

M&A  work  is  really  good  in  a  goose  blind 
because  you  can  sit  and  talk  about  the  compa- 
ny if  you're  representing  the  buyer  or  tlie  seller. 
You're  uninterrupted  if  the  shooting's  poor.  If 
the  shooting's  good,  the  guy's  so  happy  that 
nothing  else  matters. 

Jim  Leahy 

Chairman  and  Chief  Executive  Officer 
Specialty  Cable  Corp. 

Younger  male  executives  are  better  networkers 
dian  men  around  my  age — 58 — ^who  come 
from  the  "silent"  generation.  My  generation  has 
a  hierarchical  point  of  view  of  life.  It  was  a  com- 
plete surrendering  of  your  soul  to  the  corpora- 
tion. Between,  tilings  have  changed.  The  social 
contract  has  been  broken.  The  guys  with  un- 
dying corporate  lo)'alty  got  severance  packages. 

Their  sons  and  daughters  were  looking  at 
this,  and  they're  now  saying,  "I'm  going  to 
keep  my  eyes  open  and  network."  The 
young  people  that  I  know  network  with 
their  school  buddies  and  friends  and  with 
guys  like  me.  When  I  was  25,1  never  would 
have  called  a  58-vear-old  CEO.  The  CEO 


When  they  consider  great  opportuni- 
ties for  networking,  people  often  think 
of  high-profile  conferences  like  the 
World  Economic  Forum  in  Davos, 
Switzerland  or  golf  at  expensive  clubs 
(see  chart,  p.  20).  But  there  are 
cheaper,  simpler  ways  to  network. 
Forbes  got  tips  from  11  executives. 


would  have  thrown  me  out  of  his  office. 

Today  I  get  letters  from  prospective  employ- 
ees ranging  in  age  from  25  to  55.  The  differ- 
ence is  the  younger  ones  actually  follow  up 
with  a  request  for  15  minutes  of  my  time.  The 
older  guys  expect  me  to  call  them  and  offer 
them  big  money.  They  don't  pick  up  that 
phone  and  follow  through. 

Artie  Isaac 

President 

Young  Isaac  (advertising  agency) 
The  word  "networking"  has  always  suggested 
intention:  "I'm  gonna  be  out  there  schmooz- 
ing people  with  my  bow  tie  on."  I  don't 
believe  in  that.  I  borrow  the  philosophy  from 
the  Chinese  Tao:  The  more  you  try  to  get 
something,  the  less  likely  it  is  to  happen. 

I  remember  once  when  I  was  at  a  charity 
auction  and  I  saw  a  young  businessman  who 
was  obviously  there  to  network.  He  was  sitting 
next  to  somebody  and  buttonholing  him,  and 
the  entire  time  he  was  gesticulating  wildly.  He 
didn't  realize  he  was  bidding  on  things.  He 
ended  up  buying  a  $550  piece  of  artwork  that 
he  didn't  want  and,  as  a  junior  accountant,  he 
couldn't  even  pay  for. 

An  extreme  case,  of  course,  but  it  makes  my 
point.  If  you  are  not  there  in  the  spirit  of  the 
event  but  purely  to  schmooze  people,  you  are 
not  building  your  business.  In  fact  you  can 
hurt  yourself  by  coming  off  as  a  total  goofball. 

Tom  Scott 

Cofounder  and  President 
Nantucket  Nectars 

Nantucket  is  an  incredible  place  for  network- 
ing. There  aren't  celebrities  here  like  on 
Martha's  Vineyard,  but  here  there  are  real 
people.  I  mean,  you'd  never  see  Bill  Clinton  on 
Nantucket.  On  Nantucket  you  get  big  busi- 
ness, big  time.  Heads  of  banks  like  the  Bank  of 
Boston  and  the  former  Shawmut  Bank  come 
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Unlimited  trust  equals  unlimited  possibilities. 


Trust  provides  a  platform  from  which  opportunities  are  created  and 
innovative  solutions  are  discovered.  Generale  Bank,  the  largest 
commercial  hank  in  Belgium,  made  a  strategic  decision  to  raise 
suhordinated  debt  through  the  issuance  of  perpetual  debt  in  private 
markets.  Bankers  Trust  anticipated  this  need  and  developed  an 
innovative  solution,  including  four  separate  private  placements 
that  brought  in  new  investor  bases  in  Europe  and  Japan.  This 
allowed  Bankers  Trust  to  complete  the  transaction  at  very  attractive  terms.  We  welcome  the 
opportunity  to  discuss  how  we  can  develop  equally  innovative  solutions  to  your  financial  challenges. 


SUBORDINATED 
PERPETUAL  CAPITAL 

PnviUc  PUicement^ 

Yen  25  Billu.n 
NLG  WO  Million 
US$118  Million 
DM  50  Million 

k  BankersTrust 


k  BankersTrust 

Archiiecls  oj  Value 


©1997  Bankers  Trust  New  York  Corporation  and  its  afilliaicd  companies. 


un  lYif  minu 


Country  cluD  averages 
Member  age:  55 
Initiation  fee:  $16,000 
Monthly  dues:  $266 
Members:  650 


here.  That's  where  I've  met  them. 

I  first  met  one  of  our  major 
investors  when  his  yaeht  was 
doclced  right  next  to  our  original 
store.  He  saw  us  work  very  hard 
.selling  juice  and  doing  odd  jobs  tor 
yachtsmen.  We  ended  up  cleaning 
his  boat,  and  he  was  so  impressed 
that  he  invested  in  our  juice  compa- 
ny. (Forbes,  Feb.  10). 


Source:  Club  Managers  Association  of  America. 

Tired  of  traditional  network- 
ing? A  goose  blind  is  cheaper 
than  joining  a  country  club 
and  more  peaceful  than  a 
bustling  trade  show. 

Top  host  cities  for  trade  shows  in  1997 


156  Chicago 


151  Atlanta 


138  Toronto 


Source:  TradeshowWeek. 


"I  always  try 
to  check  out 
other  peo- 
ple's luggage 
tags  in  hotel 
lobbies  and 
airports.' 

Joe  O'Malley, 
senior  vice 
president, 
Okidata 


Jim  Halpin 

President  and  Chief  Executive  Officer 
CompUSA  Inc. 

Every  time  I  fly  on  an  airplane,  I 
wear  a  CompUSA  shirt.  Even  my 
white  dress  shirts  have  the  logo  on 
them,  so  whether  I'm  casual  or  in  a 
suit,  people  know  my  business. 
Even  my  car's  license  plate  is  our 
stock  symbol. 

All    of    the    executives  wear 
CompUSA  shirts.  When  you  have  a 
lot  of  employees  out  there  wearing  a 
r      shirt  with  your  logo,  you  are  going 
to  have  a  lot  of  extra  business. 
For  example,  I'll  be  walking  down 
the  street  and  some  lady  will  say  to  me, 
"Geez,  you've  got  a  great  store!"  In 
other  words,  I'm  networking  all  the  time. 


Paula  Rosput 

President 

Pan  Energy  Power  Services 
Most  women  believe  that  it's  absolutely  tlie  kiss 
of  deatli  to  join  the  women's  network  in  the 
office.  In  fact,  the  best  networking  is  obviously 
with  those  who  have  already  achieved  success, 
and  that  is  men. 

Edward  Dolby 

Executive  Vice  President 
NationsBank  Corp. 

Health  clubs  are  becoming  a  real  networking 
hub.  In  Charlotte  the  ymca  is  the  hot  spot.  A 
lot  of  networking  is  going  on  at  5:30  or  6  in 
the  morning — before  people  get  to  the  office. 
That's  when  I  usually  get  in  and  scout  the  place 
for  the  enti-epreneurs,  tlie  current  customers 
and  the  prospects.  Then,  as  I  am  huffing  and 
puffing  on  the  StairMaster  I  answer  their  ques- 
tions about  investments,  particularly  about 
estate  planning. 

WUliam  Miller 

Chairman  and  Chief  Executive  Officer 
Avid  Technology  Inc. 

I  choose  not  to  network.  With  what  little  spare 
time  I  ha\'e  outside  the  office,  I  would  rather 
go  out  and  play  golf  with  my  son  than  spend  it 


trying  to  develop  additional  contacts. 

Networking  might  be  very  important  to 
making  it  to  the  top.  But  so  is  luck.  Some 
peciple  can  network  all  they  want  and  never  get 
a  big  opportunity'. 

Harold  Blue 

Chairman  and  Chief  Executive  Officer 
ProxyMed  Inc. 

One  time  I  met  a  man  on  a  plane  and  we  were 
talking  for  about  two  hours.  For  some  reason, 
we  didn't  get  around  to  exchanging  names  or 
companies.  When  we  finally  did,  we  discovered 
that  we  had  spoken  over  the  phone  about  ten 
times  over  the  last  two  years  trving  to  figure 
out  how  to  do  business.  But  we  had  never 
come  to  an  agreement. 

We've  done  business  because  of  that  meeting 
on  the  plane.  I'll  bet  you  that  if  we  had 
exchanged  names  at  the  beginning  of  that 
flight,  we  would  never  have  had  the  honest, 
candid  conversation.  This  is  an  example  of  an 
effective  way  to  network.  I  hate  the  guys  who 
go  out  and  flash  their  business  cards  aroiuid 
and  tell  people  how  big  their  companies  are. 

Joe  O'Malley 

Senior  Vice  President 
Okidata 

I  always  try  to  check  out  other  people's  luggage 
tags  in  hotel  lobbies  and  airports  just  to  start  a 
conversation.  On  a  plane  trip  trom  California  to 
Toronto,  I  was  going  to  a  meeting  with  a  very 
large  client.  I  noticed  that  the  man  sitting  next 
to  me  had  a  briefcase  witii  the  name  of  a  com- 
pany, which  was  tiie  client  I  was  meeting.  When 
he  confirmed  he  indeed  worked  there  and  that 
he  was  the  key  executi\'e  at  the  big  meeting, 
things  took  off  from  tiiere.  We  laid  the  ground- 
work for  tiie  deal  during  the  flight. 

Vic  Yerby 

President  and  Chief  Executive  Officer 
The  FreeStyle  Group  (sports  watches) 
I  encourage  my  managers  to  network  within 
the  industry.  I  call  tiiat  a  "sanit)'  check."  Man- 
agers make  big  decisions  based  mostiy  on  intu- 
ition. The  only  \\'a\'  for  a  manager  to  know  he's 
making  the  right  decisions  is  to  talk  witii 
another  one  in  the  same  industi'v.  ■ 


What's  on  your  mind.^ 

If  you  are  a  business  executive,  whether 
with  a  big  company  or  a  small  one,  we'd 
Uke  to  blow  what's  bothering  you  these 
days,  and  what  you  are  doing  about  it. 
Tell  us  about  it  at:  mind@forbes.com. 
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Don't  let  a  cancelled  flight  get  in  your  way. 


No  one  puts  you  in  touch  with  more 
precise  airUne  schedules  and  connec- 
tions or  more  complete  hotel  and  car 
rental  information.  Even  interactive 
maps  to  help  you  plot  your  course. 
No  one  gives  you  more,  as  quickly 
and  as  easily  as  OAG. 
And  you  can  get  your  information  any 
way  you  want  it,  any  time  you  need  it. 


Stay  in  control  of  your  air,  hotel 
and  car  arrangements  anytime, 
anywhere,  with  OAG. 


Access  OAG  through  our  printed 
guides,  both  desktop  and  pocket-size. 
Through  your  LAN,  our  CD  or 
on-line.  Even  via  telephone  and 
wireless,  too. 

So  flip  through,  dial  up,  log  on  or 
click  your  way  through  OAG. 
You'll  have  the  world's  most  complete 
and  unbiased  travel  information  at 
your  fingertips. 

With  OAG,  your  business  travel  will 
never  get  in  the  way  of  your  business. 


OAG 

Where  travel  begins  " 


Call  1-800-DIAL-OAG  or  E-mail  us  at  oaginfo@oag.coin 

OAG  is  a  leading  brand  of  Reed  Travel  Group. 


~  »lan  US.  Cass  and  saaaig  is  ii^ ; 


Each  and  every  day,  thousands  of 
businesses  build  their  sites  on 
the  Internet  and  wonder:  When 
does  the  excitement  begin? 
Where  are  the  new  customers, 
the  improved  relationships, 
the  lower  overhead?  Surprise, 
surprise.  You  cant  expect  it  to 
happen  automatically. 


)^ppeee 
were  on  the 
Intemet! 


what? 

solution 


now 


It  takes  a  solution.  The  good  news 
is,  a  call  to  IBM  can  help  put 
things  in  motion.  IBM  Internet 
solutions  provide  a  unique 
combination  of  technology, 
professional  services  and 
know-how  that  can  bring  new 
value  to  just  about  every  kind 
of  business,  maldng  the  most  of 
existing  investments.  Here  are 
some  of  our  customers  who 
are  already  reporting  results: 

Japan  Airlines:  uses  Internet 
reservations  to  boost  revenue 
by  $4  million. 

NHL'':  online  store  attracts  more 
than  a  million  hits  per  month. 

Arena  di  Verona:  expands  opera 
audience  using  online  ticketing. 

Supervox:  French  wholesaler 
finds  an  $8  million  opportunity 
in  previously  untapped  market. 

Find  out  how  the  Internet  can 
transform  your  business. 
Visit  us  at  www.ibm.com/ 
internetsolutions  or  call  us  at 
1  800  IBM-7080,  ext.  NCOl, 
to  enroll  in  our  free  seminar. 


Solutions  for  a  small  planet  " 


BtADEBS  SAY 

r«aders@forbes.coin 


To  blame  or  not  to  blame 

Sir:  Your  excellent  "Un-Natural  jus- 
tice" (May  5)  is  the  only  article  I 
have  seen  in  a  popular  publica- 
tion that 
|§  addresses  the 
: cause  of 
today's  legal 
mess  in 
terms  of  fun- 
d  a  m  e  n  t  a  1 
ideas.  As  the 
writer  notes, 
to  explain 
the  situation 
as  merely 
due  to  "too  many  lawyers"  is  to 
reverse  cause  and  effect.  A  great 
virtue  of  articles  such  as  this  one  is 
that  when  bad  ideas  underlying  a  cul- 
tural trend  are  exposed,  people  are 
less  likely  to  see  more  of  the  same 
poison  as  the  solution. 
-John  D.  Honhycutt 
San  Diego,  Calif. 

Sir:  You  write  a  classic  essay  about 
the  evolution  of  the  litigation  mon- 
ster and  place  the  blame  on  Congress 
and  the  judges.  Then  inexplicably 
you  let  the  law)'ers  and  the  cover 
editor  off  the  hook  by  sa\'ing,  "Don't 
blame  the  lawyers.  Blame  tlie  laws."  I 
thought  laws  were  made  and  inter- 
preted by  legislative  and  judicial  sys- 
tems. And  just  who  makes  up  these 
systems?  The  lawyers.  Hello! 
-M.  Arnold  Glueck 
Newport  Beach,  Calif. 

"Baad"  was 

Sir:  Having  almost  been  murdered  in 
December  by  a  cowardly  criminal,  I 
was  nauseated  to  see  your  cover 
( '^Badass  Apr.  21)  indicating 

that  craven  commercialism  is  being 
gleefully  applied  to  the  merchandis- 
ing of  cultural  rot. 
-Michael  H.  Dougherty 
Falls  Church,  Va. 

Death  taxes 

Sir:  John  Steele  Gordon  referred  to 
the  favorable  exclusions  in  the 
income  tax  proviso  from  Congress 
(Other  Comments,  Apr.  7).  Con- 
versely, I  would  like  to  add  the  egre- 
gious tax  that  Californians  pay  for 


death  in  the  form  of  a  cremation  tax 
and  an  interment  tax.  It  has  been  said 
that  one  cannot  escape  dearth 
and  taxes. 

How  true. 
-Rosalie  H.  Mechanic 
Santa  Cruz,  Calif. 

Hands  off 

Sir:  Steve  Forbes  was  right  on  for 
telling  Mr.  Alan  Greenspan  to  stop 
tampering  with  the  interest  rates 
(Fact  and  C>omment,  Apr.  21). 
Unless  Mr.  Greenspan  shows  us  a 
control  chart,  calculates  his  control 
limits  and  tells  us  the  rules  he  is 
using  to  adjust  interest  rates,  we 
should  keep  telling  him,  "Don't 
touch  that  knob!" 
-Dale  Malone 
Austin,  Te.x. 


Oops! 

Sir:  Re  "Blowing  bubbles"  (Apr  21). 
I  was  misquoted.  Instead  of  GE's  cor- 
porate "line"  of  a  mix  of  80%  internal 
growth  and  20%  achieved  via  acquisi- 
tions, the  quote  appeared  as  "ge 
Capital's  official  lie." 
-Nicholas  P.  Heymann 
Vice  President 
NatWest  Securities 
New  York,  N.T. 

We  apologize  for  the  dropped  '^w.^-Ed. 

What  myth? 

Sir:  The  second  myth  advanced  by 
your  analysis  of  index  flinds  ("What 
the  sales  brochure  didn't  tell  you," 


Apr.  7)  appears  to  be  no  myth  at  all. 
The  writer's  contention  is  that  the 
median  precost  returns  of  money 
managers  approximate  the  average 
returns  of  the  s&p  500,  hence 
approximately  half  of  the  money 
managers  will  outperform  the  index 
in  a  given  year.  However,  this  is  a 
faulty  comparison.  Because  of  a  lack 
of  persistence  in  returns  of  actively 
managed  mutual  funds  and  their 
much  higher  costs,  over  time  an 
index  that  tracks  the  s&P  500  pro- 
vides greater  returns  to  investors  than 
the  vast  majority  of  active  money 
managers.  No  myth. 
-Donald  R.  Lichtenstein 
Associate  Professor  of  Marketing! 
University  of  Colorado 
Boulder,  Colo. 


Big  cheater 


Sir:  "But  I'm  a  nobody"  (Mar  24) 
says  the  iRS  is  aggressively  prosecut- 
ing small-time  tax  cheats,  even  in 
what  you  imply  are  marginal  cases 
involving  only  small  tax  deficiencies. 
Fair  enough.  I  was  surprised,  howev- 
er, that  you  selected  Roger  Chastain 
to  be  your  poster  child  for  that 


proposition.  I  prosecuted  Roger 
Chastain.  He  deliberately  set  out  to 
cheat  the-  IRS,  and  succeeded  in  doing 
so  for  years.  Persons  who  engage  in 
such  conduct  richly  deserve  prosecu- 
tion.  Indeed,  in  my  view,  they 
deserve  more  than  the  four  months 
of  prison  time  and  four  months  of 
half\vay- house  time  to  which  Chas- 
tain was  sentenced. 
-Benjamin  B.  Wagner 
Assistant  U.S.  Attorney 
Sacramento,  Calif.  H 
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Tortellini  from  Bologna.  Barolo  from 
Piemonte.  Magnifica  from  Alitalia. 


Introducing  Magnifica  Class  from  Alitalia.  A  new  class 
of  service  that  encompasses  the  very  best  of  Italy.  The 
finest  foods  from  our  land  and  our  seas.  The  finest  wines 
from  our  vines.  The  warmth  and  care  of  a  people  who 
have  turned  living  into  an  art  form. 

Every  detail  in  Magnifica  is  first  class,  from  our  luxu- 
rious electronically  controlled  seats,  to  our  award-winning. 


five-star  meals,  presented  by  attendants  outfitted  exclusively 
by  Armani.  And  when  you  arrive,  a  driver  will  be  waiting 
to  whisk  you  to  your  final  destination  in  Rome  or  Milan. 

Best  of  all,  you  can  fly  Magnifica  to  Italy  for  the  price 
of  a  business  class  ticket.  For  more  information  on  this 
outstanding  new  service,  call  Alitalia  at  1-800-223-5730. 
MAGNIFICA  CLASS.THE  BEST  OF  ITALY.       ^  ^>S*s^ 


Alitalia  participates  in  the  frequent  flier  programs  of  (Continental  and  US  Airways.  Newark  flights  operH(<'d  in  parlncrship  with  Continental  Airlines  and  feature  Busincssl-  irst^"'  serv  ice. 


'It's  important  to  believe 

my  family's  safe." 

Wesley  Howard 
Loyal  Ford  Owner 


"/ feel  safe  in  this  car." 

Anrie  Kimble 
Former  Import  Owner 


"/  feel  like  I'm  getting 

a  safe,  solid,  valuable  ride" 

Dennis  Bryant 
Former  Import  Owner 


TALK  ABOUT  A 
SAFE  INVESTMENT 


STARTING  AT 

$18,545 


FORD  TAURUS 

THE  BEST-SELLING  CAR  IN  AMERICA 


•  SAFETY  CELL  CONSTRUCTION  •  IMPACT-ABSORBING  "CRUMPLE  ZONES"  •  SIDE  DOOR 
BEAMS  •  STANDARD  DUAL  AIR  BAGS  (ALWAYS  WEAR  YOUR  SAFETY  BELT)  •  AVAILABLE 
SIX-PASSENGER  SEATING  •  24-VALVE,  DOHC  DURATEC  V-6  ENGINE"*  www  ford.com 

•■97  Taurus  G  MSRP;  LX  ShOWn  w/PEP  210A  MSRP  $23,870.  Tax,  title  extra.  "LX  model  only. 


Ford 
Credit 


HAVE  YOU  DRIVEN  A  FORD  LATELY? 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


DONT  BE  AFRAID  TO  FIGHT 


Republicans  should  again  become  the  happy  warriors 
battling  taxes.  They  should  boldly  reoccupy  the  high 
moral  ground  they're  now  in  danger  of  losing  in  the 
name  of  a  budget  deal  with  the  White  House. 

Beltway  pachyderms  should  proudly  put  forth  the  fol- 
lowing, making  it  clear  that  these  are  way  stations  on  the 
road  to  junking  the  current  tax  code: 

■  Abolish  the  capital  gains  tax.  Make  the  point  that  this 
levy  is  the  equivalent  of  taxing  trees  in  the  orchard,  which 
results  in  fewer  trees  planted  and  less  fruit  harvested. 

■  Substantially  increase  the  exemption  for  dependent  chil- 
dren to,  say  $6,000  to  $8,000  per  child.  After  all,  that  is 
what  it  would  be  today  if  the  1948  deduction  of  $600 
had  kept  up  with  the  cost  of  living  and  real  wage  growth. 

■  Abolish  the  marriage  penalty.  The  case  for  this  is 
self-evident. 

■  Abolish  the  earnings  penalty  for  Social  Securit)'  recipi- 


ents who  wish  to  continue  working.  Recipients  between 
ages  65  and  69  face  an  effective  tax  rate  of  up  to  85%. 

■  Abolish  death  taxes. 

■  Make  the  Social  Security  tax  deductible.  People  are 
effectively  paying  a  tax  on  a  tax.  This  would  provide  im- 
mense relief  to  lower-  and  middle-income  workers. 

Let  Clinton  and  his  minions  bellyache  that  all  this  is 
unaffordable,  that  doing  what  is  right  and  fair  for  Amer- 
icans is  unrealistic,  unnecessary  and  "selfish."  Let  them 
defend  the  corruptingly  complex  tax  code.  The  GOP  will 
then  have  drawn  exciting  battle  lines  for  1998's  elections. 

While  the  Republicans  are  at  it,  they  should  once  and 
for  all  declare  their  independence  from  so-called  static 
analysis,  which  assumes  people's  behavior  is  not  affected 
by  changes  in  the  tax  code.  The  Congressional  Budget 
Office  employs  this  preposterous  method  to  "score"  the 
revenue  effects  of  changes  in  our  tax  laws. 


THEY'RE  COMING  DOWN 


Interest  rates  are  too  high,  given  the  level  of  inflation. 
The  primary  villain,  of  course,  is  the  uncertainty  created 
by  the  rudderless  Clinton  Administration.  The  major 
accomplice  is  the  Federal  Reserve,  which  has  been  grad- 
ually squeezing  credit  for  months. 


One  way  or  another,  the  nominal  price  of  renting  money 
will  be  cut.  If  tlie  squeeze  continues,  real  interest  rates  will 
stay  high  even  as  nominal  rates  fall.  If  a  sensible  bargain  is 
struck  on  the  budget  (i.e.,  tax  cuts  zwd. genuine  spending 
restraints),  rates  will  come  down  because  uncertainty  will  ease. 


WHY  NOT? 


Many  companies  offer  employees  so-called  Section  125 
health  care  plans.  At  the  beginning  of  a  year,  individuals 
can  elect  to  have  an  amount  of  pretax  money  deducted 
from  their  paychecks  to  be  used  for  medical  expenses. 
The  trouble  is,  the  employee  loses  any  unspent  fiinds  left 


in  the  account  at  year's  end.  In  other  words,  use  it  or  lose 
it.  That's  why,  for  instance,  people  suddenly  splurge  on 
designer-frame,  prescription  sunglasses  in  December. 

Why  doesn't  Congress  let  people  roll  over  the  remain- 
ing money? 


IMPERIAL  JUDGES 

A  FEDERAL  JUDGE  has  ruled  CaUfornia's  term  limits  law  our  Founding  Fathers  never  intended  them  to  have, 
unconstitutional.  The  judge  declared  that  the  limits  These  limitations  were  passed  through  a  1990  ballot  ini- 
were  too  strict,  too  "extreme"  because  once  a  politico's    tiative.  If  people  want  strict  rules  on  how  many  years  one 


time  in  a  certain  office  was 
up,  he  or  she  couldn't  hold 
that  office  again  during  his 
or  her  lifetime. 

This  decision  is  another 
example  of  the  courts'  arro- 
gantly arrogating  powers 


California  State  Term  Limits 
Overturned  by  FederalJudge 


-New  York  Times 


can  serve  in  a  particular 
office,  what  gives  an  un- 
elected  judge  the  right  to 
gainsay  them.' 

There  is  a  lifetime  limit 
for  the  office  of  governor  in 
Missouri:  two  terms,  peri- 


Forbes  ■  May  19,  1997 


27 


od.  And  what  about  the  22nd  Amendment,  which 
restricts  a  president  to  two  terms,  consecutive  or  not?  If 
such  restrictions  can  be  appHed  to  governors  and  presi- 
dents, why  not  state  legislators— if  the  voters  so  choose? 

Most  professional  politicos  despise  term  limits,  and  the 
courts  too  often  share  their  antipathy.  But  voters  don't, 


and,  by  the  way,  neither  did  the  Founding  Fathers,  who 
almost  wrote  term  limits  into  the  C'.onstitution.  People 
recognize  the  beneficial  effect  greater  citizen  participation 
would  have  on  American  politics.  The  courts  have  no 
business  treating  politics  as  if  it  were  a  medieval  guild  with 
strict  restrictions  on  outsiders  getting  in. 


TAKE  CLINTON'S  LETTER  SERIOUSLY 


Opponents  of  the  recently  ratieied  Chemical 
Weapons  Convention  contemptuously  dismiss  the  letter 
President  Clinton  sent  to  Senator  Lott  as  not  worth  the 
paper  it  is  written  on.  The  missive  implied  that  the  U.S. 
would  withdraw  from  the  treaty  if  it  turned  out  to 
endanger  our  security  or  facilitated  the  spread  of  poison 
gas  technology.  The  skeptics  are  right:  Clinton  casually 
makes  promises  and  even  more  casually  discards  them. 

But  that  letter  could  be  used  by  the  next  president  as  jus- 
tification for  pulling  out  of  this  ill-begotten  agreement.  Clear- 
ly, Iran,  China  and  others  have  no  intention  of  living  up  to 


the  treaty's  purj:)ose  of  abolishing  these  hideous  weapons. 
In  the  meantime,  prodefense  members  of  Congress  should 
use  the  letter  to  hammer  the  White  House  when  violations 
come  to  light — as,  if  we  care  to  look,  they  certainly  will. 

In  1975  the  Soviet  Union  signed  human  rights  guar- 
antees in  order  to  get  the  West  to  diplomatically  acknowl- 
edge its  hegemony  over  Eastern  Europe.  American  skep- 
tics thought  the  so-called  Helsinki  agreements  a  terrible 
bargain.  But  dissidents  took  those  words  seriously,  which 
helped  to  undermine  the  Soviet  Empire.  We  should  use 
the  Clinton  letter  in  the  same  manner. 


REMEMBERING  THE  MAN— BUT  NOT  THE  MESSAGE 


Germany  is  celebrating  the  centennial  of  die  birtii  of 
Ludwig  Erhai'd,  die  post-World  War  II  economics  minister 
who  made  possible  the  country's  extraordinary  reemergence 
as  an  economic  powerhouse.  Next  year  mark^  the  50th  an- 
niversary of  what  he  is  most  remembered  for,  creating  the 
dcutschc  mark.  Yet  not  long  thereaft:er,  die  D-mark  is  slated 
to  disappear  into  the  new  continental  currency,  the  Euro. 
Bonn  is  hoping  die  Euro  will  rev  up  Western  Europe's  lag- 
gard economies  the  way  the  D-mark  did  Germany's.  It  won't. 

Erhard  was  a  relendess  tax-cutter  and  deregulator.  Against 
Allied  wishes,  he  virtually  scrapped,  overnight,  a  vast  panoply 


of  controls  and  a  counterproductive  rationing  regime.  As  a 
result,  numerous  new  companies  emerged.  Entrepreneurship 
flourished.  The  standard  of  living  went  up  and  up,  and  the 
deutsche  mark  became  a  symbol  of  rectitude  and  strength. 

Today,  sadly  and  ironically,  Germany's  sound  economy  is 
imperiled  because  of  overtaxation  and  overregulation.  As 
the  economy  stagnates  and  unemployment  rises,  pressures 
wall  grow  to  manipulate  the  currency  in  the  mistaken  belief 
that  such  monetary  monkeying  will  create  prosperity. 

More  than  ever,  Germans  should  relearn  what  Erhard 
taught  them  decades  ago. 


WHERE  THE  MONEY  IS 

The  Partner — by  John  Grisham  (Doubleday,  $26.95).  larger  as  the  victim  waits  for  the  next  session.  Three  days, 
This  Grisham  gripper  will  keep  you  glued  fi-om  start  to     and  most  people  break  and  crumble  into  small  pieces.  Guy 


finish.  A  ftigitive  lawyer,  who  has  stealthily  stolen 
$90  million,  is  captured  in  Brazil,  and  an  always 
intriguing  tale  of  schemes,  skullduggery,  betray- 
al, plots  and  counterplots  unfolds.  Even  the  lat- 
ter part  of  the  book,  absent  the  tension,  is  a 
page-turner.  By  book's  end,  most  everyone  has 
received  their  just  desserts. 

Excerpt:  TJje  best  results  come  after  three  days  of 
episodic  [torture].  The  more  obstinate  wills  are 
slowly  broken.  The  pain  is  dreamed  of  and  looms 


didn't  have  three  days.  His  prisoner  was  not  one 
taken  in  war,  but  a  U.S.  citizen  wanted  by  the  FBI. 

Excerpt:  The  press  had  arrived  early  and  taken 
the  pfood  seats.  Since  Mississippi  was  one  of  the 
remaining  few  states  with  the  £ood  sense  to  ban 
cameras  from  the  courtroom,  the  reporters  would  be 
forced  to  sit  and  watch  and  listen,  then  put  in  their 
own  words  what  they  saw.  They  would  be  forced  to 
he  real  reporters,  a  task  for  which  most  of  them  were 
ill-equipped. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilledwisdont  of  brothers  Bob,  Kip  and  Tim,  and  other  ¥oKRVS  eatery  experts  Jeff  Cunninffham  and  Tom  Jones. 


•  Parioli  Roman issimo— 24  East  8Ist  St.  (Tel.:  288- 
2391).  Ambience,  service  and  food  are  first-class.  Appetizers: 
risotto  with  porcini  mushrooms;  prosciutto  di  Parma  served 
with  figs;  baby  artichokes  filled  with  minced  vegetables 
topped  with  bacon — perfect.  Main  courses:  sea  scallops  with 
morel  mushrooms  drizzled  with  citrus  butter  sauce;  sauteed 
veal  chop;  grilled  striped  bass  drizzled  v\ith  parsley-scented 
olive  oil — beautifi.illy  prepared.  The  cheese  cart:  Wow! 

Le  Perigord-^'05  East  52nd  St.  (Tel.:  755-6244).  This 
doesn't  live  up  to  expectations:  Stew  is  bland,  Dover  sole 
overcooked,  crab  cakes  disappointing.  Too  many  tables  are 


crowded  in,  with  the  result  that  all  sense  of  privacy  and  lux- 
uiy  are  absent.  Service  is  helter-skelter,  with  no  graciousness. 

Les  HalIes-^11  Park  Ave.  South  (Tel.:  679-4111). 
Crow  ded,  noisy  bistro  that  does  a  very  Parisian  lunch.  Go 
for  the  onion  soup  and  the  steak  frites,  and  w^ash  it  all 
down  with  a  draft:  Belgian  beer. 

•  Ithaka-^8  Barrow  St.  (Tel.:  727-8886).  Light,  airy, 
st)'lish  Greek  restaurant,  second  only  to  Periyali.  The  menu 
is  lai-gely  traditional  (taramosalata,  moussaka,  souvlaki);  fish, 
meat  and  vegetables  are  fi-esh,  simply  prepared  and  oft:en 
grilled.  Desserts  add  just  die  right  sweet  touch.  H 
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ALANCF.D  NUTRITION 
LASTING  ENERGY'" 
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DwerBar-  energy  bar  flavors-  chocolate,  malt-nut,  wild  berry,  apple-clnnanion,  banana,  mocha,  peanut  butter,  oatmeal  raisin  ©1997  Poweilood.lnc.    800. 58. POWER,  In  Canada-  800.500.5634,  www.powerbar  com 


HELPING  THE  HELPERS 


D.C.  CENTRAL  KITCHEN 


£1:'  -  1« 


Providing  food  to  nourish  the  body 

In  Washington,  D.C,  surplus  food  doesn't  go  to  waste.  Perfectly  good  leftover  food  from 
caterers,  restaurants  and  hotels  goes  to  the  needy,  thanks  to  an  inspiring  group  of  people. 

D.C.  Central  Kitchen  is  a  program  that  feeds  the  hungry  and  nourishes  the  soul  by  training  ! 
homeless  people  for  real  jobs  in  the  food-service  industry.  It's  also  a  shining  example  of 
providing  hope — and  2,500  meals  a  day.  With,  of  course,  very  few  leftovers. 

and  training  to  nourish  the  mind. 

For  forty  years,  the  Philip  Morris  family  of  companies  has  been  a  leader  in  supporting 
innovative  programs  in  communities  worldwide.  As  the  nation's  largest  food  company, 
Philip  Morris  is  dedicated  to  helping  provide  food  to  people  in  need.  Our  partnership  with 
D.C.  Central  Kitchen  is  just  part  of  a  commitment  to  enhancing  the  quality  of  our  world.  We  urge 
you  to  become  a  part  of  the  solution,  and  join  us  in  supporting  D.C.  Central  Kitchen  today. 

I 

D.C.  Central  Kitchen 

425  Second  Street,  NW,  Washington,  D.C.  20001 
(202)  234-0707 
www.dccentralkitchen.org 


PHILIP  MORRIS  COMPANIES  INC. 

KRAFT  FOODS,  INC.      KRAFT  FOODS  INTERNATIONAL,  INC.      MILLER  BREWING  COMPANY 
PHILIP  MORRIS  INTERNATIONAL  INC.      PHILIP  MORRIS  U.S.A. 


Other  Comments 


against  retirement  savings  by  younger 
taxpayers.  As  a  result,  we  estimate  the 
Contract  proposal  would  reduce  the 
economy-wide  marginal  tax  rate  on 
capital  by  1 .2%,  and  would  lower  the 
cost  of  capital  by  1.1%.  By  the  year 
2000,  the  resulting  higher  im  estment 
would  increase  capital  formation  in 
the  U.S.  by  $332  billion. 
-Gary  &  Aldona  Robbins,  for 

TaxAction  Analysis,  Institute  for 

Policy  Innovation 

Woman's  Work 

It  had  not  been  a  very  satisfying  day 
but  then  most  of  my  days  are  the  same: 
checking  and  cross-checking,  filling  in 
blanks,  detail  work  absolutely  essential 
to  the  job  but  scarcely  dramatic.  The 
basic  characteristics  of  an\'  good  in\  esti- 
gator  are  a  plodding  nature  and  infinite 
patience.  Societ\'  has  inadx  ertendy  been 
grooming  women  to  diis  end  for  years. 
-M'^  is  for  Alibi,  by  Sue  Grafton 

Right  on  the  Mark 

Through  1947  and  carh- 1948,  [Ger- 
many's] currency-reform  effort  re- 
quired Germans  to  trade  their  old 
mone\'  in  for  new  marks  at  a  ten-to-one 
rate,  reducing  the  supply  of  mone\'  hv 
more  than  90%.  Citizens  received  60 
marks  each  to  begin  dieir  new  li\'es.  It 
wasn't  much,  but  many  kept  their  jobs, 
and  were  paid  m  the  new  currena'. 

Ludwig  Erhard  made  the  economic 
miracle  stick.  [He  eased]  the  rationing 
of  all  but  the  most  basic  goods  and 
[announced]  diat  an  end  to  price  and 


wage  controls  wf)uld  follow.  Strong 
growtli,  budgetary  sur^iluses  and  pri- 
vate-sector profits  resulting  fi-om  the 
stable  mark  and  the  fi-ee  economy  gen- 
erated enormous  prosperity'. 
-AAim-  Shlaes,  The  New  Yorker 

As  the  dreadful  Clinton  experience 
has  shown,  improvisation  without  a 
governing  philosophy  to  hold  it  in 
check  can  easily  degenerate  into  a 
stuftless,  poll-driven  opportunism. 
-David  Marquand,  former  mod- 
erate Labor  Member  of  Parliament 
and  currentiy  principal  of  Mansfield 
College,  Oxford,  in  New  York  Times 

Cutting  Themselves  Out 

Zeroing  out  the  capital  gains  tax 
now  would  be  a  major  "windfall"  for 
the  43%  of  Americans  holding  equit}' 
in  the  stock  market. 

The  market  today  has  become  a 
middle-class  institution;  if  the  Dem- 
ocrats let  themselves  be  maneuvered 
into  opposing  what  is  good  for  the 
market — and  that  will  be  their  first 
reflex — they  will  be  placing  their 
part)'  foursquare  against  the  interests 
of  the  broad  middle  class. 
-Joshua  Gilder,  senior  director. 

White  House  Writers  Group, 

Wall  Street  Journal 

Live  It  Up 

One  need  not  be  80  or  90  to  under- 
stand that  there  comes  a  time  to  be  ti- 


What  Really  Counts 

Baseball  is  dreams.  I  used  to  talk  to 
Bart  Giamatti  about  it,  and  I  said  to 
him,  "You  gave  up  the  presidcncv'  of 
Ydc  to  be  president  of  the  National 
league  and  subsequendy  commission- 
er of  baseball."  He  said,  "Wouldn't  you 
gi\'c  up  an>'diing  to  be  commissioner  of 
baseball.^"  Sure.  You  make  me  commis- 
sioner of  baseball  tomorrow,  I'm  gone. 
Know  why?  No  one  sits  in  fi-ont  of  you. 
-L\RRY  King,  on 
Talkiiijj  with  David  Frost 

The  Truth  Hurts 

Who  is  most  likcK'  to  tell  \'ou  tiic 
trutii — a  prostitute,  a  used  car  salesman 
or  a  politician.'  In  a  Januar\'  poll,  men, 
women.  Republicans,  Democrats,  inde- 
pendents, liberals,  moderates  and  con- 
ser\atives  were  in  agreement.  Nation- 
ally, 55%  picked  die  prostitute,  12%  die 
politician,  11%  the  used  car  salesman. 
-Karlto  Bowman, 
The  Women  's  Quarterly 

Roll  It  Back 

[A  PROPOSAL  in]  die  Contract  widi 
America  would  gradually  roll  back  in- 
come taxation  of  Social  Security'  bene- 
fits by  7  percentage  pouits  each  year.  By 
1999,  die  maximum  amount  of  bene- 
fits diat  could  be  included  in  uicome 
for  tax  purposes  would  return  to  50%. 

Remrning  to  the  1983  tax  treat- 
ment of  benefits  would  reduce  the 
penaltN'  against  retirement  savings  for 
middle-income  retirees.  More  impor- 
tant, it  would  reduce  the  penalty 
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red,  or  sick,  or  caught  up  by  the  desire 
to  reflect  on  one's  lite.  That  time  will 
come  for  each  of  us.  But  it  will  come 
later.  The  challenge  is  to  explore  the 
broad  terrain  of  longer,  fuller  lite  with 
intelligence  and  respect.  Florida  Scott- 
Maxw  ell  reported  her  findings  in  "The 
Measure  of  My  Days,"  a  diary  she 
began  in  her  80s.  "Age  puzzles  me," 
she  wrote.  "My  70s  were  interesting 
and  fairly  serene,  but  my  80s  are  pas- 
sionate. I  gro^\'  more  intense  as  I  age. 
To  my  surprise  I  burst  out  with  hot 
com-iction.  I  must  calm  down." 
-Jack  Rosenth.\l, 
New  York  Times  Magazine  H 
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France  Telecom  just  opened  a  new  door 
in  broadcast  communications. 


We  proudly  announce 
GlobeCast,the  new  world  leader 
in  broadcast  sen/ices. 

From  around  the  world  to  your  front  door, 
our  new  GlobeCast™ division  transmits  more 
news,  entertainment  and  sporting  events  than 
anyone  else. 

So  when  you  watch  your  favorite  team 
in  the  NBA,  the  NHL,  Major  League  Baseball 
or  the  1998  World  Cup,  odds  are  we're  bringing 
it  to  you.  And  when  it  comes  to  major  events 
broadcast  on  ABC,  CBS,  Fox  or  NBC,  we're  there 
to  make  sure  you  see  it. 

GlobeCast's  video  service  is  another  of  the 
world-class  communications  capabilities  of 
FranceTelecom,  a  leader  in  voice,  data,  wireless, 
cable  and  online  services.  We  invite  you  to  visit 
us  at  www.francetelecom.com. 

Together,  we  can  build  the  world  to  come. 


FranceTelecom 


The  Prototype 


At  BMW,  we  see  no  reason  why  deceleration  can't  be  jusl 
as  impressive  as  acceleration.  In  fact,  it's  something  we 
demand  c  M  our  cars.  Designed  to  bite  hard  and  fast  a1 
temperatu      of  up  to  1300T,  the  brakes  on  our  BMW  M2 

For  more  information  call  1-300-334-4BMW,  visit  your  local  BMW  retailer  or  http;//www.bmwusa.com  i 


The  Finished  Article 


can  take  you  from  62mph  to  a  complete 
standstill  in  just  2.8  seconds.  Grip  enough 
to  make  even  the  jaws  of  a  great  white 
shark  appear  toothless  by  comparison. 

j  The  BMW  name  and  logo  are  registered  trademarks  ©1997  BMW  AG. 
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What  can 
we  do  to  get 
noticed  ? 


B  I  o  w  a  f 


In  Nova  Scotia,  that's  what  we're  preventing.  In  orie  of  Canadas  eastern  provinces,  knowledge  is 
power.  Uterally  Our  speaaj  teowledge  of  network  computing  keeps  electrical  power  flowing  throughout  Nova  Scotia.  That's  why 
Nova  Scofla  Power,  Inc.  chose  Sun  fqr  the  job.  Just  as  major  utihty  companies  in  the  United  States,  Britain,  and  Japan  did,  too.  From 
The  beginning,  the  networfciias  been  as  inte^  to  Siin  as  the  power  grid  is  to  the  utilities.  It  lets  us  deliver 

information  to  enterprises  worWwide  in  wax-s  that  no  other  computer  company  can.  Which  does  more  ^^^^  ^^i^/^l/ 
than  keep  the  lights  on.  It  can  energiife  N  our  entire  corporation.  THE  NETWORK  IS  THE  COMPUTERS"  microsystems 


ilicrssystarr,;, A  ■ '  j-.ts  reseivsd : 
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Commentanr 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


CAMPAIGN  FUNDING  REFORM  NOW 


With  so  much  agreement  on  the  need  for  campaign  fi- 
nance reform,  one  woulct  think  it  would  be  easy  to  accom- 
plish, but  there  is  still  no  universally  accepted  solution. 

How  have  we  gotten  into  such  a  state?  The  enormous 
cost  of  national  and  statewide  campaigns  is  a  key  prob- 
lem. The  cost  of  everything  is  going  up — printing,  televi- 
sion and  radio  time,  consultants'  and  experts'  fees,  polls, 
surveys,  focus  groups,  computer  analysis,  headquarters, 
etc.  And  voters  expect  expensive  campaigns.  Even  when 
I  first  ran  for  office — the  California  legislature  in  1952 — 
the  first  questions  asked  were,  "Where  are  his  bill- 
boards?"; "Where  are  his  radio  spots?"  My  constituents 
drew  a  simple  conclusion:  No  one 
can  be  a  serious  candidate  with-  5 
out  all  of  that  costly  apparatus.  ^ 

Another  factor  is  the  belief  that 
the  outcome  depends  on  how 
often  expensive  campaign  mes- 
sages are  pounded  into  voters' 
homes  and  consciences.  Anything 
increasingly  expensive  advertising 
and  marketing  experts  recom- 
mend is  likely  to  be  adopted,  and 
so  the  increasingly  enormous 
sums  required — or  perceived  to 
be  required — must  be  raised. 

And  here  is  where  the  problem  arose  in  1996.  After 
the  crushing  defeat  of  the  Administration's  daft  1993 
health  care  scheme  and  the  even  more  crushing  defeat  of 
the  1994  congressional  elections,  President  Clinton 
accepted  the  idea  that  the  only  way  he  could  win  in 
1996 — and  winning  was  the  only  goal — was  to  steal  the 
OOP's  ideas  that  had  proved  so  popular  and  to  start 
campaigning  at  the  beginning  of  1995.  The  fiinds  to  do 
this  were  needed  immediately 

When  Clinton's  people  say  they  did  only  what  everyone 
else  has  always  done,  they  cannot  be  serious.  While  all  can- 
didates need  to,  and  do,  raise  campaign  ftands,  there  has 
never  been  anything  on  the  scale  of,  or  as  brazen — with  so 
many  sources  squeezed — as  the  1995-96  campaign.  Illegal 
solicitation  ft-om  federal  buildings  and  offices — with  all  the 
threats  or  hopes  that  offers;  the  wholesale  use  of  die  White 
House  itself  to  raise  ftinds — the  "overnights,"  to  use  Mr. 


Clinton's  elegant  phrase;  the  rides  on  Air  Force  One;  the 
enormous  sums  collected  fi"om  Asian  and  other  foreign 
businesses,  each  hoping  for  fiiture  U.S.  government 
favors,  all  produced  a  general  agreement  that  this  was  a 
very  bad,  tawdry  and  unwholesome  business.  (And  for 
this  Administration,  alongside  these  issues  lingers  Webster 
Hubbell.  Substantial  payments,  solicited  by  highly  placed 
Clinton  officials,  were  made  to  this  friend  of  the 
Clintons,  who  resigned  from  office  under  suspicion  of 
fraud.  The  ftinds  were  given  so  shortly  before  Mr. 
Hubbell  pleaded  guilty  that  he  could  not  have  performed 
any  services  for  his  generous  donors.  Were  these  dona- 
tions  made  to  secure  his  silence?) 

For  all  these  reasons  most  peo- 
ple feel  we  need  campaign  finance 
reform,  but  we  are  already  using  a 
highly  promoted,  earlier  reform — 
government  fiinding.  However, 
none  of  the  rules  relating  to  this 
prevent  the  parties  from  raising 
vast  additional  sums  (the  so-called 
soft  money)  from  corporations, 
under  the  guise  of  strengthening 
party  organizations  and  getting 
No  part  of  this  House  should  ever  be  for  sale.         out  the  vote,  etc. 

A  Few  Things  We  Should  Try 

■  Full  and  immediate  disclosure  of  all  contributions, 
whether  to  candidates,  parties,  political  action  commit- 
tees or  anything  else  that  benefits  the  campaign,  direcdy 
or  indirecdy.  Gifts  could  not  be  used  in  any  way  until  the 
names  of  the  givers  were  made  public. 

■  A  ban  on  all  foreign-originated,  direct  or  indirect  gifts. 
They  are  harder  to  trace  and,  because  nothing  is  given 
without  something  expected  in  return,  such  gifts  could 
have  (and  probably  have  had)  adverse  effects  on  our  for- 
eign policy — when  we  have  one. 

■  All  hands,  from  whatever  source,  benefiting  political 
parties  or  organizations  that  support  political  parties  to 
be  disclosed  immediately  upon  receipt  of  the  gift. 

These  are  some  first  steps  that  could  easily  be  taken 
now,  well  in  advance  of  the  next  congressional  and  pres- 
idential elections.  M 
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ow  is  always  the  hardest  time  to  invest. 


What  should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

At  U.S.  Trust,  we  believe  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always  attractive 
opportunities.  But  to  profit,  you  must  participate. 

We've  been  identifying  profitable  investments  for  clients  and  their  families  since  1853. 
During  that  time,  we  have  developed  an  investment  philosophy  that  has  enabled  us  to  become  one  of 
America's  premier  asset  management  institutions. 

It's  a  philosophy  that  stresses  investing,  not  trading,  and  follows  a  disciplined,  proven 
approach  to  maximize  after-tax  returns. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared  to  act. 
If  you'd  like  more  information,  call  Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or 
visit  our  web  site  at  www.ustrust.com. 


NEW  YORK     BOCA  RATON     COSTA  MESA     DALLAS     GARDEN  Cm'     GREENWICH     HOUSTON     LOS  ANGELES 
NAPLES    PALM  BEACH    PORTI,AND    PRINCETON    SAN  FRANCISCO    STAMFORD    WASHINGTON  D  C.    WEST  HARTFORD 
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The  mighty  Teenie  Beanie  Baby 
multiplieir  effect 


BY  LEWIS  D'VORKIN 


'1  went  to 
McDonald's 
and  the  Teenie 
Beanie  Babies 
are  all  gone. 
Mommy  says 
maybe  you  can 
find  one." 
Uh-oh. 


Let's  call  it  the  Teenie  Beanie  Baby  Curve — 
not  to  be  conflised  with  the  Laffer  Curve. 
Give  away  100  million  of  these  cute,  cuddly 
creatures,  then  watch  spending 
rise  and  the  economy  soar. 
McDonald's  understands  the 
curve:  It  sells  Teenie  Beanie 
Baby  Happy  Meals.  These  little 
stuffed  animals  have  what  econ- 
omists   call    a  multiplier 
effect. 

Listen    to    what  one 
uncle  pumped  into  the 
economy  to  please  his  cud- 
dly    6-year-old     niece  in 
Champaign,     111.  Dialog: 
"Uncle  Lewis,  could  you 
do  something  for  me?" 

Anything,  Danielle,  you 
name  it. 

"I  went  to  McDonald's, 
and  the  Teenie  Beanie  Babies  are 
all  gone.  Mommy  says  maybe  you  can  find 
one." 

Uh-ok 

So  off  I  go — to  one  McDonald's  .  .  .  and 
another  .  .  .  and  another  (subway  tokens:  $6). 


Finally  I  locate  a  Teenie  Beanie  Baby  lamb 
named  Chops.  To  get  Chops,  I  order  the 
Happy  Meal  ($2.16).  Burger  in  hand  I 
drip  ketchup  and  pickles  on  my 
Joseph  Abboud  tie.  To  the  cleaners? 
Forgetaboutit!  This  is  New  York 
(replacement  tie:  $65). 

Teenie  Beanie  Baby  thing 
in  my  possession,  I  call  my  sis- 
ter. "Do  you  have  it?"  she 
snaps.   (Whatever  happened  to 
hello?)    "Dani's    afraid  you 
won't      come  through." 
Chastened,    priority  mail 
wouldn't    do;    I  needed 
FedEx    tracking    for  this 
overnight  delivery:  $15.30). 
One  Teenie  Beanie  Baby  contributes 
$88.46  to  the  economy.  Of  course,  it 
doesn't  cost  everyone  the  price  of  a  tie, 
but  what  about  gas,  shoe  leather,  parking 
tickets,  the  inevitable  car  accident?  My  $88.46 
might  well  have  been  a  bargain. 

Let's  recap:  100  million  times  $88.46  equals 
$8,846,000,000  in  spending.  Like  I  said,  for 
real  economic  stimulus,  Arthur  Laffer  is  out, 
Ronald  McDonald  is  in. 


Hello,  this  is  pHsoner 
5647  calling 


BY  ALEXANDRA  ALGER 


My  sister 
called  the 
prison  warden. 
Her  caller  is 
serving  two 
life  sentences 
for  murder. 


You  THINK  getting  sales  calls  during 
dinner  is  bad?  How  about  a  call  from 
a  prison  inmate?  How  about  many, 
many  calls  from  a  prison  inmate? 

This  happened  to  my  sister  not 
long  ago.  Her  phone  rang.  "Hello?" 
It  was  an  automated  MCl  operator 
announcing  a  collect  call  from  some- 
one in  the  Ohio  penitentiary  system. 
My  sister  doesn't  know  anyone  in 
prison.  She  hung  up. 

This  fellow  was  tenacious.  He 
tried  again  the  next  day — twice. 
Over  the  course  of  two  months,  my 
sister  had  received  a  dozen  calls. 
Then  a  formal  introduction  arrived 
in  die  mail.  Scott — that  was  the 
chap's  name — hailed  from  a  state  prison  in 
Mansfield,  Ohio.  He'd  seen  my  sister's  self- 
portrait  in  an  art  magazine  and  was  inspired. 


Could  she  give  him  a  few  tips — one  artist  to 
another?  He  enclosed  a  crude  pencil  sketch 
he'd  made  of  her  self-portrait. 
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My  sister  called  tiie  warden  at  the  Mansfield 
Correctional  Institution,  who  told  her  Scott  is 
serving  two  life  sentences  for  aggravated  miir 
der.  It  seems  inmates  will  do  anything  to  corre- 
spond with  a  woman.  "He  probably  got  some- 
one else  to  do  that  drawing,"  the  .warden  said. 

riirns  out  my  sister's  problem  is  so  common 
that  phone  companies  now  offer  a  service  that 
blocks  calls  from  prisoners.  For  no  charge,  you 


can  request  a  block  from  any  federal  prison  and, 
come  summer,  from  any  state  prison — with  the 
exception  of  Texas,  where  inmates  are  permitted 
at  most  one  personal  call  e\ery  three  months. 

Inmate  block  in  place,  my  sister  is  still 
spooked  by  the  thought  that  he  knows  her 
address,  but  figures  she'll  be  living  elsewhere 
when  he  gets  out.  Happily,  he's  not  up  for 
parole  until  2008. 


Keeping  the  chief  executive  on  his  toes 


BY  DANIEL  ROTH 


Nate,  Al 
and  Michael 
Jordan  .  . . 
Shareholder 
concern  runs 
deeper  than 
dividends  and 
market  share. 


Shareholder  meetings  offer  investors  an 
opportunity'  to  voice  their  complaints.  So 
what's  to  complain  about  at  Wm.  VVrigley  Jr. 
Co..>  The  $2  billion  chewing  gum  company 
keeps  increasing  its  sales  and  margins;  the 
stock  is  up  tenfold  in  the  past  ciecatie. 

But,  as  Chief  Executive  William  Wrigley,  the 
founder's  grandson,  recently  found  out,  per- 
formance alone  won't  satisfy  everyone. 
Following  are  some  of  the  more  pressing  con- 
cerns of  Wrigley  shareholders,  as  recorded  in 
highlights  of  the  Mar.  5  meeting  sent  to  absent 
shareholders: 

•  "While  in  California  recently,  I  visited  Nate 
and  Al's,  one  of  the  largest  delis,  and  they 


didn't  have  one  stick  of  Wrigley 's  gum. 
Someone  shouki  get  in  touch  with  the  distrib- 
utor." (A  company  executive's  reply:  "I  notice 
our  salespeople  have  written  that  down,  and 
I'm  sure  they'll  be  looking  into  it  promptly.") 

•  "What  are  we  doing  about  using  the  Big 
Red  name  to  the  fullest  extent?"  ("Our 
options  are  limited — we  only  have  use  of  the 
Big  Red  name  for  chewing  gum.") 

•  "Does  anyone  know  what  kind  of  gum 
Michael  Jordan  chews  on  the  Bulls'  bench?" 
("We  haven't  had  an  opportunity  to  ask  him. 
But  with  a  50%  market  share  in  the  U.S., 
there's  a  50-50  chance  that  it's  one  of  our 
brands.")  H 
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The  weakening  yen  made 
Japanese  cars  more  compet- 
itive in  1997's  first  quarter. 
Japanese  carmakers  sold 
891,000  vehicles  here, 
50,000  more  than  in  1996's 
first  quarter.  Much  of  the 
gain  was  at  the  expense  of 
U.S.  carmakers  who  sold 
2,654,000  autos,  down  1.7%. 
Van  Bussmann,  chief  econo- 
mist at  Chrysler,  thinks  this 
trend  will  continue  in  a 
weakening  U.S.  car  market. 
His  estimate  for  1997:  U.S. 
down  327,000  units;  Japan 
up  152,000  units. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  mventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  c'aims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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By  the  time 
Jd  enoui 

will  have 
two  billion  n< 
mouths  to  feed. 

At  ADM,  we're  not  just 
looking  for  ways  to  feed 
em,  we're  working  to  j 
make  it  happen. 
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See  the  world  change  minute  by  minute  at:  www.admworld.com 


MARKETS 


The  stock  market  has  recovered  most  of  its  losses, 
but  a  lot  of  hot  stocks  haven't.  There's  a  lesson  here. 


The  great  skewenng 


By  Gretchen  Morgenson 

An  irrevocable  rule  of  momentum 
investing  holds  that  what  goes  up 
must  come  down.  Many  investors  in 
the  recent  crop  of  high-flying  tech- 
nology stocks  are  discovering  this 
rule  the  unpleasant  way. 

If  you  own  blue  chips,  you  are 
relieved.  The  market  has  snapped 
back  and  you  have  recouped  most  of 
your  losses.  But  not  if  you  own 
Shiva,  Quarterdeck  Corp.,  Netcom 
On- Line  Commimication  Services  or 
other  companies  recendy  beloved  by 
the  momentum  crowd. 

The  nine  charts  here  show  what 
happens  when  momentum  in\esting 
stops  working.  In  the  past  nine 
months,  $7  biUion  in  market  value 
has  vanished  in  these  nine  stocks. 
Some  are  good 
companies,   some  -^i 


MJJASONDJFMA 

As  this  integrated  circuit  maker  rock- 
eted to  a  value  of  $637  million,  insid- 
ers were  exiting.  In  May  1996  they 
dumped  1.2  million  shares,  4.4%  of  the 
stock  outstanding.  Nice  timing.  IMF's 
worth  $47.5  million  today. 


have  in  common:  They  were  pumped 
up  to  valuations  beyond  reason  until 
realit\-  dawned.  They  have  plent\'  of 
company  in  their  misery. 

At  its  peak  Shiva  was  valued  o-t-c 
at  $2.4  billion,  16  times  book  value, 
12  times  sales  and  143  times  earn- 
ings. Now  it's  trading  at  S225  mil- 
lion. Same  company,  one  difference. 
The  stock  lost  momentum. . 

Tempted  to  look  for  bargains  in 
these  busted  highfliers r  Unwise.  The 
momentum  players  have  moved  on. 
The  shares  will  almost  certainly  be 
dead  money  for  a  long  time. 

Once  more  investors  have  learned 
an  old  lesson:  Buying  a  stock  merely 
because  it's  going  up  is  a  dicey  game. 
For  awhile  you  might  make  monev, 
but  )'ou  always  end  up  giN'ing  it  back. 

So,  stay  away  from  stocks  that  are 
talked  up  on  the  Internet.  Investor 


The  Learning  Co. 


MJJASONDJFMA 

Momentum  funds  like  Fidelity, 
Aim  and  Amerindo  helped  drive 
this  software  company  to  a 
value  of  $920  million.  Not 
even  a  year  has  gone  by  and 
it  is  worth  $745  million  less. 


chat  rooms  are  wonderful,  open 
places  for  stock  touts  to  operate.  The 
touts  have  little  to  fear  from  regula- 
tors, even  if  they  post  outright  lies.  If 
a  stock  you  own  has  more  than  500 
posts  on  the  Internet — particularly  if 
it's  a  smallish  company — it's  a  safe 
bet  there's  a  lot  of  air  in  the  price. 

Example:  Search  America  Online 
for  Data  Dimensions  and  note  that  it 
comes  up  with  778  posts.  This  for  a 
litde  outfit  working  on  computer  ser- 
vices to  handle  the  date  change  for 
the  year  2000.  Be  wary. 

Look  also  for  evidence  of  day 
traders,  investors  who  use  the 
Nasdaq's  automated  small  order  exe- 
cution system,  called  SOES.  These 
investors  look  for  sharp  movements 
in  stocks,  then  piggy  back  onto  those 
moves.  This  drives  the  shares 
well  beyond  where  they'd  nor- 


Netcom  On-Line 


$50 
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This  moneylosing  Internet 
concern  carried  a  value  of 
some  $500  million  last  May. 
Less  than  a  year  later  the 
company  is  worth  $118 
million.  Ouch. 


Forbes  ■  Mav  19,  1997 


NetManage,  inc. 


Optical  Cable  Corp. 


Quarterdeck  Corp. 


$20 
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At  its  May  1996  peak,  this  networking 
applications  company  was  wortli 
almost  $800  million.  Today, 
$115  million.  Lost  value:  $662  million. 
As  the  stock  was  spiking,  insiders 
sold  150,000  shares. 


MJJASONDJFMA 

A  fiberoptic  cable  maker, 
it  had  a  peak  value  last  May 
of  $1.3  billion.  Today  investors 
think  the  company's  worth 
$392  million,  a  loss  of  $924  million 
in  market  cap. 


MJJASONDJFMA 

When  this  software  maker 
was  hot,  investors  valued  it 
at  $680  million.  Now  It's  worth 
$88  million.  More  than 
half  a  billion  dollars 
up  in  smoke. 


mally  go,  up  or  down.  Your  broker 
can  find  out  whether  SOES  traders 
have  targeted  a  stock  by  calhng  the 
firm's  over-the-counter  trading  desk. 
If  the  answer  is  that  the  soES  boys  are 
in  the  stock,  stay  away. 

Don't  own  stocks  with  significant 
insider  seUing.  What's  significant? 
Robert  Gabele  of  CDA/Investnet  says 
that  red  flags  fly  if  insiders  in  a  newly 


public  company  sell  more  than  20% 
of  their  holdings.  Look,  too,  at  past 
behavior.  Are  insiders  who  bought  in 
the  past  now  selling.^  Is  an  executive 
exercising  options  and  selling  the 
shares  to  make  only  a  few  points  in 
profit.^  Both  actions  could  signal 
trouble  ahead.  Your  broker  probably 
has  access  to  a  commercial  database 
that  can  get  this  information. 


If  you're  lucky  enough  to  own  a 
stock  that  is  spiking  for  no  apparent 
reason,  don't  get  greedy — just  get 
out.  You  might  miss  part  of  a 
momentum  move  up,  but  you  will 
avoid  the  sickening  experience  of 
riding  the  stock  down. 

Always  remember:  The  first  rule  of 
sound  investing  is  to  avoid  taking 
foolish  risks.  H 


Shiva  Corp. 


TSR,  Inc. 


Zitel  Corp. 
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MJJASONDJFMA 

From  May  to  December,  insiders  at  this 
hardware/software  connectivity  com- 
pany sold  245,000  shares,  almost  1%  of 
the  stock  outstanding.  Nonsellers  saw 
their  company's  value  go  from  $2.4  bil- 
lion to  $225  million. 


MJJASONDJFMA 

In  December  investors  bid  up  this 
contractor  of  computer  programming 
services  to  $146  million, 
almost  five  times  sales. 
Today  it's  worth  $53  million. 
Lost  value:  $93  million. 


I  1 

ASONDJFMA 

At  December's  top,  Zitel  Corp., 
maker  of  software  and  data  storage 
systems,  had  a  value  approaching 
$1.1  billion,  almost  50  times  sales. 
Today  Zitel  is  worth  $170  million,  so 
nearly  $1  billion  has  been  lost. 
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FUNDS 


The  1997  market  brea^  wasn't  severe 
enough  to  suit  the  bears.  They  are 
waiting  for  something  a  lot  worse. 


Un-bearable  market 

By  Thomas  Easton 

Mark  Rohi.r  i  son  of  the  Vontobel  Value  Fund  invests  in 

\  akie  stocks,  but  there  haven't  been  a  v\  hole  lot  of  values, 

traditionally  defined,  to  be  found  in  recent  markets.  The  $88 

million  fund  was  40%  in  cash  as  the  market  peaked  in 

February.  He  was  waiting  tor  a  buvdng  oppornmit\'.  Then, 

between  Feb.  18  and  Apr.  11,  the  s&r  500  index  dropped 

79  points,  10%.  "It  was  a  godsend,"  says  Robertson. 

But  not,  it  turns  out,  a  very  big  godsend.  By  die  time  the 

S&P  bottomed  out,  Vontobel  had  bought  a  few  shares  of 

Knight- Ridder,  Unum  Corp.  and  Fannie  Mae,  bringing  the 

cash  position  down  to  30%, 

I  but  before  it  could  put 

I  more  money  to  work,  the 

o  market  recovered  much  of 
— t 

^  its  lost  ground.  "We  are  not 
a  buyer,  although  we  wish 
we  could  be,"  says 
Robertson  wistfiilly. 

Robert  Doll,  of  die  $1.4 
billion  Oppenheimer 
GrowTJi  Fund,  is  in  the 
same  position.  Going  into 
the  slide,  he  was  40%  in 
cash,  a  number  diat  has 
eased  only  a  bit  since.  "I  don't  like  ha\ing  cash,  but  the  dis- 
cipline of  my  fiind  is  growth  at  a  price,  and  I  couldn't  find 
good  growth  at  a  good  price,"  he  says.  So,  Doll  is  back  to 
watching — and  waiting.  "The  world  has  become  accustomed 
to  the  idea  that  the  earnings  of  U.S.  companies  can  grow  at 
double-digit  rates,"  he  says,  "but  it's  not  sustainable." 

Gradison  Opportunity'  Value  Fund  tends  to  agree.  It  has 
been  30%  in  cash  tor  several  years,  the  maximum  level  per- 
mitted by  its  charter.  What's  manager  William  Leugers  Jr. 
waiting  for?  A  drop  in  the  price/book  ratio  of  the  s&P 
industrial  index.  Leugers  says  he  won't  spend  all  his  cash 
until  that  ratio  talis  by  20%. 

Charles  Mintor  has  been  bearish  since  1991.  Not  surpris- 
ingl\',  his  two  hinds,  Comstock  Partners  Capital  Value  and 
Strategy',  ha\'e  lagged.  "We  have  been,  to  say  the  least, 
extremely  premauire."  What  would  it  take  for  him  to  cover 
all  his  short  positions  and  be  fully  in\  ested>  At  least  a  40% 
decline.  "We  are  pretty-  close  to  a  significant  bear  market  and 
wc  are  positioned  to  go  up  as  die  market  goes  down." 

Charles  Allmon,  publisher  of  the  Growth  Stock  Outlook, 
turned  bearish  long  before  the  1987  crash.  He  looked  like  a 
genius  for  a  \\hile,  but  he  never  got  back  in.  Too  picky.  His 
model  portfolio  has  been  at  least  50%  in  cash  ever  since 
1986.  During  this  spring's  drop,  Allmon  remained  on  the 
sidelines.  What's  he  waiting  for}  "Soon  we  will  nm  out  of 
fools  willing  to  buy  at  ever  higher  prices." 

Unsettling  though  it  vv  as,  the  late  winter  decline  in  the 
market  wasn't  enough  to  lure  back  the  skeptics.  So,  if  you're 
feeling  warm  inside  about  the  market's  recovery  since  early 
April,  don't  forget  that  there  is  plenty  of  smart,  disciplined 
money  out  there  betting  the  recovery  isn't  for  real.  ■■ 


COMPANIES 


Steve  Wynn  is  betting  the 
ranch— again— this  time  that  he 
can  attract  art  lovers  and  other 
fancy  folk  to  Las  Vegas. 


Picasso  among 
the  high  roUei*s 


By  Seth  Lubove 


Why  is  Steve 
Wynn  spending 
$60  million  on  art 
for  his  new 
Bellagio  resort? 
"There's  got  to  be 
more  to  a  big 
moment  in  Las 
Vegas  than  a  prize- 
fight," he  says. 


The  best  act  on  the  Las  Vegas  strip 
on  a  recent  Sunday  night  is  going  on 
behind  the  guarded  doors  to  Stephen 
Wynn's  office  in  the  Mirage  hotel 
and  casino.  Wynn  is  in  good  form, 
ranging  over  contemporary  art, 
Donald  Trump  ("a  dummy")  and  the 
late-season  skiing  conditions  at  Sun 
Valley,  Idaho,  whence  he's  just 
returned.  ■■■H 

But  this  is  just  a  warmup  for  a 
four-hour  lecture  on  the  latest  Wynn  megaprojects.  He 
is  building  Vegas'  most  expensive  resort  ever,  the  SI. 4 
billion  Bellagio,  and  is  building  or  planning  at  least  two 
other  big  gambling  projects  in  the  U.S.  To  do  so  he's 
borrowing  big  money:  Mirage's  debt  will  triple  to  SL5 
billion  before  he  is  finished. 

We  ask  Wynn  if  all  this  doesn't  make  him  a  little  ner- 
vous in  the  face  of  the  recent  gambling  slowdown.  He 
treats  the  question  with  contempt.  "It  slowed  last 
year,"  he  snaps.  "One  year."  He  glances  at  his  German 
shepherd,  who  is  lo\  aily  dozing  by  his  desk.  Despite  the 
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slowdown,  Mirage's  occupancies  and  average  daily 
room  rates  climbed  last  year,  and  its  earnings  rose  26% 
to  $206  million,  $1.06  a  share. 

It  hasn't  paid  to  bet  against  Wynn.  The  1989  open- 
ing of  Wynn's  tropical-themed  Mirage,  with  its  faux 
exploding  volcano,  ushered  in  Las  Vegas'  renais- 
sance. Although  the  neighboring  Caesars  Palace  had 
long  collared  the  desirable  high  rollers,  Wynn  bet 
$620  million  of  Drexel  Burnham  Lambert's  junk 
bonds  that  he  could  attract  both  the  class  and  the 
mass  in  the  same  project.  He  did  so  by  combining 
luxurious  high-roller  suites  with  a  tropical  rain  for- 
est, live  shark  and  dolphin  tanks  and  Siegfried  & 
Roy's  magic  show. 

It  worked.  Wynn 
won  the  bet.  The 
Mirage  has  paid 
for  itself  more 
than  twice  in  less 
than  eight  years. 

In  1993  he 
opened  the  adjoin- 
ing Treasure  Island, 
a  $470  million 
pirate-themed 
resort  for  the  mass 
market.  More  skep- 
ticism. Another  liit. 

If  Wynn  is  nervous  about  the 
$1.4  billion  (and  counting 
3,005-room  Bellagio,  he  doesn't 
show  it.  Set  to  open  on  the 
120-acre  site  of  the  old  Dunes 
hotel  on  the  Strip  in 
summer  1998,  the 
Bellagio  will  feature 
a  $35  million  water 
show    in    a  man- 
made  lake,  a  $77  million  water-themed 
show  produced  by  Cirque  du  Soleil 
and  shopping  provided  by  such  high- 
end  retailers  as  Armani,  Tiffany,  Gucci 
and  Chanel. 

The  icing  on  this  cake  will  be  at  least 
$60  million  in  art.  "We  don't  just  have 
paintings,"  Wynn  enthuses.  "We  have 
great  paintings,  by  famous  artists."  Wynn 
bring  taste  to  the  world  capital  of  glitz. 

Wynn  grabs  a  photocopied  offering  of  a  $1  mil- 
lion-plus Matisse.  Not  good  enough,  says  Wynn, 
crumpling  the  paper  with  a  flourish  and  tossing  it 
into  the  garbage.  "We're  trying  to  create  a  place 
where  every  inch  is  unforgettable  in  terms  of  taste 
and  elegance,"  he  adds. 

Could  it  be  that  Steve  Wynn  is  pushing  his  luck? 
Besides  Bellagio,  he  has  in  the  works  a  $550  million- 
plus  resort  in  Biloxi,  Miss.,  plus  a  proposed  resort  in 
Atlantic  City,  where  he's  butting  egos  with  Donald 
Trump.  Since  the  1989  opening  of  the  Mirage,  more 
than  40,000  hotel  rooms  have  been  built  in  Las  Vegas, 


many  of  them  for  the  same  few  hundred  high  rollers 
Bellagio  wants. 

Wynn  also  faces  a  gambhng  market  substantially  dif- 
ferent from  the  one  he  helped  create  in  the  early  1990s. 

More  people  than  ever  are  visiting 
Vegas,  but  many  of  them  now  come  to 
gawk  and  eat  rather  than  to  try  their 
luck  (Forbes,  July  15,  1996).  Nevada's 
total  wagerings  grew  just  3.2%  last  year, 
to  $115  billion,  the  smallest  gain  in  the 
1990s.  And  the  margins  are  down,  too: 
Casinos  in  Nevada  hung  on  to  just 
6.45%  of  the  total  amount  gambled, 
the  smallest  proportion  of  any  year 
since  Wynn  opened  the  Mirage. 

In  the  first  quarter  Mirage  reported 
across-the-board  declines  in  revenues  and  operat- 
ing income  at  all  four  of  its  properties  Even 
before  the  recent  market  turmoil  Mirage's  stock 
seemed  stuck  in  the  mid-20s,  down  from  nearly 
30  in  the  summer  of  1996.  Wynn  says  he  is  using 
the  opportunity  to  buy  back  stock — as  he  did  in 
1989  when  critics  said  he  was  in  over  his  head  on 
the  Mirage. 

Salomon  Brothers'  respected  gam- 
bling analyst,  W.  Bruce  Turner,  sus- 
pects that  the  "build-it-and-they-will- 
come"  strategy  that  has  characterized 
Vegas'  casino  building  boom  during 
the  early  1990s  may  no  longer  work: 
"The  year  1996  marks  the  first  time 
that  new  properties  have  failed  to 
stimulate  aggregate  expansions  in 
profitability,"  Turner  says. 

Wynn  will  have  none  of  that.  He 
says  that  with  the  Bellagio,  as  with  the 
Mirage,  he'll  create  a  new  category  of  visitors  to 
Vegas — a  discriminating  clientele  who  know  the 
difference  between  Picasso  and  Pissarro.  "There's 
got  to  be  more  to  a  big  moment  in  Las  Vegas  than 
a  prizefight,"  he  says.  "Las  Vegas  has  to  develop 
more  facets  to  its  personality  and  appeal  to  out- 
siders." Bellagio  will  diversify  Las  Vegas  beyond 
gawkers  and  gamblers,  he  thinks. 

Wynn  is  taking  the  same 
approach  in  Atlantic  City,  where 
he's  in  the  middle  of  a  nasty  pub- 
lic dispute  over  the  access  tunnel 
to  his  proposed  resort  on  a  150- 
acre  site. 

Taking  direct  aim  at  Donald 
Trump  and,  more  recently,  at 
Hilton  Hotels  Corp.'s  head  of 
gaming  operations,  Arthur 
Goldberg,  Wynn  accuses  his  detractors  of  trying  to 
keep  him  out.  "Our  hope  is,  our  presence  in  Atlantic 
City  will  be  a  catalyst  [for  the  resort  area's  redevelop- 
ment]," he  says. 

Goldberg  recently  proposed  to  Atlantic  City's  mayor 
that  Hilton  take  over  Wynn's  site  on  an  old  marina  if 
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As  the  $1.4 
billion  Bellagio 
rises,  does  gam- 
bling's slowdown 
worry  Wynn?  "It 
slowed  last  year," 
he  snaps. 
"One  year." 


about  Goldberg's  gambit, 
Wynn  erupts  like  the 
Mirage's  volcano.  "It  is 
very  frightening  to  me 
when  we  have  physical, 
undeniable  evidence  that  our  most 
important  colleagues  are  immature 
and  impulsive  .  .  .  our  major  com- 
petitors are  so  inept." 

Is  there  no  limit  to  the  number 
and  t\'pes  of  people  that  can  be  lured 
to  gambling  casinos.'  Steve  Wynn 
seems  convinced  that  the  limit  is  still 
a  long  way  off  He's  been  impres- 
sively right  in  the  past.  WM 


INTERVIEW 


The  best  way  to  help  society's  losers 
is  to  teach  them  to  help  themselves. 

Responsibility  101 

A  chat  with  Sister  Connie  Driscoll  by  Bruce  Upbin 


IN  1983  Sister  Connik  Driscoll,  a 
Missionary  Sister  of  the  Poor, 
cofounded  the  120-bed  St.  Martin  de 
Porres  House  of  Hope  in  Chicago's 
downtrodden  Woodlawn  neighbor- 
hood. There  she  and  her  partner. 
Sister  Therese  O 'Sullivan,  have  shel- 
tered and  counseled  nearly  10,000 
homeless  welfare  motliers  and  their 
children;  85%  of  the  motliers  are 
addicted  to  drugs. 

Almost  all  the  women  who  come 
to  St.  Martin  de  Porres  kick  their 
drinking  and  drug  habits.  Only  5% 
return  to  shelters.  Sister  Connie  esti- 
mates that  die  cit^wide  return  rate 
could  be  as  high  as  40%. 

Since  1986  Sister  Connie,  now 
63,  has  done  all  this  \vithout  getting 
a  dime  fi"om  any  federal,  state  or  cit\' 
welfare  program.  "When  you're 
fimded  by  the  government,"  she 
told  Forbes,  "you're  always  in  fear 
of  getting  cut  off  if  you  don't  follow 
every  rule  and  file  every  form.  After 
a  while  you  end  up  toning  down  the 
moral  messages  of  responsibilit)'  and 
work." 

Sister  Connie  doesn't  encourage 
her  wards  to  feel  sorry  for  themselves 
or  to  blame  societv'.  She  takes  the 


view  that  they  brought  tlieir  prob- 
lems on  themselves — and  have  die 
inner  power  to  solve  them. 

Sister  Connie:  For  the  first  couple  of 
months  after  we  started,  I  had  the 
same  rose-colored  glasses  as  every- 
body else — thinking  these  poor  peo- 
ple have  been  abused  and  \  ictimized. 
After  a  while  you  have  to  take  the 
glasses  off. 

Forbes:  You  haven't  had  much 
support  from  the  Catholic  clergj^ 

You're  not  kidding.  I'd  say  85%  of  the 
church  is  against  welfare  reform. 
Why?  They'll    lose    their  ftmding. 
Cadiolic  Relief  Services  gets  74%  of 
its  budget  from  taxpa\^er  dollars. 
How  do  you  reinforce  the  mes- 
sage that  people  are  responsible 
for  their  own  fate? 
We  give  every  woman  a  job  in  die 
house  the  day  she  arrives,  whether 
that's  cooking,  security  dur\'  or  help- 
ing Sister  Therese  teach  the  cliiJdren. 

That's  only  the  beginning.  The 
teaching  here  is  constant.  We're 
telling  people  who  have  had  no  bud- 
geting experience  diey  can't  buy  their 
babies  $90  shoes.  They're  saying  it's 
hip  and  cool.  Tliis  is  nutso. 


Responsibility  101. 

They  hav  e  to  give  me  80%  of  their 
welfare  check  and  50%  of  their  food 
stamps.  I  put  the  money  and  stamps 
into  a  safe-deposit  box  and  return  it 
when  they're  ready  to  leave  so  they 
have  some  savings  for  the  first 
month's  rent  on  an  apartment.  We 
teach  them  to  pay  rent,  utilities  and 
food  bills  first,  then  prioritize  what 
else  they  need. 

The  word  on  the  street  is  that  ours 
is  a  tough  house,  probably  the  tough- 
est in  the  city.  Everyone's  up  at  6  a.m. 
and  in  bed  with  the  lights  out  at 
10:30  p.m.  Children  are  in  bed  by  8 
p.m.,  and  9  p.m.  in  the  summer.  No 
men  can  \isit. 

Other  than  a  3M-hour  pass  to  go 
for  job  interviews,  the  women  always 
have  somewhere  to  be:  career  or 
computer  training,  ged  classes. 
Alcoholics  and  Narcotics  Anonymous 
meetings  or  a  job  here  in  the  house. 

Since  1990  the  average  resident 
stavs  7/^  months,  and  every  day  we 
talk  about  responsible  sexual  behav- 
ior, the  dangers  of  illegitimate  child- 
birtlis  and  how  to  hold  a  job. 
Do  you  think  Congress'  decision 
last  August  to  turn  welfare  over 
to  the  states  and  set  a  five-year 
limit  on  aid  will  be  the  end  of 
welfare  as  we  know  it? 
I  hope  so.  At  the  very  least  it  is  die 
beginning  of  the  end  of  misery.  Since 
1964  we've  spent  about  $5.4  trillion 
on  fighting  poverty.  What  did  we  get? 
An  absolute  disaster. 
Are  there  enough  jobs  out  there? 
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The  work  is  there.  I  see  plenty  of 
McDonald's  help-wanted  signs  for 
$7-an-hour  jobs  along  witli  a  $100 
signing  bonus. 

The  problem  is  not  a  lack  of  jobs, 
it  is  bureaucracy  and  the  lack  of 
accountability. 

I  remember  when  the  folks  from 
CETA  [Comprehensive  Employment 
and  Training  Act  of  1973]  came  to 
visit  us  in  the  early  1980s.  They  put 
quite  a  few  people  here  in  Woodlawn 
who  were  supposed  to  be  cleaning, 
but  no  one  was  supervising  them. 
They  didn't  do  anything  except  sit 
around  the  rectory  all  day. 

The  problem  is  not  a  lack  of  jobs 
but  the  inability  of  people  to  work 


fed  up  seeing  their  taxes  wasted. 

I  grew  up  in  Ontonagon,  which  is 
a  small  town  on  Michigan's  Upper 
Peninsula. 

When  I  was  a  little  kid  during  the 
Depression,  a  lot  of  hoboes  would 
get  off  the  train  in  town  and  head 
straight  for  the  rectory  to  get  some- 
thing to  eat.  But  my  family,  not  the 
priests,  lived  in  the  rectory,  so  my 
mother,  a  great  Austrian  baker,  would 
end  up  giving  them  coffee  and  her 
fresh  sweet  rolls. 

Then  she  would  ask,  mimicking  my 
father's  Irish  accent:  "Now,  would 
you  mind  be  chopping  a  little  wood 
for  me.>"  And  they  would  be  more 
than  happy  to  do  it.  That  taught  me 


NEW  MEDIA 


A  ticket  to  where.^ 


and  be  responsible  with  a 
paycheck. 

It's  going  to  be  interest- 
ing to  see  how  Wisconsin's 
new  program  [which  man- 
dates work  in  return  for  aid] 
plays  out.  We'll  find  out  ■■■■ 
how  companies  and  com- 
munities respond. 

The  effort  has  to  come  from  the 
community  level.  Once  government 
gets  out  of  the  way,  people  will  step 
in.  They  only  stopped  helping  when 
government  took  over.  No  one  is 
going  to  let  kids  in  their  neighbor- 
hood starve.  It's  just  that  people  arc 


Sister  Connie 
Driscoii  counsel- 
ing at  her 
Chicago  shelter. 
"Compassion 
means  suffering 
with,  being  with. 


it's  nice  to  help  people  but 
it's  far  better  to  let  them 
help  you  with  something  in 
return. 

Our  alumnae  often  come 
back  to  speak  with  residents. 
These  women  are  delirious 
to  be  off  the  dole  and  work- 
ing and  independent. 

People  equate  welfare  with  com- 
passion. But  compassion's  got  noth- 
ing to  do  with  it.  A  handout  is  the 
least  compassionate  thing  you  could 
do.  Compassion  means  suffering 
with,  doing  with,  being  with. 
Teaching  is  99%  of  what  we  do.  Bi 


Rosen  versus 
Gates?  The 
world's  richest 
man  is  getting 
an  earful. 


By  Robert  La  Franco 

Whom  do  you  deal  with  when  you're 
building  a  media  business  in  Internet 
commerce?  Bill  Gates  seemed  like  the 
perfect  choice  to  Fredric  Rosen,  chief 
executive  of  Los  Angeles-based 
Ticketmaster  Group  Inc. 

But  when  Rosen  and  Gates  discussed 
linking  the  Ticketmaster  Web  site  to 
Microsoft's  fledgling  msn  network  two 
years  ago.  Gates  balked  at  Rosen's  $6 
million  price  tag. 

Rosen  has  turned  from  livid  to  liti- 
gious, filing  a  suit  last  month  against 
MSN's  unwanted  hot  link  to 
Ticketmaster's  Web  site. 

Bombastic,  indeed.''  Critics  say  Rosen 
is  too  unseasoned  to  build  a  multimedia 
company  out  of  a  ticketing  outfit. 
Nonsense,  he  laughs. 

Ticketmaster's  core  ticketing  business 
earned  just  $2  million  last  year,  a  profit 
mai  gin  of  less  than  1%,  and  should  grow 
at  less  than  10%  this  year  It's  also  sad- 
dled with  S128  million  in  debt,  which 
Rosen  hopes  to  cut  to  $60  million.  New 
businesses  are  expected  to  pay  the  bill. 

But  Rosen's  biggest  new  venture,  a 
glossy,  year-old  events  m.agazine  called 
L/j'c.',  is  losing  money.  Subscriber  renew- 
al rates  are  significantly  below  the  35% 
rate  of  a  successfiil  startup.  Other  new 
efforts — merchandise  sales,  travel  pack- 
ages, rental  of  the  company's  1,100 
operator  positions  and  TV  broadcasts — 
bring  in  less  than  5%  of  revenues. 

Ticketmaster's  Web  site  startup  is 
already  one  of  the  highest-volume  com- 
mercial sites  on  the  Internet,  although 
little  of  that  is  incremental  growth. 
Ticketmaster's  promotions  and  market- 
ing business  tripled  last  year,  to  $13  mil- 
lion, but  growth  will  slow  to  below  30% 
this  year.  New  clients  (golf  courses, 
museums,  zoos,  moxie  theaters)  provide 
lower  fees  than  what  rock  concerts  offer 

Is  there  any  value  left?  Doubtfiil.  The 
Pritzker  family  took  out  more  than 
$200  million  when  they  sold  Ticket- 
master  to  Paul  Allen  in  1993.  In  a  later 
public  offering,  Rosen  took  away  $20 
million.  ■■ 
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CABLE 


For  all  the  talk  of  500  new  channels, 
telewatchers  tend  to  stick  to  a  few  old  favorites. 


Too  much  choice? 


By  Robert  La  Franco 


What  if  the  cable  tv  operators  and 
satellite  broadcasters  offer  500  chan- 
nels and  no  one  tunes  in?  Something 
like  that  already  seems  to  be  happen- 
ing. Nielsen  Media  Research  con- 
cluded that  people  don't  surf  the 
channels  as  frequently  as  cable  exec- 
utives hoped  they  would. 

Where  a  31 -channel  system  was 
upgraded  to  71  slots,  viewers  on  aver- 
age expanded  their  range  of  choices 
only  from  11  to  14. 

This  shows  that  tele- 
viewers are  creatures  of 
habit.  It  takes  a  lot  to 
wean  them  from  dieir  cur- 
rent favorites.  "There's  an 
enormous  advantage 
when  you  are  first  in  a  cat- 
egory," says  John  Hen- 
dricks, chief  executive  of 
Discovery  Communica- 
tions. "It's  very  difficult 
right  now  for  anybody 
independently  to  start  a 
channel." 

Hendricks  would 
know.  Although  he  con- 
sidered creating  a  garden- 
ing channel  a  few  years 
ago,  launching  one  today 
would  be  far  more  diffi- 
cult and  costly.  Home  & 
Garden  Television, 
launched  in  December 
1994  by  E.W.  Scripps, 
has  already  locked  up  the 
garden  market,  preclud- 
ing any  hopeful  chal- 
lengers from  digging  into 
its  turf. 

Now  reaching  28  mil- 
lion homes,  the  channel  is 
an  established  hit  among 
women  aged  25  to  54. 
Discovery  will  have  to  be 
content  with  its  few  hours 
a  week  of  gardening 
shows.  This  has  some 
scary  implications  for 
entrepreneurs  trying  to 


Established 
icons  on  HBO, 
CNN,  CNBC  and 
ESPN  have 
made  launching 
competing  cable 
networks  a 
daunting 
prospect.  As 
enticing  as  it 
may  be,  knock- 
ing out  the 
incumbent  has 
been  tougher 
than  most  had 
hoped. 


get  new  programming  through  the 
cables  and  onto  the  airwaves.  Rupert 
Murdoch's  Fox  News  Channel,  Bill 
Gates'  MSNBC  and  Cablevision's 
MuchMusic  are  just  three  of  the 
channels  struggling  to  develop  audi- 
ences against  established  channels  like 
Time  Warner's  CNN,  Walt  Disney's 
ESPN  and  Viacom's  MTV. 

Since  cable  dials  are  already  jam- 
packed  with  existing  networks,  the 
cable  operator  will  make  room  on  his 
system  only  if  the  programmer  pays 
him — the  way  food  and  consumer 
products  companies  routinely  pay 
supermarkets  for  shelf  space.  "If  you 
want  access  to  consumers,  a  cable 
operator  can  extract  as  much  as  they 
want  from  you  to  get  it,"  grumbles 
Chase  Carey,  chief  executive  of  Fox 
Television. 

Cable  operators  have  been  extract- 
ing one-time  payments  of  about  $10 
per  subscriber  to  carry  Fox  News,  a 
24-hour  news  channel  launched  last 
year  at  a  reported  cost  of  $300  mil- 
lion. The  channel  is  now  distributed 
to  22  million  cable  households,  but 
clawing  viewers  away  from  CNN  is 
proving  tough.  While  about  600,000 
cable  homes  are  tuned  into  CNN 
during  prime  time  every  day,  Fox 
News  draws  only  about  34,000. 

Microsoft/NBC's  24-hour  news 
channel,  MSNBC,  is  now  available  to  35 
million  U.S.  households,  but  MSNBC's 
ratings  are  similarly  small.  MuchMu- 
sic, 50%  owned  by  Cablevision,  has 
snagged  only  about  10%  of  MTV's  66 
million  regular  households  after  two 
years  of  tr\ang. 

Yet  still  the  challengers  come. 
Twenty-one  channels  have  been 
launched  over  the  last  two  years,  and 
several  more  are  planned  for  this  year 
and  next.  Coming  up:  News  Corp. 
and  possibly  Walt  Disney  are  plan- 
ning to  launch  chikiren's  networks 
against  Viacom's  powerful  Nick- 
elodeon and  Nick  at  Nite  chan- 
nels."It's  a  bit  of  a  gold  rush,"  says 
Turner  Broadcasting  System  Presi- 
dent and  Chief  Executive  Terence 
McGuirk.  "This  is  one  of  the  great 
marketplaces  to  trv  your  luck." 

John  Sykes,  president  of  VHl,  a 
spinoff  of  Viacom's  MTV,  is  skeptical. 
"These  are  huge  investments,"  he 
says.  "We'll  see  how  many  of  them 
are  around  in  five  vears."  H 
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The  fence  that  has  long  separated 
the  Tennessee  Valley  Authority  from  the  private 
power  producers  won't  stand  much  longer. 
What  then  for  this  New  Deal  dinosaur? 

The  Tennessee 
Valley 

Anachronism 


By  Bruce  Upbin 

The  Tennessee  River  traces  a  blue 
curve  through  downtown  Knoxville 
as  it  flows  gently  west  to  the  Ohio. 
From  Craven  CroweH's  wood-pan- 
eled office  on  the  twelfth  floor  of  the 
Tennessee  Valley  Authority's  head- 
quarters building,  the  bucolic  view 
stretches  northeast  across  the  river 
valley  and  away  to  the  hazy  outline  of 
the  Great  Smoky  Mountains. 

About  500  miles  away,  in  Wash- 
ington, forces  are  building  that 
threaten  to  shatter  the  T\'\\  peacefiil 
world.  A  growing  number  of  con- 
gressmen want  to  privatize  this  ves- 
tige of  New  Deal  collectivism.  The 
$215  billion  electric  power  business 
is  racing  toward  deregulation  (see  p. 
114).  The  S5.7  billion  (annual  rev- 
enues) TVA  is  the  country's  largest 
single  power  generator,  but  in  a 
world  of  deregulated  power,  there  is 
no  wa\'  it  can  continue  to  do  business 
as  usual. 

Craven  Crowell,  54,  is  a  former 
Nashville,  Tenn.  newspaperman  who 
became  TVA's  top  flack  and  lobbyist 
during  the  1980s  and  in  1989  chief 
of  staff  to  U.S.  Senator  James  Sasser 
(D-Tenn.).  He  is  determined  to  keep 
the  TVA  firmly  in  the  hands  of  gov- 
ernment. His  allies  in  this  quest 
include  his  good  friend  and  Ten- 
nessee's favorite  son,  Albert  Gore  Tr. 

"I  sort  of  see  TVA  as  America's 
Power  Company,"  drawls  Crowell.  A 


memorable  sound  bite,  but  not  a  par- 
ticularly truthful  one.  Although  all 
Americans  subsidize  the  T\'A,  to  the 
tune  of  nearly  $4  billion  a  year,  only 
a  handful  of  Americans — the  8  mil- 
lion people  who  live  inside  the 
80,000-square-mile  area  where  the 
TV'A  is  by  law  the  sole  supplier — enjoy 
the  cheap  power  the  subsidies  bu\'. 

Nor  is  the  ta'A's  power  as  cheap, 
relatively  speaking,  as  it  used  to  be.  As 
the  power  industry  is  deregulated, 
efficient  producers  can  ship — 
"wheel" — their  juice  to  markets 
around  the  country.  Example: 
Nashville  residents  could  purchase 
electricit}'  from  nearby  Kentucks-  Util- 
ities Corp.  for  about  one  cent  per 
kilowatt-hour  less  than  the  nickel  an 
hour  they  must  now  pay  for  T\'A 
power.  Why  don't  they.'  Because  cur- 
rent law  in  effect  pre\  ents  power  from 
being  wheeled  into  wa's  territory. 

The  tva's  Depression-era  ratio- 
nale— developing  a  backward  part  of 
America — no  longer  exists.  The 
region  has  developed.  Yet  the  WA 
continues  to  enjoy  its  enormous 
advantages  oxer  investor- owned  util- 
ities. As  a  federal  authorit)'  t\'A  only 
has  to  cover  its  costs.  It  pays  no  fed- 
eral or  state  income  or  propert}'  taxes 
although  it  is  required  to  pay  5%  of 
revenues  ($276  million  this  year)  to 
Tennessee  and  six  surrounding  states 
in  place  of  taxes. 


Best  of  all,  the  rv'A  can  borrow 
money  much  more  cheaply  than 
investor-owned  utilities  can.  This  is 
not  because  its  balance  sheet  is 
strong— in  fact  its  finances  are 
feeble — but  rather  because  creditors 
believe  the  U.S.  Treasury  stands 
implicitly  behind  the  wa's  debt. 

One  recent  study  put  the  value  of 
all  the  indirect  subsidies  to  the  rv'A  at 
$3.7  billion  for  1993.  Without  these 
gifts  from  the  nation  America's 
Power  Company  would  have  to 
charge  its  customers  3  cents  more  per 
kilowatt-hour.  That  would  make  its 
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juicc  almost  as  expensive  as  in  some 
of  the  high-cost  northeastern  states. 

Yet  the  subsidies  are  now  boxing 
the  TVA  in.  Over  the  years  the  author- 
ity has  abused  its  access  to  cheap 
credit.  Thanks  primarily  to  a  disas- 
trous nuclear  plant  construction  binge 
in  the  197()s,  the  TVA  now  owes  $27 
billion.  While  the  typical  investor- 
owned  utility  pays  16  cents  on  the 
revenue  dollar  to  service  its  debt,  I'VA 
pays  35%  of  revenue  and  97%  of  oper- 
ating income.  That  leaves  little  room 
for  error  and  no  room  to  cut  rates  in 
a  competitive  marketplace. 


Crowell  knows  he  has  to  start 
paying  down  principal  on  TVA's  Ever- 
est of  debt.  But  how?  And  at  what 
political  cost? 

Ratepayers  in  the  valley  know  that 
Crowell  is  now  mulling  a  rate 
increase  as  high  as  10%).  But  raising 
rates  will  weaken  Oowell's  case  that 
only  as  a  government-owned  utility 
can  the  TVA  carry  on  the  job  of  pro- 
viding cheap  power  to  an  area  that 
needs  to  attract  investment  and  jobs. 

Crowell  also  wants  to  attack  the 
debt  problem  by  .selling  some  of  lA'A's 
power  to  other  markets.  But  the  cost 


of  going  down  that  road  is  to  reopen 
the  hoary  cjuestion  of  how  far  the  sub- 
siciized  IVA  should  be  allowed  to  com- 
pete against  investor-owned  utilities. 

In  1959  the  tva  wanted  to  expand 
its  power  program  without  the  bother 
of  asking  (x)ngre.ss  for  appropriations 
every  time.  The  TVA  won  permission 
from  Congress  to  issue  bonds.  But  for 
the  privilege  it  had  to  agree  not  to  sell 
power  outside  its  existing  operating 
area.  A  fence  went  up  that  exists  to 
this  day  (see  map,  p.  54). 

The  fence  was  originally  meant  to 
protect  private  utilities  from  compet- 
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ing,  teach  farmers  new 
fertilizing  techniques  and 
develop  the  area's  econo- 
my. But  an  early  TVA 
chairman,  David  Eli 
Lilienthal,  a  Wisconsin' 
populist  who  clashed 
repeatedly  with  private 
interests  in  the  Tennessee 
Valley,  ushered  in  a  crash 
program  in  hydroelectric 
dam  building. 

By  the  mid- 1930s  the 
TVA  found  itself  with 
more  power  than  it  could 
sell.  Lilienthal  talked 


General  Electric  into 
manufacturing  cheap 
appliances,  which  TVA 
agents  then  hawked  up 
and  down  the  valley.  Elec- 
tricity demand  soared. 
Lilienthal  then  created 
dozens  of  local  distribu- 
torships to  market  tva's 
output.  Private  utilities  in 
the  area  sued  to  stop  the 
TV'A's  advance,  but  Lilien- 
thal, backed  by  squads  of 
New  Deal  lawyers,  wore 
the  private  producers  into 
submission. 


In  the  1940s  and  1950s 
the  TVA  supplied  the  cheap 
juice  needed  for  wartime 
aluminum  manufacturing 
(Alcoa  was  and  still  is  a  big 
customer)  and  for  the 
Atomic  Energy  Commis- 
sion's uranium  enrichment 
plants  in  Oak  Ridge,  Term, 
and  Paducah,  Ky.  In  1959 
Congress  allowed  the  TVA 
to  issue  its  own  bonds, 
leading  to  the  accumula- 
tion of  debt  that  today 
both  threatens  and  pro- 
tects the  TVA  (see  story).  WM 


Lilienthal's  legacy 

The  Tennessee  Valley 
Authority  was  created  in 
1933  by  a  special  act  of 
Congress,  not  to  gener 
ate  cheap  electricity  but 
as  a  regional  planning 
agency  to  lift  the  Ten- 
nessee River  Valley  out 
of  poverty.  Franklin  D. 
Roosevelt's  idea  was  to 
let  engineers  loose  in  the 
valley  to  improve  river 
navigation,  control  flood- 
it' 

ing  against  the  TVA's  federally  subsi- 
dized power.  But  in  the  last  few  years, 
as  private  producers  have  grown  more 
efficient,  the  fence  has  been  left:  up  to 
protect  the  TVA  fi-om  the  most  efficient 
of  the  private  producers.  The  Energy 
Policy  Act  of  1992  forced  all  utilities 
to  open  up  their  transmission  lines  and 
wheel  wholesale  power  into  their  areas 
from  competitors.  One  utility  was 
explicidy  exempted  fi-om  this  provision 

The  fence 


of  the  1992  law:  the  TVA. 

In  effect,  that  exemption  makes  it 
impossible  for  customers  inside  the 
fence — the  city  of  Nashville,  say — to 
drop  the  TVA  and  buy  its  power  from 
nearby  Kentucky  Utilities  Corp.,  even 
though  KU's  customers  pay  about 
20%  less  for  their  juice.  The  only  way 
a  competitor  can  market  electricity  in 
tva's  territory  is  to  build  in  its  own 
transmission  lines.  The  cost  of  doing 


that  would,  of  course,  eliminate  the 
cost  differential. 

But  the  fence  is  rickety  and  Crow- 
ell  knows  it.  "The  fence  no  longer 
makes  sense,"  he  told  a  gathering  of 
public  power  executives  two  years 
ago.  "And  when  it  does  come  down, 
competition  will  be  a  two-way  street, 
and  TVA  will  once  again  have  the  fi-ee- 
dom  to  compete  anywhere  in  the 
country." 

The  fence  is  developing  holes.  Last 
year  TVA  started  selling  some  cheap 
power  to  a  marketing  unit  of 
Louisville  Gas  &  Electric.  Southern 
Company  promptiy  sued  to  stop  TVA 
from  selling  the  discount  juice  to  a 
competitor.  Southern  won — for  a 
time  the  fence  held.  But  last  April 
Southern  caught  TVA  outside  the 
fence  again  and  is  now  back  in  court. 

The  TVA  has  been  only  partially 
successful  in  using  the  fence  to  keep 
competitors  out.  It  recentiy  suffered 
what  may  prove  a  very  significant 
defeat  in  the  little  city  of  Bristol,  in 
the  southwest  corner  of  Virginia,  on 
the  edge  of  tva's  territory.  Worried 
about  the  fence  coming  down  and  its 
customers  escaping,  in  1989  TVA 
began  forcing  its  160  distributors  to 
sign  ten-year  contracts  locking  them 
into  the  TVA  grid.  Bristol  refused  to 
sign  and  later,  in  1995  when  its  orig- 
inal 20-year  contract  was  up,  agreed 
instead  to  a  30-month  extension. 

Figuring  that  t\'A's  debt  load  could 
only  push  up  rates,  Bristol  began 
shopping  around  and  found  18 
investor-owned  utilities  that  would 
match  or  beat  TVA  rates.  The  city 
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This  boundary  around  the  TVA's  80,00(V«quare-niile  territory  is  all  that  stands  be- 
tween a  federal  monopoly  and  ra^ng  price  competition.  The  fence  is  getting  rickety. 
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Even  a  lullaby  or  two: 


the 


Singapore 
A  Four  Seasons  •  Recent  Hotel 


Rc'^ent  concierges  are  a  remarkably  versatile  breed:  they're  as  much  at  ease  with  your  children  as  they  are 
I'ith  advising  you  on  wines  or  voltages  or  local  customs.  You  '  II  find  them  multi-lingual ,  erudite  and  helpful. 
Most  reassuringly,  you'll  always  find  them  close  at  hand.  The  Regent.  Where  our  standards  meet  yours. 
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THE  DECK  HOUSE  IDEA  BOOK 

•  h')!hf  pltnis,  p'.rtiircs,  and  food  for  llioii^^/il 

CALL  800-727-3325 
OR  SEND  $20  to:  Deck  House  Inc., 
Drr^T.  DFRB,  930  Main  Street, 
Acton,  M A  O  1  720 


Ralph  wrote 
the  book  on 
mutual  funds 


After  25  years  leading  one  of  the  nation's  top  families  of  funds,  Ralph 
Wanger  knows  a  thing  or  two  about  successful  investing. 

He's  fought  the  bulls  and  bears,  listened  to  all  of  the  "experts,"  and 
out-lived  the  "hot"  strategies.  Through  it  all,  he's  stuck  to  a  philosophy 
rooted  in  fundamentals  -  a  diversified  portfolio  filled  with  well-run  com- 
panies combining  growth  potential  and  value. 

His  new  book,  A  Zebra  in  Lion  Country  (Simon  &  Schuster,  1997), 
is  an  in-depth  look  at  this  philosophy  that  has  guided  a  quarter  century 
of  successfiil  investing. 

CaU  1-800-9-ACORN-9  to  find  out  how  you  can  get  a 
copy  of  Ralph's  sui-vival  guide.  We'll  also  send  you  a  free  invest- 
ment kit  and  a  prospectus  containing  more  complete  information 
on  the  Acorn  funds.  Please  read  it  carefully  before  investing. 

©1997,  WAM  Brokerage  Services,  L.LC.  Distributor. 


"I  sort  of  see  TVA  as 
America's  Power  Company," 
drawls  TVA  Chairman 
Crowell.  A  clever  but  not 
very  truthful  sound  bite. 


informed  TVA  that  starting  in  January 
1998,  it  will  buy  its  power  from 
Cincinnati- based  Cinergy,  Corp.,  one 
of  the  country's  most  efficient  utili- 
ties. Cinergy  plans  to  wheel  in  the 
power  over  lines  owned  by  American 
Electric  Corp.  if  it  cannot  reach  an 
agreement  with  TVA  by  June.  With 
Cinergy,  Bristol  expects  to  shave  its 
$22  million  a  year  bill  by  $7  million 
per  year  for  the  next  seven  years. 

"Bristol  only  buys  140  megawatts, 
but  it's  a  stalking  horse  for  other  dis- 
tributors," says  Robert  Gross,  the 
energy  consultant  who  helped  Bristol 
with  its  bidding  process. 

The  TVA  wins  some  battles,  too.  In 
December  1993,  4-County  Electric 
Power  Association,  a  co-operative  in 
Columbus,  Miss.,  told  TVA  it  wanted 
to  end  its  contract  to  buy  TVA  power. 
4-County  got  30  bids,  the  best  of 
which  would  have  cut  its  TVA  bill  by 
$63  million  over  seven  years. 

But  at  the  time  TVA  was  negotiat- 
ing a  long-term  power  purchasing 
contract  for  a  new  coal- burning  plant 
that  would  provide  hundreds  of  $12- 
an-hour  jobs  for  impoverished 
Choctaw  County,  right  in  4- County's 
backyard.  TVA  told  4-County  that  if 
the  town  went  elsewhere  for  power, 
the  TVA  would  reconsider  building 
the  plant.  Today  4-County  is  back 
inside  the  TVA  fence,  paying  more 
than  it  has  to  for  power. 

Grouses  Earl  Weeks,  chief  execu- 
tive officer  of  4-County  Electric 
Power:  "When  TVA  gets  through  a 
10%  rate  increase  this  year,  there's  no 
question  they're  going  to  incur  the 
wrath  of  Congress." 

Crowell  already  has.  In  March  he 
appeared  before  a  congressional  sub- 
committee to  do  some  appropriations 
horse -trading.  "Keep  your  hands  off 
my  river!"  Representative  Harold 
Rogers,  a  Republican  fi-om  Kentucky^ 
bellowed  at  Crowell  when  the  TVA 
chairman  proposed  that  TVA  hydro- 
electric engineers  could  do  a  better 
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At  Coopers  &  Lybrand, 
we've  made  those 
words  synonymous. 


1.311 


XX  partners,  experienced  in  20  key 
industries,  involved  with  aU  aspects  of  a 
Global  Total  Engagement  Quality  audit. 


3,127  industry-specific  best  practices 
in  our  Global  Benchmarking  For 
Excellence'^'  database. 


9.871 


k  J.  audit  Strategies  planned 
with  clients. 


Coopers  &  Lybrand  L.L.P. 
Not  Just  Knowledge.  Know  How.^ 


13,451  presentations  to  boards  of 

directors  on  risk  management. 


$382,600,000 

ideas  dehvered  to  clients. 


in  value-adding 


How  do  you  know  if  you've  received  real  value  in  an 
audit?  Ask  yourself:  Has  a  partner  added  strategic 
insights?  Does  that  partner  have  deep,  specific 
expertise  about  your  industry?  Has  your  decision- 
making process  improved?  Are  you  managing  risk 
more  proactively?  Is  your  audit  on-line  and  , 
paperless?  If  not,  call  1-800-660-8027,  ext.  1044. 


Coopers  ^°°^^^>'^^'^<^^^^^ 

^  -Y  ^rSrid  a  professional  services  firm 


Norris  Dam  under 
construction  in  1935 
(left);  serious  erosion 
on  [he  Emory  River 
in  the  1930s 
Electricity  genera- 
tion as  a  by-prod- 
uct of  the  TVA's 
initial  priorities: 
controlling  soil 
erosion,  improving 
river  navigation 
and  creating  jobs. 
Question:  Is  TVA 
still  necessary? 


job  than  the  Army  Corps  of  Engi- 
neers managing  nine  hydroelectric 
dams  on  the  Cumberland  River. 

Other  congressmen  piled  on.  New 
Jersey  Republican  Rodney  Fre- 
linghuysen's  aides  had  discovered  T\^A 
ads  running  in  New  Jersey  newspa- 
pers, using  cheap  power  to  lure  New 
Jersey  businesses  to  the  Tennessee 
Valley.  Frelinghuysen  didn't  think 
New  Jerseyans  should  be  subsidizing 
an  attack  on  the  state's  job  base.  He 
introduced  a  bill  (H.R.  677)  that 
would  end  over  $100  million  of  rv'A 
appropriations  immediately. 

Momentum  to  sell  the  TVA  is  build- 
ing. The  small  Alaska  Power  Adminis- 
tration will  be  sold  near  the  end  of  tlie 
year  to  state  and  city  agencies  for  an 
estimated  $80  million.  Bill  Clinton's 
1996  budget  included  the  sale  of  four 
more  of  the  government's  six  Power 
Marketing  Administrations,  for  $4.4 
billion — excluded  was  the  Pacific 
Northwest's  Bonneville  Power 
Authority,  which  Congressman  Scott 
Klug  (R-Wis.)  figures  would  bring  $7 
billion.  The  plan  died,  but  this  year 
Arizona  Republican  Congressman 


John  Shadegg 
reintroduced  leg- 
islation to  sell  the 

PMAS. 

The  TVA  is  a  power  generator,  not 
a  power  marketing  agency,  but  Crow- 
ell  is  nevertheless  fighting  the  privati- 
zation pressures  on  several  fronts. 
Appealing  to  the  Al  Gore  Jr.  political 
left  he  asks:  "If  you  drive  to  the 
bottom  line  and  all  you're  interested 
in  is  making  money,  who's  going  to 
worry  about  the  environment  and 
universal  access  [to  power]?" 

To  which  House  Republican  Dan 
Schaefer  scoffs:  "Reliability  is  a  red 
herring  used  by  monopoly  utilities  to 
stall  the  inevitable  approach  of  true 
competition."  Crowell  also  conve- 
niently ignores  the  fact  that  some  of 
the  TVA's  harshest  critics  over  the  years 
have  been  the  environmentalists.  On 
another  tack  to  save  the  TVA  as  he 
knows  it,  Crowell  is  trying  to  make 
the  authority  look  more  like  a  private 
business.  He  and  his  predecessor, 
Marvin  (Carvin')  Runyon,  now  head 
of  the  U.S.  Postal  Service,  deserve 
credit  for  cutting  $800  milUon  from 


the  tva's  annual  operating  budget 
since  1988,  mainly  by  slashing  pay- 
rolls from  34,000  to  16,000. 

Making  a  virtue  of  necessity,  Crow- 
ell in  1995  imposed  a  debt  limit  on 
the  TVA  of  $28  billion.  Next  year  will 
be  the  first  in  35  years  TVA  won't 
increase  its  debt. 

At  the  end  of  the  day,  however, 
Crowell  knows  that  his  best  defense 
against  privatization  is  the  tva's  $27 
billion  mountain  of  debt,  nearly  all  of 
it  held  by  institutions  and  individuals. 
His  threat:  If  TVA  were  privatized — 
and  absent  a  U.S.  Treasury  guarantee 
of  some  kind — its  paper 
would  collapse  in  price.  Its 
cost  of  capital  would  nearly 
double,  probably  bank- 
rupting the  TVA. 

Glowers  Crowell, 
shrewdly  playing  up  the 
implicit,  but  not  binding, 
U.S.  backing  of  TVA's  debt: 
"If  you  did  anything  leg- 
islatively that  put  TVA  in  a 
position  where  it  would 
not  succeed,  then  you  end 
up  putting  it  in  a  bailout 
position  in  which  the  tax- 
payers would  then  have  to 
pick  up  the  debt." 

In  fact,  privatizing  the 
TVA  would  not  be  nearly  as 
painful  as  Crowell  would 
have  one  believe.  Against  its  liabili- 
ties, and  $6.3  billion  worth  of  idle 
nuclear  power  plants,  it  also  has  some 
very  valuable  assets.  The  crown  jewels 
are  tva's  mostly  written-off  coal-fired 
and  hydro  plants,  worth  roughly  $8.5 
billion  on  the  open  market.  There  is 
also  $5  billion  in  so-called  proprietary 
capital,  similar  to  a  private  company's 
retained  earnings  account. 

Craven  Crowell  doesn't  buy  this. 
He  thinks  the  tva  is  too  deeply 
embedded  in  American  politics  and 
economics  for  it  to  be  ripped  out  and 
told  to  stand  on  its  own.  He  con- 
cludes his  case  with  a  broad  smile  on 
his  face:  "You  can't  ignore  us,  you 
can't  leave  us  behind,  you  can't  break 
us  up,  and  you  can't  sell  us." 

On  the  other  hand,  hasn't  the  past 
decade  taught  that  when  change 
starts  to  blow  through  countries  and 
industries,  not  even  the  toughest  old 
dinosaurs  can  find  shelter.^  Our  bet: 
The  tva's  days  are  numbered.  H 
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When  your  corporate  culture  is  about  the  best 


Business  gifts  say  so  much  about  your  company, 
to  your  customers  and  employees. 
They  reflect  your  corporate  culture.  They  reflect  you. 

For  a  single  gift  or  an  entire  service  award  program, 
Tiffany  works.  We  offer  impeccable  taste,  timeless  design 
and  packaging  that  promises  excitement... 
all  well  within  your  budget. 

And  Tiffany  makes  it  so  easy.  From  personalized 
attention  to  state-of-the-art  service, 

Tiffany's  corporate  sales  group  takes  your 
business  seriously.  So  the  right  gift  arrives  in  the 

right  hands  at  the  right  time.  Every  time. 

Tl  FFANY  &  Co. 

FOR  CORPORATE    ACCOUNT  INFORMATION  CALL  l-800-77()-()()81l.  EXT.  10 
FOR  ALL  OTHER  INQUIRIES,  CALL  1-800-526-0649 


J.R.  Simplot  is  the  billionaire  who  supplies  trench  tries  to  McDonald's. 
But  where  does  Simplot  get  a  lot  of  his  potatoes? 

The  Sultan  of  Spuds 


By  Michelle  Conlin 


R.D.  Offutt  Co.  Chief  Executive  Ron  Offutt  with 
To  avoid  shrink,  Offutt  stores  liis  tubers 


You've  probably  never  heard  of 
Fargo,  N.  D.'s  Ronald  Offutt.  His 
name  is  mysteriously  missing  from 
lists  of  the  world's  largest  vegetable 
growers.  His  employees  drive  plain 
white  pickups — no  logos — that  blend 
into  the  snow-blown  landscape  that 
played  to  such  strong  effect  in  last 
year's  film  Far^o. 

But  54-year-old  Offurt,  a  fourth- 


some  of  his  1.8  billion  pounds  a  year  of  potatoes 
in  temperature-and-humidity-controlied  storage  sheds. 


generation  Great  Plains  farmer,  is  at 
the  center  of  a  big  business — very 
big.  He  grows  more  potatoes  than 
anyone  else  in  the  world — J.R. 
Simplot  included.  This  year  his  R.D. 
Offutt  Co.  will  farm  55,000  acres, 
pumping  out  1.8  billion  pounds  of 
Russett  Burbank,  Shepody  and 
Ranger  Russett  potatoes.  Offutt  is 
the  top  supplier  of  spuds  to  the  pro- 


cessing operations  of 
J.R.  Simplot,  Lamb- 
Weston,  Ore-Ida  and 
Northern  Star  Co.  The 
next-largest  potato 
operation  is  about  one- 
third  Offiatt's  size. 

Other  Offutt  hold- 
ings: 45,000  acres  of 
rotated  crops,  including 
beans  and  corn;  an 
eight-acre  processing 
plant;  an  agricultural 
lending  company;  car 
dealerships;  and  57%  of 
publicly  traded  RX)0 
Equipment,  the  largest 
string  of  John  Deere 
stores  in  the  country. 
At  a  time  when  farms 
are  dying  off  as  fast  as 
crops  in  a  beetle  blight, 
Offtitt's  companies  had 
sales  of  $575  million 
last  year.  Offiatt  himself 
is  probably  worth  over 
$300  million,  making 
him  one  of  North 
Dakota's  richest  people. 

Why  the  anonymity.' 
The  burly,  cowboy- 
booted  Offutt  says  he 
doesn't  want  to  stir  up 
emy.  Besides,  anti- 
corporate  farming  laws 
and  other  vestiges  of 
populism  still  exist  in 
the  Great  Plains  states. 
Offutt  skirts  that  prob- 
lem by  not  incorporat- 
ing his  farm  division.  He  also  spreads 
his  acreage  over  ten  states  and  leases 
or  swaps  about  half  of  his  land.  This 
helps  him  camouflage  his  holdings 
and  gives  him  a  hedge  against  disas- 
trous weather  like  the  floods  that 
recendy  turned  patches  of  North 
Dakota  into  the  ice-age  lakes  they 
used  to  be. 

Hiram  Drache,  Offiitt's  mentor, 
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friend  and  former  professor  ,ii 
Moorhead,  Minn.'s  Concordia 
College,  remembers  Offutt  nervous- 
ly biting  his  fingernails  in  class,  a 
young  man  hungry  to  get  into  busi- 
ness while  he  was  attending  the 
school  on  a  football  scholarship. 
Graduating  in  1964  with  a  degree  in 
business  administration  and  history, 
Offutt  went  to  work  on  his  father's 
200-acre  farm  near  Moorhead. 

His  break  came  in  1968  when  the 
local  John  Deere  dealer  in  Casselton, 
N.D.  decided  to  sell  out.  Offlitt  con- 
vinced his  father  to  let  him  put  a  new 
mortgage  on  the  family  farm  for  the 
down  payment  on  the  dealership.  He 
literally  bet  the  farm  that  he  could 
make  a  go  of  things  by  farming  in 
the  morning  and  evening  and  run- 

With  the  creation  of  nation- 
wide car  dealership  chains, 
Offutt  will  likely  do  some- 
thing similar  in  farm 
machinery.  Aging  John  Deere 
dealers  are  looking  to  sell; 
his  RDO  Equipment  is 
eager  to  huy. 


ning  the  dealership  during  the  day. 

His  father  was  terrified,  but  it 
turned  out  to  be  a  brilliant  move.  As 
inflation  ignited  and  farmland  values 
rose,  the  Deere  dealership  took  off, 
giving  the  Offiatts  both  a  steady 
stream  of  cash  flow  and  a  source  of 
cheap  equipment.  Today  Offutt's 
KDO  Equipment  owns  36  Deere  & 
Co.  dealerships  and  has  $302  million 
in  annual  sales. 

"If  we  could  diversify  around 
obstacles,  I  knew  it  would  play  to 
our  economic  advantage,"  rasps 
Offlitt,  popping  another  Nicorette 
into  his  mouth,  a  ritual  he's  been 
practicing  for  over  two  years. 

Says  Professor  Drache:  "Farming 
is  only  9%  of  the  food  chain.  Ron's 
involved  in  at  least  20%." 

Another  empire -building  break 
came  in  1973.  McDonald's  franchises 
were  popping  up  everwhere  and 
jacking  up  potato  consumption. 
Offutt  signed  far  more  contracts  to 
deliver  tubers  than  he  had  acreae;e  to 


produce  them.  But  in  nearby 
Perham,  Minn,  sat  the  sand  lands 
that  the  federal  government  had 
idled  in  the  1950s.  Few  thought  the 
tract  could  be  farmed. 

Offutt  thought  differently.  In 
1974  he  and  a  partner  paid  S600  an 
acre  for  the  land  and  irrigation 
equipment,  half  of  what  it  would 
have  cost  to  buy  land  in  the  Red 
River  Valley.  When  they  harvested 
their  first  crop,  the  sand-land  yields 
were  twice  the  region's  average. 

Most  farmers  stay  away  from  the 
processing  link  in  the  food  chain. 
Offlitt  couldn't  see  putting  all  the 
processing  margins  in  someone  else's 
pocket.  In  1981  he  and  a  partner 
built  a  plant  in  Park  Rapids,  Minn, 
where  3  million  pounds  of  potatoes 
a  day  are  sorted,  scrubbed,  inspect- 
ed, cut  and  fried  into  hash  browns 
and  fast-food  fries.  Buoyed  in  part  by 
the  processing  center,  the  revenues 
for  Offl-itt's  companies  will  probably 
swell  to  $700  million  this  year,  from 
$26  million  in  1985. 

As  a  processor  Offiatt  understands 
the  cost  and  hassle  of  trucking  in 
potatoes  from  far  away.  So  he  buys 
and  leases  farms  in  the  Texas  pan- 
handle. New  Mexico,  Washington, 
Oregon,  Nebraska,  the  Dakotas, 
Minnesota  and  Wisconsin  to  feed 
potatoes  to  nearby  processing  plants. 

"We  were  into  customer  service 
before  it  became  a  buzzword,"  grunts 
Offlitt  as  he  moves  papers  across  his 
roomy  office  in  Fargo.  The  network 
of  farms  also  allows  Offiatt  to  get 
much  better  utilization  of  his  machin- 
ery, moving  it  from  Texas,  for  exam- 
ple, to  the  later  harvest  in  the  Mid- 
west. Reusing  equipment  saves  him 
about  half  a  million  dollars  a  year. 

The  stock  market  makes  Offutt 
itchy  to  take  another  part  of  his 
growing  empire  public  besides  rdo 
Equipment.  Likely  candidate:  Ag 
Capital  Co.,  the  $25  million  (rev- 
enues) agricultural  lending  company 
Offijtt  started  in  the  1980s.  With  the 
creation  of  nationwide  car  dealership 
chains,  Offutt  will  likely  do  some- 
tliing  similar  in  farm  machinery.  He 
says  a  lot  of  aging  John  Deere  deal- 
ers are  looking  to  sell,  and  his  rdo 
Equipment  is  eager  to  buy. 

Ron  Offutt.  A  new  name  to 
remember.  H 
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Make  sure  your  next  computer  has  a 
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pre-installed  in  systems  from  these 
leading  manufacturers. 
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HOW  TO  HOLD  70  floppy  disks 


IN  THE  PALM  OF  YOUR  HAND. 


NEW,  LOWER  PRICE. 

Visit  your  local  retail  store 

or  corporate  reseller, 
or  you  can  even  see  us  at: 
www.iomega.com 


TONS  OF  STORAGE  SPACE. 

Increase  your  storage  space  — 
100MB  at  a  time  for  as  low  as 
$12.95  per  disk  aiter  rebate. 

Perfect  for  storing 
and  running  your  whole  office. 


COMPLETE  PORTABILITY. 

The  Zip  -  drive  and  Zip  disks  are 
small,  lightweight,  and  rugged. 

Which  means  you  can  take  work 
home,  on  the  road,  or  anywhere 
else  you  need  to  go. 


FAST,  EASY  BACKUP. 

Hooks  up  fast  to  your  PC  or  Mac. 
And,  at  up  to  20  times  faster  than 
that  old  floppy  drive,  it's  great 
for  making  copies  of  everything. 
So  the  next  time  your  computer 
spazzes  out,  you  won't. 


OVER  FIVE  MILLION  OUT  T  H  E  R  E.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
everywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
audio  and  visual  capability  of  today's  MMX™  technology-based  systems.  And  with  so  many  Zip  drives  out  there, 
it's  more  than  just  compatible,  it's  universal. 

BECAUSE     it's     YOUR  STUFF.' 


Iomega 


©1997  Iomega  Corporation.  Iomega  and  the  Iomega  logo  are  registered  trademarks,  and  Zip  and  'Because  It's  Your  SlufI"  arc  trademarks  ol  Iomega  Corporation  MMX  is  a  trademark  of 
Intel  Corporation.  All  other  trademarks  are  the  property  of  their  respective  holders.  Prices  listed  are  estimated  street  prices.  Actual  prices  may  vary  Zip  is  compatible  with  Windows^-  95. 
3.1,  NT,  DOS,  OS/2,  and  Mac  OS.  Up  to  20  limes  faster  using  Ihe  SCSI  or  IDE  models,  up  to  5  times  faster  using  the  parallel  port  model. 


The  buck  will 
get  stironger 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  pres- 
ident of  A.  Gary  Shilling 
&  Co.,  economic  con- 
sultants and  invest- 
ment advisers.  His  firm 
publishes  Insight,  a 
monthly  newsletter  cov- 
ering the  business  out- 
look and  investment 
strategy. 


In  recent  years  I  have  recommended  being 
long  on  the  dollar  against  other  major  curren- 
cies. I  still  do.  Here's  another  excellent  rea- 
son: U.S.  exports  are  way  undercounted. 

C.  Harvey  Monk  Jr.,  chief  of  the  Census 
Bureau's  foreign  trade  division,  says  that  the 
U.S.  Customs  Service  is  not  counting  10%  or 
more  of  American  exports.  The  problem  is 
particularly  acute  in  services  where  we  domi- 
nate the  world — in  the  likes  of  software, 
entertainment  and  financial  services.  Services 
were  18%  of  exports  in  1980  and  leaped  to 
27%  in  1996.  They  would  be  a  much  bigger 
share  if  fully  reported.  Says  Ed  Grose,  inter- 
national trade  manager  for  the  Customs 
Service:  "Our  reporting  of  international  trade 
in  services  may  be  deficient  by  40%." 

Why  the  big  export  undercount.^  Largely 
because  government  officials  don't  really  care. 
With  no  duties  on  exports,  their  value  isn't 
important  to  Customs.  They  don't  even 
bother  counting  exports  to  Canada,  our 
biggest  trading  partner.  Instead  they  accept 
Canada's  import  numbers  as  the  official  U.S. 
export  statistics. 

Some  exports,  especially  services,  arc  hard 
to  detect,  much  less  measure.  My  son,  Geoff, 
a  software  manager  with  Microsoft,  told  me, 
"Dad,  we  now  sell  our  programs  on  the 
Internet,  using  outside  vendors.  You  can  call 
one  of  them,  give  the  vendor  your  credit  card 
number,  and  they  will  download  the  software 
over  your  phone."  If  the  buyer  is,  say,  in 
Germany,  what  are  the  odds  of  that  sale  being 
recorded  as  a  U.S.  export?  Zilch. 

The  much-feared  U.S.  trade 
deficit  may  not  even  exist. 


A  former  Customs  official  at  the  Port  of 
Norfolk  says  his  old  department  doesn't 
know  how  to  value  the  computer  software 
copies  being  loaded  onto  ships  but  does 
know  how  to  weigh  physical  commodities.  So 
tliey  weigh  the  CD- ROMs  on  which  the  soft- 
ware is  recorded  and  price  tlicm  as  plastic  at 
114  cents  per  pound.  Services  have  dominated 


the  American  economy  for  years,  but 
Washington  statisticians  are  still  living  in  the 
19th  century,  when  manufactured  goods  were 
paramount. 

Imports,  in  contrast,  are  carcfiilly  measured 
Ijy  Customs  officials  everywhere  because  of 
tjl^c  long  history  of  slapping  tariffs  on  them. 
In  1995,  the  year  of  the  latest  available  data, 
imports  reported  by  all  countries  exceeded 
their  counted  exports  by  $98  billion.  But  the 
two  must  be  equal.  One  country's  exports  are 
others'  imports.  And  the  bulk  of  the  differ- 
ence probably  lies  with  the  U.S.  We  are  the 
world's  biggest  international  trader.  We  are 
also  a  lot  less  concerned  about  what  leaves 
the  country  than  other  nations. 

If  10%  of  U.S.  exports  were  missed  in 
1996,  the  trade  deficit  would  drop  from  the 
reported  $114  billion  to  only  $31  billion.  A 
1 5%  undercount  would  mean  an  actual  sur- 
plus of  $11  billion.  In  short,  the  much-feared 
U.S.  trade  deficit  may  not  even  exist.  The 
current  account  surplus,  as  reported,  put 
$165  billion  into  foreign  hands  last  year.  If 
exports  were  10%  larger  than  reported,  it  falls 
to  $82  billion  and  to  a  mere  $40  billion  with 
a  15%  export  undercount. 

Customs,  however,  is  scheduled  to  imple- 
ment its  Automated  Export  System  next  year. 
It  should  improve  trade  data  collection  vastly. 
When  it  shows  that  the  trade  deficit  is  largely 
imaginary,  the  U.S.  dollar  will  benefit. 

Once  people  see  that  our  imports  and 
exports  are  in  balance,  who  will  listen  to  the 
dollar-bashing  pleas  of  Detroit  automakers 
and  unions,  or  the  cries  of  protectionist 
politicians.''  Japan  and  many  European  coun- 
tries desperately  need  a  rising  greenback  to 
end  domestic  deflation  and  stimulate  growth. 
They  are  only  threatening  to  slow  the  buck's 
rise  to  keep  U.S.  protectionists  at  bay.  If  their 
recent  loud  threats  of  intervention  disappear, 
the  dollar  explodes. 

So  stay  short  the  yen  and  continental  cur- 
rencies. And  be  wary  of  the  shares  of  the  big 
multinationals:  The  rising  buck  will  spawn 
meaningful  currency  translation  losses  for 
them.  Look  at  the  recently  reported  transla- 
tion losses  of  IBM,  Eastman  Kodak,  Rohm  & 
Haas,  3M  and  McDonald's  as  harbingers  of 
the  new^  reality.  H 
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GENEVE 


For  a  brochure  write  to:  Raymond  Weil,  Dept  AD,  587  Fifthi  Avenue.  New  Yorl<,  N.Y.  1001 7 


'1  0/S/SIL 


91  1  0/S/SIL 


reciston  movements 


5885/TT/WR 


RAYMOND  WEIL 

GENEVE 

Stainless  Steel  &  1  8K  Gold  Plated  Case  and  Bracelet, 
Water  Resistant  to  90  ft. 


5883/TT/IV 


5880/TT/WA 


5885/6/IV 


Carlyle&Co. 

The  South  s  Leading  Jew  eler  Since  1922. 


5881  /TT/WA 


Nissan  Motor  has  survived  its  crisis— but  there's  a  big  difference  between  survival 
and  the  kind  of  prestige  and  prosperity  Nissan  once  enjoyed. 

Member  of  the  pack 


By  Neil  Weinberg 


A  FEW  YEARS  AGO  Nissan  Motor  Co., 
the  world's  seventh-largest  carmaker, 
was  teetering  on  the  verge  of  bank- 
ruptcy. As  losses  mounted,  the  com- 
pany's consolidated  debt  reached  a 
staggering  $32  billion  in  the  fiscal 
year  that  ended  in  March  1994.  Total 
shareholders  equity  that  year  was 
$12.6  billion. 

Industrial  Bank  of  Japan,  Nissan's 
lead  lender,  kept  the  business  afloat  as 
Yoshihimi  Tsuji  (then  Nissan's  presi- 
dent, now  its  chairman)  closed  the 


first  Japanese  car  plant  in  half  a  centu- 
ry and  offered  early  retirement  to 
thousands  of  workers,  some  as  young 
as  30.  The  cost-cutting — and  the  yen's 
dramatic  depreciation  against  the 
dollar — saved  the  company.  After 
losing  $3.2  billion  between  fiscal  1992 
and  1995,  Nissan  is  expected  to  report 
a  consolidated  profit  of  around  $500 
million  in  fiscal  1996,  which  ended 
Mar.  30,  on  revenues  of  $50  billion. 

Having  survived  the  crisis,  Nissan 
now  wants — and  needs — to  grow 


Yoshikazu  Hanawa, 
Nissan's  president 
Boisterous,  self- 
confident  and  driving 
for  marltet  sliare. 


again.  That  job  falls  to 
Tsuji's  handpicked 
successor  as  president: 
Yoshikazu  Hanawa,  a 
straight-talking,  40- 
year  Nissan  veteran 
who  helped  set  up  its 
plant  in  Smyrna,  Term, 
in  the  early  1980s. 

Hanawa,  63,  sports 
a  thick  head  of  swept- 
back  hair  and  is  a  bois- 
terous speaker.  A  man 
of  enormous  self-confi- 
dence, he  has  set  some 
extremely  ambitious 
targets  for  the  compa- 
ny he  now  leads.  He 
vows  to  reverse  a 
decades-long  sfide  in 
Nissan's  market  share 
in  Japan,  where  Nissan 
does  40%  of  its  busi- 
ness. That  share  has 
dropped  steadily  from 
a  1972  peak  of  34%  to 
about  20%  today. 
Hanawa  promises  to 
push  it  up  to  25%  over 
the  next  three  years. 
Each  percentage  point  of  Japanese 
market  share  is  worth  roughly  $1.4 
billion  in  annual  gross  revenues. 

As  Hanawa  sees  it,  achieving  this 
target  is  the  only  way  Nissan  can 
regain  the  financial  flexibility  it  will 
need  to  remain  one  of  the  world's 
top  carmakers.  Nissan's  finances  are 
still  shaky,  especially  in  comparison 
with  those  of  its  main  rivals.  Toyota 
Motor  Corp.,  for  example,  has  $20 
billion  in  the  bank  and  a  debt-to- 
equity  ratio  of  47%.  Honda  Motor 
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CHOOSE 
YOUR  TRAVEL 
PARTNER  WISELY 


Co.'s  debt-to-equity  ratio  is 
around  100%,  but  Honda  is 
also  highly  profitable. 

Nissan?  It's  debt  is  still 
$29  biUion.  It  entered 
fiscal  1996  with  debt-to- 
equity  ot  273%  and  earns 
margins  well  below 
Toyota's  and  Honda's.  "We 
can't  improve  our  financial  sit- 
uation simply  by  cutting  costs  because 
that  means  shrinking,"  Hanawa  tells 
Forbes.  "That's  why  we're  aiming  for 
a  25%  market  share  [in  Japan],  which 
is  the  minimum  Nissan  needs  to 
remain  a  major  player." 

Can  Nissan  sell  nearly  200,000  more 
cars  in  the  crowded  Japanese  market — 
and  turn  a  profit.'  The 
fact  is, 


The  Nissan  Truck 


the  company  has  not  been  producing 
the  kind  of  cars  that  excite  Japanese  con- 
sumers. Last  year  Nissan  introduced 
four  new  models — but  its  domestic 
market  share  actually  dropped  1 .4  per- 
centage points,  to  a  record  low  of 
19.4%.  This  despite  spending  far  more 
per  vehicle  on  ads  and  sales  promotion 
than  Toyota,  which  now  outsells  Nissan 
2-to-I  in  Japan. 

In  a  business  where 
economies  of  scale 
matter,  Toyota 
books  one-fift:h 
of  its  sales  from 
models  with 
annual  production 
runs  of  over  500,000 
units.  Nissan's  top-selling  model  is 
the  March,  at  142,000  units  a  year. 

For  years  Nissan  executives  dis- 
missed recreational  vehicles  as  a  pass- 
ing fad.  Big  mistake.  Japanese  con- 
sumers seem  to  be  even  crazier  about 
RVs  than  their  American  counterparts. 
The  RV  category  (which  in  Japan 
includes  minivans,  sport  utility  vehi- 
cles   and    station    wagons)  now 


The  Largo:  for  the  RV-loving  buyer 


accounts  for  nearly  50%  of  Japanese 
passenger  car  sales,  up  from  a  little 
over  10%  in  1990. 

Hanawa  says  Nissan  will  introduce 
eight  models  this  year,  six  of  them  RVs. 
But  Nissan  is  late.  This  year  Japanese 
consumers  will  be  able  to  choose 
among  over  60  RV  models  offered  by 
Japanese  and  foreign  carmakers. 

Noriyuki  Matsushima, 
a  respected  auto  analyst 
at  Nikko  Research 
Center,  puts  the  con- 
cern this  way:  "For 
years,  whenever  Toyota  has 
done  something,  Nissan  has 
followed  and  consistently 
lost  market  share.  Nissan  should 
quit  trying  to  be  Toyota.  It  should 
find  a  stable  niche  and  focus  on  it." 

Outside  Japan,  where  Nissan  books 
around  60%  of  its  sales,  the  picture  is 
also  blurry.  Taken  as  a  group,  Japa- 
nese automakers'  share  of  the  U.S. 
car  market  has  climbed  since  the  early 
1980s  to  nearly  25%.  But  Nissan's 
share  has  stalled  at  around  5%. 


The  Stagea:  undercutting  Volvo  by  50% 


Last  year  Toyota  and  Honda  each 
posted  strong  U.S.  sales  gains. 
Nissan's  U.S.  sales  fell  2.7%,  to 
750,000  units.  A  survey  late  last  year 
by  Allison-Fisher,  Inc.,  a  Southfield, 
Mich,  market  research  firm,  revealed 
that  iust  37%  of  American  Nissan 
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Nissan:  It's  time  for  a  tune-up 

Company 
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Nissan's  production  is  nearly  30% 
greater  tlian  Honda's,  but  its  marltet 
cap  is  barely  half.  For  a  comeback,  it 
needs  more  exciting  cars  and  trucks. 

owners  plan  to  buy  their  next  car 
from  the  same  company,  versus  58% 
for  Honda  and  61%  for  Toyota. 

There  is  some  room  for  hope. 
Later  this  year  Nissan  will  relaunch  its 
small  pickup  and  bring  out  a  new  ver- 
sion of  the  popular,  bullet-shaped 
Altima  sedan.  Nissan  also  offers  the 
Pathfinder  sport  utility  vehicle  and 
the  Ford-assembled  Quest  minivan, 
and  is  spending  heavily  on  advertising 
and  dealer  incentives.  Worldwide, 
Nissan  will  support  its  line  with  a 
$1.8  billion  advertising  and  sales  pro- 
motion budget,  up  28%  over  last 
year,  according  to  ing  Barings. 

"We're  trying  to  create  an  envi- 
ronment where  we  catch  attention 
and  build  favorable  opinions,"  says 
Nissan  Motor  Corp.  in  U.S.A.  Presi- 
dent Robert  Thomas. 

But  Nissan's  top  Japanese  rivals  are 
showing  no  mercy.  Toyota  and  Honda 
have  jumped  ahead  widi  a  hot-selling 
new  class  of  small  sport  utility  vehicles 
built  on  auto  chassis — Toyota  with  the 
RAV-4  and  Honda  with  the  CR-v. 
Their  lead  will  widen  when  tlie  two 
firms  add  a  combined  half-million  units 
of  capacity'  in  North  America  by  next 
year,  including  a  pickup  and  minivan 
for  Toyota  and  a  minivan  for  Honda. 

Nissan,  too,  wants  to  add  another 
model,  likely  an  RV,  but  with  its 
Smyrna,  Tenn.  plant  running  at  fu!! 
capacity  it  could  take  another  two 


years.  A  second  North  American  fac- 
tory, in  Mexico,  is  operating  at  50%  of 
capacity,  but  Nissan  is  just  now  retool- 
ing it  to  export  the  Sentra  sedan  to  the 
U.S.  When  the  switchover  is  complete, 
around  2000,  Nissan  should  be  able  to 
supply  the  U.S.  with  another  150,000 
units  of  whatever  is  hot.  "Our  jump 
[in  sales]  will  come  in  1999  or  2000," 
says  Thomas  hopeflilly. 

In  1986  Nissan  became  the  first 
major  Japanese  automaker  to  build 


cars  m  Europe,  and  it  has  been  the 
bestselling  Japanese  marque  there 
ever  since,  with  a  current  market 
share  of  2.8%  to  Toyota's  2.6%  and 
Honda's  1.5%.  But  in  recent  years 
Nissan  has  also  lost  money  in 
Europe — an  estimated  $360  million 
last  fiscal  year  alone — thanks  to  an 
inefficient  sales  network  and  stiffen- 
ing competition.  Hanawa  is  counting 


on  a  shakeup  of  Nissan's  European 
distribution  and  a  relaunch  of  the 
Primera,  one  of  its  top  two  European 
sellers,  to  erase  the  red  ink. 

In  Southeast  Asia,  potentially  the 
world's  most  explosive  market, 
Nissan  is  profitable.  Unfortunately, 
the  region  hasn't  been  a  high  priori- 
ty for  Nissan,  and,  at  about  240,000 
units  annually,  Nissan's  sales  are  only 
about  40%  of  Toyota's. 

In  theory  there  is  enormous  oper- 


hopes  increased  efficiencies  and 
improved  market  share  will  bolster 
thin  operating  profits. 

ating  leverage  pent  up  inside  Nissan. 
Eight  years  ago  the  company  booked 
operating  profits  of  $2.8  billion  on  its 
revenue  base  of  $45  billion.  If  it 
could  earn  just  half  that  margin  on 
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Let's  Talk 


Telephone.  Wireless.  Information  services  for 
the  financial  and  communications  industries. 
If  that  is  all  we  did,  we  could  easily  describe 
what  we  could  do  for  you.  But  we  are  a 
computing  and  communications  company 
with  practical  experience  in  all  these  areas, 
so  the  possibilities  are  endless.  Let's  talk. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 


WHY  SUBSTANTIAL 
INVESTORS  REQUIRE 
A  COMMITMENT  TO 
PRIVATE  INVESTMENTS. 


Bessemer  Client  Private  Investments  vs.  Public  Market  Indices 
Annualized  Returns  10/1/87  —  1/31/97 


T-Bills  Lehman  EAFE  S&P  500  Bessemer 

Gov't/Corp  Index  Index         Client  Private 

Index  Investments 


*The  average  annualized  returns  achieved  by  private  investments  in  which  Bessemer  Trust 
Company  clients  have  invested.  Past  performance  is  not  indicative  of  future  results. 

o 

V-Zur  90-year  history  has  taught  us  that  individuals  and 
families  with  substantial  fortunes  find  it  advantageous  to  have 
a  portion  of  their  assets  invested  for  significant  capital  appre- 
ciation. With  the  erosion  of  wealth  due  to  taxes  and  inflation, 
we  believe  private  investments  in  buyouts,  venture  capital  and 
other  private  investment  opportunities  should  be  a  key  part  of 
a  well-designed,  long-term  investment  program  intended  to 
span  generations.  We  believe  clients  should  typically  commit 
10%  to  25%  of  their  assets  to  private  investments. 

Bessemer  clients'  private  investments  have  achieved  a  23.7% 
net  annualized  return  since  October  1987 — well  ahead  of  pub- 
lic market  indices.  The  risks  associated  with  private  invest- 
ments may  be  higher  than  public  market  investments. 

Private  foundations  and  endowment  funds  with  significant 
long  term  funding  needs  should  also  consider  committing  a 
portion  of  their  assets  to  private  investments. 

If  you  have  $5  million  or  more  to  invest  and  would  like  to  learn 
more  about  Bessemer's  investment  capabilities,  including  our 
booklet  "Private  Investing  for  Substantial  Investors,"  please 
write  or  call  Robert  C.  Elliott  at  (212)  708-9141. 

Bessemer  Trust 

ENHANCING  PRIVATE  FORTUNES  FOR  GENERATIONS 

New  York  (212)  708-9141  \  Palm  Beach  (561)  655-4030  \  Miami  (305)  372-5005 
Naples  (941)  435-0034  \  Washington,  DC  (202)  659-3330  \  Chicago  (312)  220-9898 
Los  Angeles  (213)  892-0900  \  San  Francisco  (415)  291-1810 

630  Fifth  Avenue.  New  York.  Netv  York  Will 
E-Mail  at:  wealth@bessemercom 


today's  revenues,  operating  income 
would  quickly  double,  to  $1.5  bil- 
lion. Nissan  stock,  now  trading  at 
$12  per  American  Depositary 
Receipt,  55%  of  its  high,  would  prob- 
ably follow  suit.  That's  the  theory. 
The  realit}'  probably  won't  be  as  neat. 

Under  Hanawa,  Nissan  is  working 
hard  to  increase  its  profitability. 
Three  years  ago  Nissan  produced  141 
varieties  of  seats  and  58  different 
steering  wheels  for  a  single  car  model, 
but  has  done  an  excellent  job  of  stan- 
dardizing parts.  (It  now  makes  38 
types  of  seats,  for  example,  and  a 
dozen  steering  wheels  for  the  car.) 

''We're  trying  to  create 
an  environment  where  we 
catch  attention  and  huild 
favorable  opinions." 

Nissan  also  hopes  smarter  use  of  exist- 
ing components  will  help  it  cut  product 
development  time  b)'  40%,  to  about  19 
months.  It  built  the  Stagea  station  wagon, 
which  was  launched  in  Japan  last  year,  on 
an  existing  chassis.  That  cut  development 
time  and  enabled  Nissan  to  put  a  base 
price  on  the  Stagea  of  $18,000,  under- 
aitting  VoK'o's  ri\'al  wagon  by  nearly  50%. 
(Volvo  now  sells  over  20,000  units  a  year 
in  Japan.)  At  7,000  units  a  month, 
Stagea's  sales  are  running  well  ahead  of 
Nissan's  predictions. 

But  here  again,  Nissan  is  a  member 
of  the  pack,  not  the  leader.  Some 
domestic  rivals  have  already  cut  prod- 
uct development  below  Nissan's  19- 
month  target.  Last  year  Toyota  pro- 
duced its  Ipsum  minivan  from  scratch 
in  less  than  15  months.  What's  more, 
Nissan's  skinny  1.5%  operating  profit 
margin  aiid  $29  billion  in  debt  don't 
leave  much  room  for  error.  Nikko 
Research  Center's  Matsushima  pre- 
dicts that  Nissan's  operating  profit 
margin  will  rise  to  3.4%  in  1998,  but 
that  Honda's  and  Toyota's  margins 
will  rise  faster  (see  chart,  p.  68). 

"We've  turned  the  corner,"  boasts 
the  cover  of  Nissan's  latest  annual 
report.  That's  true:  This  proud  old 
carmaker  is  no  longer  at  bankruptc}''s 
door.  But  in  tr\'ing  to  restore  Nissan 
to  its  previous  levels  of  market  share 
and  profitability,  Yoshikazu  Hana\\'a 
faces  some  very  long  odds.  ■■ 
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We've  also  been  known  to  move  earth. 

Going  above  and  beyond  the  expected.  To  us, 
it  means  more  than  offering  the  usual  business 
incentives.  It's  doing  whatever  it  takes  to  bring 
your  company  to  Mississippi.  And  then  working 
hard  to  keep  you  satisfied  once  you're  here. 
Given  our  state's  pro-business  attitude  and  fast- 
growing  economy,  that's  a  promise  we  can  back 
up.  Calll-800-340 -3323.  Tell  us  your  wants.  Your 
needs.  Your  wildest  dreams.  Heaven  knows,  we'll 
do  everything  we  can  to  make  them  come  true. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  httpVAvww.mississippl.org 


Absolutism 


BY  JOHN  RUTLEDGE 


John  Rutledge  is  an 
economist  and  chair- 
man of  Rutledge  &  Co., 
a  merchant  bank  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


One  of  my  pet  peeves  at  board  meetings  is 
the  excuse  that  a  company's  lousy  perfor- 
mance is  acceptable  because  it's  doing  better 
than  its  competitors.  Managers  who  are  losing 
money  or  behind  plan  will  frequendy  show  up 
at  board  meetings  with  charts  and  graphs 
showing  better  inventory  turns,  more  loyal 
customers,  or  superior  products  or  services 
than  a  selected  list  of  competitors.  But  doing 
better  won't  necessarily  pay  the  rent.  To  earn 
the  right  to  use  the  shareholders'  capital, 
managers  must  meet  absolute  standards,  not 
relative  standards. 

This  flies  in  the  face  of  accepted  practice. 
After  all,  managers  say,  we  are  all  competing 
against  someone  for  our  customers'  business. 
That's  why  managers  track  market  share  data 
and  study  best  practices  to  improve  their  per- 
formance. But  too  narrow  a  focus  on  a  com- 
pany's existing  competitors  can  breed  compla- 
cency that  will  allow  the  next  competitor  to 
drive  all  of  you  out  of  business. 

Wal-Mart,  Nucor,  Southwest  Airlines  and 
Home  Depot  are  all  examples  of  companies 
that  were  able  to  prosper  by  satisfying  a  cus- 
tomer need  that  was  being  ignored  by  existing 
competitors  who  were  focused  on  beating 
each  other.  It  is  the  competitor  you  can't  see 
that  will  kill  you. 

The  best  way  I  know  to  avoid  being  blind- 
sided  by  a  new  competitor  is  to  focus  entirely 
on  the  absolute  level  of  quality  you  deliver  to 
the  customer.  This  is  the  principle  that  John 
Wooden,  legendary  UCLA  basketball  coach, 
used  to  teach  his  players.  You  don't  make 
plans  or  run  practices  against  specific  oppo- 
nents; you  plan  and  practice  to  be  your  best. 
Period.  You  can't  do  this  without  absolute 
standards  of  performance. 

I  ran  into  an  interesting  example  of  this  a 
few  weeks  ago  in  a  company  that  had  just 
completed  a  difficult  combination  of  two 
businesses.  When  a  company  is  going  through 
a  transition  like  this  and  managers  expect 
tiiere  to  be  unavoidable  problems,  my  goal  is 
to  throw  enough  extra  resources  at  the  prob- 
lem to  keep  it  from  hurting  a  customer.  That 
means  bringing  in  extra  temporary  help, 
weekend  training  sessions  and  doing  whatever 
it  takes  to  protect  the  customer. 

In  this  particular  case  the  company  wasn't 
able  to  do  that.  During  the  conversion  from 


one  computer  system  to  another,  the  cus- 
tomer service  reps  temporarily  lost  the  abilit)' 
to  see  into  the  plants  to  know  if  they  had  a 
particular  product  on  the  shelf  to  ship  that 
day.  Some  customers'  orders  were  delayed  as  a 
result.  Others  failed  to  get  confirmation  that 
their  orders  had  been  received. 

The  managers  fixed  the  problems  by  estab- 
lishing absolute  standards  for  customer  ser- 
vice. Their  new  policy:  No  order  will  be  taken 
that  cannot  be  shipped  when  the  customer 
wants  it.  Every  phone  call  will  be  answered  on 
the  second  ring.  Every  order  taken  will  be 
entered  in  the  computer  system  with  a  confir- 
mation sent  back  to  the  customer  before 
anyone  goes  home  for  the  night.  Period.  They 
executed  this  by  bringing  in  extra  people,  and 
by  putting  the  managers  on  the  phones  taking 
orders  until  the  problems  were  solved. 

Fortunately,  this  company  had  an  extremely 
strong  reputation  with  its  customers — they 
didn't  jump  ship  while  the  problems  were 

It  is  the  competitor 
you  can't  see  that 
will  kill  you. 


being  addressed.  Most  companies  don't  get 
the  luxury  of  a  second  chance. 

Absolute  standards  apply  to  a  company's 
responsibilities  to  its  shareholders,  too.  Being 
more  profitable  than  other  firms  in  the  same 
industry  is  not  good  enough.  Managers  must 
generate  risk-adjusted  returns  on  capital  that 
are  systematically  better  than  investors  can 
earn  on  a// other  investments  if  they  want  to 
continue  to  use  the  owners'  capital. 

For  most  midsize  companies  that  means 
generating  aftertax,  free  cash  flow — cash  profits 
adjusted  for  any  necessary  capital  spending  or 
increases  in  working  capital — of  at  least  15%  to 
20%  of  invested  capital  per  year,  averaged  over 
a  three-to-five-year  period.  If  the  managers 
meet  this  standard,  the  board's  job  is  to  give 
them  more  capital  to  grow  the  business.  If  they 
don't,  the  board  should  get  new  managers  or 
redeploy  capital  to  other  value -producing 
uses — or  return  the  money  to  the  owners 
through  dividends  or  share  repurchases. 

Doing  better  than  the  other  guy  may  be 
good  enough  for  horseshoes,  but  in  business 
it's  absolute  standards  that  really  count.  H 
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Everyday 
Siebe  appliance 

controls  are 
turned  down  by 
the  world's 
master  chefs. 


At  work  in  almost  every  corner  of  the  world 
there's  an  engineering  company  called  Siebe.  Our 
appliance  controls  turn  up  in  more  cookers,  freezers 
and  refrigerators  than  any  other  manufacturers.' 


{  I 


But  beyond  the  world's  kitchens,  our  innovations 
stretch  from  automated  factories  to  air  compressors 
and  from  semiconductors  to  safety  equipment.  And 
we're  in  the  most  important  place  of  all.Tne  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic.  Saxon  House,  2-4  Victoria  Street.  Windsor,  Berkshire  SL4  1  EN.  England.  Tel.  +44  1753  855411.  Siebe  Inc.  33  Connmercial  Street.  Foxboro.  MA  02035  USA,  Tel  I -888- FOX  BO  RO. 
For  information  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777. 
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Like  it  or  not,  here  come  vending  machines  for  cigars. 

Press  B-1 
for  Macanudo 


By  Daniel  Roth 

On  a  Wednesday  afternoon  last 
March,  Peter  Michaels  and  Joseph 
Preston  worked  a  crowd  of  reporters 
wlio  gathered  at  Washington,  D.C.'s 
posh  Galileo  restaurant.  Waiters  in 
white  jackets  swirled  about  offering 
drinks  and  hors  d'oeuvres.  The  stage 
set,  the  T\'  lights  on,  Michaels,  33,  and 
Preston,  26,  dramatically  ripped  away 
a  pinstriped  canvas  sheet  to  unveil 
CigarSir,  a  refrigerator-size  vending 
machine.  As  they  slid  $20  bills  into  tlie 
machine,  out  popped  premium  pri- 
vate-label cigars. 

The  hacks,  many  of  them  puffing 
(hacking.^')  away  on  complimentary 
cigars,  rushed  off  to  their  newsrooms 
to  give  Michaels  and  Preston  airtime. 
Within  two  days  images  of  Michaels 
and  Preston  aired  on  the  national 
news  anci  on  some  30  local  stations. 
The  Sunday  Tm«  of  London,  Time 
magazine  and  other  print  media  ran 
with  the  story.  Better  yet,  on  the  day 
of  die  event,  John  DePalma,  owner  of 
the  Fumatore  Club,  a  cigar  bar  in 
Chicago,  ordered  80  CigarSirs,  which 
retail  at  $14,500  each. 

By  the  time  a  vending  machine 
comes  to  a  bar  near  you,  the  cigar 
boom  may  well  be  over  (Forbes,  Apr. 
21).  But  until  the  frenzy  subsides, 
entrepreneurs  like  Michaels  and  Pres- 
ton hope  to  make  their  fortunes. 

The  partners,  who  until  now  have 
run  Critical  Solutions  Group,  a  market 
consulting  firm  in  Bethesda,  Md.,  hit 
on  the  idea  of  a  cigai-  vending  machine 
last  summer.  It  was  10  p.m.  and  they 
left  a  client's  office  with  a  hankering 
for  a  cigar.  Yet  die  only  tobacco  shop 
tliey  could  find  was  closed. 

Why  didn't  restaurarits  and  hotels 
offer  cigar  vending  machines? 

At  a  vending  machine  trade  show  in 
St.  Louis  last  October,  Michaels  and 
Preston  found  companies  willing  to 


CigarSir's  Joseph  Preston  and  Peter  Michaels  with  their  retrofitteo  ice  cream  vending  machine 
Next  up:  CigarSir  CDs,  CigarSir  videos  and  a  CigarSir  credit  card. 


make  such  a  machine — but  ranging 
from  $60,000  to  $75,000  for  a  pro- 
totype. In  Charlotte,  N.C.  they  found 
a  manufacturer  with  a  lower  price,  but 
when  he  reftised  to  sign  a  confiden- 
tialit)'  agreement  die  deal  was  off. 

In  the  end  die  two  decided  to  make 
their  own.  For  $15,000  diey  bought  a 
refrigerated  machine  that  vended 


prepackaged  ice  cream.  Then  they 
hired  an  engineer  and  a  humidor  man- 
ufacturer to  convert  the  machine's 
Ireezer  into  a  unit  that  would  produce 
the  ideal  environment  for  cigars — 70% 
liumidirs'  and  70  degrees  Fahrenheit. 
A  programmer  wrote  software  to  get 
CigarSir's  robotic  arm  to  pick  up  the 
desired  cellophane -wrapped  cigar  and 
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•    The  nib  i s 


f!;'    STILL  SLIT 


BY  HAND 


USING   A  DISK 


It  requires  years  of  experience  and  a  steady 
hand  to  slit  the  nib  of  the  PARKER  DUOFOLD 
Red  Jasper.  The  disk,  a  mere  .005  of  an  inch 
in  thickness,  must  hit  its  mark  exactly. 

Once    slit,     each     individually  embossed 


18K  gold  nib  is  polished  to  a  high  lustre.  All 
told,  it's  a  process  that  takes  several  days  to 
complete.  But  given  the  results,  it  is  time  well 
spent.  Like  al!  of  our  writing  instruments,  the 
PARKER  DUOFOLD  has  a  lifetime  guarantee. 


•PP. 


A  PARKER  IS  IN  THE  DETAILS  4"  PARKER 


Fahnicy's  i'cns  l-800-624-l'i: N.S 


STARTING  YOUR  ommmms 


Cigar  Vending 
Corp.'s  principals: 
Rudy  Kraus, 
Lee  Jolley  and 
Steve  Friedman 
Friedman 
dreamed  up 
the  idea  first, 
created  the 
machine  first 
and  unveiled 
it  first.  Yet 
CigarSir's  media 
blitz  stole 
the  spotlight. 


Engineered 


beyond 


your  wildest 


dreams. 


11  I 
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drop  it  down  a  chute.  A  local  carpen- 
ter built  mahogany  front  panels  to 
replace  the  cold  black  metal  ones. 

Total  cost  for  the  CigarSir  proto- 
type, including  marketing:  $50,000. 

Michaels  and  Preston  weren't  the 
only  ones  working  on  the  idea.  In 
August  1995  Steven  Friedman, 
founder  of  Monroe,  Conn. -based 
Data  Support  Associates,  tried  to  buy 
a  cigar  while  playing  golf.  But  the 
course  didn't  sell  cigars. 

Friedman,  whose  $15  million  (sales) 
company  designs  humidification  con- 
trols, called  his  chief  engineer,  Rudy 
Kraus,  and  told  him  to  start  work  on 
a  humidified  vending  machine  for 
cigars.  Kraus  designed  it  from  scratch, 
using  a  separate  water  Une  and  contin- 
uous air  circulation  to  create  a  perfect 
humidor  doing  business  as  a  vending 
machine.  Prototype  cost:  $200,000. 

Both  sides  agree  that  a  well-placed 
cigar  vending  machine  should  be  able 
to  sell  at  least  ten  cigars  a  day,  grossing 
more  than  $80  a  day.  But  there  the 
similarities  end.  Friedman  distributes 


his  machines  for  free  and  gives  restau- 
rants or  bars  $1  to  $3  per  cigar  sold, 
out  of  a  full  price  of  $4  to  $15. 
Michaels  and  Preston  sell  their  Cigar- 
Sirs  outright  for  $14,500;  or  $16,000 
for  one  that  accepts  credit  cards.  The 
owners  then  keep  whatever  money  the 
machines  generate. 

When  his  rivals'  machine 
got  mentioned  in  USA 
Today ^  Friedman  freaked: 
punched  a  hole  in  the 
wall."  The  next  day  he 
hired  a  publicist. 


So  far  CigarSir  is  faster  out  of  the 
gate,  probably  thanks  to  its  inventors' 
aggressive  courting  of  the  media. 
Before  the  first  CigarSir  was  even 
built,  Preston,  who  has  been  in  public 
relations  since  he  was  19,  managed  to 
plant  a  story  about  the  machine  on 
the  cover  of  USA  Today's  Life  section. 


Michaels  and  Preston  have  delivered 
just  three  CigarSirs  to  date  but  claim 
the  publicity  surrounding  tiieir  launch 
has  brought  in  so  many  inquiries  that 
they  expect  to  sell  400  this  year.  Also 
in  the  works:  a  CigarSir  CD  with  music 
to  smoke  cigars  to,  CigarSir  videos  on 
cigar  smoking  and  a  CigarSir  Visa  or 
MasterCard. 

Friedman  thought  his  Cigar  Vend- 
ing Corp.  had  the  industry  locked  up 
until  he  spotted  that  USA  Today  arti- 
cle. His  reaction:  "1  punched  a  hole  in 
the  wall  of  my  office."  The  next  day 
he  hired  a  public  relations  firm  and 
moved  up  the  launch  date  of  his 
machine  to  late  January,  six  weeks 
before  CigarSir's  lavish  launch  party. 

Friedman  may  need  better  flacks. 
Despite  some  coverage  on  CNN,  only 
two  local  newspapers  and  a  handflil  of 
trade  magazines  wrote  about  his  prod- 
uct's launch.  So  far  Friedman  has 
placed  just  one  machine  and  claims  to 
have  orders  for  30  more.  "I  thought  a 
good  quality  product  would  sell  on  its 
own,"  sighs  Friedman.  H 


Proof  that  dreams  do  come  true. 

Today,  everything  is  about  speed  and  efficiency.  Youi  business  fias  gone  global, 

and  you  need  to  keep  a  competitive  edge  by  having  all  the  latesi  tools.  Which  is  why, 

as  the  world's  leader  m  portable  technology,  you  can  always  rely  on  us  to  meet  your 

needs.  And  we  have,  time  and  time  again.  By  being  the  first  to  offer  you  portables  loaded 

W^^T^     with  the  latest,  most  relevant  technology.  Like  video  conferencing  and  Intel 

^  MMX"'  tectmology.  Introducing  the  Toshiba  Tecra""  740CDT.  You'll  find,  it  not  only 
pentlum' 

Designefl  for 

meets  your  expectations,  it  exceeds  them.  No  other  portable  comes  close.  And 
though  flying  portables  aren 't  yet  a  reality,  when  they  are,  we  '11  be  the  first  to 


^  MMX "  TECRNOLOGT 


bring  them  to  you.  After  all,  our  commitment  to  delivering  you  the  latest  technology 
is  what  we're  about.  For  more  mfonnation  about  our  amazmg  new  portables, 
call  1-800-457-7777,  or  visit  our  Web  site  at  http://computers.toshiba.com. 


In  Touch  with  Tomorrow 

TOSHIBA 


by  ia2(K  using  the  I66MH2  Pentium* 
processor  with  MMX  technology. 

^  VIDEO  CONFERENCING 

Expenence  ^ace^o-^ace  communication 
in  and  out  oi  the  oilice  With  supenor 
video  quality  and  ease  ol  use. 

►  13.3"  COLOR  DISPIAY 

Equipped  with  bnUianlTTr  color  Imagine 
the  largest  display  available  in  a  portable 

►  lOX  CD-ROM- 
Access  your  video,  sound  and  data 
with  the  maximum  speed  available. 

Tecra  730XCDT  also  available: 

150MHz  Penlium  processor,  optional  video 

conletencing  and  121'  color  display 


Arbol  chili  peppers 


Need  some  Indian  rogan  josh  for  your  lamb  dish? 
Some  vindaloo  for  your  pork  stew?  Bill-  Penzey  is  at 
your  service. 

A  life  of  spice 


By  Christine  Foster 

Stranded  in  Borneo  for  a  few  days  mail-order  spice  business.  Returning 

in  Marcli,  William  Penzey  Jr.  let  it  be  to  his  hotel  room  that  evening,  he 

known  that  he  was  looking  for  a  new  found  a  white,  pepper-tlavored  candy 

source  of  white  peppercorns  for  his  on  his  pillow.  The  candy  itself  wasn't 


Penzeys,  Ltd. 
owner  William 
Penzey  Jr. 
Building  a 
$4  million 
spice  business 
by  selling 
exotic 
stuff  the 
big  outfits 
don't  carry. 


very  tasty,  but  listed  on  the  wrapper 
were  the  whereabouts  of  the  elusive 
Malaysia  Pepper  Marketing  Boarci.  "I 
ended  up  finding  the  nicest  white 
peppercorns  you've  ever  tasted," 
Penzey  beams. 

Such  are  the  small  adventures  and 
victories  that  have  accumulated  over 
the  past  decade  to  make  Penzeys, 
Ltd.,  Bill  Penzey's  S4  million  (rev- 
enues) mail-order  spice  and  seasoning 
business.  Penzey,  34,  has  scoured 
India  for  the  most  pungent  cumin, 
Madagascar  for  the  most  fragrant 
vanilla  beans. 

On  a  trip  to  India's  west  coast 
looking  for  cardamom,  Penzey  dis- 


Cinnamon 
sticks  from 
Indonesia  and 
Vietnam 
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A  rooftop  retreat  at  ':V 
Far  Eastern  Plaza  Hotel  in  Taipei. 


Far  Eastern  Plaza  Hotel 

i:npei  Metro,  201  Tun  Hwa  South  Road  Sec  2,  Taipei  106  Taiwan,  Republic  of  China  Tel:  (886  2)  378  8888  Fax:  (886  2)  377  7777  TAIPEI 

I  II  I  I  lfC-»    r-         J         k  ,1  II  I_       .  ai^t^  n,-^  cr\ct^   I    .  .   U..     //  CU  I  MANAGEIJ  BY  5HAN(,RI  LA  INTERNATIONAL  HOTEL 

I '  >r  reservations,  call  your  travel  consultant  or  USA,  Canada  &  Mexico  toli-tTce  1  800  942  5050  Internet  http://www  bhangn-La  com  management  limited 

KAII  •  BANGKOK  •  BKIHAI  •  BEIJING  •  ChBU  '  CHANGCHUN  ♦  DALIAN  (MID  1997)  *  fIJI  '  HANCZHOU  '  HONC  KONC.  '  JAKARTA  '  KOTA  KINABALU  '  KUALA  LUMPUR  • 
MANILA    •    PENANC    •    QINCDAO    (MID    1997)    •    SHANGHAI    •    SHENYANG    •    SHENZHEN    •    SINGAPORE    •    SURABAYA    •    TAIPEI    •    VANCOUVER    •    XIAN    •  YANGON 


STARTIH6  YOUR  OWH  BUSIHESS 


covered  vindaloo,  a  potpourri  of 
coriander,  garlic,  cumin  and  ginger 
widely  used  in  the  region.  He  toned 
it  down  for  American  palates  and 
added  it  to  his  line  at  $4.29  for  a 
half-cup  jar. 

This  is  an  industry  dominated  by 
giants.  McCormick  &  Co.,  Inc.  and 
Specialty  Brands  with  its  Spice  Islands 
and  Durkee  lines  together  control 
nearly  60%  of  the  $1.4  billion  (retail 
sales)  U.S.  spice  market.  But  what 
Penzey  lacks  in  volume  he  makes  up 
for  with  a  loyal  following  of  home 
cooks  who  wouldn't  buy  their  spices 
from  anyone  else,  even  if  they  could. 
Many  of  the  spices  Penzey  stocks  in 
his  new  25,000-square-foot  ware- 
house in  Muskego,  Wis.  cannot  easily 
be  obtained  elsewhere.  Spice  Islands, 
for  example,  carries  only  one  kind  of 
cinnamon.  Penzey  stocks  four  vari- 
eties, along  with  hard-to-find  Indian 
rogan  josh,  a  pungent  seasoning  used 
in  cooking  lamb.  Price:  $4.49  for  a  4- 
ounce  bag. 

Penzey  got  the  spice  idea  from  his 
parents,  Ruth  and  William  Penzey 
Sr.,  who  for  decades  have  sold  spices, 
most  recendy  in  Wauwatosa,  Wis.  At 
the  University  of  Wisconsin  in  the 
early  1980s,  son  Bill  cooked  up  his 
own  spice  major,  combining  history 
and  food  science.  He  wrote  papers  on 
ancient  trading  routes  and  spice 


Whole  star  anise 


Costa  Rican  cardamom  pods 


usage  in  Roman  times.  Tfc 

In  •  1984,  with  $14,000 
saved  from  part-time  and  summer 
jobs,  Penzey  opened  a  small  spice 
shop  in  Dobbs  Ferry,  outside  New 
York.  But  he  let  his  overhead  ex- 
penses grow  beyond  the  shop's  abili- 
ty to  support  them. 

He  returned  to  Milwaukee  to  set 
up  a  fiall-fledged  mail-order  busi- 
ness. He  sent  a  ten-page  catalog 
he  had  typed  himself  to  1,800 
names  on  a  list  he'd  bought 
from  a  defunct  New  York 
spice  merchant  and  to  his  par- 
ents' customers  who  had  moved 
from  Milwaukee. 

His  timing  was  good.  Cooking  was 
becoming  a  trendy  pastime,  and  spice 
consumption  among  Americans  was 
climbing.  By  1995  per  capita  con- 
sumption was  3.1  pounds,  up  55% 
from  two  decades  before. 

This  time  Penzey  pinched  his 
overhead  pennies  until  they 
screamed.  He  paid  $650  a 
month  to  rent  his  first  ware 
house  and  tooled  around  in  a 
$925  used  truck.  He  bought 
a  critical  part  of  his  produc- 
tion process — the  machine  that 
seals  spices  in  flavor-preserving 
bags— third-hand  for  $45,000.  A 
few  years  earlier  Kraft  Foods  paid 
$250,000  for  the  same  machine.  The 
warehouse,  where  his  staff  of  55 
works,  is  modest. 


Four  peppercorn  blend 


Wir  g< 


made  some  initial  mistakes.  In 
^   the  early  days,  when  orders 
^  were  coming  in  faster  than 
^  Penzey  could  restock,  the 
office  had  so  few  phone  lines 
that  customers  had  difficulty 
getting  through.  A  fax  from 
those  days  is  still  taped  to  Penzey's 
office  wall.  "Answer  your  damn 
phones,  you  idiots,"  it  reads.  That 
was  when  Penzey  told  his  staffers  to 
start  including  personal  handwritten 
notes  with  every  order  that  went  out. 
The  later  the  delivery,  the  longer 
the  note. 

Today  orders  generally  go 
out  within  two  days,  but 
even  with   120,000  cus- 
tomers Penzey's  staffers  still 
enclose  handwritten  notes 
with  every  shipment. 
Penzey  now  mails  a  40-page 
glossy  color  catalog  to  around 
160,000  names — old  customers  and 
prospects — five  times  a  year.  The  cat- 
alog includes  detailed  descriptions  of 
different  spices  and  seasonings,  more 
than  300  in  all,  plus  Penzey  family 
recipes.  Penzey  expects  more  sales 
through  Williams-Sonoma,  which 
has  started  carrying  a  small  fine 
of  the  company's  Indian  and 
Chinese  spices  in  its  mail 
•  order  catalogs. 

Bill  Penzey  and  his  parents 


^  0 


Though  he  shies  away 
from  the  term  "cheapskate,' 
Penzey  agrees  that  keeping  his 
overhead  low  was  a  big  reason  for  his 
success.  It  has  enabled  him  to  keep 
his  prices  low:  $2.89  for  a  half-cup  jar 
of  cloves,  for  example,  compared  to 
die  suggested  retail  price  of  $9.90  for 
a  similar  Spice  Islands  product.  Widi 
costs  under  control  and  revenues 
rising  smartiy,  Penzeys,  Ltd.  probably 
earned  close  to  $400,000  pretax  last 
year.  Penzey  owns  the  business  lock, 
stock  and  barrel. 

Like  most  successful  small  busi- 
nesspeople,  Penzey  has  made  a  fetish 
of  customer  service.  But  here  he 


Whole  Grenadian  West  Indian  nutm^ 


aren't  the  only  family  members 
involved  in  the  spice  trade.  His  sister 
Pamela  works  with  him.  Another 
sister,  Patricia,  and  her  husband, 
Thomas  Erd,  own  small  retail  spice 
outiets  in  downtown  Milwaukee  and 
Evanston,  111.  What  do  they  all  talk 
about  at  family  get-togethersi' 

"Sometimes,  after  a  couple  of 
glasses  of  wine,  someone  says,  T'll 
match  my  spices  with  yours  any 
day,'"  says  Patricia.  "But  then  the 
check  will  come,  and  we'U  say  to  Bill: 
'Here.  You're  the  one  with  the  $4 
million  business.'"  ■■ 
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In  a  country 

of  250 

million,  is  it  possible 

to  have  a 

personal  relationship 

with  everyone? 


DIRE 


CT  MAIL  DELIVERS- 


Whether  you  want  to  calk  with  an  audience  on  a 
nationwide  scale,  a  microtarget  of  just  hundreds,  or  any- 
thing in  between,  nothing  can  match  the  one-to-one 
communications  power  of  Direct  Mail. 

Because  Direct  Mail  lets  you  speak  with  each  and  every 
one  of  your  best  prospects.  It 
lets  you  establish  an  ongoing 
dialogue  with  them.  So  you  can  communicate  the  very 
relevant,  very  individualized  benefits  of  your  brand. 

Your  customers  get  to  know  you,  and  you  can  respond 
to  their  needs.  This  special  relationship  builds  loyalty  and 
repeat  sales.  Bottom  line,  your  bottom  line  looks  even  better. 

For  a  free  l^it  on  how  Direct  Mail  cati  help  build  business,  call 

1-800 -THE-USPS,  ext.  2044.        ^pgf  UNITED  STATES 

POSTAL  SERVICE® 

TC  M,  ©  1')')7  United  Slaws  Pmtil  Service. 


Marc  Roberts  hasn't  done  too  well  promoting 
boxers— but  he  hasn't  done  badly  on  Wall  Street. 

The  promoters^ 
promoteir 


By  Katrina  Burger 


In  1988  Marc  Roberts,  then  only 
28,  signed  on  three  fighters — includ- 
ing a  very  hot  prospect,  Olympic 
Gold  Medalist  Ray  "Merciless"' 
Mercer.  Roberts  spent  over  $1  million 
to  train  and  promote  the  trio.  The 
money  was  borrowed  from  friends 
and  banks,  and  earned  from  broker- 
ing New  Jersey  real  estate  and  selling 
cellular  telephones. 

But  none  of  the  fighters  did  well 
enough  in  the  ring  to  repay  his  keep. 

So,  to  cover  his  losses,  in  1990 


Worldwide  Entertainment's  'v: 
Everything  is  now  riding  ou 


in  the  ring  witti  his  latest  great  hope,  Ray  (Merciless)  Mercer 

s  May  16  fight.  If  he  wins,  he  could  next  be  up  against  Mike  Tyson  or  Evander  Holyfield. 
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Helping  You  Build  a  Better  Business 


Why  Do  So  Many 
Company  Presidents 
Choose  Prudential 
for  Their  AOl(k)? 

...  more  and  more  of  their  employees  won't  settle  for  less. 

Today,  your  employees  demand  more  from  their  retirement  plan.  More  information. 
More  choices.  More  security  As  an  employer,  you  want  all  this — and  less  burden. 
Isn't  it  time  you  added  a  custom-made  401(k)  plan  from  Prudential  to  your  list  of  benefits? 


Introducing 
the  SIMPLE 
retirement  plan 
from  Prudential. 


Now,  thanks  to  new  legislation 
and  the  innovation  of  Prudential, 
companies  with  100  or  fewer 
employees  can  offer  retirement 
benefits  like  today's  biggest 
corporations — at  a  price  they 
can  afford. 

•  Freedom  to  put  oway  up  to 
$6,000  a  year,  tax  deferred. 

•  A  wide  variety  of  Prudential 
Mutual  Funds  to  choose  from. 

•  Reduced  tees,  administrotive 
costs  and  paperwork. 

•  Flexible  sponsor 
contribution  options. 

•  Choose  between 

a  SIMPLE  IRA  or  401  (k). 

Call  today  to  learn  about  the 
exciting  benefits  of  a  SIMPLE 
retirement  plan  from  Prudential. 


Team  up  with  a  professional  and 
craft  a  plan  that  fits  your  business 

Prudential  401  (k)  plans  come  with  something 
many  others  don't — a  local  contact  who 
can  help  you  structure  a  plan  that's 
just  right  for  your  business.  Your 
Prudential  representative  is 
there  to  help  you  every  step 
of  the  way,  choosing 
investment  options, 
conducting  enrollment 
meetings  or  just 
answering  questions. 


More  convenience,  less  paperwork. 

At  Prudential,  it's  our  job  to  make  your  job  easier 
So  we  keep  your  paperwork  to  a  bare  minimum. 
And  we  track  all  of  your  plan  data  using 
state-of-the-art  recordkeeping  and  reporting 
systems.  And  whenever  you  need 
help,  a  customer  service 
representative  is  just 
a  phone  call  away 


Prudential's  employee  education  specialists  can  bring  the 
latest  investment  knowledge  right  to  your  workplace. 


Easy  introductions 

to  a  world  of  financial  possibilities. 

With  a  Prudential  401(k),  plan  sponsors  have  the 
freedom  to  choose  from  a  menu  of  investment 
options.  We'll  work  vnth  you  to  create  targeted 
communications,  convenient 
800  telephone  support  services, 
and  specialized  employee 
education  programs — all  to 
help  your  employees  make 
smart  investment  decisions. 


Enjoy  access  to 
these  and  other 
welUnown  money 
managers 

m 


Jennison 
Putnam 


Tap  into  over 
three  decades  of 
retirement  investing 
experience.  With  over 
$36  bUlion  in  assets  under 
management,  Prudential's  dedicated  retirement 
unit  is  now  the  fourth  largest  defined  contribution 
manager  in  America.*  One  third  of  the  Fortune 
500  companies  entrust  their  retirement  or  other 
institutional  assets  to  Prudential. 

Call  today  for  more  details. 

1 -800-353-2847 

www.prudential.com 

(®  Prudential 


For  more  complete  information  about  each  fund,  including  charges  and  expenses,  obtain  a  prospectus  by  calling  the  number  above.  Please  read  the  prospectus 
carefully  before  you  invest  or  send  money.  Shares  of  the  Funds  are  offered  through  these  affiliated  Prudential  subsidiaries:  Prudential  Securities  Incorporated;  Pruco 
Securities  Corporation;  Prudential  Investment  Management  Services  LLC,  all  subsidiaries  of  The  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Nev^ark, 
NJ  07102-3777.  Prudential  Investments  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients.  'Pensions  ond  Investments,  May  1996. 


UP  &  COMERS 


Roberts  took  his  fight-promotion 
company,  Triple  Threat  Enterprises, 
public.  The  company  was  losing 
money  hand  over  fist.  But  tiie  offering 
stiU  raised  $3.5  million,  $550,000  of 
which  went  mainly  to  pay  off  debts. 

In  a  1995  book,  The  Greatest  Sales 
Stories  Ever  Told,  Roberts  is  quoted 
explaining  how  he  convinced  people 
to  invest  in  Triple  Threat:  "I  had  a 
wonderft^il  highlight  videocassette  pro- 
duced diat  featured  my  three  fighters. 
Naturally,  the  video  featured  only 
shots  of  them  beating  up  and  knock- 
ing out  other  fighters.  I  also  showed 
diem  being  interviewed,  and  again  the 
cassette  featured  only  the  best  inter- 
views. Then  I  had  some  boxing 
experts  give  their  'expert'  opinions  on 
how  amazing  my  three  fighters 
were.  .  .  .  What  made  the  whole  thing 
so  interesting  is  what  I  was  selling.  / 
was  sellinjf  a  dream T 

Or  a  nightmare,  as  it  turned  out. 

Merciless  Mercer  finally  won  a 
major  fight  in  1991.  It  was  Roberts' 
big  break.  But  almost  immediately  he 
lost  control  of  Triple  Threat  to  a 
small-time  Wall  Street  wheeler-dealer. 
Over  the  next  few  years  Mercer's 
career  tanked;  Triple  Threat  eventual- 
ly dropped  out  of  boxing  altogether. 

Roberts  now  began  promoting  a 
heavyweight  named  Shannon  Briggs. 
At  6  foot  4  and  230  pounds,  Briggs 
seemed  destined  to  do  for  Roberts 
what  Mike  Tyson  had  done  for  Don 
King — make  him  rich.  The  New  York 
Times  raved  about  the  young  boxer's 
"speed,  power  and  devastating  left 
hook."  Vojjue  shot  him  posing  with  a 
gorgeous  model.  His  record:  25-0. 

But  then  an  obscure  opponent 
KO'd  Briggs  in  the  third  round  at 
HBO's  March  1996  young  boxers' 
showcase  fight  in  Atlantic  City.  In 
1996  Briggs  earned  just  $200,000. 
Roberts'  take:  $55,000.  This,  afi:er  he 
had  invested  nearly  $1  million  in 
Briggs'  career. 

Roberts  knew  where  to  go  for  more 
money.  Last  October  he  sold  a  third  of 
his  latest  sports  promotion  company. 
West  Orange,  N.J. -based  Worldwide 
Entertainment  &  Sports  Corp.,  to 
public  investors.  This  time  he  cUdn't 
bother  with  marketing  videos.  He 
gave  the  selling  brokers  hundreds  of 
names  and  numbers  fi-om  his  database 
of  die  8,000  boxing  fans  who  had  ever 


bought  a  ticket  from  him  during  his 
years  hustling  fights. 

If  any  of  these  fans  had  purchased 
stock  in  Triple  Threat,  they  didn't 
seem  to  hold  it  against  Roberts.  Priced 
at  $6  for  a  unit  consisting  of  one  share 
and  a  warrant  to  purchase  a  second 
share  at  $7.20,  Woridwide  Entertain- 
ment's offering  raised  $8.4  million, 
before  $840,000  in  fees  to  William 
Scott  &  Co.,  a  small  New  Jersey 
investment  bank. 

Despite  a  loss  of  $1.4  million  on 
revenues  of  $212,000  for  the  12 
months  ending  last  June,  Worldwide 
was  valued  at  $30  million.  Value  of 
Roberts'  stake:  $10  million. 

Alas,  Worldwide's  stock  price  seems 
to  be  tracking  Triple  Threat's.  World- 
wide's units  recently  traded  at  2/i, 

Why  was  the  public  so  eager 
to  buy  stock  in  Roberts' 
moneylosing  operation.^ 
"I  was  selling  a  dream." 

down  nearly  70%  since  the  offering. 
Worldwide  reported  1996  losses  of  $2 
million,  or  52  cents  a  share,  after  a  loss 
of  $870,000  in  1995. 

Roberts  great  hope  these  days  is  his 
old  property,  Ray  Mercer.  Roberts  got 
back  Mercer's  contract  in  1994  and 
has  spent  a  good  deal  of  Worldwide's 
dwindling  assets  to  train  him. 

On  May  16  Mercer  will  fight  heavy- 
weight Andrew  Golota  in  a  bout  that 
will  air  on  HBO.  Mercer  is  now  35.  If 
he  beats  29-year-old  Golota,  he'll  be 
in  the  running  to  take  on  World 
Hea\'>'\veight  Champion  Evander 
Holyfield  or  former  titleholder  Mike 
Tyson  for  a  purse  worth  upwards  of 
$iO  million. 

If  Mercer  loses,  it  would  be  the 
Shannon  Briggs  story  all  over  again. 
Sure,  he'll  still  earn  $1  million — 
around  $200,000  of  which  wiU  go  to 
Roberts'  Worldwide  Entertainment. 
But  Mercer's  earnings  for  his  next 
fight  could  drop  as  low  as  $200,000, 
and  Worldwide's  stock  could  bounce 
off  die  ropes  and  kiss  the  canvas. 

"It's  the  nature  of  the  sport,"  sighs 
Roberts  from  ringside  at  his  boxing 
g\Tn  as  Ray  Mercer  pummels  his  train- 
er's padded  hands.  WM 
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One  of  the  last  bastions  of  socialism— the  U.S.  Bureau  of  Indian  Affairs- 
is  finally  beginning  to  crumble. 

Rebellions 

on  the  reservations 


By  Damon  Darlin 

When  Gary  Jordan  was  growing 
up  on  the  Oneida  Nation  Indian 
Reservation  near  Green  Bay,  Wis.  in 
the  1970s,  his  family  made  ends 
meet  by  scouring  the  regional  land- 
fill that  was  located  near  their  three - 
room,  no-running-water  house. 
They'd  sell  the  junk  they  found. 
Jordan  made  extra  money  unloading 
dump  trucks — 25  cents  a  load.  He 
was  lucky  to  get  the  job,  he  says, 
because  the  unemployment  rate  "on 
the  res"  was  well  over  50%.  He  was 
taught  beadwork  as  a  vocation  by 
U.S.  Bureau  of  Indian 
Affairs  teachers,  but 
there  wasn't 


much  call  for  beadworkers. 

Today  things  are  different.  The 
Oneida  Nation  is  an  emerging 
nation.  The  Green  Bay  reservation's 
unemployment  level  is  4.2%,  only  a 
little  higher  than  that  of  the  sur- 
rounding counties.  Poverty  has  not 
been  eradicated,  but  adequate  roads, 
houses,  health  care  and  education 
are  no  longer  pressing  concerns. 

What  happened.'  The  Oneida 
Nation's  casino,  situated  next  to 
Green  Bay's  airport,  has  helped, 
bringing  in  just  over  $100  mil- 


lion  a  year  to  the  tribe's  treasury. 

But  less  tangible  and  much  more 
im.portant  is  a  mental  change.  Like 
other  prospering  tribes  around  the 
country,  the  Oneidas  are  rebelling 
against  decades  of  socialism  imposed 
upon  them  by  planners  and  adminis- 
trators at  Washington's  Bureau  of 
Indian  Affairs.  They're  taking  their 
economic  affairs  into  their  own 
hands.   As  Deborah 
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Doxtator,  the  Oneida  Nation's 
thoughtful  tribal  chairwoman,  puts 
it:  "We  are  using  the  same  concepts 
those  Asian  nations  used  to  kick-start 
their  own  economies." 

This  is  a  big  change.  As  guinea 
pigs  in  experiments  with  collectivism 
during  the  1930s,  the  U.S.'  Indians 
were  made  wards  of  the  Bureau  of 
Indian  Affairs,  then  run  by  a  New 
Deal  activist  named  John  Collier. 

What  Collier  and  his  successors 
practiced  was  socialism  in  everything 
but  name.  Virtually  every  political 
and  economic  decision  made  by  a 
tribe  had  to  be  approved  by  the  BIA. 
The  income  from  Indian  lands  is  col- 
lected by  the  BIA;  if  the  Indians  want 
it,  they  must  beg  Washington  for  it, 
and  hope  it  hasn't  been  stolen  (sec 
box,  p.  92). 

Some  56  million  acres  of  tribal 
land  is  held  in  trust  for  the  Indians 
by  the  BlA's  governing  agency,  the 
Department  of  the  Interior.  This 
arrangement  may  have  kept  the 
reservations  intact.  But  it  has  defi- 
nitely helped  keep  the 
Indians  in  their 


place  because  they  have 
been  unable  to  use  the 
one  physical  asset  they 
have — their  land — as  col- 
lateral for  loans  to  more 
efficiently  exploit  the 
land,  or  start  busi- 
nesses, or  even  improve 
their  homes. 

"I  used  to  think  the 
Indians  got  the  short  end 
of  the  stick  when  it  came 
to  resources,"  says  Terry 
Anderson,  a  professor  of 
economics  at  Montana 
State  University  in  Boze- 
man.  Then  he  compared 
reservation  land  to  sur- 
rounding land.  Though 
the  land  was  physically 
the  same,  Indian  land 
rarely  produced  even  half  the  crops 
of  non-Indian  land.  Why?  Unable  to 
raise  capital  against  their  land,  the 
Indians  worked  it  less  intensively, 
with  less  machinery.  "Trust  lands  are 
being  wasted  by  the  bia  trusteeship," 


The  White,  Mountain 
Apache  Tribal  seal 
(above);  entrepre- 
neurial Apache 
guides  in 
Whiteriver,  Ariz. 
The  bureaucrats 
"don't  unde^ 
stand  what  eco- 
nomic develop- 
ment is,"  says  a 
tribe  leader. 


Anderson  concludes. 

What  has  developed  is  a 
kind  of  Latin  American- 
style  cycle  of  poverty  and 
dependence.  The  BIA 
holds  back  the  tribes'  eco- 
nomic development  with 
one  hand  and  doles  out 
federal  welfare  checks, 
grants  and  jobs  with  the 
other.  Of  the  bia's  10,000 
staffers,  9,000  are  Indi- 
ans, 90%  of  them  working 
on  reservations.  That 
works  out  to  about  one 
bureaucrat  for  every  41 
Inciians  living  on  a  reser- 
vation. "We've  always  had 
our  hand  out,"  sighs  the 
Oneida  Nation's  Deborah 
Doxtator. 
Gary  Jordan,  now  37  and  the 
Oneida  tribe's  vice  chairman, 
describes  the  bia's  administration  of 
Indian  affairs  this  way:  "It's  got  all 
the  earmarks  of  socialism  at  its 
worst." 
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A  few  years  ago  the  Oncidas  decid- 
ed they'd  been  poor  long  enough. 
They  began  to  save  more  and  spend 
less  of  their  casino  revenues,  and  ear- 
marked more  of  what  they  did  spend 
for  investment  in  themselves.  Educa- 
tion was  emphasized,  for  example, 
with  just  under  $1  million  a  year  spent 
on  adult  education  alone. 

Figuring  that  the  gambHng  wind- 
fall won't  last  forever,  the  Oneida 
Nation  has  been  diversifying  its  econ- 
omy by  moving  into  manufacturing 
and  services.  Two  years  ago  the  tribe 
paid  about  $40  million  for  a  49% 
stake  in  Airadigm  Communications, 
a  mobile  telephone  company  serving 
Wisconsin  and  Iowa.  Another  $22 
million  bought  a  minority  interest  in 
Oneida  Nation  Electronics,  a  joint 
venture  with  Plexus,  a  publicly  traded 
circuit-board  assembler.  The  Oneidas 
also  own  one-third  of  the  state-char- 
tered Bay  Bank,  and  are  negotiating 
to  set  up  a  medical  products  manu- 
facturing company  and  a  metals  fab- 
rication company.  The  ambitious  goal 
is  to  have  nongambling  enterprises 


bring  in  about  $70 
million  a  year  in  rev- 
enue by  2007. 

Wlierc  in  all  this 
economic  self-deter- 
mination WAS  the 
Bureau  of  Indian 
Affairs?  Nowhere.  The 
Oneidas  did  it  on  their 
own.  "The  BIA  is  more 
of  a  hindrance  than  a 
help,"  says  Artley  Ske- 
nandore,  general  man- 
ager of  the  Oneida 
tribe's  operations.  The 
BIA  insists  on  approving 
all  business  loans  in  Washington.  The 
result  is  delays  of  at  least  a  year.  "No 
business  loans  have  been  approved  for 
two  years,"  laments  Gregg  Bourland, 
chairman  of  South  Dakota's  Cheyenne 
River  Sioux  tribe,  where  unemployment 
is  about  65%.  Bourland  also  complains 
the  BIA  actively  lobbies  against  reserva- 
tion enterprise  zones  and  tax  incentives 
tor  factories  situated  on  reservations. 

Stephen  Cornell,  an  associate  profes- 
sor of  sociology  at  the  University  of  Cal- 


The  tribe  is  Central 
Mississippi's  largest 
employer,  with  a 
work  force  that  is 
half  non-Indian. 
'We've  run  out 
of  Indians!"  laughs 
Phillip  Martin,  the 
Choctaws'  chief. 


ifbrnia,  San  Diego,  has 
studied  Indian  eco- 
nomic development  for 
ten  years  and  has  con- 
cluded that  the  tribes' 
economic  prospects 
improve  only  when  they 
take  matters  out  of  the 
BIA's  hands  and  put 
tliem  in  their  own. 
"Wlien  there  is  success, 
it  never  involves  die 
BIA,"  says  C^ornell. 

The  Mississippi 
Band  of  Choctaw 
Indians  is  prospering, 
despite  the  BIA.  Almost  20  years  ago, 
the  east  central  Mississippi  tribe, 
which  numbers  8,100,  borrowed 
about  $500,000  under  a  federal 
guaranteed  loan  program,  and  start- 
ed a  factory  making  wire  harnesses 
for  automotive  electronics.  The 
tribe's  business  has  since  expanded 
to  car  speakers  for  Ford  and 
Chrysler.  The  Choctaws  have  also 
opened  a  greeting  card  factory  in 
partnership  with  American  Greet- 


First  Encounters 
By  Davidoff 


Catherine  appeared  at  the 
bail  disguised  as  a  simple 
woman  soley  to  learn  the  secrets 
of  those  in  her  court.  Casanova 
was  there  that  night  on  his  usual 
quest.  But  when  recognition 
occured,  Casanova,  intrigued 
with  Catherine's  cunning  abilities, 
decided  this  was  a  woman 
worthy  of  intellectual  debate. 

And  so  began  the  competition 
over  who  had  hod  the  most 
lovers.  Hours  and  many  good 
cigars  later,  a  man  usually  guilty 
of  patronizing  women,  was 
finally  impressed  by  one. 
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ings,  a  plastic  injection  molding  fac- 
tory, a  casino  and  have  even  run  an 
18-hole  golf  course. 

Total  annual  revenues  from  non- 
gaming  enterprises  now  top  $152 
million.  Incomes  have  quadrupled 
since  1970,  and  only  2.7%  of  house- 
hold income  comes  from  welfare 
programs — compared  with  nearly 
70%  in  the  1970s.  College-educated 
Choctaws  now 
return  to  the  reser- 
vation as  man- 
agers. The  unem- 
ployment rate  on 
the  reservation  is 
less  than  3%,  lower 
than  in  surround- 
ing areas.  In  fact, 
the  tribal  enterprises  are  now  the 
area's  largest  employer,  with  a  work 
force  that  is  50%  non-Indian. 

"We've  run  out  of  Indians!" 
laughs  Phillip  Martin,  the  Choc- 
taws' chief 

This,  as  we  said,  despite  the  folks 
in  Washington.  "They  [the  BIA  offi- 
cials] didn't  believe  industry  could 
come  to  a  reservation,"  drawls 
Martin  with  an  air  of  satisfaction. 
"They  didn't  believe  Indians  were 
ready  to  take  a  step  like  that." 
They  still  don't.  "Factories  are  not 


The  case  of  the 
missing  $5  hillion 

The  U.S.  Bureau  of 
Indian  Affairs  acts  as 
trustee  in  charge  of  56 
million  acres  of  land  held 
by  the  Department  of  the 
Interior  on  behalf  of  the 
Indians  living  on  the  land. 
In  its  role  as  trustee  the 
BIA  is  responsible  for  leas- 
ing the  land  to  ranchers, 
loggers,  miners  and  other 
commercial  interests,  and 
for  collecting  rents,  royal- 
ties and  other  income, 
which  the  BIA  holds  and 
manages  for  its  charges. 

Some  manager.  About 
$500  million,  belonging 
to  tribes  and  individual 


Indians,  is  held  in  the  BIA 
system  at  any  one  time. 
The  law  doesn't  allow  the 
Indians  to  get  the  money 
directly.  But  no  one  seems 
to  know  where  all  the 
money  is — or  where  it  has 
gone.  Arthur  Andersen, 
which  completed  an  inves- 
tigation early  last  year,  says 
$2.4  billion  in  tribal  fijnds 
can't  be  accounted  for. 

Indian  activists  say  an 
equal,  or  even  greater, 
amount  from  individuals' 
accounts  has  been  lost, 
misappropriated  or  stolen. 

The  accountants  have 
been  unable  to  trace  the 
money  because  die  BIA 
and  the  Treasury  Depart- 
ment destroyed  the 
records.  About  half  of  the 


original  lease  documents 
covering  the  land  are  miss- 
ing. When  the  Indians  did 
try  to  track  the  cash,  they 
found  money  invested  by 
regional  BIA  officials  in 
speculative  real  estate 
deals  or  in  life  insurance. 
The  BIA  couldn't  even 
keep  track  of  simple 
things:  130,833  individual 
accounts  lacked  Social 
Securit)'  numbers. 

Paul  Homan,  a  former 
bank  regulator  brought  in  . 
to  propose  solutions,  con- 
cluded: "I've  never  seen 
anything  like  this  in  30 
years  as  a  banker  and  bank 
regulator." 

Reformers  want  a  new 
Indian  bank  agency,  simi- 
lar to  the  Federal  Home 


Loan  Bank  System,  to 
manage  the  trust  accounts 
with  trained  personnel. 
Says  Homan:  "If  you  have 
a  bank  in  trouble,  you 
remove  the  management. 
Even  if  you  gave  the  bla 
the  money,  they  don't 
have  the  capacit)'^  to  do 
the  job  right." 

BLA  officials  oppose 
Homan's  reforms,  brush- 
ing off  the  missing  $5  bil- 
lion as  a  relatively  minor 
bookkeeping  problem  that 
has  been  blown  out  of 
proportion.  Ada  Deer, 
head  of  the  bureau,  says: 
"There  is  a  tendency  to 
finger-point  and  blame — 
and  there  is  enough  blame 
to  go  around,  including 
for  Congress."  -D.D.  tM 
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Indian 
is  in 


The  debate  is  finally 
ncaring  an  end  over  the 
preferred  politically  cor- 
rect term  for  the  first 
Americans.  The  winner: 
"American  Indian,"  or 
simply  "Indian,"  if  there's 
no  confLision  with  people 
firom  India. 

"Native  American," 
which  gained  currency  in 
the  1970s,  and  the  more 
radical  "Amerind,"  a 
result  of  a  phonetic  colli- 
sion of  American  and 
Indian,  are  not  wrong, 
but  they  are  falling  by  the 
wayside. 

According  to  the  Ency- 
clopedia of  Associations, 
"Indian"  organizations, 
such  as  the  Indian  Law 
Resource  Center  in 
Helena,  Mont.,  outnum- 


ber "Native  American" 
groups  by  almost  4-to- 1 . 
"Indian  Country,"  a  term 
that  might  sound  like  it 
was  coming  out  of  the 
mouth  of  a  cavalry  officer 
in  an  old  Western,  is  the 
phrase  preferred  by  Indian 
leaders  for  their  ancestral 
lands. 

"There  can't  be  a  con- 
sensus," asserts  Fred 
Snyder,  director  of  the 
North  American  Native 
American  Indian  Informa- 
tion &  Trade  Center  in 
Tucson,  Ariz.,  whose  own 
organization  isn't  taking 
any  chances.  "Indian  was 
a  term  given  to  us  by  a 
lost  Italian" — a  reference 
to  Christopher  Columbus 
in  1492. 
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the  answer,"  sniffs  Nancy  Jemison, 
the  $103,000-a-year-plus  BIA  planner 
in  charge  of  economic  development. 
"They  are  culturally  inappropriate." 

Try  that  brand  of  bureaucratic 
arrogance  on  the  Rosebud  Sioux 
Indians  who  inhabit  the  Rosebud 
Sioux  Reservation  in  the  middle  of 
South  Dakota.  No  factories  there, 
just  63%  unemployment  and  living 
conditions  worse  than  in  many 
developing  economies. 

Meanwhile,  the  South  Dakota 
economy  is  booming. 

The  Rosebud  Sioux  have  decided 
that  while  Ms.  Jemison  worries 
about  what  is  culturally  appropriate 
for  them,  they'll  worry  about 
putting  more  food  on  their  tables. 
With  capital  and  technolog)'  from  an 
Atlanta-based  group  of  investors,  the 
Sioux  plan  to  build  a  giant  process- 
ing plant  capable  of  packaging  2.5 
million  frozen  chickens  for  export 
each  week.  If  it  comes  off  as 
planned,  chicks  will  be  hatched  at 
one  end  of  the  plant,  raised  in  a  ster- 
ile environment  inside  the  plant 
buildings  and  then  slaughtered, 
plucked  and  packaged  at  the  other 
end  a  few  months  later.  It  would  be 
one  of  the  largest  self-containeci 
plants  in  the  U.S. 


The  structure  of  the  deal  is  inno- 
vative. A  Rosebud  Sioux  tribal  cor- 
poration is  leasing  2,500  acres  of  the 
reservation  to  the  venture  for 
$25,000  a  year.  The  tribe  will  get  2% 
of  net  profits,  1,500  jobs  paying  at 
least  $8  an  hour  and  a  1%  equity 
interest.  Two  tribe  members  will 
each  hold  another  1%,  and  an 
employee  stock  ownership  plan  will 
hold  48%,  bringing  the  Sioux  stake 
to  51%.  That  majority  ownership 
stake  quaUfies  the  venture  for  feder- 
al loan  guarantees,  wage  tax  credits 
and  faster  depreciation  of  the  plant 
and  machinery. 

"We  had  planned  to  put  the  plant 
in  the  Republic  of  Georgia  or  Roma- 
nia," says  William  Leineweber,  chief 
executive  of  Red  Clay  Growth  Fund, 
the  Atlanta  investment  group.  "Then 
we  discovered  a  Third  World  coun- 
try right- in  our  own  backyard." 

But  don't  uncork  the  champagne: 
The  Rosebud  Sioux  have  had  to 
beg  the  bia's  permission  at  virtually 
every  step  of  the  deal.  If  Washing- 
ton balks,  Romanians  may  yet  get 
the  jobs. 

In  Arizona  the  White  Mountain 
Apache  tribe  has  gone  in  a  slightly 
different  direction,  but  by  embracing 
the  itiea  of  economic  self-determina- 
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TEE  TIME  AT  3.  DINNEB 

IVe  wasted  it.  It's  why  I  drive  the  Jack  Nicklau 
and  ready  to  go.  My  Town  Car  has  that  signatm 
sets  it  apart.  Apparently  Jack  Nicklaus  appreciate 
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personalized  Nicklaus  leather  golf  bag. 
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tion,  It  too  IS  putting  more 
money  in  its  members' 
pockets.  Isolated  in  the 
southern  tail  of  the  Rocky 
Mountains  in  eastern  Ari- 
zona, the  tribe  members 
have  long  eked  out  a  living 
by  logging  mostly  Pon- 
derosa  pine,  something 
the  BIA  apparently  thought  was  "cul- 
turally appropriate"  for  them.  But 
unemployment  was  extremely  high, 
usually  around  70%.  So  in  the  late 
1970s  the  tribe  started  selling  licens- 
es to  hunt  elk  on  the  reservation,  at 
close  to  $10,000  a  license. 

The  Apaches'  1 .6-million-acre 
reservation  contains  animals — ante- 
lope and  bighorn  sheep,  as  well  as 
elk — that  regularly  make  the  big- 
game  trophy  books,  so  there  were 
plenty  of  customers.  Now  the  license 
fees  are  up  to  $14,000  for  a  seven- 


"They  [the  BIA 
officials]  didn't 
believe  industry 
could  come  to  a 
reservation." 


day  hunt,  and  some  are 
auctioned  for  as  much  as 
$50,000.  Fishing  costs  up 
to  $200  a  day.  The 
13,000  White  Mountain 
Apaches  make  almost  $1 
million  a  year  just  from 
this  market-based  hunt- 
ing. The  tribe  also  runs 
the  Sunrise  Park  ski  resort,  a  casino 
and  an  "eco-tourism"  package — 
white-water  rafting  trips  and  rock- 
climbing  adventures — that  bring  in 
several  millions  more. 

No  bureaucrat  told  them  to  do 
this.  In  fact,  tribe  Chairman  Ronnie 
Lupe  asked  BIA  officials  to  stop 
attending  some  tribal  meetings. 
"They  don't  understand  what  eco- 
nomic development  is,"  says  Lupe. 
"We  take  the  lead  here." 

The  tribe  is  now  running  more  of 
its  own  social  programs  and  schools 


'1  g  without  the  BIA.  And  the 

m  i  Apaches  definitely  aren't 
i  taking  any  chances  with 
their  hard-earned  money. 
Wells  Fargo  bank,  not 
the  federal  government, 
manages  their  nest  egg  of 
about  $8  million — smart 
thinking,  considering  the 
bia's  scandalous  misman- 
agement of  Indian  fimds 
over  the  years. 

What's  going  on  at  the 
reservations  is  not  capital- 
ism at  its  most  individual- 
istic. Most  of  the  enter- 
prises are  owned  by  the 
tribal  governments.  The 
next  step,  say  forward- 
thinking  tribal  leaders  and 
people  who  have  studied 
Indian  economic  develop- 
ment, is  to  get  more  pri- 
vate Indian-owned  busi- 
nesses started.  But  raising 
capital  poses  a  vexing 
problem.  "There  is  no  old 
money  around  here,"  says 
Deborah  Doxtator. 

Many  tribes  own  valu- 
able land,  but  none  want 
to  sell.  Banks  don't  want 
to  lend  against  it  because 
of  the  BIA  trusteeship.  A 
few  tribes,  including  the 
Oneida  and  the  Blackfeet 
of  Montana,  have  bought 
stakes  in  banks  that  will  lend  more 
fi-eely  to  Indians. 

The  pioneering  Oneida  Nation 
set  up  a  modest  $5  million  fimd  this 
year  from  casino  proceeds  to  make 
loans  to  small  businesses.  "It's  good 
for  the  tribe  because  it  allows  mem- 
bers to  do  something  for  them- 
selves," says  Oneida  Nation  member 
Gary  Smith,  who  borrowed 
$150,000  from  the  tribe  to  open  a 
dry  cleaner  in  a  strip  mall  near  the 
reservation,  figuring  banks  would 
turn  him  down.  In  the  last  year  other 
tribe  members  have  started  a  car 
wash.  Tribe  member  Harlan  King 
has  tapped  the  tribe  to  start  a  popu- 
lar indoor  golf  driving  range. 

Paul  Homan,  a  prominent  bank 
regulator  called  in  to  help  clean  up 
the  bia's  trust  fund  mismanagement 
problem,  has  a  plan  to  make  more 
capital  available  to  all  the  tribes.  He 


98 


Forbes  ■  May  19,  1997 


One  Bank  Worldwide.  One  Brand  Worldwide. 


UBS 

Union  Bank  of  Switzerland 


The  introduction  of  the  single  worldwide  brand,  UBS,  underscores  our  commitment 
to  providing  clients  with  the  best  integrated  financial  services  on  a  global  scale. 
Wherever  you  do  business,  we  have  a  world  of  expertise  at  UBS  ready  to  work  for  you. 


Here  Today.  Here  Tomorrow. 


UBS 

Unioi  I  Bank  of  Switzerland 


proposes  that  Congress  fund  an 
Indian  credit  bank  similar  to  the 
World  Bank  and  other  international 
aid  banks  that  have  played  an  impor- 
tant role  in  funding  private  enter- 
prises when  private  banks  were  reluc- 
tant to  make  loans. 

Homan  says  it  could  be  done  with 
$500  million  from  funds  already  in 
semipublic  banks  such  as  the  Farm 
Credit  System  or  the  Home  Loan 
Credit  System.  The  American  Indian 
Trust  Development  Bank  would 
then  lend  to  Indian-owned  banks,  or 
directly  to  private  projects  on 
reservations.  "It  could  be  the  engine 
of  economic  growth  on  reservations 
for  the  next  century,"  Homan  avers. 

The  Bureau  of  Indian  Affairs  is 
against  Roman's  proposition,  which 
would  cut  into  the  bureaucracy's 
power  over  its  charges.  But  the 
agency  has  other  things  to  worry 
about.  Although  there  is  no  push  in 
Congress  to  abolish  the  BIA  or  even 
trim  its  $1.7-billion-a-year  budget, 
BIA  officials  know  that  pressure  will 
continue  to  build  on  the  reservations 


to  slip  from  under 
Washington's  thumb. 

BIA  head  Ada  Deer, 
a  Menominee  Indian 
from  Wisconsin  who 
recently  stepped 
down  pending  her 
replacement,  has  sent 
memos  to  local  bia 
officials.  The  memos 
reportedly  warn  that 
reforming  the  BIA 
would  threaten  BIA 
jobs  on  the  reserva- 
tion. The  local  BIA 
officials  then  spread  the  antichange 
message  to  tribe  members. 

Doling  out  $1.7  billion  every  year  in 
federal  aid  and  jobs,  the  BIA  bureau- 
cracy maintains  a  powerfiil  presence  on 
the  reservations.  The  power  is  clearly 
fading.  While  the  White  Mountain 
Apaches'  leaders  want  to  maintain  the 
bia's  central  functions,  in  tribal  elec- 
tions last  July  the  Oneida  Nation  over- 
whelmingly returned  to  office  candi- 
dates who  campaigned  against  the 
federal  bureaucracy  and  for  more  pri- 


More  tribes  are 
brushing  aside 
patemaUsm.  Says 
Oneida's  Doxtator: 
''We  are  using  the 
same  concepts  those 
Asian  nations  used 
to  kick-start  their 
own  economies." 


vate  enterprise  on  the 
reservation. 

Even  if  they  can't 
say  it  out  loud,  most 
Indians  seem  to 
know  that  Washing- 
ton's paternalism  is 
the  way  of  the  past, 
economic  self-deter- 
mination the  wave  of 
the  future.  Like 
people  in  other 
emerging  nations, 
they  have  tried 
socialism  and  found 
it  wanting — but  aren't  sure  how 
best  to  replace  it.  Elouise  Cobell,  a 
Blackfeet  Indian  in  northwest  Mon- 
tana, makes  this  point  when  she 
likens  the  Indians'  relationship  to 
the  BIA  to  an  abusive  spouse  rela- 
tionship. "You  keep  going  back," 
she  says,  "because  you  don't  know 
anything  different." 

The  corollary  is  this:  As  examples 
spread  of  tribes  that  have  risen  up 
against  the  dead  hand  of  the  BlA  and 
prospered,  more  tribes  will  follow.  H 
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Now  that  you've  got  your  diploma,  how  about  trying  to  run  a  parking  lot? 

"Car  eeir  opportunity: 
long  hours,  good  pay'' 


By  Daniel  Roth 

Four  years  ago  Carl  LoGiudice  was 
earning  $20,000  a  year  as  a  teller  for 
a  southern  California  bank.  Man 
can't  live  well  on  that.  Two  years  out 
of  the  University  of  Southern  Cali- 
fornia, LoGiudice  heard  from  a  friend 
about  an  opportunity  to  earn  real 
money  for  challenging  work.  Only 
trouble  was,  he'd  have  to  work  in  a 
parking  lot. 

Four  years  later  LoGiudice  is  gen- 
eral manager  of  Central  Parking 
Corp.'s  San  Francisco  operations, 
managing  40  employees  total  at  nine 
different  locations.  And  while  LoGiu- 
dice makes  only  twice  his  bank  salary, 
in  the  next  few  years  his  pay  could 
rocket  to  $150,000  per  year. 

LoGiudice  works  for  the  standout 
performer  in  the  nation's  $26  billion 
private  parking  market.  Nashville, 
Tenn.-baseci  Central  Parking  netted 
$13.8  million  last  year  from  the 
1,360  locations  that  have  given  it  a 
15%  share  of  the  private  parking 
industry.  Central  Parking  ranks  sixty- 
fifth  on  the  Forbes  200  Best  Small 
Companies  list. 

It  is  generally  assumed  that  it  does- 
n't take  a  lot  of  brains  to  run  a  park- 
ing lot,  so  there's  no  need  to  pay 
much  for  managers.  The  brains 
behind  Central  Parking  is  Monroe 
Carell,  a  former  electrical  engineer 
who  looks  at  the  parking  business  a 
bit  differently  from  the  way  most 
people  do. 

Carell  quit  his  job  at  a  rural  Ten- 
nessee utilit)'  in  the  late  1960s  to  join 
his  dad's  15-location  parking  lot  busi- 
ness. He  didn't  know  much  about 
parking,  but  did  know  from  his  engi- 
neering jobs  the  importance  of  con- 
sistent formulas  and  business  prac- 
tices. In  short,  he  decided  this  rather 
primitive  business  could  do  with  an 


Central  Parking's  Monroe  Carell  and  workers 
Shirts,  ties  and  suits,  please.  And  if 
you  don't  like  the  hours,  leave. 


infusion  of  brains  and  style.  He 
would  hire  only  college  graduates  as 
managers,  and  they  had  to  dress  like 
managers,  not  like,  well,  parking  lot 
attendants.  Says  Robert  Dennis,  an 
early  partner  of  Carell's  before  he 
sold  out  in  the  early  1980s,  "We 
looked  like  the  Wall  Street  yuppies  of 
the  parking  business." 

Carell  dispatches  his  young  recruits 
to  hustle  building  owners,  tenants 
and  cm  officials  to  grab  parking  con- 
tracts away  from  competitors.  These 


are  called  "take-aways"  in  the  trade, 
and  Central  does  this  better  than 
anyone  else:  Fully  60%  of  its  $16  mil- 
lion revenue  growth  last  year  came 
from  take-aways. 

How  does  an  owner  attract  and 
keep  educated  people  who  can  afford 
suits  and  ties.''  He  pays  them  well.  If 
they  make  profits  grow  by  30%  a  year 
in  their  locations,  they  get  a  bonus  of 
more  than  twice  their  salary.  If  they 
have  a  down  year,  they'd  better 
update  their  resume. 

Former  employees  liken  this  style 
to  "management  with  an  ax  over 
your  head."  The  ax  swings  frequent- 
ly. Management  turnover  at  Central 
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Parking  is  three  times  the  industry 
average.  But  Carell,  65,  whose  soft- 
spoken  Tennessee  accent  can  swiftly 
take  on  a  harsh  edge,  is  more  inter- 
ested in  running  a  business  than  in 
building  people's  self-esteem.  "We 
tell  them  what's  expected  up  front. 
We  don't  motivate  by  fear.  We  moti- 
vate by  opportunity.  The  first  thing 
we  ask  is,  'Do  you  want  to  make 
money?'  " 

In  St.  Louis  two  years  ago,  then 
2 5 -year-old  Patrick  Bell,  senior  man- 
ager of  the  Busch  Stadium  parking 
lot,  noticed  a  Pet  Inc.  employee  lot 
down  the  street.  Bell,  who  left  Cen- 
tral in  March  for  personal  reasons, 
talked  to  the  building  manager  and 
promised  about  50%  of  the  parking 
receipts  for  use  of  the  lot  at  night, 
when  the  Rams  would  be  playing 
their  home  games.  At  $10  a  car,  that 
netted,  after  staffing  costs,  a  quick 
$1,000  a  night  for  Pet  and  about 
$800  a  night  for  Central.  Spare 
change,  but  scrapping  like  that 
helped  propel  Bell  to  general  manag- 
er of  Central's  Oakland,  Calif  lots. 

Glenn  Steelman,  a  32 -year-old  area 
manager  in  Houston,  spotted  a  rival 
lot  last  year  that  looked  messy  and 
overstaffed.  After  hunting  down  the 
owner,  Steelman  successfijlly  pitched 
Central  to  manage  the  lot.  Steelman 
personally  cleaned  and  painted  the 
lot — then  made  the  rounds  of  nearby 
office  buildings  offering  cash  incen- 
tives to  sign  up  new  parking  cus- 
tomers. In  the  last  three  years  95%  of 
Central's  management  contracts  were 
renewed. 

Every  six  months  the  managers  are 
graded  on  their  performance.  Those 
receiving  an  "A"  are  slated  for  pro- 
motion; a  "B"  means  that  within  six 
months  they  must  get  either  an  "A" 
or  a  "C";  get  a  "C"  and  they're  fired. 

Those  who  make  the  cut  become 
general  managers  and  get  5%  of  their 
city's  operating  profits.  Central  bud- 
gets 35%  of  operating  profits  each 
year  for  bonuses. 

"Maybe  some  people  don't  want 
Saturday  and  Sunday  work;  maybe 
they  don't  want  to  be  responsible  at 
night,"  Carell  growls.  "That's  fine. 
They  can  go  on  and  do  something 
else."  Out  in  San  Francisco,  Carl 
LoGiudice  has  no  intention  of 
returning  to  banking.  H 
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Why  is  Jack  White  &  Company 
the  11  Discount  Broker 
Three  Years  in  a  Row? 


Successjul  companies  provide 
an  environment  where  Integrity, 
Excellent  Service  and  Innovation 

thrive.  Innovation  comes  from 
listening  to  clients  and  responding 
to  them. " 


Jack  White,  President 


Providing  an  environment  for  success 
has  distinguished  our  corporate  team. 
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#1 

16  uading  Discount 
Brokerage  Finns 
in  Mine  category 


|THIWAUniEFT)()UimtWLUMCTPaS(WALgt]aNBS| 

SmttMoney 


1  995 
#1 

19  Leading  Discount 
Brokerage  Firms 
in  Nine  Categories 


Please  call  for  free  reprints  of  the  SmartMoncy 

surveys  and  information  about  our  services  available 
in  1997,  including  more  Mutual  Fund  choices  than 
any  broker  (over  5,500  funds),  electronic  crossing. 
The  Ultimate  Market  Account,^"  VISA®  Gold  Credit 
Card,  and  others. 

JackYIhite  &  Company 

www.jackwhiteco.com 

800  •  431  •  3500 

9191  Towne  Centre  Drive,  Second  Floor  •  San  Diego,  California  92122 


SIPC 


The  Nation's  First  Discount  Broker  with 
Continuous  Management  Since  1973. 


'SmanMoney  is  a  trademark  ot  SmartMoney.  a  joint  venture  ol  Dow  Jones  &  Co.  Inc. .  and  ttie  Hearst  Corp. 


Europe's  pay  TV  business  is  growing,  but  not— alas  for 
Hollywood!— as  fast  as  the  optimists  predicted. 

Lesser 
expectations 

By  Paul  Klebnikov 

As  EUROPKANS  have  privatized  and 
deregulated  their  television  business- 
es, demand  for  Hollywood's  pro- 
gramming has  skyrocketed.  European 
TV  now  accounts  for  nearly  20%  of 
Hollywood's  $20  billion  a  year  in  TV 
programming  revenues,  according  to 
media  analysts  Kagan  World  Media 
Ltd.  That's  up  from  16%  of  $14  bil- 
lion five  years  ago.  "Studios  are  selling 
even  their  dogs  [to  the  Europeans]," 
chordes  Finn-Olaf  Jones,  manager  of 
business  development  for  mgm/ 
United  Artists  Telecommunicadons  in 
Europe. 

This  bubble  seems  ready  to  burst. 
Consider  the  plight  of  Leo  Kirch,  the 
German  media  mogul  (FORBES,  Dec. 
19,  1994). 

Last  July  Kirch  launched  a  digital 
TV  service  called  DEI  that  broacdcasts 
33  channels  across  a  footprint  com- 
prising 32  million  potential  German 
customers.  To  secure  the  program- 
ming necessary  to  attract  and  keep 
subscribers  (who  pay  around  $900 
for  receiving  equipment  and  $13  a 
month  for  basic  service),  Kirch  signed 
an  estimated  $5.5  billion  in  deals 
with  Hollywood  studios,  including 
Paramount,  Disney,  Columbia  Tri- 
Star,  MCA  and  Warner  Bros.  The  con- 
tracts give  Kirch  the  German  broad- 
cast rights  for  most  of  the  studios' 
feature  films  and  TV  programs  for  the 
next  ten  years.  Some  of  these  deals 
were  the  largest  ever  signed  for  inter- 
national TV  rights. 

Kirch  and  a  Swiss  partner  also 
bought  the  global  rights  (outside  the 
LI.S.)  to  broadcast  the  World  Cup 
soccer  tournaments  of  2002  and  2006 
for  $2.4  billion — the  highest  price 
ever  paid  for  a  sports  contract. 

But  Kirch  overreached.  J  odav  his 
digital  TV  project  looks  like  a  Jis  ister. 


German  media  mogul  Leo  Kirch 
Nail-biting  time  in  Hollywood? 


DEI  does  not  have  a  good  movie  or 
sports  channel  to  serve  as  its  flagship, 
and  Germans  have  decided  that  their 
old  analog  broadcasts  work  well 
enough  for  now. 

Result:  DEI  predicted  that  it  would 
have  200,000  subscribers  by  the  end 
of  1996  and  600,000  by  the  end  of 
this  year.  At  present  it  has  signed  up 
only  20,000  or  so. 

With  customers  barely  trickling  in, 
Kirch  has  had  to  forage  for  capital  and 
partners  to  keep  DEI  on  the  air. 
Rupert  Murdoch's  eight-year-old 
British  sateUite  broadcasting  system, 
British  Sky  Broadcasting,  with  6  mil- 
lion paying  subscribers,  had  an  option 
to  buy  a  49%  stake  in  Kirch's  DEI  for 
an  undisclosed  amount.  But  two 
months  ago  Murdoch  decided  not  to 
exercise  the  option. 

Kirch  then  turned  to  his  allies  in 
German  political  circles  for  help.  But 
last  month  a  public  outcry  forced  the 
government  of  Bavaria  to  drop  its 


plans  to  lend  Kirch  $600  million. 
Now  France's  Canal  Plus  says  it  is 
negotiating  to  buy  Kirch's  stake  in 
Telepiu,  the  Italian  pay  TV  service. 

With  Kirch  scrambling  to  keep  his 
digital  venture  afloat,  it's  almost  cer- 
tain that  he'll  ask  the  Hollywood  stu- 
dios to  share  some  of  his  pain.  Says 
Marc-Andre  Eeffer,  chief  operating 
officer  of  Canal  Plus:  "If  these  digital 
services  like  DEI  continue  to  develop 
badly,  naturally  the  [programming] 
contracts  will  have  to  be  reopened." 
The  betting  in  Europe  is  that  the  stu- 
dios will  have  litde  choice  but  to  agree 
to  roll  back  some  of  their  prices. 

Hollywood  faces  another  problem 
in  Europe:  the  consolidation  of  the 
European  TV  industry.  Four  big 
groups  are  emerging.  Canal  Plus, 
Europe's  largest  cable  television  com- 
pany (10  million  subscribers  ),  now 
dominates  the  pay  TV  markets  of 
France,  Belgium,  Italy  and  Spain.  Ger- 
many's Bertelsmann,  already  a  power- 
house in  European  terrestrial  broad- 
casting, is  expanding  cautiously  into 
pay  TV  as  well.  Kirch  remains  a 
power — for  all  his  troubles — because 
of  his  massive  film  library  and  his 
German  TV  stations.  And  Murdoch's 
BSkyB  rules  Britain's  pay  TV  market. 

Why  does  consolidation  threaten 
Hollywood.^  Because  it  gives  Europe's 
TV  industry  much  more  power  over 
the  prices  it  will  pay  for  programming. 

For  a  hint  of  things  to  come,  recall 
what  happened  in  Britain  in  1990 
during  the  18-month  rollout  of  two 
competing  satellite  services,  BSkyB 
and  British  Satellite  Broadcasting.  At 
the  time,  the  two  rivals  spent  a  total  of 
$2.2  billion,  mostly  on  long-term 
programming  contracts  at  unprece- 
dented prices.  But  once  the  two  com- 
panies merged  a  year  later,  they  were 
able  to  roll  back  a  lot  of  these  con- 
tracts, by  an  estimated  20%  or  so. 

No  one  is  predicting  an  end  to  the 
growth  of  pay  TV — including  CATV, 
direct  satellite  broadcasting  and  pay- 
per-view — in  Europe.  Europe  counts 
145  million  TV  households,  of  which 
16  million  currently  subscribe  to  pay 
TV  services.  That's  a  penetration  rate 
of  just  11%,  versus  58%  penetration  in 
the  U.S. — excellent  potential.  But  nei- 
ther will  subscriber  growth  be  as  rapid 
as  the  optimists  predicted,  nor  the 
windfall  for  Hollywood  as  great.  H 
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How  Qu  y..u  iL.i ,  I  yui.i  ,o... , c-  oi^cu  ,e  ..Ai.i.  ,v...o .  n  i.,,y..  ,    uffered  Sears  a  versatile  power  tool:  the  IBM  RS/6000! 

By  giving  them  a  choice  of  the  leading  database  software,  the  RS/6000  provided  Sears  with  the  flexibility  to  design  a  truly  custom  data 
warehouse.  And,  with  its  award-winning  UNIX'  operating  system,  AIX*  the  RS/6000  easily  manages  their  existing  data.  It  adds  up  to  a 
decision  support  system  that  helps  Sears  better  serve  their  customers  and  helps  keep  their  business  growing,  too.  To  see  how  an  RS/6000 
solution  can  power  your  business,  stop  by  www.rs6000.ibm.com/solutions  or  call  1  800 IBM-2468,  ext.  FA059. 


IBM,  RS/6000  and  AIX  are  registered  trademarks  and  Solulions  lor  a  small  planel  is  a  trademark  of  IBM  Corp  UNIX  is  a 
registered  trademark  in  Ihe  U  S  and  otfier  countries,  licensed  exclusively  ttirougfi  X/Open  Company  Limited  All  other 
company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  their  respeclive  companies  ©1997  IBM  Corp, 


The  blood  is  running  thin  in  the  executive  suites  at  many  of  Europe's  proud 
old  industrial  names.  The  Pirelli  family  was  lucky.  It  got  some  new  blood. 

The  (almost^ 
perfect  son-in-law 


By  Howard  Banks 

He  was  the  elegant  son 
of  a  modestly  successful 
Milanese  businessman.  She 
was  an  heir  to  one  of 
Europe's  proudest  industri- 
al names.  But  who  would 
have  guessed  that  when 
Cecilia  Pirelli  married 
Marco  Tronchetti  Provera 
in  1976,  she  was  acquiring 
both  a  spouse  and  the  man 
who  would  save  her 
family's  125-year-old  tire 
and  cable  manufacturer, 
Pirelli  &  C..> 

For  that  matter,  who 
could  have  predicted  that 
when  this  golden  couple 
decided  to  split,  the  Pirelli 
family  would  give  Tron- 
chetti control  of  their  dom- 
inating 12.5%  stake  in 
Pirelli  &  C,  cementing  his 
position  as  a  leading  man 
of  Italian  industry? 

After  marrying  Cecilia 
and  working  in  his  family's 
small  utility  holding  com- 
pany, Tronchetti  joined 
Pirelli  &  C.  in  1986.  Then 
under  the  chairmanship  of 
his  father-in-law,  Leopoldo 
Pirelli,  the  company  was 
trying  to  secure  its  future 
as  a  tiremaker  by  buying 
market  share.  Pirelli 
bought  Armstrong  Tire  in 
1988,  but  let  Firestone  fall 
to  Japan's  Bridgestone  and 
then  botched  an  attempt  to 
take  over  German  tiremak- 
er Continental. 

By  1991  the  combina- 
tion of  a  weak  car  market 


Marco  Tronchetti  Provera,  chairman  of  Pirelli,  relaxing  In  his  house  In  Milan 
He  cut  and  closed  but  also  reinvested  in  a  way  that  will  power  Pirelli 


V 

in  the  next 


millennium. 
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INTERNET  SOLUTIONS 


Building  a  Website  ttnat  will  attract  millions  of  fans  requires  a  powerful  teammate.  An  IBM  RS/6000'  Internet  solution  handles 
many  of  \he  busiest  Websites  around:  the  NHL,  the  Olympic  Games,  the  PGA  of  America,  even  Wimbledon,  to  name  a  few.  The  reason? 
Its  incredibly  scalable  UNIX"  operating  system,  AIX'  gives  the  RS/6000  the  flexibility  to  rise  to  any  challenge  -  now  or  down  the  road. 
So,  if  you're  building  an  Internet  site  for  millions  or  an  intranet  for  hundreds,  we'll  help  design  a  winning  solution  for  your  business.  To  learn 
about  all  of  our  RS/6000  solutions,  stop  bywww.rs6000.ibm.com/solutions  or  call  1 800  IBM-2468.ext.FA057. 


IBM  RS/6000  and  AIX  die  registered  trademarks  and  Solutions  for  a  small  planet  is  a  trademark  ol  IBM  Corp  UNIX  is  a 
fegistered  Irademark  m  (tie  US  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limiled  All  other 
company  and/or  product  names  are  trademarks  or  registered  trademarks  ol  their  respective  companies  ©1997  IBM  Corp 


"A  great  gi 
to  making 
money  in  the 
stock  market." 

—MICHAEL  F.  PRICE, 

President,  MuOial  Series  Funds,  Inc. 

r^This  book 
is  great!'' 

j— ALAN  "ACE"  GREENBERG 

Chairman  of  the  Board,  Bear  Stearns 


"Consider  this  book  your 
treasure  map  to  stock 
market  fortune!" 

-MICHAEL  STEINHARDT, 

the  "Dean"  of  Wall  Street 
hedge  fund  managers 

''I  hope  few  investors  read 
this  smart,  sophisticated, 
\'  fun  book.  I  don't  want 

•  competition  profiting  from 

its  very  real  insights." 

-ANDREW  TOBIAS, 

bestselling  author  of 
The  Only  Investment  Guide 
You'U  Ever  Need 

im  "There  are  many  ways 

to  make  money 
in  the  market; 
these  are  some 
of  the  best!" 

-JIM  ROGERS, 

CNBC,  author  of  Investment  Biker 
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Cecilia  Pirelli  in  happier  times  with  ex-husband  (ana  current  friend),  Marco  Tronchetti  Provera 
The  marriage  didn't  worit  out,  but  tlie  business  relationship  certainly  has. 


and  the  costs  of  its  attempted  acqui- 
sitions had  driven  Pirelli  to  a  $500 
million  loss  on  sales  of  $5  billion.  By 
the  following  year  net  debt  stood  at 
$2.24  billion,  200%  of  equity. 

Pirelli  was  close  to  bankruptcy. 
Leopoldo  acknowledged  that  Pirelli 
"needed  younger  forces,"  and 
handed  the  reins  to  his  ex-son-in-law. 

Tronchetti  was  then  only  39,  but 
he  knew  what  had  to  be  done.  Start- 
ing in  Italy,  he  began  closing  factories 
and  reducing  employment.  By  the 
end  of  1996  he  had  closed  31  facto- 
ries, for  a  total  of  71  (with  56  of 
these  outside  Italy),  and  cut  jobs  by 
over  a  third,  to  36,500  worldwide. 
But  he  was  more  than  an  Italian  ver- 
sion of  Chainsaw  Al  Dunlap.  As 
Tronchetti  cut  and  closed,  he  also 
reinvested — not  only  in  the  tire  busi- 
ness but  also  in  cable,  especially  in 
some  high-technology  telecommuni- 
cations businesses  that  will  power 
Pirelli  into  the  next  millennium. 

The  results  show  why  the  Pirelli 
clan  was  happy  to  leave  the  family 
company  in  Tronchetti's  hands  after 
he  and  Cecilia  had  separated.  By  last 
year  Tronchetti  had  turned  199 1's 
bankruptcy-threatening  loss  into  a 
$723  million  profit  on  increased  rev- 
enues of  $6.2  billion — a  $1 -billion- 
plus  profits  swing.  Debt  has  dropped 


from  over  $2  billion  to  $608  million, 
just  31%  of  equity. 

In  tires,  of  course,  Tronchetti  had 
some  strong  assets  to  work  with. 
Pirelli  is  one  of  the  world's  strongest 
brand  names.  Pirelli  tires  won  the 
World  Rally  Championship  in  1995 
and  again  in  1996,  and  people  are 
willing  to  pay  premium  prices  for 
them.  Today  Pirelli  has  exclusive  deals 
for  Jaguar's  new  XJ-8  and  the  Lotus 
Elise  and  takes  the  biggest  share  of 
sales  for  Porsche,  the  S-Class  Mer- 
cedes-Benz, BMW  and  Saab. 

But  tiremaking  is  a  tough  business 
that  rewards  companies  with  strong 
market  shares  and  long  production 
runs.  Compare  Pirelli's  5%  share  of 
the  global  tire  market  to  the  15%-to- 
20%  shares  for  each  of  the  big  three 
producers:  Goodyear,  Michelin  and 
Bridgestone.  Says  Massimiliano 
Casini,  an  analyst  with  Robert  Flem- 
ings Securities:  "It's  much  tougher  to 
have  to  spread  a  high  R&D  budget 
over  a  much  smaller  volume  for 
Pirelli  than  it  is  for  Michelin  with  its 
four-times-bigger  sales." 

Deciding  that  Pirelli  could  not 
compete  against  the  big  three  in  the 
mass  markets,  Tronchetti  pushed  the 
company  as  fast  as  possible  out  of 
low-margin  standard  tires  and  into 
better  margin,  higher  performance 
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FORGET  THE  CORKSCREW  ROLLER  COASTER  AND  THE  CENTRIFUGE  RIDE. 
NOTHING  TAKES  YOUR  BREATH  AWAY  LIKE  LOSING  A  MULTIMILLION-DOLLAR  LAWSUIT. 


Even  the  most  entertaining  business  needs  to  be  fully 
prepared  for  a  disastrous  event.  And  when  that  business 
is  small,  its  very  existence  can  be  threatened  by  inade- 
quate or  inappropriate  insurance  coverage. 

With  over  75  years'  experience  in  managing  total 
marketplace  risk,  AIG  specializes  in  designing  the  kmds 
of  custom  coverages  that  companies  must  have  to  cope 
successfully  with  the  unexpected  and  the  unusual.  AIG 
has  experts  in  hundreds  of  commercial  categories,  from 
aviation  to  construction  to  restaurants. 


Whether  your  business  employs  100  or  10,000,  AIG  has 
the  insurance  and  financial  services  you  need. 

Services  like  corporate  accident  plans  for  small  busi- 
nesses, equipment  breakdown  coverage  and  directors 
and  officers  insurance. 

Most  important,  we've  got  top  financial  ratings,  so 
we'll  be  here  to  keep  your  business  from 
that  downward  slide. 


AIG 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street.  New  York,  NY  10270 


II  saloUo  buono 


Thk  global  tire  industry 
continues  to  consolidate. 
Pirelli,  with  its  high-per- 
formance tires  and  strong 
brand  name,  would  be  a 
splendid  catch.  But  unless 
you've  got  the  nod  from 
Marco  Tronchetti  Provera, 
don't  even  think  about 
malcing  a  run  at  Pirelli 
SpA,  the  main  operating 
unit  of  the  $6  billion  (rev- 
enues) Pirelli  Group. 


Pirelli  SpA  is  publicly 
traded  in  Milan.  But  it  is 
controlled  by  a  very  pri- 
vate holding  company, 
Pirelli  8i  C.  (see  chart).- 
Tronchetti  votes  his 
former  wife's  family's 
12.5%  stake  in  Pirelli  & 
C,  but  through  a  web  of 
mostly  unseen  relation- 
ships in  Milan,  his  control 
of  the  holding  company  is 
nearly  absolute.  Another 
9%of  PireUi  &  C.  is  held 
by  Milanese  merchant 
bank  Mediobanca. 
Tronchetti  is  on 
Mediobanca's  main  board. 


along  with  most  of  the 
other  key  bosses  in  the 
area;  the  Mediobanca 
board  is  part  of  what's 
called  il  salotto  buono — lit- 
erally, the  good  drawing 
room — of  Italian  business. 
The  same  people  have 
holdings  in  Pirelli  &  C, 
just  as  the  Pirelli  clan  no 
doubt  has  interests  in  their 
holding  companies.  (The 
others  are  less  open  than 
the  Pirellis  about  who 
owns  them.) 

The  watchword  among 
the  members  of  this 
group:  You  protect  my 


back  and  I'll  look  after 
yours. 

Top  Italian  business- 
people  defend  this  system 
of  cross-holdings  as  their 
only  protection  against 
their  government's  ever- 
widening  incursions  into 
Italian  business.  But  it  also 
protects  them  against 
other  businessmen  step- 
ping in  to  liberate  mis- 
managed assets.  That's 
not  a  problem  at  Pirelli 
under  Tronchetti  (see 
story),  but  it's  a  big  prob- 
lem at  some  other  old-line 
Italian  firms.       -H.B.  H 


tires.  He  invested  in  manu- 
facturing flexibility.  Key 
here  is  a  modular  system  of 
tiremaking  that  allows 
much  faster  switching 
between  different  models 
and  economical  protiuction 
in  batches  as  small  as  150 
to  200  tires.  And  he 
unwound  poppa-in-law 
Leopoldo's  earlier  move  to 
buy  market  share  in  North 
America. 

Early  diis  year  Tronchet- 
ti closed  the  last  of  the  fac- 
tories purchased  with  the 
Armstrong  Tire  acquisi- 
tion. "It  was  all  a  mistake 
for  us,"  he  says  of  the  Arm- 
strong acquisition.  North 
American  production  is 
now  concentrated  in  Han- 
ford,  Calif.  There,  as  at 
most  of  Pirelli's  car  tire 
plants,  production  is  of 
top-of-the-range  sporty 
tires.  aHHI 

An  obvious  question  for 
Tronchetti:  Will  you  sell  your  tire- 
making  operations? 

"No,"  replies  Tronchetti  with  a 
slight  shake  of  his  patrician  head. 
Pirelli  will  remain  in  tires  and  proba- 
bly expand  somewhat  through  invest- 
ments and  partnerships  in  Latin 
America  and  particularly  in  Asia. 

China?  "Yes,"  tiie  head  nods.  "But 
they  [the  Chinese]  are  very  good  at 
negotiating  deals  where  we  will  lose 


Well  defended 


LLLLLELLL 

41.7% 


iete  Internationale  Pirelli  S.A.] 


J 


48.7% 


>  Sales:  $6  billion  •  Market  value:  $3.6  billion 
Business:  tires,  cables 


Exchange  rate:  1,700  lire  =  $1.  *Gemina  Participations,  SAI,  Assicurazioni  Generali, 
Banque  Indosuez,  Ras,  Sade  Finanziaria  and  Cir. 

The  family's  12.5%  holding  in  Pirelli  &  C,  plus  the  backing 
of  the  other  friendly  shareholders  (see  box  above),  protects 
operating  company  Pirelli  SpA  from  any  unwanted  raiders. 


money  for  many  years.  India's  better, 
we  have  good  prospc  ts  there." 

But  while  tires  will  /cmain  a  core 
business  at  Pirelli,  its  fi.irure  lies  with 
telecommunications  and  high-tech- 
nolog}'  businesses. 

Pirelli  has  produced  cables  for 
many  years,  but  under  Tronchetti  this 
activity  has  flourished.  In  1991,  the 
year  before  Tronchetti  took  over, 
cables — for    power  transmission. 


wiring  for  buildings  and 
electrical  equipment,  and 
high-tech  cables  for  TV, 
computers  and  telecommu- 
nications— accounted  for 
around  a  third  of  Pirelli's 
sales,  with  tires  two-thirds. 
Today  the  revenue  split  is 
roughly  50-50,  with  cable 
sales  growing  much  faster 
than  tire  sales. 

Whereas  net  margins  in 
tires  run  just  5%  to  6%,  in 
the  cable  operation  they 
run  8%  to  10%. 

The  most  exciting 
growth  area  in  Pirelli's 
cable  operation  is  in  what 
is  called  photonics — the 
transmission  of  data  or 
voice-over  fiber-optic  cable. 
The  technology  break- 
through here  came  in  the 
late  1980s  from  some 
Pirelli-sponsored  work  at 
Britain's  Southampton 
Universit)',  further  devel- 
oped at  New  Jersey-based 
Bell  Laboratories.  What  emerged  was 
that  doping  glass  with  erbium  (one  of 
a  group  of  14  so-called  rare  earth 
metals)  could  be  used  to  produce  an 
amplifier  that  massively  increased  the 
speed  of  transmission  and  capacity'  of 
the  ordinary  glass-fiber  network. 

Next  step  was  the  development  of 
de\'ices  that  allow  several  streams  of 
data  to  be  carried  at  this  high  trans- 
mission speed  along  the  same  fiber. 
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WHY? 

Strategically  located  with  convenient  regional  and 
international  air  links. 

•  Excellent  telecommunications  -  direct  dialling 

with  more  than  200  countries. 

>  Numerous  and  attractive  tax  incentives  including 
26  double  tax  treaties. 

*  Highly  qualified  bilingual  staff  and 
very  competitive  operating  costs. 

•  A  pleasant  working  and  living  environment 
including  the  lowest  crime  rote  in  Europe. 
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For  more  information  about  Cyprus  please  contact: 


CENTRAL  BANK  OF  CYPRUS 
International  Division 
P.O.Box  5529,  CY-1395  Nicosia,  Cyprus 
Telephone:  +357  2  394225 
(8.00  am  -  2.00  pm,  local  time) 

Fox:  +357  2  378164 
E-mail:  idoe@centralbank.gov.cy 


Mood  V  sink 


further  multiplying  capacity.  The 
devices  are  called  dense  wavelength 
division  optical  multiplexers,  or 
DWDM — initials  that  will  probably 
become  as  well-known  as  DRAM. 

Forbes  asap  Contributing  Editor 
George  Gilder  has  compared  the 
invention  of  this  technology  to  the 
creation  of  the  microprocessor 
{Forbes  ASAP,  Apr.  7).  That  may  be  an 
understatement.  By  using  a  combina- 
tion of  erbium-doped  amplifiers  and 
DWDMs  supplied  by  Pirelli,  MCI  has 
said  that  it  will  be  able  to  boost  the 
speed  of  its  phone  network  by  close 
to  a  thousandfold  over  the  coming 
tliree  years.  MCfs  first  installation  will 
be  between  Chicago  and  St.  Louis. 
Other  telephone  companies  are  rush- 
ing to  join  the  party. 

Pirelli  was  the  first  into  this  busi- 
ness, but,  inevitably,  it  now  has  com- 
pany. Competitors  include  France's 
Alcatel  and  Lucent  Technologies,  the 
AT&T  spinoff  There's  also  Ciena 
Corp.,  the  Maryland  startup  backed 
by  the  Sevin  Rosen  venture  capital 


fund.  Ciena,  a  hot  IPO  in  February, 
faces  a  suit  from  Pirelli  alleging  patent 
infringements. 

For  the  moment  Ciena  seems  to  be 
ahead  in  photonics.  It  will  come  out 
with  a  40 -channel  DWDM  this  simimer, 


staying  ahead  of  the  32-channel  device 
that  Pirelli  has  announced  it  will  be 
selling  by  summer.  But  in  a  couple  of 
months  Pirelli  is  expected  to  announce 
that  it  is  ready  to  launch  a  32/64- 
channel  DWDM. 


©1997  American  Century  Services  Corp., 
American  Century  Investment  Services,  Inc. 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentury.com 


It  reminds  one  of  Moore's  Law 
and  the  early  days  in  microchips.  As 
with  chips,  photonics  is  a  rapidly 
growing  market.  Erbium-doped 
amplifier  and  DWDM  sales  in  1996 
were  estimated  to  be  around  $200 
million,  mostly  in  the  U.S.,  but  could 
grow  to  as  much  as  $15  billion 
worldwide  by  2005,  according  to  San 
Diego- based  market  researcher  Elec- 
tronicast.  Pirelli  has  forecast  its  sales 
in  photonics  at  around  $300  million 
by  1998,  a  figure  nearly  everyone 
agrees  is  far  too  conservative. 

Down  the  road,  there  is  the 
prospect  of  replacing  electronic 
switching  in  telecommunications  with 
photonics,  maldng  possible  seamless 
telecommunications  by  light.  Switch- 
ing alone  would  potentially  add  many 
billions  of  dollars  to  this  business. 
Here,  too,  Pirelli  is  sponsoring  fur- 
ther research  at  Southampton  Uni- 
versity and  is  expanding  research  at  its 
manufacturing  and  laboratory  facility 
in  Abbeville,  S.C. 

To  make  sure  that  there  are  no 


production  bottlenecks,  Tronchetti  is 
working  with  partners  in  some  areas 
of  erbium  amplifiers — and  he 
acquired  Quante  of  Germany  to  add 
capacity  in  making  dwdms. 

Tronchetti  is  moving  on  other 
technology  fronts.  One  example: 
using  superconductivity  to  transmit 

"One  result  [of  major 
changes  by  Americans]  is 
that  Europe  as  a  whole  has 
become  less  competitive." 

electric  power.  Pirelli  already  has  built 
a  160-foot  length  of  superconducting 
high-voltage  transmission  cable,  the 
longest  ever,  in  conjunction  with 
American  Superconductor  Corp.  "It's 
in  the  same  position  as  fiber  was 
many  years  back,"  Tronchetti  says. 
"We're  waiting  for  the  technology  to 
prove  itself,  but  the  world  will  need 
to  be  able  to  move  more  and  more 


energy  at  less  cost." 

If  there  is  a  thorn  in  Tronchetti's 
paw,  it  is  the  fact  that  Europe  is  stag- 
nating, yet  Pirelli  still  depends  on 
Europe  for  40%  of  its  tire  sales  and 
60%  of  its  cable  sales.  Tronchetti  wor- 
ries openly  about  the  direction  the 
Continental  economies  are  taking. 
"Americans  have  made  major 
changes,  have  moved  increasingly 
outside  America,"  he  says.  "One 
result  is  that  Europe  as  a  whole  has 
become  less  competitive." 

Tronchetti  sees  a  ray  of  hope  in  the 
European  Maastricht  Treaty,  the 
underpinning  of  the  new  federal 
Europe.  The  treaty's  new  rules,  he 
believes,  provide  the  means  to  break 
the  lock  hold  of  government  on 
European  economies.  "Maastricht 
begins  to  change  [i.e.,  diminish]  the 
role  of  the  state  in  many  countries," 
he  says,  adding,  "if  you  don't  move 
forward  every  day,  you  will  be 
destroyed."  Not  much  chance  of  that 
happening  at  Pirelli  during  Tronchet- 
ti's reign.  H 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 
and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


American 

CENTURY. 


Big  and  small  players  alike  are  concocting  strategies  to  secure  a  slice 

of  a  $300  billion  deregulated  energy  market.  Some  already  look  like  winners. 


Poweir  players 


By  Toni  Mack 
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The  numbers  are  awesome.  Electric 
power  is  a  $215  billion  industry. 
Natural  gas  is  $90  billion.  They're 
merging  into  one  vast  energy-provid- 
ing business  that  dwarfs  both  the 
local  and  long  distance  phone  busi- 
ness ($170  billion)  and  the  airline 
industry  ($100  billion).  And  soon 
competitors  of  all  stripes  will  be  able 
to  vie  for  their  customers. 

California,  New  York,  Pennsylva- 
nia, Illinois  and  some  New  England 
states  are  moving  quickly  toward 
deregulation.  U.S.  Congressman  Dan 
Schaefer  (R-Colo.)  has  introduced  a 
bill  to  free  all  customers — residential 
and  commercial  alike — to  choose 
their  own  electricit)'  provider  by  Dec. 
15,  2000.  "Deregulation  will  spread 
rapidly,"  predicts  Richard  Farman, 
president  of  Los  Angeles-based  gas 
utility  Pacific  Enterprises.  "States 
don't  want  to  leave  it  up  to  the  fed- 
eral government." 

The  players  in  this  game  face  many 
choices:  Focus  on  a  local  market  or 
go  national?  Pursue  high-volume  cus- 
tomers or  cater  to  smaller  fry?  Own 
generating  plants,  even  as  the  price  of 
power  falls?  Below,  Forbes  spodights 
a  handfiil  of  strategies  that  are  already 
showing  promise. 

Black  magic 

Richard  Priory,  president  of  Char- 
lotte, N-.C.'s  $4.8  billion  (revenues) 
Duke  Power  Co.,  wants  to  exploit 
Duke's  record  as  an  efficient  operator 
by  owning  and  operating  power 
plants  all  over  the  country.  Says 
Priory:  "Our  core  strength  is  gener- 
ating and  dispatching  electricity  and 
satisfying  our  customers'  technical 
needs." 

Duke's  joint  venture  with  trader 
Louis  Dreyfus  L.L.C.  (Forbes, /w/y 
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Afresh  look  at  the  familiar.  The  KOHLER  Vessels'"  lavatory.  Perfect  simplicity 
combined  with  perfect  function  brings  art  to  the  ordinary,  a  new  delight  to  the 
everyday.  Sleek  and  surprising,  this  sink  will  delight  the  eye  forever.  Shown  here: 
Turnings  lavatory.  See  the  Yellow  Pages  for  a  KOHLER"  Registered  Showroom, 
or  call  l-800-4-KOHLER,ext.  NX5  to  order  product  literature,  www.kohlerco.com 
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DVD  technology.  The  possibilities  are  endless 
And  that's  just  the  beginning. 


Panasonic  DVD  technology  is  the  resource  of  the  future  that  will  start 
improving  life,  today.  And  we've  only  begun  to  explore  all  its  possibilities. 

At  first  glance,  DVD  might  appear  to  be  a  cutting-edge  entertainment 
technology  -  bringing  movies  and  interactive  educational  programs  home  in 
a  way  never  before  possible.  But  take  a  glimpse  into  the  future  and  what 
you'll  see  is  that  DVD  is  much  more.  It  will  be  a  business  partner  that  puts 
millions  of  facts  at  your  fingertips.  A  legal  assistant  that  can  search  through 
hundreds  of  law  books  in  seconds.  Or  a  teaching  tool  that  can  give  students 
individualized  remedial  lessons.  DVD  discs  are  the  size  and  shape  of 
CD-ROMs,  but  far  more  powerful.  With  a  massive  capacity  of  up  to  17  giga- 
bytes and  a  data  transfer  rate  of  nearly  10  megabits  per  second,  DVD  players, 
DVD  ROM  and  DVD  RAM  will  be  the  essential  tools  of  the  information  age. 

And  Panasonic,  through  its  parent  company,  Matsushita  Electric,  has 
created  technologies  that  give  DVD  its  power.  The  most  powerful  DVD 
disc  will  be  dual-sided  and  dual-layered.  This  technique  takes  the  original 
DVD  concept,  with  an  already  impressive  4.7  gigabytes,  and  potentially 
expands  it  to  17.  All  this  is  possible  thanks  to  the  ultra-precise  UV  disc 
bonding  technology  and  dual-focus  Holographic  lens  created  by  Matsushita. 

Panasonic  has  been  involved  with  DVD  technology  every  step  of  the 
way.  Even  before  it  was  called  DVD.  Today,  Panasonic  has  U.S.  facilities  to 
help  businesses  with  digital  video  and  audio  compression,  DVD  program 
authoring,  mastering,  even  disc  manufacturing.  So,  no  one  is  better  prepared 
to  help  companies  enter  the  DVD  age. 

DVD  technology  will  change  the  movie,  music,  publishing,  and  computer 
industries,  simultaneously.  It  will  help  business,  research  and  education  solve 
complex  problems.  Or  simply  let  people  enjoy  feature  films  with  extraordinary 
CD-quality  sound,  a  choice  of  8  different  language  sound  tracks  and  32 
subtitles.  The  possibilities  are  endless.  And  that's  just  the  beginning. 


Panasonic 

Matsushita  Electric 


Culture  shock 

Margaret  Thatcher 
began  privatizing  and 
deregulating  Great 
Britain's  state-owned  gas 
and  electric  utilities  in 
1989.  Since  then  power 
prices  to  industrial  cus- 
tomers, the  only  ones  for 
which  suppliers  now  have 
to  compete,  have  fallen  by 
14%  to  22%,  giving  British 
industry  some  of  the 
lowest  costs  among  the 
European  Union's  12 
nations.  Next  year  all  the 
U.K.'s  electricit)'  buyers 
will  be  freed  to  choose 


among  competing 
providers. 

John  Devaney  runs 
Eastern  Electricity,  one  of 
12  state-owned  electricity 
retailers  that  were  priva- 
tized in  1990.  Says 
Devaney:  "The  companies 
and  the  government 
expected  staff  cuts  of  10%. 
We  cut  50%."  Now  part  of 
the  NYSE-traded  Energy 
Group,  which  also  owns 
Peabody  Coal,  Eastern 
earned  an  estimated  $406 
million  in  the  fiscal  year 
ended  March  1997,  up 
from  $170  million  in  fiscal 
1992. 


As  the  U.S.  follows  the 
U.K.  into  electricity 
deregulation,  Devaney 
offers  this  lesson  to  his 
Yank  counterparts:  "For  a 
monopoly  to  walk  straight 
into  a  competitive  envi- 
ronment is  a  big  culture 


change.  People  at 
middle  management  and 
below  who  have  had  job 
security  don't  like  the 
change.  1  spent  a  lot  of 
time  explaining  the  com- 
petitive market  and 
encouraging  people  to 
make  quick  decisions. 

"Those  who  change 
their  culture  fastest  are  the 
ones  who  will  succeed  in  a 
free  market." 


15,  1996)  and  its  pending 
$7.7  billion  merger  with 
nationwide  natural  gas 
marketer  PanEnergy 
Corp.  will  create  the 
biggest  gas/power  com- 
bination in  the  business. 
Already  Duke's  3.3- 
cents-per- kilowatt-hour 
generating  cost  is  15% 
below  the  U.S.  average. 
This  helped  the 
Duke/Dreyfus  venture 
beat  out  14  other  bidders 
for  a  contract  to  manage 
the  Dover,  Del.  munici- 
pal utility's  175- 
megawatt  generators  and 
make  it  a  prime  con- 
tender for  a  contract  to 
manage  Los  Aiigeles'  n^^^ 
7,000  megawatts. 

Priory  is  also  pondering  bids  for 
some  of  the  20,000  megawatts — 
roughly  $2  billion  worth — of  power 
plants  that  are  now  being  divested  by 
utilities  in  New  England  and  Califor- 
nia. How  does  a  buyer  know  what  to 
pay  when  no  one  knows  how  much 
competition  will  slash  the  sales  price 
of  power?  "You  use  some  black 
magic  and  hope  and  pray,"'  laughs 
Priory. 

Wall  Street  utilities  analysts  think 
Duke  will  have  no  trouble  raisins 
financing.  Says  one:  "Duke  can 
acquire  assets  cheaply  because  ii  can 
operate  diem  better  tlian  odiers." 


Duke  Power  Co. 
wants  to  own  and 
operate  power 
plants  all  over 
the  country. 


The  smorgasbord 
approach 

How  would  you  like  to 
buy  Internet  access,  long 
distance  phone  service, 
satellite  TV  and  energy — 
all  from  a  single  provider 
issuing  one  monthly  bill? 
Plenty  of  utility  execu- 
tives are  talking  about 
offering  such  a  smorgas- 
bord. KN  Energy  Chair- 
man Larry  Hall  is  already 
doing  it. 

Lakewood,  Colo.- 
based  KN  Energy  is  a 
$1.4  billion  (sales)  natur- 
al gas  company.  Last 
September  Hall  intro- 
duced Simple 
Choice  to 
KN's  243,000 
retail  gas  customers,  offer- 
ing the  services  listed 
above,  plus  a  few  more. 
(Outside  companies  pro- 
vide the  actual  long  dis- 
tance, Internet  and  other 
services,  which  Hall  then 
markets  under  the  Simple 
Choice  brand.)  When 
deregulation  enables  Hall 
to  hawk  electricity,  he'll 
add  that,  too. 

It  hasn't  all  gone 
smoothly.  In  November 
Scottsbluff,  Nebr.  attor- 
ney    Howard  Olsen 


returned  a  $40-a-month  Simple 
Choice  Internet  modem  after  having 
trouble  hooking  it  up  and  getting 
through  to  customer  reps.  A  few  days 
later  a  KN  Energy  executive  arrived  at 
Olsen's  home.  "He  said,  'We  don't 
want  to  lose  even  one  customer,'  " 
chuckles  Olsen,  who  now  uses  his  KN 
modem  for  legal  research  and  family 
E-mail. 

In  January  PacifiCorp,  a  Portland, 
Ore. -based  electric  utility,  joined 
with  KN  in  a  venture  to  sell  the 
Simple  Choice  portfolio  of  products, 
along  with  billing  and  customer  ser- 
vice systems,  to  other  utilities  across 
the  country.  Their  target:  rural  areas 
and  small  cities,  such  as  Omaha, 
Nebr.  and  Dayton,  Ohio;  these  less 
densely  populated 
areas  together  contain 
roughly  half  the 
people  in  the  U.S. 

"No  one  pays  much 
attention  to  this 
market,"  notes  Hall. 
"In  the  big  cities,  you 
see  all  the  gorillas." 


KN  Energy  offers 
Internet  access, 
long  distance 
phone  service  and 
satellite  TV. 


The  brand-namer 

Houston's  $13  billion 
(revenues)  Enron 
Corp.  is  an  industry 
leader  in  wholesale 
natural  gas  and  power 
market  share.  Now  the 
company's  hard-driv- 
ing chairman  and  chief 
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Good  Design  Brightened  Boyd  Lighting's  Profit  Scenario 


Boj-d  Lighting,  Son  Franciico  Broyton  i.  Hughei  Deijgn  Srudio,  Membe'  ot  I  he  Ame'icon  Insfifure  ol  Aichiri 


WHEN  BOYD  LIGHTING  CHOSE  TO  PUT  ALL  THEIR  OPERATIONS  UNDER  ONE  ROOF,  THEY  HAD  AN 
ENLIGHTENED  IDEA.  THEY  GOT  THEIR  ARCHITECT  INVOLVED  RIGHT  FROM  THE  START.  ALL  DETAILS 
FROM  SITE  SELECTION  TO  SHOWROOM  DISPLAY  SCENARIOS  WERE  INFLUENCED  BY  DESIGN.  AND  THE 
RESULTS  ARE  QUITE  ILLUMINATING.  COMMUNICATION  BETWEEN  STAFF  MEMBERS  BECAME  CLEAR  AND  OPEN. 
PRODUCT  DELIVERY  TIME  IMPROVED  BY  30%.  WALK-IN  TRAFFIC  DOUBLED.  AND  PROFITS  GREW  10%.  FOR 
THE  HIGHLIGHTS  OF  HOW  OTHER  BUSINESSES  PROFIT  BY  DESIGN,  CALL  8  00- A I A-9  9  3  0 .  OR  WWW.AIA.ORG. 
WE  MAKE  YOUR  BOTTOM  LINE  BEAUTIFUL. 
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Td  get  retail  customers, 
Enron  needs  a  brand  name. 
That  could  cost  $100  million. 


executive,  Kenneth  Lay,  wants  to  sell 
electricity,  gas  and  a  host  of  energy 
services  to  individual  homeowners  as 
well  as  to  big  energy  consumers  such 
as  multistate  manufacturers. 

But  in  order  to  get  the  retail  cus- 
tomer, Enron  needs  a  brand  name, 
not  an  inexpensive  item.  Gerald 
Schwinn,  an  energy  analyst  at  Wash- 
ington, D.C.'s  Hagler  Bailly  Con- 
sulting firm,  pegs  the  advertising  and 
public  relations  cost  of  establishing  a 
national  brand  name  at  upwards  of 
$100  million.  Enron  spent  $400,000 
for  corporate-image  ads  in  six  key 
markets  on  this  year's  Super  Bowl 
telecast  alone. 

The  payoff  If  Enron  is  able  to  get 
just  10%  of  the  retail  power  market. 


that  could  amount  to  some  $20  bil- 
lion in  sales,  more  than  doubling 
Enron's  size. 

Enron's  pending  $2.8  billion  pur- 
chase of  Oregon's  Portland  General 
electric  utility  will  help  it  sell  to  Cali- 
fornia when  that  huge  electricity 
market  starts  opening  in  January. 
"We  intend  to  be  a  survivor,"  says 
Enron  President  Jeffrey  Skilling. 

Other  people's  wires 

Charles  Watson,  the  chairman  of 
Houston -based  NGC  Corp.,  has  built 
his  natural  gas  marketing  company 
on  partnerships.  Last  year  Chevron 
Corp.  merged  its  gas 
marketing  units  into 
NGC  in  return  for  a  ^ 
26%  common  equity  \ 
stake.  The  move 
made  NGC  Corp.  the 
U.S.'  largest  gas  mar- 
keter and  doubled  its 
revenues,  to  $7.3  bil- 
lion in  1996. 

Now  for  the  electric- 
ity business.  In  Febru- 
ary Watson  agreed  to 
pay  $1.3  billion  for 
Dow  Chemical's  Destec 
electric  power  unit;  he 
plans  to  sell  all  Destec's 


assets  except  19  strategically  located 
U.S.  generating  plants,  whose  value 
is  about  $400  million.  These  assets 
will  back  up  NGc's  sales  to  utilities, 
manufacturing  plants  and  other  big- 
volume  power  customers  around  the 
U.S.  NGC  already  ranks  fourth  among 
wholesale  power  marketers  (behind 
Enron,  Duke/Louis  Dreyfus  and 
LG&E  Energy). 

Like  Enron,  Watson  wants  to  reach 
shopkeepers  and  homeowners.  But 
his  tactic  is  to  go  through  the  pipes 
and  wires  of  local  gas  and  electric 
utility  partners,  with  whom  he'll  split 
the  proceeds.  "What  this  company  is 
good  at  is  the  physi- 
L  cal  movement  of 
[  energy,"  says  Watson. 
"We'll  supply  whole- 
sale energy  and  ser- 
vices. The  utility  will 
supply  access  to  the 
retail  customer,  do 
the  billing  and  sell 
other  services,  like 
home  security  and 
branded  credit  cards." 

Watson  plans  to  cut 
deals  with  utilities  in  at 
least  six  regions  around 
the  country,  which  are 
to   be   completed  by 


Cheaper  to  partner 
than  buy:  NGC 
plans  to  cut  deals 
with  at  least  six 
utilities. 


Wall  Street 
Southwest 

Houston  has  always  been 
the  capital  of  tlie  oil  and 
gas  industry,  and  well 
populated  with  talented 
entrepreneurs.  So  it's  not 
surprising  that  Houston  is 
now  the  capital  of  electric- 
ity marketing  as  well. 

Two  of  this  new  indus- 
try's biggest  players,  NGC 
Corp.  and  El  Paso  Energy, 
recently  made  downtown 
Houston  their  home. 
About  a  half-dozen  com- 
panies now  operate  large 
energy-trading  operations 
there.  Koch  Industiies  has 
a  new  500,000-square- 
foot  Houston  office  for 
trading  and  other  opera- 


tions. Altra  Energy,  a  joint 
venture  between  Tulsa's 
Williams  Cos.  and 
Houston's  PanEnergy, 
operates  an  electronic 
trading  system  for  natural 
gas,  liquid  fijels  and,  soon, 
electricity  from  its  new 
downtown  headquarters. 

A  telling  sign:  Last  year 
Enron  Corp.  added  the 
price  of  electricity  to  a 
digital  display  it  keeps  in 
its  downtown  lobby. 

Texaco's  Houston- 
based  energy  marketing 
group  has  swelled  to  more 
than  100  employees,  from 
5  several  years  ago.  Terry 
Hudgens,  president  of 
Texaco's  Nortli  American 
natural  gas  and  power 
business,  figures  his  oper- 
ation has  spent  about  $25 


miUion  on  new  computer 
technology  over  the  last 
four  years. 

The  traders  deal  in 
energy  futures  and  some 
very  sophisticated  prod- 
ucts, like  "spark  spreads," 
financial  derivatives  that  in 
essence  convert  a  future 
quantity  of  natural  gas 
into  its  Btu  equivalent  in 
electricity.  Brokers  moni- 
tor things  like  "fish 
flows" — more  salmon  in 
the  streams  in,  say, 
Washington  State  can 
mean  less  hydroelectric 
power  can  be  produced, 
because  water  is  diverted 
from  the  turbines  to 
enable  the  fish  to  migrate 
downstream  more  easily. 
That  can  affect  both  elec- 
tricit)^  prices  and  demand 


for  natural  gas. 

Subscribing  to  the 
Weather  Channel  isn't 
enough.  Enron  has  two 
meteorologists  on  staff 

While  Houston's  down- 
town real  estate  vacancy 
rate  remains  high  at  21%, 
the  days  of  the  so-called 
see-through  buildings  are 
gone.  Last  year  18  bidders 
vied  for  Houston's  Allen 
Center  complex,  which 
was  put  up  for  sale  by 
Metropolitan  Life 
Insurance.  The  winning 
bid— $280  million,  or  $90 
a  square  foot — was  made 
by  Toronto's  TrizecHahn, 
which  is  now  bumping  up 
rents  and  cutting  commis- 
sions to  real  estate  brokers 
for  renewals. 

-Christopher  Palmeri  ■ 
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the  end  of  this  year. 


Home  court 
advantage 

Cahfornia  consumes 
more  natural  gas  and 
electricity  than  any  state 
but  Texas,  and  it's  also 
home  to  one  of  the 
fastest-moving  energy 
deregulation  plans  in 
the  country.  What 
better  place  to  hone 
competitive  skills  for  a 
free  energy  market? 

That's  the  idea 
behind  the  planned  ^^^^ 
merger  of  Pacific  Enter- 
prises,  a  southern  Cali- 
fornia gas  utility,  and  Enova  Corp., 
parent  of  San  Diego  Gas  &  Electric. 
Combined,  they'll  have  6  million  cus- 
tomers and  about  $4  billion  in  annual 
sales.  Pacific  President  Richard 
Farman  will  be  chief  executive  after 
the  merger,  which  awaits  California 
regulatory  approval. 


What  better  place 
than  California  to 
hone  competitive 
skills  for  a  free 
energy  market? 


Says  Farman:  "In  any 
restructuring,  there  are 
advantages  for  those 
who  are  first.  We  can 
establish  customer  rela- 
tionships, gain  experi- 
ence with 
those  cus- 
tomers and 
establish 
brand 
equity." 
Example: 
Enova  now 
supplies  gas 
to  400  Jack- 
in-the-Box 
restaurants 
throughout 


the  state  of  California. 

Soon  the  company  will 
be  able  to  add  electricity. 
When  the  other  nine 
Western  states  Farman  is 
targeting  open  their 
energy  industries,  he  will 
be  ready  to  expand  to 


Peabody  Coal  is 
selling  services 
to  help  utilities 
rather  than 
trying  to  grab 
their  customers. 


Jack-in-the-Boxes  in  those  states. 

The  utility's  friend 

Coal  from  $2.2  billion  (sales) 
Peabody  Holding  Co.,  the  U.S.' 
largest  coal  producer,  fuels  150  gen- 
erating plants  and  pro- 
duces a  full  9%  of  the 
U.S.'  yearly  electricity 
supply.  So  it's  natural  for 
Peabody  Chief  Executive 
Irl  Engelhardt  to  extend 
his  product  line  and  sell 
to  the  utilities  price  hedg- 
ing, contract  restructur- 
ing and  other  services 
they'll  need  in  a  riskier, 
more  demanding  electric- 
ity market. 

Peabody's  advantage: 
Competing  electricity 
traders  like  Enron,  LG&E 
Energy  and  Koch  Indus- 
tries are  trying  to  sell 
those  services  to  utilities 
at  the  same  time  that 
they're  trying  to  steal  the 


We    helped    build    nTA  S  A  '  S 


Nortel = Networks 


new  spacecraft 


coin  munications  network 


And    yes,    it  is 


rocket  science 


Now,  with  their  Nortel  communicatio 
software  and  hardware,  NASA  can  quickly" 
and  reliably  transmit  information  from 
I  hundreds  of  millions  of  miles  out  in  space. 
And  that  makes  us  pretty  confident  we  can 
help  your  business  communicate  quickly  and 
reliably  right  here  on  Earth.  i-8oo-4  NORTEL. 
www.nortel.com/networks. 
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WE'RE  ALL  OF  THE  ABOVE. 


Not  surprisingly,  people  often 
confuse  Tyco  Internationa)  with 
that  other  Tyco,  the  fine  maker  of 
children's  toys.  We're  the  Tyco  that 
enjoys  leadership  positions  in  each 
of  its  four  business  segments.  We're 
the  Tyco  that's  increased  its  mari<et 
capitalization  from  $400  million  to 
over  $8  billion  in  just  over  a  decade, 


that  has  a  compounded  Income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500  -  —  a  better  record 
than  seven  of  Fortune*  magcizine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  F,  Exeter,  NH  03833. 


international  ltd. 


Disposable  and  Specia 
Fire  and  Safety  Services  G 
Electrical  and 


utilities'  customers.  "We 
want  to  work  with  our 
customers,  not  tight 
'em,"  Engelhardt 
declares. 

In  March  Peabody's 
parent,  the  Energy 
Group,  agreed  to  buy 
one  of  the  U.S.'  biggest 
independent  electricity 
marketers,  Boston- 
based  Citizens  Lehman 
Power. 

Suppose  a  Florida 
utility  now  buys  Ken- 
tucky coal.  Hauling  it 
south  by  barge  accounts 
for  30%  of  the  total  cost 
of  the  coal.  The  Citi-  ^^^^ 
zens  unit  can  lease 
unused  generators  near 
the  mine,  run  the  coal  through 
those  turbines  and  then  ship  the 
electricity  to  the  Florida  utility 
through  rented  space  on  electric 
transmission  lines. 

This  "coal  by  wire"  arrangement 


Who  has  better 
brand  names — and 
consumer  billing 
systems— than  GE 
andATfifcT? 


can  cut  the  utility's  coal 
cost  by  at  least  20%,  says 
Engelhardt.  Peabody  is 
owned  by  $6  billion 
(revenues)  Energy 
Group,  which  is  also 
active  in  the  United 
Kingdom's  deregulated 
electricity  industry  (see 
box,  p.  118). 


The  stealth  players 

The  biggest  winners  in 
a  deregulated  energy 
business     may  have 
nothing   to   do  with 
energy — now.  After  all, 
who  has  a  better  brand 
name — and  the  con- 
sumer billing  systems  to 
go  with  it — than  Gen- 
eral Electric?  Or  what  if  AT&T 
decides  to  add  energy  to  its  tele- 
phone operations? 

Both  of  these  outfits,  along  with 
Fidelity  Investments,  American 
Express,  Citicorp  and  other  compa- 


nies that  know  something  about 
providing  customer  service,  are 
rumored  to  be  at  least  considering  a 
plunge  into  the  deregulated  energy 
business.  None  will  comment  on 
their  plans. 

The  big  oil  companies,  too,  have 
brand  names,  billing  systems  and  cap- 
ital. "Exxon  and  Shell  are  so  big,  they 
have  the  luxury  of  waiting  to  see  how 
the  market  works  out,  and  then 
jumping  in,"  notes  a  top  electric 
industry  investment  banker,  Morgan 
Stanley's  Jeffrey  Holzschuh. 

Reports  Amoco  Vice  President 
Randall  Couch:  "We're  already  retail- 
ing natural  gas  to  steel,  paper  and 
other  industrial  customers,  and 
they're  asking  us  to  provide  electric 
power.  We're  in  the  throes  of  serious 
discussions  as  to  what  our  electricity 
strategy  will  be." 

Enron  Corp.  President  Jeffrey 
Skilling  sums  up  the  future  of  the 
electricity  business  when  he  says:  "It's 
going  to  be  an  absolute  competitive 
battlefield."  H 
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O  r    are   V  O  U 


roductive? 


0 


If  your  company  's  computers  are  connected 
through  a  Nortel  communications  net- 
work, you'll  be  able  to  share  voices  daja, 
and  video  information  faster  than 
You'll  be  more  efficient,  more  productive, 
and  very  likely  more  profitable.  Any 
questionzzz?  Nortel.  Communications 
networks  for  the  world.  i-8oo-4  NORTEL. 
www.nortel.com/networks. 
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Duane  Ackerman  can't  keep  competitors  off 
BellSouth's  lucrative  turf— but  he  can  make  them 
sweat  for  every  customer  they  take. 


Focused 


By  John  BL  Hayes 

"There's  going  to  be  a  battle  in  our 
region,"  says  BellSouth's  new  chief 
executive,  F.  Duane  Ackerman.  "Our 
goal  is  to  add  more  revenue  than 
we're  going  to  lose." 

Everyone — long  distance  compa- 
nies, wireless  carriers,  cable  TV  opera- 
tors, other  Bell  companies— wants  to 
grab  a  piece  of  the  regional  phone 
companies'  $100-billion-a-year  busi- 
ness. For  Ackerman  the  batde  begins 
later  this  year.  That's  when  AT&T  and 
other  long  distance  companies  shouki 
begin  selling  local  telephone  ser\ice  to 
their  customers  in  BellSouth's 
region — 52  million  people  in  nine 
southern  states  stretching  from  Ken- 
tucky to  Florida. 

Ackerman  knows  he'll  lose  some 
business — probably  20%,  or  some  $2.6 
billion  in  local  network  revenues — to 
the  new  competitors.  But  as  he  wins 
some  of  their  long  distance  business, 
he  also  expects  BellSouth  to  emerge  a 
bigger,  more  profitable  company,  as  it 
already  has  in  the  first  phases  of  tele- 
phone deregulation.  BellSouth  added 
1  million  new  telephone  lines  in  1996, 
an  industry  record.  Last  year  operating 
profits  grew  9%  to  $4.8  billion,  on  a 
6%  increase  in  revenue  to  $19  billion. 
Only  the  merger  of  Nynex  and  Bell 
Atiantic  (combined  revenues,  $26  bil- 
lion) will  produce  a  significantiy  larger 
regional  phone  company. 

"Part  of  our  success  is  just  luck," 
says  C.  Sidney  Boren^  senior  vice  pres- 
ident of  corporate  planning.  "We're 
lucky  enough  to  be  located  in  this  part 
of  the  country  It's  growing  fast  and  is 
projected  to  keep  growing  for  a  long 
time  into  the  future." 

But  BellSouth  makes  a  lot  of  its 
luck.  Some  of  its  top  executives  had  to 
apply  for  their  very  first  passports 
when  Ackerman's  predecessor,  John 
Clendenin,  began  pushing  the  Atianta- 
based  company  overseas  in  1985.  The 


countries,  generating  $1.2  billion  in 
revenues  where  there  were  none  five 
years  ago. 

BellSouth  did  luck  out  on  the  reg- 
ulatory side.  Early  on.  Southern  util- 
ity commissioners  didn't  see  any 
urgency  in  letting  BellSouth  switch 
from  rate  of  return  to  price  regula- 
tion, a  necessary  prerequisite  to 
preparing  for  local  competition.  But 
in  1995,  after  buying  two  Atlanta 


BellSouth's  new  chief  executive,  Duane  Ackerman 
As  telephone  war  clouds  gather,  Ackerman  says:  "Brand  is  the  big  issue. 


timing  was  right  on.  BellSouth  got 
into  Ai-gentina's  cellular  business  on 
the  cheap,  before  the  government 
began  charging  for  cellular  licenses.  It 
was  invited  into  Israel,  where  cellular 
demand  is  so  high  that  one  prospec- 
tive customer  threatened  to  blow  him- 
self up  with  a  hand  grenade  if  he  had 
to  wait  in  line  any  longer.  "We  moved 
him  to  the  head  of  the  fine,"  laughs 
Earle  Mauldin,  cliief  executive  officer 
of  BellSouth  Enterprises. 

Last  year  the  company  served  1 .2 
million  customers  in  15  foreign 


cable  outfits,  US  West  loudly 
announced  that  it  would  use  them  to 
sell  local  phone  service.  Almost 
overnight  BellSouth's  regulators 
scrapped  the  old  rate-of-return  regu- 
latory apparatus. 

"That  [US  West]  press  release  was 
the  biggest  favor  anyone  could  have 
done  for  BellSouth,"  says  William 
Vogel,  Montgomery  Securities' 
telecommunications  analyst.  Now, 
when  BellSouth  cuts  costs  by  $1,  it 
gets  to  keep  the  whole  dollar. 

The  son  of  a  citrus-canning  plant 


124 


Forbes  ■  May  19,  1997 


worker,  Ackerman,  54,  grew  up  in 
Plant  City,  Fla.  and  went  to  work  for 
tlie  old  AT&T  33  years  ago.  He  got 
BellSouth's  top  job  in  January,  a 
reward  for  having  smoothly  merged 
AT&T's  old  South  Central  Bell  and 
Southern  Bell  companies  into  a  single 
operating  unit. 

But  this  Bell  lifer  is  also  a  shrewd 
strategist.  The  key  to  the  future,  Ack- 
erman says,  is  concentrating  on  Bell- 
South's original  nine-state  region. 
"We  are  very  focused  on  sticking  with 
communications  and  doing  it  where 
our  brand  and  channels  are  the 
strongest,"  he  says. 

Rather  than  follow  some  of  its  Bell 
siblings  into  businesses  they  knew 
nothing  about — computer  retailing  in 
Nynex's  case,  real  estate  in  Bell 
Atlantic's — BellSouth  channeled  its 
extra  capital  and  managerial  energy 
into  its  local  networks  and  its  cellular 
telephone  business.  To  the  home  turf 
cellular  licenses  it  was  given  when  the 
old  Bell  system  was  dismembered  in 
1984,  BellSouth  added  franchises  in 


Texas,  Wisconsin,  California  and 
Hawaii,  then  carefully  swapped 
licenses  for  better  coverage  of  its  own 
region.  Today  its  domestic  cellular 
business  covers  3.6  million  cus- 
tomers. Last  year  income  from  Bell- 
South's domestic  wireless  business 
grew  24%,  to  $363  million. 

What  to  do  with  the  paging  busi- 
nesses that  came  with  some  of  the 
cellular  acquisitions.!"  Here  BellSouth, 
which  didn't  want  to  be  in  this  fierce- 
ly competitive  part  of  telephony,  got 
really  lucky.  Last  year  MobileMedia 
made  an  unexpected  $930  million 
bid  for  BellSouth's  paging  licenses. 
BellSouth  booked  a  $344  million 
aftertax  gain  on  the  sale. 

As  other  telecommunications  com- 
panies invade  BellSouth's  turf,  they 
will  find  BellSouth  protected  by  a 
daunting  distribution  and  marketing 
infrastructure.  In  addition  to  tele- 
marketing, BellSouth  sells  wireless 
and  regular  phone  service  through 
250  company-owned  stores  and 
kiosks  set  up  in  stores  like  Radio 


Shack,  Circuit  City  and  Office  Depot. 
BellSouth  has  also  signed  up  more 
than  50,000  Internet  customers  and 
is  currendy  expanding  video  offerings 
through  its  coaxial  fiber  and  wireless 
cable  service. 

All  products  are  sold  under  the 
BellSouth  brand  and,  where  allowed, 
are  bundled  into  the  same  monthly 
bill.  Ackerman  should  begin  adding 
long  distance  to  the  package  this  year. 

"Brand  is  the  big  issue,"  says  Ack- 
erman. He  hopes  BellSouth's  reputa- 
tion for  reliability  and  customer  ser- 
vice will  protect  it  from  the  price  wars 
and  churning  that  are  sure  to  escalate. 
To  promote  BellSouth's  brand,  Ack- 
erman has  more  than  doubled  his  TV 
and  print  advertising  budget  over  two 
years,  to  $200  million. 

Another  element  of  BellSouth's 
defenses  is  a  competitive  cost  struc- 
ture. Ackerman  cut  6,000  back-office 
workers  last  year;  another  5,000  will 
go  this  year,  bringing  the  total  com- 
pany payroll  to  80,000.  By  the  end  of 
the  year  BellSouth  will  have  27 


Shaanxi.    Chin  a 


We  built 


a  network 


ut  of  thin  air 


The  first  digital  wireless  network  in  the 
region.  A  feat  that,  before  now  was  thought 
impossible  due  to  the  severe  demands  of 
climate,  terrain,  and  immense  population. 
From  Shaanxi,  to  Brussels,  to  New  York, 
we've  built  wireless  networks  all  over 
the  planet,  and  we  can  build  one  for  you. 
1-800-4  NORTEL,  www.  nortel.  com  /networks. 
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T.  Rowe  Price  International  Stock  Fund— performance  potential  plus  diversification. 

If  you  want  to  diversify  for  enhanced  return  potential  with  reduced  risk,  don't  overlook  inter- 
national equity  investing  with  T.  Rowe  Price.  By  providing  exposure  to  potentially  stronger- 
performing  foreign  markets,  international  stock  investments  can  help  increase  long-term  returns. 
And,  since  foreign  economies  tend  to  move  independently  of  each  other  and  the  U.S.,  diversifying 
internationally  can  actually  help  reduce  the  overall  volatility  of  a  domestic  portfolio. 

Our  International  Stock  Fund — one  of  the  oldest  and  largest  interna- 
tional no-load  mutual  funds — follows  a  prudent  strategy  of  investing 
in  the  stocks  of  established  companies  outside  the  United  States.  It 
has  proven  itself  over  a  period  of  up  and  down  markets,  in  times  of 
both  a  weak  and  a  strong  U.S.  dollar.  In  fact,  the  fund's  success  has 
placed  it  on  the  Forbes  Honor  Roll  for  the  seventh  consecutive 
year —  it's  the  only  international  fund  that  can  claim  this  distinction.* 

Benefit  from  our  expertise.  At  T.  Rowe  Price,  we've  been  4 
helping  people  invest  overseas  since  1979,  when  we  joined 
forces  with  Robert  Fleming  Holdings,  Ltd.,  one  of  the  world's 
oldest  and  most  successful  international  advisers.  Today, 
Rowe  Price-Fleming  serves  as  investment  adviser  to  our 
family  of  international  funds  and  manages  over  $29  billion 
in  foreign  stock  and  bond  assets.  In  fact,  we  are  the  largest 
manager  of  international  no-load  mutual  fund  assets.** 


Forbes 

Honor  Roll  Selection 

7  Years  Running 


Call  today  for  fund  information  and  a  free  planning 

guide.  For  information  on  any  of  our  international  stock 
funds,  simply  request  a  free  information  kit  today.  To  learn 
how  to  develop  and  execute  an  international  investment 
strategy  that's  appropriate  for  you,  also  request  our  free  guide. 
Diversifying  Overseas.  Of  course,  international  investing  has 
special  risks,  including  currency  fluctuation,  political  and 
economic  instability,  and  the  volatility  of  emerging  markets.  .^dlHHH^^^HHHHHHI 
As  with  any  stock  fund,  there  will  be  price  fluctuation.  $2,500  minimum  investment  ($1,000  for 
IRAs).  No  sales  charges. 


T.  Rowe  Price  Family  of 
Foreign  Equity  Funds 

•  Global  Stock  Fund 

•  International  Stock  Fund 

•  International  Discovery  Fund 

•  European  Stock  Fund 

•  Japan  Fund 

•  New  Asia  Fund 

•  Latin  America  Fund 

•  Emerging  Markets  Stock  Fund 


Call  24  hours  for  your  free 
international  planning  guide  and  prospectus 

1-800-541-6627 


www.  troweprice.  com 


Invest  With  Confidence 

T.RoweF^lce 


*As  cited  in  Forbes  magazine  (Mutual  Funds  issue)  dated  8/26/96.  The  honorees  are  chosen  annually;  candidates  must  be  open  to  new  investors  and  have  had  the  same 
management  for  at  least  5  years.  Sector  funds  are  excluded.  *  *Stralegic  Insight  Simfund  Past  performance  cannot  guarantee  future  results.  Read  the  prospectus  carefullv  befort 
mvesUng.  T.  Rowe  Price  Investment  Sersices,  Inc.,  Distributor.  isFii^d 


A  beautiful  relationship 


Telephone  employees  (thousands) 


Access  lines  (millions) 


Source:  BellSouth 


Because  computers  permeate  every  cell  of  their  businesses,  telephone 
companies  get  much  more  than  ever  from  a  worker's  time. 


employees  per  10,000  lines,  down 
from  64  employees  per  10,000  lines 
in  1984. 

But  note  this:  Ackerman  is  not  cut- 
ting wildly.  He  has  increased  cus- 
tomer service  employees:  BellSouth  is 
the  only  Bell  company  offering  24- 


hour  service  seven  days  a  week  for 
business  and  residential  customers. 

New  access  lines  and  sales  of  high 
margin  premium  services,  like  call 
waiting  and  caller  ID,  boosted  Bell- 
South's  network  revenues  an  impres- 
sive 6%  last  year,  while  operating 


expenses  grew  only  3%.  That  kind  of 
growth  in  demand  will  benefit  Bell- 
South regardless  of  who  signs  up  the 
customer,  since  new  competitors  are 
more  likely  to  buy  access  from  Bell- 
South than  to  build  their  own  local 
networks.  For  every  dollar  of  retail 
revenue  it  loses,  BellSouth  should 
pluck  up  to  85  cents  of  wholesale 
business  from  competitors. 

The  most  bothersome  snake  in  Bell- 
South's  grass  is  AT&T.  It  dominates  the 
long  distance  market  and  is  fiirther  bol- 
stered by  a  growing  cellular  presence 
and  a  muscular  brand  name.  According 
to  AT&T  surveys,  38%  of  its  customers 
mistakenly  think  AT&T  already  provides 
them  with  local  service. 

Ackerman  knows  he  can't  keep 
AT&T  or  any  of  his  other  competitors 
out  of  the  South.  But  he  can  make 
sure  that  when  they  arrive,  they 
won't  just  carpetbag  him.  Ackerman 
ratdes  his  saber:  "We're  building  our- 
selves to  a  position  where  we  will  be 
the  premier  communications  provider 
in  the  South."  H 


Seventy    million  people 
will    have  trOublC  connecting 

to  the  Internet  today. 

 Here's    hov^^   a  few 

million  WOn't. 


We  all  know  how  hard  it  is  to  connect  ^ 
to  the  Internet  these  days.  But  Nortel  has 
a  way  for  people  to  connect  faster  and 
more  reliably  than  ever  before.  It's  called 
Internet  Thruwayfand  it's  a  revolutionary 
solution  to  today's  increasingly  jammed 
Internet  connections.  With  it,  phone  com- 
panies are  able  to  alleviate  the  conges- 
tion normally  caused  by  Internet  traffic. 
And  that  means  you  can  get  connected, 
without  getting  annoyed.  i-8oo-4  NORTEL. 
www.nortel.com/networks. 
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Gary  Mead  has  spent  over  $500  million  to  protect 
and  enhance  La  Quinta  Inns'  brand  image. 
He  may  have  gotten  a  good  deal. 

Control  freak 


By  Jose  Aguayo 

ARRIVING  TO  RUN  San  Antoiiio,  Tex.- 
based  La  Quinta  Inns,  Inc.  in  1992, 
Gary  Mead  felt  that  too  many  of  its 
franchisees  were  offering  poor  service 
and  dragging  the  whole  chain  down. 
"When  a  customer  is  tired  and  he's 
been  traveling  and  he  arrives  at  a  dog 
property,  he  doesn't  care  whether  it  is 


The  Basses  told  him  to  go  ahead, 
and  over  the  next  three  years  Mead 
spent  $310  million  buying  out  the 
outsiders.  Today  La  Quinta  owns  all 
but  3  of  its  248  hotels;  when  Mead 
started,  it  owned  only  89  outright. 

Mead  then  spent  $70  million 
remodeling  the  properties  to  give 


La  Quinta's  room- 
on-wheels;  CEO 
Gary  Mead 
How  to  deal  with 
sloppy,  skinflint 
franchisees. 


company-owned  or  franchised,"  says 
Mead.  "He  gets  mad  at  whoever  has 
his  name  on  the  building." 

Mead  also  felt  that  the  properties, 
most  of  whose  32,000  rooms  are  in 
the  Southwest,  needed  sprucing  up. 
But  few  of  La  Quinta's  operating 
partners  wanted  to  contribute,  and 
Mead  was  damned  if  La  Quinta  was 
going  to  foot  the  entire  bill. 

How  to  enhance  the  La  Quinta 
brand  against  sloppy,  skinflint  fran- 
chisees and  operating  partners?  It's 
a  problem  often  faced  by  companies 
that  license  their  brand  names.  But 
few  chief  executives  enjoy  the  kind 
of  support  in  solving  the  problem 
that  Mead  got  from  La  Quinta's 
controlling  shareholders — Fort 
Worth's  wealthy  siblings  Sid  and 
Lee  Bass,  who  own  28%  of 
the  chain.  (Mead  himself  owns 
.inother  5%.) 

Mead  came  up  with  a  very  expen- 
sive proposition:  Buy  out  every  sin- 
gle one  of  La  Quinta's  franchisees 
and  partners.  Only  by  doing  so. 
Mead  argued,  could  he  get  the  con- 
trol necessary  to  build  a  base  of  cus- 
tomers loyal  to  the  La  Quinta  name. 


them  a  fresher,  more  modern  look, 
and  another  $200  million  to  refiar- 
bish  every  room — around  $6,000 
per  room.  The  spending  pushed  La 
Quinta  from  a  company  with  very 
little  debt  to  one  owing  $660  mil- 
lion— almost  double  its  equity. 

How  did  Mead  sell  it  to  the  broth- 
ers Bass?  "My  position,"  says  Mead, 
a  tall  and  courtly  Midwesterner  who 
had  left:  the  Motel  Six  chain  in  1 99 1, 
"was  that  if  you  could  achieve  con- 


sistent quality,  you  could  achieve  a 
meaningful  competitive  position." 

A  couple  of  weeks  ago  the  last 
room  was  finished,  allowing  Mead's 
strategy  to  be  tested  in  the  market- 
place. La  Quinta's  remodeled  rooms 
feature  bigger  and  brighter  bath- 
rooms as  well  as  modem  connections 
for  personal  computers — the  target 
customer  is  the  traveling  busi- 
nessperson  who  wants  a  decent  place 
to  stay  for  $55  to  $70  a  night. 

Mead  is  touting  La  Quinta's  new 
look  in  a  $9  million  television  cam- 
paign that  features  a  model  La 
Quinta  room  traveling  from  city  to 
city  on  the  back  of  an  I8-wheeler. 
The  ads  star  everyday  working  peo- 
ple touring  the  room-on-wheels, 
including,  by  chance,  this  reporter 
and  another  Forbes  employee. 

Mead  believes  he  will  recoup  the 
half-billion  he  spent  three  ways: 
higher  occupancy  rates,  higher  room 
prices  and  less  sharing  of  incremental 
revenues  with  outside  managers. 
Early  returns  are  promising.  La 
Quinta's  occupancy  rate  is  currently 
running  at  69%,  compared  with  65% 
when  Mead  began  his 

1  buy  back  program. 

2  Also  encouraging: 
S  A  La  Quinta  room 

with  a  king-size  bed 
near  Houston's 
Hobby  Airport 
recently  cost  $68  per 
night,  versus  $65  at  a 
nearby  Hampton  Inn 
and  $54  at  a  Comfort 
Inn.  Last  year  La 
Quinta  earned  a 
record  $72  million — 
89  cents  per  share — 
on  revenues  of  $443 
million.  Lodging  ana- 
lyst Harry  Venezia  of 
Raymond  James  & 
Associates,  Inc.  predicts  that  La 
Quinta's  earnings  will  hit  $1.40  per 
share  in  1998. 

This  year  La  Quinta  will  open  25 
new  hotels  featuring  a  mixture  of 
traditional  rooms  and  higher  margin 
$IOO-a-night  suites.  Several  will  be 
in  southeastern  and  western  states. 
Mead  believes  he  can  increase  La 
Quinta's  room  count  by  40%, 
to  nearly  45,000,  over  the  next 
four  years.  Hi 
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Whale 
bashing 


BY  RUSSELL  SEIT2 


Russell  Seitz  is  an 
affiliate  of  Tlie  John  M. 
Olin  Institute  for 
Strategic  Studies  at 
Harvard  University  in 
Cambridge,  Mass. 


We've  all  heard  that  as  a  species  we  take 
from  the  environment.  But  we  can  give  to  it, 
too — if  we're  allowed  the  chance. 

Example:  whales.  They  once  epitomized  the 
plight  of  the  world's  endangered  species.  But 
the  decline  of  cetacean  populations  that  fol- 
lowed in  the  wake  of  the  post-World  War  II 
whaling  boom  was  arrested  a  generation  ago. 
Today  the  numbers  of  all  but  a  few  species  of 
whales  are  burgeoning. 

This  can  be  a  problem.  As  their  numbers 
increase,  the  distance  between  whales  de- 
creases, the  distance  between  whales  and 
boats  decreases,  collisions  start  to  happen. 
Most  transatlantic  yacht  races  are  now  punc- 
tuated by  such  accidents.  So  far  this  decade  at 
least  a  score  of  vessels  have  been  sunk  or 
severely  damaged  by  hitting  whales.  Most  of 
these  incidents  have  been  bumps  in  the  night, 
but  a  few  have  reportedly  involved  ramming 
by  Moby  Dick  wannabes  responding  irately  to 
trespassing  racers. 

Even  more  distressed  than  yachtsmen  are 
Scandinavian  fishermen.  Minke  whales  weigh 
less  than  10  tons  or  so,  a  fraction  of  a  sperm 
or  blue  whale's  mass,  but  the  minkes  now 
number  in  the  hundreds  of  thousands.  They 
have  taken  over  an  ecological  niche,  muscling 
aside  cod  and  other  valuable  food  species. 
Since  the  North  Sea  was  already  heavily  fished 
by  humans,  the  prospect  of  a  million  tons  of 
hungry  whales  on  their  fishing  grounds  has 
the  Norwegians  visibly  upset. 

Greenpeace  and  other  environmental  orga- 
nizations have  been  quick  to  argue  that  such 

Wouldn't  that  be  good, 
keeping  carbon  dioxide 
out  of  the  atmosphere.^ 
Not  to  some  people. 

innovations  as  salmon  farming  and  other 
forms  of  mariculture  have  offset  the  small 
whales'  depredations.  But  anyone  who  has 
witnessed  pods  of  whales  in  sanctuary  areas 
like  tlie  Stellwagen  Bank,  off  Massachusetts, 
scarfing  down  mackerel  like  popcorn,  must 


concede  that  the  fishermen  have  cause  for 
concern. 

Whales  are  a  good  thing,  but  clearly  there 
are  limits  to  how  much  life  the  land  or  the  sea 
can  sustain.  What  determines  the  limits? 

Just  as  agricultural  productivity  is  depen- 
dent on  supplies  of  minerals  as  well  as  nitro- 
gen, so  the  biological  productivity  of  the 
oceans  relies  on  the  runoff  of  trace  elements 
from  the  land.  Where  the  seas  are  narrow 
and  islands  many,  ample  supplies  of  iron  are 
available,  and  the  plants  at  the  base  of  the 
marine  food  chain  flourish.  But  in  the  wide 
Pacific,  even  regions  well  supplied  with 
upwelling  nutrients  remain  almost  sterile  for 
lack  of  iron. 

Recently,  the  effect  of  adding  iron  to  these 
anemic  marine  deserts  has  been  dramatically 
demonstrated  by  large-scale  experiments  in 
midocean.  Dispersing  a  dingy  load  of  soluble 
iron  has  made  a  thousand  square  kilometers  of 
blue  water  blossom  green  for  weeks,  and 
added  millions  of  pounds  of  biomass  to  the 
food  chain. 

You  might  expect  from  the  environmental- 
ists a  hearty  cheer  for  the  discoverers  of  this 
marine  equivalent  of  reforestation.  With  more 
vegetation  in  the  sea  there  can  be  more  fish, 
the  lawfial  prey  of  fishermen  and  whales  alike. 

Instead,  proponents  of  iron  fertilization 
have  been  vilified  as  crazed  technocrats  and 
minions  of  the  smokestack  lobby,  hellbent  on 
making  the  world  safe  for  profligate  fossil  fliel 
consumption.  Convoluted  reasoning:  Fertiliz- 
ing the  parts  of  the  southern  ocean  most  defi- 
cient in  iron  could  also  put  the  brakes  on  the 
buildup  of  carbon  dioxide  in  the  earth's 
atmosphere,  since  photosynthesizing  algae 
convert  carbon  dioxide  at  the  air-sea  interface 
into  the  biomass  that  supports  the  food  chain, 
men  and  whales  included. 

Wouldn't  that  be  good,  keeping  carbon 
dioxide  out  of  the  atmosphere.^  Not  to  some 
people.  A  Union  of  Concerned  Scientists 
oceanographer  wrote  to  condemn  "the  Geri- 
tol  solution"  even  before  the  experiment — 
anything  that  makes  fossil  fuel  consumption 
more  feasible  must  be  bad^  even  if  it  helps 
support  the  return  of  the  great  whales. 

I  do  not  think  that  iron  fertilization  is  a 
panacea,  but  it  is  an  edifying  spectacle  to  see 
Greenpeace  hoist  by  its  own  petard  For  if  the 
growth  industry  of  saving  the  whales  pros- 
pers, so,  too,  must  the  last  whaler — at  75, 
Captain  Atneal  Oliverre  of  Bequia  is  still  prac- 
ticing the  harpooners'  trade  as  Melville  wit- 
nessed it  in  the  West  Indies.  Like  the  cap- 
tain's 40-foot  cetacean  quarry,  Greenpeace  is 
wisely  giving  Oliverre  and  his  five-oared 
whaleboat  a  very  wide  berth  indeed.  H 
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An  Emerging  Business  Solutions  Report  by 
Hemisphere  Inc. 

50%  growth  rate  this  year  resulting 

in  g  total  market  of  $4.7  billion  

overage  initial  corporate  investment 
million 

rage  return  on  investment  is  401% 
r  3  years 


TUKNtNg    DATA   INTO  DECISIONS 

written  by  Wendy  Marx 


Using  Technology  to  Change  the  Way 
Companies  Compete 

Although  we  live  in  the  age  of 
information,  one  of  its  paradoxes 
has  been  the  failure  to  turn  deluges 
of  data  into  useful  information. 
Fortunately,  a  remarkably|^|way 
of  storing  and  us'mG00KlffmtmvTi  as 
data  warehousing^  taming  the 
data  storm,  and  in  the  process, 
transforming        companies  large 
and  small  do  jRsiness. 

Called  the jEiQ*st  exciting  new 
technolo|^Birccess  story  since  the 
telepho^^^iata  warehousing  is 
rofoi^H^  changing  how 

Wnes  manage  their  businesses, 
turning  inefficient  product-centric 
or^Sbations  into  customer- 
focused,  fast-to-market 
powerhouses. 

What's  driving  companies  to 
embrace  data  warehousing  is  its 
potential  to  deliver  extraordinary 
returns.  The  best  evidence  of  this  is 
a  landmark  1996  International 
Data  Corporation  Study  of  62  data 
warehouse  implementations.  The 
companies  studied  reported 
phenomenal  average  returns  on 
investment  from  their  warehouses, 
with  ROIs  averaging  401%. 

Even  if  you  take  issue  with  the  size 
of  the  numbers,  it's  difficult  to 
dispute  their  overwhelming 
direction.  "The  results  are 
irrefutable,"  concludes  the  IDC  ROI 
report  "As  an  investment,  data 
warehouses  provide  organizations 
with  the  ability  to  deliver 
astronomical  benefits  and  flilfiU 
many  long-standing  promises  made 
by  technology." 

Or  as  Steven  Graham,  IDC  Canada 
vice  president  of  Software  Research 
and  director  of  the  ROI  study, 
explains,  "Data  warehousing  has 
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the  potential  to  significantly  affect 
the  way  that  a  company  conducts 
its  business  and  can  have  a  major 
impact  on  managing  business 
processes." 

You  Have  to  Work  at  It 

Of  course,  not  every  company  that 
has  built  a  data  warehouse  has 
achieved  stellar  returns  or  can  brag 
about  its  success  —  often  because  it 
violated  some  cardinal  rules 
(See  "Quick  Tips  for  Planning  and 
Budgeting"  on  page  6).  As  James 
Moore,  an  analyst  at  Alex.  Brown  & 
Sons  Inc.  who  specializes  in  the 
software  industry,  says,  "Data 
warehousing  is  not  a  packaged 
piece  of  software  but  a  process.  It 
demands  a  high  level  of 
commitment" 

Kevin  Strange,  research  director  of 
Gartner  Group,  cautions  that  data 
warehousing  cannot  be  done 
without  "proper  planning, 
commitment,  leadership  and 
resources."  Successflil 
implementations  require 
consideration  of  "long-term 
needs  and  strategic 
requirements." 

Banking  on  Technology 

Today,  declining  costs  of 
computing  power  and 
technological  advances  are  enabling 
companies  large  and  small  to  build 
a  data  warehouse  or  a  data  mart,  a 
smaller,  singlesubject  data 
warehouse.  Overall,  the  U.S. 
market  for  data  warehousing 
software,  hardware  and  services  is 
expected  to  continue  to  soar, 
growing  from  $2.8  billion  in  1996 
to  $8  bilhon  in  1998  -  a  40% 
annual  compound  growth  rate, 
according  to  First  Albany 
Corp./Meta  Group. 


Don  Peppers,  who  pioneered  the 
concept  of  one-to-one  marketing, 
and  who  has  coauthored  with 
Martha  Rogers  several  books  on 
relationship  marketing,  refers  to 
data  warehouses  as  "relationship 
management  centers."  For  Peppers, 
succeeding  at  relationship 
marketing  means  having 
"comprehensive  knowledge  of  every 
aspect  of  a  customer's  relationship 
with  the  company." 

That  thinking  is  why  major 
technohjgy  investment  firms  are 
betting  on  the  concept  As  Moore 
notes,  "Data  warehousing  is  one  of 
the  fastest-growing  areas  in 
software.  A  data  warehouse  gives 
companies  the  information  they 
need  to  make  better  and  faster 
strategic  decisions." 

Roger  Trinchero,  president  and 
COO  of  Sutter  Home  Winery,  one 
of  the  country's  largest  wineries, 

illustrates  the  point  Using 
multidimensional  data 
warehousing 
analytical  tools  from 
Cognos  Corporation, 
Sutter  Home  Winery 
can  instantiy  get  the 
information  it 
needs 
information  that 
previously  took  hundreds  of  hours 
to  obtain.  "I  don't  know  how  we 
ever  got  by  without  it,"  says 
Trinchero.  "This  gives  us  an  entire 
picture  of  our  business.  I  can  see 
how  every  varietal  of  every  size  and 
product  is  doing  in  the  county.  I 
can  see  how  each  market  is  doing 
right  down  to  the  individual 
distributor." 

Unfortunately,  information  in 
many  organizations  has  been 
locked  in  isolated  data  islands  — 
inaccessible  to  the  people  who  need 
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CHECKLIST 

FOR  ACHIEVING  A  HIGH  ROI 

Serving  Size:  1  checklist 
Serving  Per  Section:  varied 

Companies  ttiat  do  data  warehousing  right 
stand  to  reap  huge  rewards.  A  1 996 
International  Data  Corporation  study  found 
four  key  requirennents  for  achieving  a  high- 
data  warehousing  ROI.  

Understand  the  organizational  imperative 
driving  the  need  for  a  data  warehouse. 

Says  Steven  Graham,  IDC  Canada  vice 
president  of  Software  Research:  "Organizations 
that  focus  on  such  issues  as  "more  accurate 
information"  or  more  timely  information  are 
heading  for  disaster  unless  each  has  an  impact 
on  the  critical  success  factors  of  the 
organization." 

Understand  the  cost  issues. 

"Companies  should  rely  on  the  input  and  advice 
of  the  IS  staff."  says  Graham,  "to  help  manage 
and  control  the  data  waretiouse  project  costs." 

Understand  the  source  of  the  benefits. 

IDC  found  that  50%  of  a  warehouse's  benefits 
comes  from  using  the  warehouse  to  make 
better  decisions,  rather  than  simply  automating 
business  processes. 

Find  other  similar  data  warehouse 
implementations  and  learn  from  their 
experience. 

FOR  AN  INTERVIEW  WITH  STEVEN 
GRAHAM,  THE  DIRECTOR  OF  THE  IDC 
ROI  STUDY,  PLEASE  VISIT  OUR  WEB 
SITE,  wvm.hemnet.com 


it  most  The  data  warehouse  cuts 
through  this  massive  "information 
botdeneck,"  with  a  platform  that 
adjusts  to  accommodate  ever- 
growing quantities  of  data. 

According  to  Bill  Imnon,  who 
coined  the  term  "data  warehousing" 
15  years  ago,  along  with  naming  the 
Internet,  "data  warehousing  is  one 
of  the  most  revolutionary  changes 
in  information  technology  in  the 
1990s-."  (For  an  interview  with  Imnon, 
visit  our  Web  site,  www.hemneLcom.) 

Key  Decision:  Single-Subject  or 
Multi-Subject  Warehouse 

For  corporations  building  a  data 
warehouse,  one  of  the  first 
decisions  is  whether  to  build  a 
singlesubject  or  a  multi-subject 


warehouse.  While  there's  no 
simple  answer,  many  companies  are 
finding  that  single-subject 
warehouses  —  often  called  data 
marts  —  which  tackle  specific 
issues,  such  as  products  or 
employees,  are  a  good  place  to  start 

Yet  data  marts  need  to  be 
approached  judiciously.  In  some 
ways,  they've  been  hyped  so  much, 
companies  mistakenly  think  they 
are  plug-and-piay.  Gartner  Group's 
Strange  warns,  "The  idea  of 
implementing  data  marts  may 
seem  attractive  as  a  data  warehouse 
alternative,  but  enterprises  need  to 
avoid  believing  myths  and 
approach  data  marts  with  much  of 
the  same  planning  as  they  would  a 
data  v/arehouse." 

Done  right,  however,  data  marts 
can  be  an  attractive  alternative  to  an 
enterprise-wide  warehouse.  This  is 
reflected  in  data  marts'  startling 
fast  growth  projection.  While  data 
warehouses  are  growing  between 
40%  and  50%  a  year,  according  to 
Moore,  data  marts  are  growing 
more  than  60%. 

Data  Warehouse  to  Go 

A  problem  of  data  marts  has  been 
that  most  have  not  been  open  or 
easily  scaled.  However,  a  new 
type  of  data  warehouse  called 
prefabricated  data  warehousing 
gets  around  those  problems  by 
combining  the  ROI  advantages  of  a 
singlesubject  warehouse  with  the 
openness  and  scaling  ability  of  a 
data  warehouse. 

One  company  that's  pioneering 
prefabricated  warehouses  is  Data 
General  Corporation.  Partnering 
with  Oracle  Corporation  and 
software  solutions  company  QAD, 
Data  General  is  creating  a 
warehouse  tailored  for  QAD's 
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manufacturing  customers. 

"What  we  do  is  prebuild  data 
warehouses  so  each  company 
doesn't  have  to  reinvent  the  wheel," 
explains  Sue  Sweeney  Data 
General  vice  president  of  strategic 
alliances.  "We  take  a  lot  of  the 
uncertainty  out  of  the  process  of 
building  a  warehouse  and  take 
away  the  risk  of  cost  overruns  and 
the  worry  of  whether  the 
warehouse  will  work  and  be 
usable."  The  bottom  hne,  according 
to  Sweeney:  "If  we  prebuild  it,  you 
have  guaranteed  results." 

Prefabricated  warehouses  also 
provide  immediate  cost-  and  time- 
saving  benefits,  specifically: 

•  A  five  to  ten  times  reduction  in 
the  typical  $1  million  to  $1.6 
million  initial  cost  to  build  a  data 
warehouse. 

•  A  six-fold  or  greater  reduction  in 
the  time  to  build  a  data 
warehouse. 

Equally  important,  prefabricated 
warehouses  are  expected  to  quickly 
recoup  their  investment  cost  A 
1996  International  Data 
Corporation  study  showed  that 
subject-specific  warehouses  pay 
back  faster  than  multi-subject 


Facts 

THE  ROI  DIFFERENCE: 
SINGLE-SUBJECT  VS. 
MULTI-SUBJECT  WAREHOUSES 

Serving  Size:  study  results 
Serving  Per  Section:  varied 


Multi-subject 

Single-subject 

Average  ROI 

321% 

532% 

Median  ROI 

147  % 

332% 

Average  Payback 

2.7  years 

1 .57  years 

Median  Paybacl< 

1 ,91  years 

0.94  years 

SOURCE:  INTERNATIONAL  DATA 
CORPORATION.  PLEASE  VISIT  OUR 
WEB  SITE,  www.hemnet.com. 
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warehouses  (See  charl  on  page  .3j, 
With  Data  General's  warehouse, 
"not  only  is  it  subject-specific  but 
preconstructed,"  says  Henry  Morris, 
IDC's  director  of  data  warehousing 
and  applications.  "It  ought  to 
accelerate  the  payback  time  even 
further." 

The  Data  General  QAD  Enterprise 
Warehouse  gets  to  the  heart  of 
what  makes  data  warehousing 
effective:  It  focuses  on  solving 
business  problems.  The  QAD 
warehouse  solves  the  issue  of 
product  profitability,  making  it  easy 
for  companies  to  make  decisions 
that  will  improve  product 
profitability. 

Michael  C.  Crowley,  vice  president 
and  CIO  of  frozen  foods 
manufacturer  Rich  Products 
Corporation,  a  major  QAD 
customer,  says  it  takes  at  least  20 
hours  to  do  a  plant  or 
product  profitability 
analysis.  But 
Crowley  says,  with  a 
manufacturing  data 
warehouse,  analysis  that 
had  taken  20  hours  will  now 
take  20  seconds  or  less.  "If  you  find 
the  cost  of  producing  product  X  at 
plant  Z  went  up  10%,"  says 
Crowley,  "and  you  can  see  how  you 
can  change  your  structure  to  lower 
your  costs,  that's  where  the  real 
savings  come  in.  One  good 
decision  in  that  arena  could  save 
you  millions." 

The  New  Generation  of  Data  Marts 

Previously,  building  a  data  mart, 
while  faster  than  building  a  data 
warehouse,  meant  integrating 
solutions  from  different  vendors. 

Today  that's  changed  with  Oracle 
Coip.'s  recent  introduction  of  the 
first  total  solution  for  data  marts. 


"Oracle  has  automated  and 
simplified  the  task,"  says  Steve  " 
Hendrick,  IDC  program  director. 
"You  should  be  able  to  get  to  market 
faster  and  the  development  cycle 
should  potentially  cost  less." 

Hendrick's  assessment  "This  should 
bring  the  concept  of  a  data 
warehouse  to  a  much  broader 
audience.  It  will  help  IT  managers 
better  rationalize  the  construction 
of  data  marts  and  data  warehouses." 

Oracle's  suite  of  data  mart  products 
contains  everything  a  company 
needs  to  quickly  and  easily 
implement  and  benefit  from  a  data 
mart  —  from  data  extraction  to 
querying  tools  to  reporting 
capabilities.  As  an  added  benefit,  it 
includes  a  high-performance, 
adjustable  database,  a  World  Wide 
Web  server  for  intranet  access  and 
an  optional  sales  and  marketing 
apphcation  to  track  sales  and 
marketing  performance  and 
customer  profitability. 

^  ^  ^  Osco  Enterprise  Inc., 

a  major  mid  western 
car  wash  equipment 
supplier,  implemented 
Oracle's  data  mart  suite  only  a  few 
months  ago  and  is  already 
profiting. 

"For  the  first  time  we  can  easily 
determine  if  we  can  afford  to  make 
front-end  discounts  on  new 
equipment  purchases,"  says  Brain 
Wandersee,  Osco's  president  "Our 
data  mart  enables  us  to  quickly 
analyze  how  different  discounts 
will  affect  our  overall  profltabiUty." 

Since  implementing  the  Oracle 
data  mart  just  two  months  ago, 
says  Wandersee,  Osco  has  seen  a  5% 
spike  in  profitability  and  expects 
revenues  to  grow  by  15%  to  20% 
during  the  year. 


Fscts 

A  DATA  WAREHOUSING  PRIMER 

Serving  Size:  4  definitions 
Serving  Per  Section:  varied 

Data  Warehousing 

The  consolidation  and  storage  of  information 
organized  for  easy  access,  relevance  and 
comprefiensibility.  To  ensure  a  return  on 
investment,  \he  data  must  be  accessible  to 
managers  for  decision  making. 

Data  Marts 

A  single  subject  or  departmental  warehouse. 
Data  Mining 

A  way  ot  analyzing  data  for  trends  and 

relationships. 

Multidimensional  Data 

Data  organized  across  multiple  dimensions,  as 
opposed  to  the  two  dimensions  (horizontal  and 
vertical)  of  a  spreadsheet,  enabling  an  almost 
infinite  number  of  views  and  associations. 

SOURCE:  COGNOS  CORPORATION. 
FOR  MORE  INFORMATION,  VISIT  OUR 
WEB  SITE  www.hemnet.com 


Jagdish  Mirani,  Oracle's  senior 
marketing  manager  for  data 
warehousing,  emphasizes  that 
Oracle's  suite  of  data  mart  products 
was  designed  to  be  easily 
implemented  in  90  days  or  fewer. 
"A  business  doesn't  lose  its 
competitive  advantage  by  wasting 
valuable  time  in  the 
implementation  phase.  It  can 
quickly  put  our  data  mart  to  work," 

A  New  Model  of  Building  a  Warehouse 

If  a  data  warehouse  is  truly  to  have 
value,  it  can't  operate  in  an 
information  vacuum  but  must  be 
woven  into  the  everyday  fabric  of 
the  enterprise. 

To  help  reduce  the  complexities  of 
impleinenting  a  data  warehouse, 
SAP  has  recently  expanded  its 
innovative  R  3  enterprise  business 
software  with  a  complementary 
data  warehouse  solution  —  the  SAP 
Business  Information  Warehouse. 

The  new  data  warehouse  expands 
the  data  mart  capabihties  of  SAP's 
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QUICK  TIPS  FOR  PLANNING 

AND  BUDGETING 

FOR  A  DATA  WAREHOUSE 

Serving  Size:  4  quick  tips 
Serving  Per  Section:  varied 

In  tlie  rush  to  implement  a  data  warehouse, 
planning  and  budgeting  sometimes  get  short 
shrift.  Here's  a  quick  guide  that  should 
simplify  the  process  —  and  result  in  more 
successful  implementations. 

Get  outside  help. 

Although  this  increases  the  initial  cost,  it  can 
help  companies  significantly  reduce  the  time  to 
build  a  warehouse. 

Use  business-area  analysts. 

Organizations  that  have  successfully 
implemented  a  data  warehouse  have  both  a 
business-area  analyst  and  an  IS  person  as  co- 
project  leaders. 

Start  small. 

Data  warehouse  experts  advise  companies  to 
start  small,  building  a  one-  or  two-subject  data 
warehouse  first  before  extending  the  warehouse 
to  additional  subjects. 

Plan  a  five-year  budget. 

SOURCE:  GARTNER  GROUP. 

FOR  MORE  INFORMATION,  VISIT  OUR 

WEB  SITE,  www.hemnet.com. 


Pv  3,  allowing  businesses  to  go 
beyond  departmental  analysis  to 
reengineer  business  processes. 

What  distinguishes  the  SAP 
virarehouse  from  third-party  data 
warehousing  systems  is  its 
tight  integration  with  R/  3. 
"One  of  our  strengths  is 
that  we  imderstand  the 
underlying  business 
processes  and  have 
prefabricated  business 
models  in  place  to  support 
them,"  says  Heike  Steck,  SAP 
product  marketing  manager.  SAFs 
knowledge  translates  into  a 
significant  reduction  in  the  time  to 
build  a  warehouse,  according  to 
Steck  —  easily  shaving  off  a  third  of 
the  time. 

SAFs  Business  Information 
warehouse  also  solves  the  problem 
of  linking  a  warehouse  with  day-to- 
day business  requirements.  Because 


of  its  close  integration  with  R  3, 
SAFs  warehouse  is  populated  with 
information  models  for  all  business 
management  areas  from  finance  to 
production  to  marketing  and  sales. 

For  SAP  customers  like  Bay 
Networks,  a  $2  billion  Internet- 
working company,  SAFs  data 
warehouse  will  provide  a  "much 
improved  integrated  picture  of  its 
business,"  along  with  the  latest 
transaction  information. 

Clean,  Reliable  Data  Is  Key 

The  winners  in  data  warehousing 
are  companies  that  gain  access  to 
reUable  information  they  can  use. 
That's  more  difficult  than  it  sounds. 
A  problem  is  that  the  source  of  the 
information  —  raw  data  —  is  often, 
to  speak  plainly,  a  mess.  Much  of  it 
resides  in  legacy  systems.  Vital 
information  is  accumulated  and 
locked  by  various  departments  in 
their  own  private  silos.  Much  of  the 
data  may  be  redundant,  inaccurate 
or  stored  in  incompatible  formats. 

Although  maintaining  accurate 
data  is  vital  to  the  success  of  a  data 
warehouse,  it  doesn't 
^■^^^  —         always  get  the 
attention  it 
deserves.  As 
Kevin  Strange 
of  Gartner 
Group  notes, 
"Data  quality  is 
overlooked  as 
part  of  most  data  warehouse 
implementation  projects." 

Dun  &  Bradstreet: 
Focusing  on  Information 

At  Danka  Omnifax,  a  $100  miUion 
division  of  office  equipment 
distributor  Danka  Industries,  it's 
been  a  struggle  to  get  usable  and 
timely  marketing  reports  from  its 


operations  system.  The  challenge: 
"Getting  accurate  data  that  wasn't 
redundant  and  receiving  it  without 
waiting  weeks,"  says  Paul  F. 
Mazzapica,  Danka  Industries 
director  of  North  American 
Teleservices. 

The  company  turned  to  Dun  & 
Bradstreet  Information  Services,  the 
world's  largest  provider  of  business 
information,  whose  D&B "  Market 
Spectrum™  data  warehouse 
product  helps  businesses  convert 
massive  quantities  of  data  from 
many  different  sources  into  useful, 
reliable  information. 

Norman  Rich,  D&B  vice  president 
and  general  manager  of  Database 
Marketing  Services,  considers 
D&B's  approach  "transformational." 

"The  flindamental  problem  in  data 
warehousing  is  not  so  much  the 
technology,  but  getting  the  data 
right  We  transform  the  data, 
cleaning  it  up  and  aggregating  it  so 
it's  timely,  accurate  and  complete." 

D&B  doesn't  simply  do  a  one-time 
data  cleanup,  but  provides  a 
turnkey  solution  continually 
matching  a  company's  records 
against  D&B's  44  million  U.S.  and 
international  company  records. 
Adds  Steve  Horne,  assistant  vice 
president,  D&B:  "We  spend 
hvindreds  of  miUions  of  dollars  a 
year  to  keep  our  databases  clean." 

For  Lee  Schulz,  marketing  manager 
of  Hewlett-Packard  Co.'s  Computer 
Systems  Organization,  D&B's 
Market  Spectnun  is  the  secret 
weapon  behind  a  substantial 
increase  in  new  business 
opportunities. 

"We've  been  able  to  better  conduct 
precision  marketing  campaigns  and 


Oracle  OLAP: 
Warehouse  Ready,  Web  Enabled. 


On-Line  Analytical  Processing  (OLAP)  allows  you  to  get  real  business  benefit  out  of  your  data  warehouse.  Oracle's 
OLAP  servers,  database  tools  and  applications  offer  the  most  comprehensive  capabilities  of  any  vendor.  And  with  our 
most  recent  release,  all  these  capabilities  can  now  be  deployed  on  the  Web. 


Warehouse  Ready 


Relational  OLAP — direct  analysis 
of  relational  data 

Scalable  OLAP:  mobile,  to  mart, 
to  warehouse 

Object-oriented  tools 

Packaged  OLAP  applications 

Broad  third-party  support 


Web  Enabled 


Web  viewing:  drill,  pivot,  rotate 

All  analytic  capabilities 
available  on  the  Web; 
forecasting,  modeling,  etc. 

Supports  any  Web  browser, 
any  Web  server 

Applications  can  be  built  using 
any  Web  authoring  tool 


Introducing  the  next  generation  of  OLAP  technology  from  Oracle. 


Orjt  Ic 

Ex{ir^-ss  Se  rver  6.0 


Oracle 

Express  Objects  J.O 


Orac  if  Finantiai 
and  Sales  Analyzer 

For  Windows  IVT 


Oracle  Express  Server  6.0®  combines  a  powerful  multi-dimensional  cache  with 
direct  access  to  any  relational  database,  eliminating  the  trade-off  between  analytical 
power  and  relational  data  access. 

Oracle  Express  Objects  2.0  allows  you  to  build  OLAP  applications  for  any  user, 
running  in  any  environment — client/server,  Web  and  stand-alone  desktop. 

Oracle  Financial  and  Sales  Analyzer®  are  packaged  OLAP  applications  for  finan- 
cial and  sales  management. 

For  the  leader  in  OLAP  solutions,  call  Oracle  today  at  1-800-633-1058,  ext.  11545,  or 
find  us  on  the  Web  at  http://www.oracle.com/olap 


ORACLG 

Enabling  the  Information  Age  ^ 


©1997  Oracle  Corporation.  All  rights  reserved.  Oracle.  Oracle  Express  Server  6,0,  Oracle  Express  Objects  2,0,  and  Oracle  Einancial  and  Sales  Analyzer  are  re^^istered  trademarks, 
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reduce  marketing  waste  by 
narrowly  defining  our  target 
market,"  Schulz  says.  "Before,  it 
took  you  weeks  to  put  together  a 
good  territory  analysis.  You'd 
spend  thousands  of  dollars  and 
weeks  of  time  and  effort  to 
develop  a  good  sales  plan.  O 
Now  you  can  do  it  in  a  day." 


For  Danka  Omnifax,  , 
Market  Spectrum  has   (  | 
made  the  difference 
between  average  and 
stellar  results.  Last  year  the 
company's  fax  supply  revenues 
(toner,  drums  and  other 
consumable  fax  supplies)  grew  28% 
—  in  largest  measure  attributable  to 
Market  Spectrum. 


Mining  for  Dollars 

As  information  management 
moves  to  the  center  of  a  company's 
strategic  mission,  getting  the  most 
value  from  a  data  warehouse 
becomes  an  increasingly 
important  business 
imperative. 
Ultimately,  the 
"worth"  of  a  data 
warehouse  lies  in 
the  quality  of  the 
decisions  it  fosters. 

Yet,  very  few  organizations  today 
have  the  trained  personnel  to 
perform  advanced  statistical 
analysis  to  take  advantage  of  the 
strategic  value  housed  in  the  data 
warehouse. 


Fortunately,  automated  mformation 
analysis  tools,  known  as  data 
mining  and  multidimensional 
analysis  {See  "JJiree  Insights  for 
Improving  Your  Data  Warehousing 
Bottom  Line"  on  page  10)  are  being 
incorporated  into  data  warehouse 
architectures,  getting  information 
into  the  hands  of  the  people  who 
need  it  the  most  -  the  decision 
makers. 

"What's  moving  data  mining  to  the 
forefront  of  data  warehousing  is  the 
development  of  technologies,  such 
as  fast  processors,  inexpensive  data 
storage  devices  and  automated 
discovery  tools,  that  make  it 
possible  to  ask  questions  using 
much  more  data  that  was  ever 


Do  you  really  know 
who  your  customers  are? 


Companies  the  world  over  are  in 
constant  need  of  reliable  information  that 
allows  them  to  quickly  answer  three  vital 
questions:  "Who  are  my  customers?" 
"How  much  business  do  I  do  with  them?" 
and  "What  other  new  prospects  look  like 
my  best  customers  and  can  offer  the 
greatest  opportunities?"  Inaccurate 
answers  can  lead  to  marketing  disoster. 

That's  why  more  and  more  compa- 
nies are  turning  to  Dun  &  Bradstreet.  We 
help  businesses  integrate  massive  quanti- 
ties of  data  from  many  different  sources 
and  convert  it  into  useful,  reliable  information. 

D&B  maintains  the  largest  business  database  in  the 
world  with  information  on  over  44  million  businesses.  By 
combining  and  cleansing  your  customer  data  with  D&B 
information  and  using  the  D&B'  Market  Spectrum'"  data- 
base marketing  application,  you  can  tap  into  your  com- 
pany's most  valuable  asset,  relioble  information  about 


your  customers  and  the 
marketplace  you  serve. 

The  result  is  that  you  can 
quickly  target  and  evaluate 
your  real  customers  and 
prospects  to  put  together 
marketing  plans  that  payoff 
in  oven/whelming  success. 

To  learn  more  about 
D&B  Market  Spectrum,  call  a 
D&B  Representative  today  at 
1-800-350-3867  ext.  7900. 


D&B  Market  Spectrum  —  it's 
how  you  put  your  money  where 
your  customers  are. 


Dun  &  Bradstreet 


©  1997  Dun  &  Brodstreel.  Inc 


Get  a 
solution. 


SAP 


lecekrated...  With  R/3  and  AcceleratedSAP,  your  Year  2000  problem  can  be  history  in  a  matter  of  months. 

SAP  client/server  software  is,  and  has  always  been,  fully  Year  2000  compliant.  And  the 
"Twfc.Tit'j/v.™—..  AcceleratedSAP  method  has  been  proven  to  deliver  the  fastest  implementation  possible.  In 
fact,  customers  that  have  used  it  have  gone  live  under  budget  and  in  under  six  months.  Now,  they're  finding  out 
what  nearly  7,{)0()  other  companies  already  know  —  that  there's  nothing  like  R/3  to  get  a  better  return  on 
information  and  the  maximum  return  on  investment.  With  less  than  1,000  days  until  the  Year  2000,  there's  no 
better  time  for  you  to  find  that  out  than  right  now.  For  more  information,  visit  our  Year  2000  information  center  at 
www.sap.com/y2000.To  get  information  on  AcceleratedSAP  or  Year  2000,  call  1 -800-283-1  SAl^. 


All  SAP  references  herein  arc  the  registered  or  unregistered  trademarks  of  SAP  AG.  ©1997  SAP  America.  Inc. 


A  Better  Return  On  hilornialion^ 


ADVERTISEMENT  10 


Facts 

THREE  INSIGHTS  FOR 
IMPROVING  YOUR  DATA 
WAREHOUSING  BOHOM  LINE 

Serving  Size:  set  of  three  insights 
Serving  Per  Section:  varied  

The  underlying  promise  of  data  waretiousing 
is  thiat  companies  can  gain  strategic  cost 
advantage  and  increase  profits  without 
turning  an  organization  upside-down. 
Cognos" ,  a  leader  in  business  intelligence 
software  and  the  creator  of  the  award- 
winning  tools  PowerPlay  and  Impromptu", 
offers  the  following  guidelines  for  fulfilling  the 
promise  of  the  data  warehouse: 

Insight  #1 :  The  "Information  Sweet  Spot" 
contains  the  most  useful  information  for 
corporate  decision  makers. 

By  locusing  analysis  on  tliese  sweet  spots, 
companies  can  drive  up  prodLiction,  reduce 
costs  and  improve  profitability  quickly 

Insight  #2:  Managers  think 
muttidimensionally. 

To  understand  a  business,  two-^dimensional 
rows  and  columns  of  information  aren't  enougli 
Ttie  key  is  understanding  th§  interactions  among 
multiple  variables,  such  as  Customers,  products 
and  salespeople. 

But  looking  at  multiple  combinations  of  variables 
can  be  mind-boggling.  Tlie  solution:  Make  it 
easy  to  ciuickly  navigate  data  and  grapliically 
!  »r:  ;":it  information  the  way  people  think  — 

mi  liinensionally 

Insight  #3:  Managers  can  master 
Information  faster  and  at  a  fraction  of 
traditional  warehouse  costs. 

Business  intelligence  tools,  like  PowerPlay  from 
Cognos,  transform  sweet  spots  of  information 
into  a  multidimensional  format  for  fast 
consumption  by  managers.  The  advantage: 
Companies  can  drastically  reduce  the  enonnous 
cost  of  working  witfi  information. 

FOR  MORE  INFORMATION  ON  HOW 
MULTIDIMENSIONAL  TOOLS  SUCH  AS 
POWERPLAY  CAN  IMPROVE  THE  BOHOM 
LINE,  PLEASE  VISIT  OUR  WEB  SITE, 
www.hemnetcom. 


dreamed  of  ju.st  a  few  years  ago," 
says  Jay-Louise  Weldon,  director  of 
the  Data  Warehouse  Practice  for 
the  North  Region  of  MCI 
Systemhouse. 

The  market  for  data  mining  tools 
and  services,  currently  estimated  at 
$300  million,  is  expected  to  reach 
$800  milhon  by  the  end  of  the 
decade,  according  to  the  Meta 
Group. 

To  understand  how  data  mining 
works,  think  of  a  detective 


prowling  through  mountains  of 
evidence  connecting  seemingly 
random  events.  Data  mining  tools, 
like  a  detective,  comb  through 
volumes  of  records,  making 
connections  and  finding  patterns. 
Value  comes  from  converting  these 
discoveries  to  actions  that  improve 
the  business. 

Morgan  Stanley,  the  New  York 
investment  banking  firm,  sees  data 
mining  as  a  cost-effective  way  to 
gain  insight  about  customer 
behavior,  motivation  and 
profitability.  "Data  mining  gives 
you  a  30,000-foot  view  of  your 
business.  This  perspective  enables 
you  to  identify  important  trends 
that  aren't  always  obvious  from 
'street  level,' "  says  Jim  Litde,  a 
principal  with  the  Private  Client 
Services  Division  of  Morgan 
Stanley.  Results  from  data  mining 
are  sent  via  the  Internet  to 
managers  around  the  world  and 
can  be  customized  for  their  region. 

"The  actions  we've  taken  as  a  result 
of  data  mining  have  helped  us 
manage  our  sales  force  and  client 
base  more  effectively,  which  in 
turn  has  led  to  enhanced  profits  for 
our  division,"  explains  Litde.  "This 
impact  is  shown  by  standard 
measures,  such  as  improved  trade 
volume  and  fees  charged  to 
customers,  as  well  as  by  less 
quantifiable  effects  such  as  an 
improved  understanding 
of  customer  preferences, 
customer  loyalty  and 
risk  management" 

For  companies  just 
getting  started  in  data 
mining,  a  good  way  to 
begin  is  to  turn  to  an 
industry  expert  like  MCI 
Systemhouse,  a  wholly 
owned  subsidiary  of 


MCI,  and  a  leading  system 
integrator  and  data  warehouse 
consultant    Systemhouse  offers  a 
collaborative,  business-focused  data 
mining  service  that  provides  a  low- 
risk  way  to  test  the  value  of  data 
mining  before  bringing  the  process 
in-house. 

With  the  Systemhouse  approach, 
the  mining  effort  begins  with  a 
'brainstorming'  workshop  to 
define  the  business  goals  and 
objectives. 

Data  warehouse  expertise  is  then 
applied  to  extract  and  refine  the 
data  to  be  mined  from  existing 
data  stores.  The  mining  process 
itself,  led  by  an  experienced  data 
mining  expert  and  using  a  variety 
of  mining  techniques  and  off-the- 
shelf  tools,  can  be  executed  in- 
house  or  at  one  of  Systemhouse's 
Data  Warehouse  laboratories. 
Results  are  reviewed  and  discussed 
at  wrap-up  workshops  to  set  action 
plans  in  motion  or  kick  off  another 
iteration  of  the  process  with  new 
or  refined  objectives. 

Explains  Weldon,  "through  our 
services  you  can  quickly  test  where 
you  can  'mine'  for  the  data  that 
will  give  you  the  greatest 
competitive  edge." 

Leveraging  the  Internet 

As  the  Internet  is  to 

communication  and 
commerce,  data 
warehousing  is  to 
information.  Combine 
the  power  of  the  two 
and  you  have  a 
winning  combination 
that  easily  and  cost- 
effectively  extends  the  reach 
of  a  warehouse.  Using  a 
standard  Web  browser  to 
front-end  a  warehouse,  the 


Before  trusting  your 
data    on    a  network... 


mission-critical 


take    a    critical    look    at    the  network. 


Time  was,  when  networking  was  reLativeLy  simple.  But  that  was  before  the  Internet,  intranets  and 
now,  extranets.  Now  everything's  getting  harder  to  implement,  more  complex,  and  definitely  riskier.  Which 
can  be  worrisome  when  you  have  to  trust  your  mission-critical  business  processes  to  a  network. 

That's  why  you  should  consider  us.  Because,  although  we're  known  as  a  communications  company, 
we're  also  very  much  a  supplier  of  information  technology,  with  MCI  Systemhouse'"  recognized  by  industry 
analysts  as  a  leader  in  client/server  computing.  To  the  point.  Data  Communications  magazine  just  voted 
our  end-to-end  systems  support  one  of  their  "Hot  Products"  for  1997.  And  because  we  create  networks 
using  proven  architectural  modules,  their  functionality  and  reliability  are  never  in  doubt. 

To  find  out  even  more  about  MCI  networking  solutions,  visit  www.mci.com  or  call  1-800-368-6547. 
We're  ready  for  the  most  critical  scrutiny. 


" '  1997  MCI  Telecommunicalions  Corporation 

All  fights  reserved  Is  this  a  great  lime,  or  what?  is  a  service  mark  of  MCI 


Is  this  a  great  time,  or  what? 


MCI 
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Facts 

EVALUATING  A  WEB  HOSTING 
PROVIDER 

Serving  Size:  TCG  Surfnet  guidelines 
Serving  Per  Section:  varied 

SiiOLild  you  choose  an  outside  vendor: 

Insist  on  robust  security. 

This  should  include  an  SSL  security  structure 
and  encryption.  

Choose  a  host  with  sufficient  bandwidth. 

Uptime  availability  should  be  no  less  than  99.5%. 

Ensure  the  system  is  redundant. 

In  addition  to  having  a  backup  power  generator, 
the  network  operations  center  and  server  forms 
should  be  duplicated  at  another  site.  

Determine  the  experience  level. 

Ensure  the  host  service  has  experience 
managing  high-tratfic  sites. 

Ensure  the  additional  services  and  tools 
you  may  need  are  offered. 

You  I'nay  need  network  management,  database 
interfaces  and  other  advanced  services  and 
tools.  

Insist  on  direct  connection  to  the 
Internet. 

Otherwise  users  may  not  get  reliable  access  to 
youi  Web  site  due  to  bandwidth  constraints 


FOR  MORE  INFORMATION,  PLEASE  VISIT 
OUR  WEB  SITE,  www.hemnet.com 


Web-hosting  services  for  major 
corporations  through  TCG 
Surfnet,  offers  guideUnes  for 
evaluating  a  Web  hosting 
provider.  (See  box  on  this  page.) 

Storing  the  Future 

A  data  warehouse  is  only  as  good 
as  its  ability  to  deliver  the  right 
information  at  the  right  time  to 
the  right  people. 

Unfortunately, 
that's  not  as  easy 
as  it  sounds.  The 
ability  to  collect, 
store  and 
analyze  vast 
quantities  of  data 
from  multiple 

sources  —  can  be  its  undoing  if  the 
infrastructure  is  not  equipped  to 
properly  store,  manage,  protect 
and  deliver  vast  amounts  of  data 
when  requested. 

WTiat's  required  are  storage 
solutions  that  provide  the 
performance,  availability  and 
scalability  to  centrally  manage 
information  from  different  CPUs 
on  a  single  system. 

More  and  more  organizations 
are  discovering  that  EMC 
Corporation,  based  in  Hopkinton, 
Mass.,  has  the  data-centric 
solutions  they  require.  It's  also 
the  reason  that  major  database 
vendors  Oracle,  Informix  and 
Sybase  are  partnering  with  EMC 
to  link  EMC's  storage  systems 
with  their  respective  databases. 


To  select  the  proper  storage 
system,  EMC  offers  the  following 
questions: 

•  Does  the  system  have  the 
flexibility  to  connect  multiple 
concurrent  servers  to  a  single 
storage  system? 

•  Does  it  provide  around-the-clock 
availability  365  days  a  year? 

How  redundant  is  the 
«    system?  Is  there  ftxU 
battery  backup  and 
automatic 
I  159  I      I    diagnostics  and 
■  maintenance? 

•  Can  you  grow 
from  gigabytes  to 
terabytes  of  data 
without  having  to  replace  your 
storage  system? 

Long  before  organizations, 
software  developers  and  hardware 
vendors  rallied  around  data 
warehousing,  business  people  paid 
homage  to  data.  Ironically, 
however,  as  companies  have  grown 
more  technologically  sophisticated, 
the  business  landscape  has  become 
cluttered  with  constant  streams  of 
overwhelming  information  — 
that's  not  making  managers  any 
smarter.  Data  warehousing's 
promise  —  and  astounding  success 
—  is  to  close  the  gap  between 
information  and  action,  placing 
customers  and  their  preferences  at 
the  center  of  the  organization,  and 
once  again  empowering  companies 
with  information.  ❖ 


Web  easily  and  cheaply  opens  the 
warehouse  to  far  more  users  — 
both  within  the  organization  and 
throughout  the  supply  chain. 

Providing  Internet  access  to  a  data 
warehouse  is  not  without  risks,  of 
course,  including  security  and 
performance  concerns. 

One  solution  is  to  draw  on  the 
years  of  experience  of  a  reliable 
Web-hosting  service. 

Should  you  choose  an  outside 
vendor  to  manage  your  Web- 
enabled  data  warehouse,  you  want 
to  be  sure  you  are  meeting  all  your 
current  —  as  well  as  anticipated  — 
computing  needs.  Teleport 
Communications  Group,  one  of 
the  country's  leading  competitive 
local  telecommunications 
providers,  which  provides 


With  EMC,  companies  simplify 
storage  management  and  improve 
the  performance  of  their  data 
warehouse.  Choose  the  wrong 
storage  system  and  you  could  be 
saddled  with  major  costs. 


Hemisphere  Inc. 

Designed  and  Produced 


Phone:  908/764.5000 
Fax:  908/764.0255 


VISIT  OUR  WEB  SITE,  www.hemneLcom 


Consolidating  information  for 
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Phil  Orion,  Director 
I  'j  Centralized  Operations, 
Entergy  Corporation 


Not  Without 

EMC  Enterprise 
Storage 
ney  Won't. 


business  results  is  nothing  more 
than  wishful  thinking  without 
EMC  Enterprise  Storage.™  With 
EMC  at  the  center  of  the  IT 
enterprise,  business  leaders 
now  have  the  tools  they  need 
to  leverage  all  of  their  informa- 
tion into  a  powerful  competitive 
advantage.  Finally,  vast  amounts 
of  information  can  be  managed, 
stored,  protected,  and  rapidly 
shared  simultaneously  across 
all  platforms  -  mainframe,  open 
systems,  NT,  AS/400,  you  name 
it.  EMC  Enterprise  Storage.  Eor 
companies  that  want  to  grow 
as  quickly  as  their  information. 
To  learn  more,  visit  our  Web 
site  at  www.emc.com,  or  call 
1-800-424-EMC2,  ext.  238. 


EMC' 

The  Enterprise  Storage  Company 


EMC  is  a  registered  trademark,  and  EMC  Enterprise  Storage  and  The  Enterprise  Storage  Company  are  trademarks  of  EMC  Corporation.  ©1997  EMC  Corporation  Ail  rights  reserved. 
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please  hold. 


CAN  YOU  IMAGINE  HOW  YOU'D  BE  TREATED 
IF  YOU  WEREN'T  A  VALUED  CUSTOMER? 


Don't  watt  for  your  local  phone 
company  to  change.  change  your 


LOCAL    PHONE    COMPANY    TO  TCG. 


If  the  growth  of  your  business  has  been 
put  on  hold  by  an  unresponsive,  bureaucratic  local 
phone  company,  say  hello  to  TCG.  We're  the  other 
local  phone  company,  the  responsive  one — 
the  country's  largest  competitive  local  exchange 
company,  serving  57*  major  markets  nationwide. 
What  makes  TCG  different?  At  TCG,  we  bring  a 


refreshing  customer-first  attitude  to  servicing  your 
business.  As  a  TCG  customer,  your  calls  are 
handled  by  a  live  person  who  knows  how  to  help. 
We  can  also  design  a  telecommunications  solution 
that's  tailored  to  your  business,  whether  you  need 
local  telephone  service  or  advanced  data  service 
applications.  And  you'll  find  TCG  can  do  it  all  at 
extremely  competitive  rates.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG, 
or  visit  our  web-site  at  www.tcg.com. 


©iP"?  Tekport  Communications  Group  Inc. 


Supply-side 
politics 


BY  THOMAS  SOWELL 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


During  the  long  years  when  Keynesian 
economics  reigned  supreme,  economists 
tended  to  try  to  explain  the  ups  and  downs  of 
the  economy  almost  entirely  by  what  was  hap- 
pening to  demand.  Supply  appeared  to  be  just 
a  passive  response  to  whatever  demand  did. 
That  of  course  set  the  stage  for  "supply-side 
economics,"  which  emphasized  the  incentives 
to  those  who  supplied  output  and  jobs. 

If  Keynesian  economics  stressed  the  sup- 
posed benefits  of  having  government  manipu- 
late aggregate  demand,  supply-side  economics 
stressed  what  the  marketplace  could  accom- 
plish, once  it  was  freed  from  government  con- 
trols and  taxes. 

In  too  many  other  areas  of  our  national  life, 
we  are  still  emphasizing  the  demand  side, 
almost  to  the  complete  exclusion  of  the  supply 
side.  For  example,  political  explanations  of  the 
kinds  of  policies  followed  by  government  typi- 
cally focus  on  what  the  voters  or  the  orga- 
nized special  interests  want — the  demand  side. 
Litde  or  no  attention  is  paid  to  the  supply 
side — that  is,  to  the  kinds  of  people  who 
choose  politics  as  a  career  and  the  kinds  of 
policies  such  people  are  likely  to  prefer. 

A  few  years  ago,  Alan  Ehrenhalt's  The 
United  States  of  Ambition  pointed  out  that 
conservative  districts  are  often  represented  by 
liberal  congressmen,  simply  because  the 
supply  of  people  who  want  a  career  in  govern- 
ment is  weighted  toward  people  who  think  it 
is  important  for  government  to  play  a  large 
role  in  our  lives. 

In  other  words,  you  cannot  explain  the 
kinds  of  policies  that  come  out  of  Washington 
simply  by  the  electoral  or  financial  pressures 
on  politicians  inside  the  Beltway.  Some  of  it  is 
due  to  the  kinds  of  people  who  seek  careers 
within  the  Beltway.  The  same  reasoning 
would  apply  to  congressional  staffers  or  to  the 
kinds  of  people  attracted  toward  a  career  in 
the  federal  judiciary. 

Those  highly  skeptical  of  the  role  of  gov- 
ernment in  general  or  the  judiciary  in  particu- 
lar are  unlikely  to  have  the  same  fire  in  the 
belly  or  to  be  as  willing  to  sacrifice  their  fami- 
lies' financial  well-being  and  privacy  in  pursuit 
of  the  levers  of  power. 


Even  the  notable  exception  of  the  militant 
conservative  fi-eshmen  congressmen  elected  in 
1994  seems  in  some  ways  to  prove  the  rule. 
These  militant  fi-eshmen  have  pushed  for  term 
limits  and  some  have  not  even  bothered  to  buy 
homes  in  the  Washington  area.  Initially,  at  least, 
they  do  not  seem  to  be  coming  to  Washington 
to  settie  in,  like  their  liberal  counterparts. 

Much  the  same  failure  to  consider  the 
supply  side  badly  affects  our  understanding  of 
the  problems  of  the  American  public  school 
system.  Here  too,  many  observers  try  to 
explain  the  many  failed  policies  and  fads  of  the 
system  by  the  theories  of  education  gurus  or 
by  the  demands  of  society. 

Yet  it  is  hard  to  see  how  any  fiandamental 
improvement  in  our  public  schools  is  likely,  so 
long  as  those  schools  are  supplied  with  teach- 
ers and  administrators  like  the  ones  being 
turned  out  by  teachers'  colleges  and  depart- 
ments of  education.  Innumerable  studies  over 
the  years  have  shown  that  the  kinds  of  college 
students  who  seek  degrees  in  education  are 
among  the  least  qualified  academically. 

The  problem  is  not  simply  that  such  people 
are  unlikely  to  be  capable  of  teaching  the  kinds 
of  intellectual  rigor  that  they  themselves  do 
not  possess.  That  is  unlikely  even  to  be  high 
on  their  priority  list,  if  it  is  on  the  list  at  all. 

The  public  schools'  enormous  preoccupation 
with  maintaining  the  "self-esteem"  of  mediocre 

You  cannot  explain  the  policies 
that  come  out  of  Washington 
simply  by  the  electoral  or  financial 
pressures  on  politicians. 


and  sub-standard  students,  as  well  as  educators' 
hostility  to  any  form  of  ability-grouping,  are 
perfectly  understandable  when  these  educators 
are  themselves  representatives  of  mediocrity 
and  worse.  It  is  unrealistic  to  expect  such 
people  to  treasure  high-ability  students,  much 
less  to  know  how  to  develop  such  ability,  or  to 
prepare  or  guide  its  fijture  development. 

One  of  the  strongest  arguments  for  term 
limits  is  that  the  supply  of  people  who  want  a 
career  in  politics  is  different  from  the  supply 
of  people  willing  to  take  a  few  years  out  from 
their  regular  careers  to  perform  a  public  ser- 
vice. One  of  the  strongest  arguments  for 
school  choice  and  for  ending  tenure  is  that 
the  public  schools  need  competition  from  a 
different  supply  of  people  who  were  not  fil- 
tered through  education  courses  that  are  an 
abomination  to  anyone  with  a  first-rate  mind. 

Economics  is  not  the  only  field  where  we 
need  to  look  at  the  supply  side.  H 
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Bud  Paxson's  partner  elbowed  him  out  of 
Home  Shopping  Network,  but  you  can't 
keep  a  good  media  entrepreneur  down. 

Thanks,  pai'tner 


By  Peter  Spiegel 

In  1991  Roy  Speer  nudged  his  part- 
ner, Lowell  (Bud)  Paxson,  out  of 
Home  Shopping  Network,  the  TV 
shopping  channel  they  had  started  a 
few  years  earlier.  Turns  out  Speer  did 
Paxson  a  big  tavor. 

With  some  of  the  $  1 00  million  he 
got  for  his  HSN  stake,  Paxson  began 
buying  up  UHF  television  stations, 
mostly  low-power  jobs  that  hardly 
anyone  else  wanted.  The  idea  was  to 
make  the  stations  pay  for  themselves 
quickly  by  chopping  their  overheads. 
Once  in  command  of  a  station, 
Paxson  eviscerates  it.  Out  goes  the 
local  news  department,  out  go  Tl}e 
Brady  Bunch  reruns,  out  goes  the 
advertising  sales  staff. 

"We  bought  the  ABC  affiliate  in 
Akron,  which  had  100-some-odd 


employees,"  Paxson  boasts.  "The 
day  we  took  over  we  cut  it  to  12." 

In  come  the  infomercials.  The 
advertisers  produce  the  content, 
then  pay  Paxson  to  air  it.  Local  and 
regional  advertisers  buy  most  of  the 
time,  but  prime-time  hours  are 
reserved  for  "inTV,"  literally,  an 
infomercial  network,  where  national 
advertisers  buy  half-hour  spots  from 
Paxson  to  be  broadcast  across  the 
country. 

Most  of  Paxson  Communications 
Corp.'s  stations  have  annual  fixed 
costs  of  less  than  $1  million,  about 
what  it  costs  to  run  just  a  news 
department  at  a  traditional  station. 
At  the  first  12  stations  Paxson 
bought,  cash  How  (defined  as  earn- 
ings before  interest,  taxes,  deprecia- 


tion and  amortization)  margins 
reached  54%  for  the  fourth  quarter 
of  1996.  Usually  you've  got  to  be 
the  top  performing  network  affiliate 
in  a  market  to  post  such  margins. 

Paxson  Communications  now 
owns  46  UHF  stations,  including  out- 
lets in  19  of  the  nation's  top  20  mar- 
kets. (It  also  owns  43  radio  stations, 
almost  all  in  Florida.)  All  told, 
Paxson  can  reach  56%  of  the 
American  viewing  public.  He  wants 
to  hit  the  Federal  Communications 
Commission  limit  of  70%  by  the  end 
of  next  year.  (The  actual  government 
limit  is  35%,  but  UHF  stations  count 
as  only  half  a  market.)  He  is  current- 
ly in  talks  to  buy  New  York's  WBis 
from  Dow  Jones  and  ITT  for  around 
$250  million. 

Paxson  was  on  the  receiving  end 
of  a  huge  windfall  in  late  March, 
when  the  Supreme  Court  upheld  the 
federal  government's  "must-carry" 
rules.  These  require  all  cable  compa- 
nies to  show  any  and  all  local  broad- 
cast channels,  including  UHF  sta- 
tions' signals.  That  means  while 
cable  channels  like  Rupert 
Murdoch's  Fox  News  struggle  for 
space  on  cable  systems  (see  story,  p. 
48),  every  Paxson  station  must  be 
carried    by    its    market's  cable 


Resurgent  TV  mogul 
Bud  Paxson 
Programmers 
at  Hollywood 
studios,  the  big 
three  networks 
and  national 
syndicators  are 
all  knocking  at 
his  door. 
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While  Silicon  Valley  dominates  the  world 
of  high-tech  inventions,  the  engineers 
in  Silicon  Glen  are  pretty  clever,  too. 

Scottish  chips 


provider.  Paxson  Communications' 
stock  spurted  32%,  to  lO  a  share, 
on  the  news.  (Paxson  sold  22%  of 
the  company  to  public  investors  in 
March  1996.) 

Currendy  Paxson  stations  are  car- 
ried by  cable  networks  with  23.2  mil- 
lion subscribers;  that  number  will 
jump  to  40  million  once  must-carry 
is  enforced. 

With  so  much  reach,  Paxson 
Communications  is  in  a  strong  posi- 
tion to  be  a  cornerstone  in  a  new 
network.  "Bud  Paxson  delivers  a  lot 
of  eyeballs,"  says  Bishop  Cheen,  a 
television  analyst  with  First  Union 
Capital.  "Why  wouldn't  everybody 
want  to  talk  to  him.>" 

Last  month  Paxson  began  talks 
with  a  wide  range  of  programmers, 
including  national  syndicators,  the 
big  three  networks  and  Hollywood 
studios.  Viacom's  Paramount,  a  part- 
ner with  Chris- Craft's  BHC 
Communications  on  the  fledgling 

''We  bought  the  ABC 
affiliate  in  Akron,  which 
had  100  employees,"  Paxson 
boasts.  'The  day  we  took  it 
over,  we  cut  it  to  12." 

UPN  network,  DreamWorks  SKG  and 
Universal  are  interested.  "For  the 
first  time  in  history  we,  the  affiliates, 
want  to  own  a  piece  of  a  network," 
says  Paxson. 

What  might  it  look  like?  Paxson 
will  say  only  that  it  is  unlikely  to  be  a 
"general  purpose  network,"  like  Fox 
TV  or  the  new  fringe  networks  UPN 
and  WB. 

More  likely  it  will  be  a  niche  net- 
work, on  the  model  of  cable  stations 
like  ESPN  or  cnn,  broadcasting  seven 
days  a  week  during  prime  time  with 
infomercials  filling  out  the  other  20 
hours  of  the  day. 

"I  don't  categorize  myself  in 
any  way,  shape  or  form  as  a  pro- 
grammer," Paxson  says.  "My  televi- 
sion background  is  finding  uses 
for  television  other  than  regular 
programming." 

At  recent  prices  Bud  Paxson's  56% 
stake  in  his  company  was  worth  $320 
million.  Thank  you,  Roy  Speer.  Hi 


By  Richard  C.  Morals 

Hit  a  toy  store  these  days  and 
you'll  find  the  nifty  TycoVideoCam, 
a  drop-proof  video  camera  that  is 
tethered  to  the  TV  and  comes  with  a 
tripod.  Eight-year-old  Spielberg 
wannabes  push  an  "on"  button  and 
they're  off  producing  their  own 
home  videos,  complete  with  sound. 
Damage  to  the  parent?  Just  $79.99. 

At  the  heart  of  this  low-cost  toy  is 
a  radical  breakthrough  in  chip 
design.  Most  video  cameras  today 
run  on  microchips  that  convert  light 
into  electrical  energy,  which  is  then 
converted  into  a  video  image  by 
elaborate  circuitry.  The  new 
microchip  in  TycoVideoCam  shrinks 
the  circuitry  and  integrates  it  into 
the  chip  itself. 

The  new  design  means  we're  on 
the  verge  of  $99  videoconferencing 
cameras  bundled  with  our  PCs  and 
$300  high-quality  35mm-type  cam- 
eras that  allow  us  to  electronically 
edit  pictures  and  print  the  snaps  out 
ourselves.  Every  field  from 
exploratory  surgery  to  retail  bar- 
coding  will  use  low-cost  camera 
technology  like  that  in  the  Tyco  toy. 

Here's  the  surprise.  This  radical 
new  chip  design  didn't  take  place  in 
Silicon  Valley,  Calif,  but  in  Silicon 
Glen,  Scotland. 

Vision  Group  Pic. — situated  in  a 
tatty,  brown-carpeted  industrial  park 
in  Edinburgh — owns  the  patents  to 
the  new  technology.  Vision  just 
reported  its  first  $200,000  profit, 
on  $12  million  six -month  revenues 
ending  January  1997,  but  already 
this  London  Stock  Exchange-traded 
company  is  valued  at  $155  million. 
Analyst  Judith  MacKenzie  at  Bell 
Lawrie  in  Glasgow  estimates  1997 
and  1998  earnings  at  3  cents  a  share 
and  26  cents  a  share,  respectively; 
if  she's  right,  the  stock,  now  at 
$4.15  a  share,  is  trading  at  16 


times  1998  estimates. 

"Our  revenue  is  shaped  like  a 
hockey  stick,"  says  Vision  Group 
Pic's  cofounder,  Roy  Warrender, 
53.  "We're  right  at  the  base,  on  our 
way  up." 

Says  Christopher  Campbell,  senior 
vice  president  of  marketing  at  Mattel 
Inc.,  a  Vision  Group  customer: 
"When  you  think  of  a  hotbed  of 
technology,  you  don't  think  of  aca- 
demics from  Edinburgh.  But  that's 
what  they  are." 

Warrender's  partner,  43-year-old 
Peter  Denyer,  was  a  professor  of  elec- 
tronics at  the  University  of  Edinburgh 
when  he  made  his  chip  breakthrough 
in  the  late  1980s.  He  joined  forces 
with  Warrender,  then  a  restless 
Ferranri  executive,  and  together  they 
formed  Vision  Group  in  June  1990. 
They  bought  the  camera  chip's 
research  rights  fi"om  the  University  of 
Edinburgh  for  $325,000  and  a 
small  equit}'  stake  in  die  new  compajiy. 

Badly  undercapitalized,  Warrender 
and  Denyer  looked  for  corporate 
clients  to  fiand  development  of  prod- 
ucts built  around  Vision's  new  chip. 
In  1992,  for  example,  Donnelly 
Corp.,  the  Michigan-based  automo- 
tive supplier,  tapped  Vision  to  build 
a  mirror  with  a  pinhole  sensor  that 
could  determine  oncoming  glare 
and  dim  a  car's  headlights  automati- 
cally. Those  mirrors  are  currently 
being  tested  on  Michigan  highways. 

Believing  cars  of  the  future  will 
embody  lots  of  such  camera  sen- 
sors, in  1993  Donnelly  provided 
Vision  Group  with  $2  million  in 
debt  and  equity  financing; 
Donnelly's  25%  equity  holding  is 
now  worth  almost  $40  million. 
"The  automotive  industry  is  a  mar- 
ket for  the  day  after  tomorrow," 
says  Denyer.  "Between  2001  and 
2005  cameras  will  become  a  part 
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mthing  warms  the  heart  quite  like 


While  developing  new  ways  for  friends  and  loved  ones  to 
express  their  affection,  Hallmark  Cards  fell  in  love  with  the 
business  possibilities  they  discovered  on  the  Internet. 

Hallmark,  with  the  help  of  Giant  Step,  a  IVIicrosoft''  Site 
Builder  Network  member,  used  Microsoft  technology  to  build 
a  profitable  Web  site  that  customers  use  to  send  personalized 
cards  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
and  collectibles,  and  even  have  digital  reminders  sent  of  their 
important  events.  At  the  same  time,  Hallmark  is  able  to 
collect  valuable  Information  to  help  provide  their  customers 


Hallmark  is  one  of  many  companies  using  IVIicrosoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  loo 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 


Micmsalt 


Where itfo  yftu  want  to  go  today?®  www.microsoft.com/sitiebuilder/webadvant9ge/ 


Peter  Denyer  and 
Roy  Warrender, 
founders  of 
Scotland's 
Vision  Group 
Every  field 
from  exploratory 
surgery  to  retail 
bar-coding  will 
use  low-cost 
camera  technol- 
ogy based  on 
their  radical 
breakthrough 
in  chip  design. 


cif  [top-end]  cars,  percolating  down." 

Denyer  and  Warrender  raised  $7.2 
million  when  they  took  Vision  pub- 
lic in  1995.  The  capital  and  a  deluge 
of  interest  in  Vision's  chip  have 
allowed  them  to  strategically  choose 
projects.  Vision  showed  Forbes  a 
golf- bail-size  camera  atop  a  PC  that 
allows  the  user  to  videoconference  in 
color.  By  the  year  2000  sales  of  PCs 
will  reach  an  estimated  100  million  a 
year,  with  phone  and  video  confer- 
encing soon  coming  as  part  of  the 
PC's  bundled  package.  In  February 
Creative  Technolog\'  Ltd.  came  out 
with  a  $169  color  camera  with 
videophone  software,  based  on 
Vision's  technology.  Warrender  says 
their  newest-generation  chip  has  the 
potential  of  getting  the  PC  \ideo- 
phone's  cost  below  $100. 


"Below  $100,"  Warrender  smiles, 
"you  don't  have  to  ask  your  wife  for 
permission." 

Vision  develops  new  products  for 
customers  at  cost.  It  makes  its 
money  selling  its  chips,  which  are 
produced  by  subcontractors  in 
Taiwan  and  the  U.S.  While  other 
companies  are  also  rushing  to  reduce 
chip  circuitry — \nsi  Technology'  Inc. 
of  San  Jose  is  the  latest  to  make  an 
announcement  in  this  area — Vision's 
partners  claim  they're  ahead  of  the 
pack  in  ironing  out  manufacturing 
problems  in  mass-protiucing  the 
chips.  "If  we  can  sustain  that  lead  we 
have  nothing  to  fear,"  says  Denyer, 
"not  even  from  the  deepest  pockets 
in  the  world." 

That's  a  big  if.  Vision's  chip  pro- 
duction capacit\'  is  currently  over 


100,000  a  month;  it  is  projected  to 
hit  300,000  a  month  by  year-end, 
and  1  million  a  month  by  1998. 
Analyst  MacKenzie  says  the  next 
months  will  determine  whether 
Vision's  subcontractors  can  handle 
these  massive  jumps  in  volume. 

Vision's  success  has  had  one  bit- 
tersweet aspect  for  the  bearded 
Denyer.  He  recalls  that  as  the  buzz 
about  Vision's  new  chip  grew,  the 
company  fielded  10,000  inquiries 
in  1994  alone.  It  was  a  technolog- 
ical victory  for  the  Brits,  but  almost 
all  the  inquiries  about  applying  the 
technology  came  from  the  U.S. 
"There  is  a  real  hunger  in  the  U.S. 
for  innovation,"  says  Denyer,  wist- 
fully. "Americans  embrace  new 
technology.  Europeans  are  afraid 
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How  do  you  get  more 
customers  knocking  at  your 
door?  Have  them  delivered  by  FedEx.  With 
FedEx  VirtualOrder^  you  can  get  your  business 
up  and  growing  overnight. 

First  we'll  help  you  develop  an  electronic 
catalog  on  the  Internet  where 
potential  customers  everywhere  can 
find  you.  After  all,  it  is  the  World  Wide  Web. 
FedEx  VirtualOrder  will  also  help  you  update 
your  catalog  and  then  market  it  to  both  current 
and  potential  customers. 

A. 
Once  the  orders  start  coming  in, 

this  fully  integrated  system  offers  you 
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can  even  be  mtegrated  mto  your  existing  inventory 
and  pricing  systems.  Finally,  once  your  orders  have 
been  shipped,  your  customers  won't 
even  need  to  call  you  to  track 
them.  Now  they  can  simply  do  it 
themselves  with  a  quick  visit  to  your  online  catalog. 

Your  customers  will  love  FedEx 
VirtualOrder  because  it's  a  secure, 
easy  way  of  doing  business  with  on-time  delivery 
supported  by  the  FedEx  money-back  guarantee.* 
And  you'll  love  it  because  all  you  have  to  do  is  keep 
doing  what  you  do  best,  business  as  usual. 

So,  if  you're  ready  to  expand,  visit  us  at 
fedex.com  or  call  us  at  1-888-546-5662,  and  we'll 
show  you  how,  with 
FedEx,  any  business 
can  do  big  business.       The  Way  Tlie  World  Worksf 
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For  many  of  today's  wealthy, 
the  joy's  not  in  the  having— 
but  the  getting. 


By  Dana  Wechsler  Linden  and  Dyan  Machan 
Illustrations  by  Charlie  Powell 

OVER  DINNER  at  his  Pasadcna,  Calif,  home  one  evening  in  1971,  con- 
struction engineering  magnate  Joseph  Jacobs  and  his  wife,  Violet, 
talked  seriously  to  their  three  daughters,  then  in  their  early  20s. 
"Because  we  love  you  very  much,  we  have  decided  that  we  are  not  going 
to  leave  you  a  lot  of  money,"  the  self-made  centimillionaire  told  the  three 
young  women.  He  would  leave  the  bulk  of  his  estate  to  charities.  He  then 
gave  the  three  of  them  $1  million  worth  of  stock  each  in  his  company, 
Jacobs  Engineering  Group.  Though  that  stock  has  since  greatly  appreciat- 
ed, it  represents  only  a  small  portion  of  his  wealth. 

Jacobs,  now  80,  the  son  of  poor  Lebanese  immigrants,  has  not  changed 
his  mind.  "One  of  the  worst  things  I  could  do,"  he  says,  "is  indulge  them 
to  the  point  where  they  don't  have  the  opportunity  to  make  their  own  fail- 
ures and  successes  that  they  can  sav  are  theirs  and  not  their  parents'." 

In  otlier  lands  and  at  other  times  such  an  attitude  would  be  uncommon. 
Most  wealthy  people  wanted  either  to  found  a  dynasty  or  to  perpetuate 
one.  English  greengrocers  and  underwear  manufacturers  dreamed  of  set- 
ting up  their  progeny  in  country  estates.  But  many  of  today's  new  Amer- 
ican rich  have  a  different  idea.  Having  seen  how  great  wealth  that  is  easily 
come  by  can  corrupt  young  people,  they  have  decided  that  inherited  wealth 
can  be  a  curse  as  well  as  a  blessing. 

"Much  of  Old  Money's  aesthetic. . .  depends  on  the  belief  that  mem- 
bership in  the  class  is  a  gift  beyond  achievement,"  observes  social  critic 
Nelson  Aldrich  Jr.,  author  of  Old  Money  and  a  Rockefeller  cousin.  To  New 
Money  nothing  outclasses  achievement.  Wealth  that  one  possesses  but  did 
nothing  to  earn — or  at  least  add  to — is  viewed  as  frivolous. 

Most  people  will  never  have  the  problem  of  too  much  money — ^but  for 


JACOBS  ENGINEERING  GROUP  FOUNDER 
JOSEPH  JACOBS  AND  DAUGHTERS 

,     A^r^'^^ n ^;^T  AND  LINDA 
THEY'LL  GET  JUST  A  TINY  PORTION  OF  HIS  ESTATE. 
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HOME  DEPOT  FOUNDERS 
BERNARD  MARCUS  AND  KENNETH  LANGONE 
IF  THEIR  KIDS  WANT  TO  BE  RICH,  THEY'LL  HAVE  TO  WORK  FOR  IT. 


those  who  do,  the  problem  '-an  be  quite  serious.  And  it 
affects  a  growing  number  of  Americans,  not  least  the 
swelling  ranks  of  stock-option  multimillionaires.They  have 
far  more  money  tlian  they  need  to  indulge  a  lavish  lifest)'Ie 
and  to  continue  it  aft:er  retirement.  Yet  so  long  as  they  are 
active,  they  want  to  keep  piling  it  up.  Money  is — for 
better  or  worse — one  of  tiie  chief  ways  we  keep  score  in 
our  society. 

America's  two  richest  men,  Microsoft  founder  William 
154 


Henry  Gates  III,  41,  and  Berkshire  Hathaway  Chairman 
Warren  Buffett,  66,  have  set  the  new  tone.  Gates  has  said 
that  of  his  estimated  $18.5  billion  net  worth,  he  will  give 
$10  million  each  to  his  baby  daughter,  Jennifer,  and  her 
fijture  siblings,  with  the  rest  going  to  charity.  In  an  E-mail 
exchange  with  a  15 -year-old  a  few  months  ago.  Gates 
explained:  "One  thing  is  for  sure.  I  won't  leave  a  lot  of 
money  to  my  heirs  because  I  don't  think  it  would  be 
good  for  them." 
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Go  on  the  road  and  still  sit  at  your  desk. The  latest  information 
will  be  delivered  right  to  your  laptop.  With  virtual  office  solutions  from  AT&T, 
anywhere  you  go  is  a  place  you  can  get  something  done. 

It's     all     within     your  reach 


Call  us  at  I  800  756-6700  or  visit  us  at  www.att.com/growth  for  more  information  about  virtual  office  solutions  from  AT&T 
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BLOOMBERG  L.P.  FOUNDER  MICHAEL  BLOOMBERG 
TO  KEEP  HIS  TEENAGE  DAUGHTERS  FROM  "SPENDING  IT  ALL  ON  FENDI/' 
HE'S  GIVING  MOST  OF  HIS  $4  BILLION  TO  A  CHARITABLE  TRUST. 


Buffett  has  been  less  specific  about  how  much  his  three 
children  can  expect — but  has  indicated  that  they  should 
not  expect  much.  "His  daughter  [Susan]  hits  up  every- 
one she  knows  for  her  children's  theater,"  says  a  wealthy 
New  Yorker. 

Home  Depot  Chairman  Bernard  Marcus,  68,  agrees 
that  inheritances  can  be  "a  terrible  burden  for  some." 
He's  decided:  "If  my  kids  want  to  be  rich,  they'll  have  to 
work  for  it."  He  plans  to  leave  almost  all  of  his  $850  mil- 


lion in  Home  Depot  stock  to  the  Marcus  Foundation, 
which  supports  education  and  the  handicapped. 

Roberto  Goizueta,  64,  chairman  of  Coca-Cola,  has 
been  near  the  top  of  many  executive  compensation  lists 
for  years.  He  plans  on  giving  the  majority'  of  his  wealth  to 
philanthropy  when  he  dies. 

"The  parent  who  leaves  his  son  enormous  wealth  gen- 
erally deadens  the  talents  and  energies  of  the  son,"  steel 
magnate  Andrew  Carnegie  wrote  in  1891.  Carnegie  gave 
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When  others  got  a  raise 

You  became  an  associate 
When  others  became  associates 

You  became  a  partner 
When  others  became  partners 

You  bought  the  firm  ^^MP 

Now  - 

Has  your  homeowners  insurance 
icept  pace  with  your  lifestyle'? 


PRESTIGE^  HOMEOWNERS  INSURANCE.  DESIGNED  FOR  ACHIEVERS. 

For  more  information,  contact  an  independent  insurance  agent  representing  Fireman's  Fund. 

http://www.the-fund.com 
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away  the  equivalent  of  $3.5  billion  in  today's  money  to 
libraries  and  other  causes,  and  left  his  daughter,  Margaret, 
born  when  he  was  62,  less  than  10%  of  his  fortune.  Some 
of  today's  magnates  have  accepted  the  truth  of  Carnegie's 
thinking — and  intend  to  follow  his  example. 

David  Packard,  cofounder  of  Hewlett-Packard,  is 
today's  (-arncgie.  Packard,  who  died  last  year,  gave  away 
more  than  $5  billion — most  of  his  life's  earnings — before 
he  died. 

There's  a  subtlety  to  all  this.  In  older  societies  old 
wealth  was  prized  above  new  wealth.  There  is  a  tendency 
in  our  societ}'  to  show  contempt  for  inherited  wealth  and 
to  admire  self-made  wealth.  "How  could  they  be  worth 
anything  in  our  culture  if  they  were  all  made  by  some- 
body else,  their  Daddy.^"  asks  Aldrich. 

"Many  wealthy  people  crush  their  children  inadver- 
tently," says  billionaire  Herbert  A.  Allen,  56,  of  invest- 
ment banking  firm  Allen  &  Co.  "If  you're  the  child  of  a 
wealthy  person  and  your  first  paycheck  is  totally  mean- 
ingless, you've  had  something  taken  away  from  you." 

John  Train,  investment  adviser  to  wealthy  families, 
agrees.  Giving  too  much  to  children,  he  says,  is  "irra- 
tional. It's  like  giving  them  a  no-appetite  pill." 

This  was  confirmed  in  a  1992  test  of  Carnegie's  con- 
jecture about  inherited  wealth  spoiling  people.  Econo- 
mists Douglas  Holtz-Eakin  of  Syracuse  University,  David 
Joulfaian,  a  Treasury  economist,  and  Harvey  Rosen  of 
Princeton  looked  at  tax  records  of  heirs  and  heiresses. 
They  found  that  almost  20%  of  those  who  inherited  more 
than  $150,000  stopped  working. 

Michael  Morris,  34,  stepson  of  Home  Depot's  founder 
Marcus,  says  that  he  has  worked  as  hard  as  he  has  because 
he  knew  he  would  not  inherit  a  great  deal.  The  cofounder 
of  Atlanta-based  investment  banldng  firm  Green,  Morris 
&  Associates  says:  "This  is  a  tough  business.  I  work  70  to 
80  hours  a  week.  I  really  don't  know  that  I  would  have 
pushed  this  hard.  I'm  happy  that  I  have  my  own  compa- 
ny. I'm  glad  I  had  the  incentive." 

His  father.  Home  Depot's  Marcus,  and  his  partner, 
Kenneth  Langone,  61,  influenced  each  other's  thinking. 
Says  Langone:  "I  have  no  interest  in  passing  my  estate  to 
my  children,  and  they  have  no  interest  in  having  it."  His 
sons,  32,  34  and  36,  all  work.  One  is  Langone's  business 
partner,  another  is  a  freelance  photojournalist  and  a  third 
exports  pottery  and  ceramics  from  France. 

Langone:  "Someone  once  said:  'Money  is  like 
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manure — put  it  in  a  pot  and  it  stinks.  Spread  it  around 
and  it  grows  things.'" 

"You  can't  take  it  with  you,"  says  Michael  Bloomberg, 
55,  founder  of  Bloomberg  L.P.,  the  privately  held  data 
and  financial  news  company.  Bloomberg  figures  his  com- 
pany is  worth  $4  billion.  Bloomberg  plans  to  give  rnost 
of  it  to  a  charitable  trust  that  his  two  daughters,  now 
teenagers,  will  run  with  other  trustees.  "I  have  no  inter- 
est in  cutting  them  out,"  says  Bloomberg.  "The  question 
is  how  much  to  give  so  as  not  to  hurt  them."  For  him, 
that  amount  is  based  on  a  sliding  percentage  of  his 
estate — they'll  get  a  higher  percentage  if  his  business  falls 
in  value — with  a  preordained  minimum.  The  kids'  reac- 
tioni"  "They  don't  think  about  this,"  snaps  Bloomberg. 
"They  just  want  to  go  to  Phish  concerts." 

In  such  cases,  resentment  would  seem  only  human.  But 
most  heirs  Forbes  spoke  with  emphasized  that  they're  not 
exacdy  being  left  penniless — and  that  in  any  case  their  par- 
ents' fortunes  are  their  parents',  not 
their  own.  Heinz  Chairman  Anthony 
O'Reilly  weighs  in  at  $1  billion,  but 
through  a  tightly  controlled  trust  will 
only  provide  his  six  children  with  a 
minimal  income. "They  won't  be  on 
the  street,  but  if  they  want  to  make 
serious  money  they  won't  make  it 
from  this,"  says  O'Reilly.  Says  son 
Gavin  O'Reilly:  "It's  his  money,  his 
estate.  I  have  no  claim  on  it.  I'll  have 
my  own  estate  someday,  and  you'll 
call  me  to  ask  about  it." 

Dennis  Bakke,  51,  cofounder  and   

chief  executive  of  AES  Corp.,  an 
Arlington,  Va.  power-generation  company,  is  a  devout 
Christian.  "Everything  we  have  is  not  ours,  it's  the 
Lord's,"  says  Bakke.  "We're  just  stewards  of  it."  Eldest 
son  Brett's  reaction:  "He  [his  father]  doesn't  even  think 
it's  his.  I'm  a  little  more  along  the  line  that  it  is  his.  But 
nowhere  did  it  get  to  be  mine.  It's  twice  removed." 

Bakke  set  aside  $500,000  in  stock  for  each  of  his  five 
children,  and  the  rest  of  his  $550  million  estate  will  go  to 
charity.  Seeing  his  name  on  a  hospital  addition  is  not  what 
he's  after.  Last  year  Bakke's  foundation  gave  relatively  tiny 
grants  to  600  causes  around  the  world.  "We  came  to  the 
conclusion  that  most  of  what  we  can  do  as  parents  is  not 
financial,  frankly."  He  adds  sheepishly:  "We  probably  did 
more  than  is  essential." 

When  his  two  oldest  boys  were  in  college  he  gave  each 
a  parcel  of  stock  in  then-private  AES.  Bakke's  intention  was 
to  give  them  a  cushion  of  a  few  hundred  thousand  dol- 
lars. When  AES  went  public  in  1991,  the  gifts  became 
worth  more  than  $1  million.  Bakke  took  back  enough  of 
the  stock  to  shrink  the  value  back  to  the  amount  he  had 
originally  intended  to  give. 

Two  years  out  ol  law  school,  Brett  Bakke  earns  some 
$80,000  as  a  Chicago  litigator.  His  brother  works  with 
inner  city  churches,  earning  $15,000  to  $18,000. 

To  the  extent  that  this  attitude  spreads,  so  will  wealth 
be  recycled.  Says  centiniillionaire  investment  banker  Her- 
bert Allen:  "I  think  we  are  within  20  years  of  taking 


"What  seems  to  have 
vanished  is  the  value 
of  the  family  dynasty. 
Does  anybody  believe 
in  that  anymore? 
These  guys  would  sug- 
gest it's  passing  out 
of  our  culture."* 


America's  charitable  institutions  to  a  level  so  far  above  the 
rest  of  the  world's  institutions  that  the  rest  of  the  world 
would  not  be  able  to  compete  in  art,  music,  education." 

Are  our  rich,  then,  more  generous  than  the  rich  of 
other  times  and  other  places?  It's  not  that  simple.  "Are 
we  better  people.'"  Herb  Allen  asks  rhetorically.  "Of 
course  not.  It  has  to  do  with  the  fact  that  people  know 
there's  going  to  be  another  [economic]  opportunity 
around  the  corner." 

His  point  is  that  America  is  truly  the  land  of  opportu- 
nity and  that  most  people  know  that  if  they  cut  their  kids 
out  the  kids  won't  starve.  They  may  even  do  as  well  as  or 
better  than  their  parents,  given  the  opportunities  created 
by  technology  and  free  enterprise.  Carnegie  laid  out  sev- 
eral options  for  the  wealthy.  They  can  keep  all  their 
money  and  pass  it  on  to  their  family,  give  a  lot  to  charity 
when  they  die,  or  give  a  lot  to  charity  while  they  are  still 
living.  He  argued  very  strongly  for  the  latter.  Warren  Buf- 
fett,  who  at  66  has  still  given  away 
only  a  minimal  portion  of  his  wealth, 
prefers  the  second  path. 

In  either  case,  it  is  not  as  easy  as  it 
sounds  to  give  away  money  wisely. 
Michael  O'Neill,  director  of  the  Uni- 
versity of  San  Francisco's  Institute  for 
Non-Profit  Organization  Manage- 
ment, doesn't  think  highly  of 
Packard's  donations  to  Stanford  Uni- 
versity or  to  his  daughter's  cause,  the 
Monterey  Bay  Aquarium.  Nor  of 
Gates'  recent  $15  million  gift  to  Har- 
vard University.  "That's  not  exactly 
rocket  science  in  terms  of  philan- 
thropy. I'd  hope  they'd  give  some  of  their  brilliance  to 
philanthropy,  not  just  shovel  tens  of  millions  of  dollars  to 
organizations  that  already  have  billions  of  dollars  in 
assets." 

Does  Harvard  need  another  building.'  Does  Stanford 
need  another  endowed  chair?  From  1977  to  1992,  when 
the  latest  data  were  available,  giving  to  education  grew 
nearly  6%  a  year,  faster  than  giving  to  any  other  sector. 
"Universities  and  colleges  have  been  the  big  vacuum 
cleaner  of  people's  money,"  says  Peter  Karoff,  president 
of  the  Philanthropic  Initiative,  a  Boston  consulting  firm. 

By  contrast,  O'Neill  cites  an  incident  in  1909,  when 
John  D.  Rockefeller  gathered  together  medical  experts 
and  researchers,  asking  them,  "If  money  is  no  object,  is 
there  one  disease  we  can  eliminate  from  the  earth?"  One 
said,  "hookworm,"  a  disease  that  primarily  affected  south- 
ern blacks  in  the  U.S.  Rockefeller  put  up  the  cash,  and 
hookworm  was  largely  eradicated. 

Not  as  glamorous  as  having  an  arts  center  named  afi:er 
you.  But  a  lot  more  useful  to  suffering  people.  In  any 
case,  thoughtful  people  are  not  going  to  run  out  of 
worthy  causes. 

Inx'estment  adx'iser  John  Train  likens  today's  rich  to  book 
collectors  he  has  known.  "Book  collectors  are  notorious," 
he  says.  "They  think  it's  a  crime  not  to  redistribute  a  col- 
lection to  give  the  next  guy  the  joy  of  putting  it  together. 
The  joy  is  not  the  having,  it's  the  collecting."  H 
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Duck  Logic 


Ducks  think  differently  than 
you  or  me.  They  would 
never  forget  a  birthday. 
They  have,  to  my  knowledge,  never 
sponsored  a  negative  political  ad. 
They  avoid  talk  shows  like  the 
plague.  They  dance  in  the  rain  and 
take  great  pains  to  not  walk 
around  the  puddles.  They  observe 
human  folly  with  detached  amuse- 
ment. They  waddle  in  the  face  of 
convention. 

If  there  was  ever  a  face  that 
needed  some  waddling,  some 
disdain,  some  flying  into,  it's  con- 
vention. Also,  its  bubbles  burst, 
its  notions  re-conceived,  its  rules 
flaunted.  That's  Duck  Logic. 

Catera  is  a  personal  luxury 
sedan  fraught  with  Duck  Logic. 
The  result  is  the  stuff  of  blue 
moons:  a  scrambling  of  preconcep- 
tions that  turns  out  to  be  a  whole 
new  omelet.  It's  luxury  that  boo- 
gies. Refinement  that  giggles.  The 
Caddy  that  zigs. 

Ducks  were  designed  in  God's 
I  own  wind  tunnel.  They  eschew 
I  adornments  that  would  make  their 
dynamics  any  less  aero.  The  resulting 


Duck  Logic  tells  us  that  wind  noise 
isn't  the  result  of  wind.  It's  a  result 
of  those  that  resist  the  wind;  out- 
side rearview  mirrors,  windshield 
wipers,  hoods.  So  engineers  tested 
and  retested  Catera  at  up  to 
125  mph  over  and  over  again. 
Partially  to  optimize  hood,  wiper 
and  mirror  designs  against  wind 


noise.  And  partially,  because  it's  fun 
to  test  things  at  125  mph. 

Duck  Logic  tells  us  that  luxury 
is  in  more  places  than  in  the  eye 
of  the  beholder,  it's  in  the. ..other 
places  too.  So  Catera's  driver's 
seat  is  designed  to  be  particularly 
comfortable  because  its  "hip 
points"  have  been  raised  for  the 
optimum  driving  position.  And  the 
available  power  memory  seat 
adjusts  for  three  different  drivers. 
Partially  because  that  helps  each 


driver  have  optimal  control.  And 
partially,  because  it's  fun. 

No  discussion  of  Duck  Logic 
would  be  complete  without  music. 
It's  a  little-known  fact  that  ducks 
fly  in  the  midst  of  commercial 
radio  waves,  allowing  them  perfect, 
distortion-free  sound,  a  boon  to 
their  migratory  travels.  (They  plan 
flight  lanes  carefully,  to  circumvent 
the  broadcast  signals  of  shock 
jocks  and  talk  radio.)  Duck  Logic 
knows  the  virtue  of  clear  sound 
on  long  trips.  It  led  to  the  design 
of  an  optional  sound  system  with 
computer  programs  to  create  a 
three-dimensional  picture  of  how 
sound  would  behave  in  a  Catera. 
Partially  because  great  sound 
would  be  fun.  And  partially, 
because  it  would  be  a  lot  of  fun. 
(Duck  Logic  is  no  prisoner  to 
logic.) 

Duck  Logic  sneers  at  the  mun- 
dane, scoffs  at  the  expected, 
waddles  and  flies  in  the  face  of 
convention  and  then,  way  over  its 
head.  Duck  Logic  begets  Catera: 
luxury  that's  fun,  the  Caddy  that 
zigs.  The  ducks  would  be  proud. 
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Why  should  American  chief  executive  officers 
have  all  the  fun?  U.S.-styie  compensation 
pacltages  are  starting  to  spread  overseas. 


By  Luisa  KroU 

At  French  industrial  giant  Rhone- 
Poulenc  (sales,  $15  billion)  a  compa- 
ny human  resources  director  says  that 
its  chief  executive,  Jean-Rene  Four- 
tou,  "earns  slightly  below  the  esti- 
mated $870,000  median  paid  to  rival 
French  industrial  chief  executives." 
Germany's  Daimler-Benz  and  Japan's 
Sony  merely  report  the  lump  sum 
shared  by  all  of  their  directors — $9 
million  for  1 0  people  at  Daimler,  $49 
million  for  44  people  at  Sony.  That's 
cash  compensation — no  cars,  country 
houses  or  other  perks. 

Looked  at  that  way,  European 
bosses  are  poverty-stricken  by  com- 
parison with  their  U.S.  counterparts. 
Overseas  firms  clam  up  when  tJie 
issue  is  pressed,  and  local  regulators 
and  capital  markets  haven't  forced 
U.S. -style  disclosure. 

The  pubhshed  figures  don't  tell 
the  whole  story.  European  and 
Japanese  companies  have  been  very 
open-handed  with  executive  perks — 
fi-om  $1  million  golf  club  member- 
ships in  Japan  to  chauffeured  Rolls- 
Royces  and  lavish  expense  accounts 
in  the  U.K.  (see  chart,  right). 

Still,  it  would  take  a  lot  of  Rolls- 
Royces  to  close  the  gap  between 
what  many  top  U.S.  executives  earn 
and  what  their  foreign  counterparts 
make.  The  difference  lies  not  in  pay 
per  se  but  in  long-term  incentives 
like  stock  options,  which,  while 
common  here,  are  rare  abroad.  Strip 
out  options  and  chief  executive 
salaries  worldwide  are  very  much  in 


line  (sec  chart,  opposite). 

With  a  12%  pay  increase  last  year, 
for  example,  Unilever  N.V.'s  chair- 
man, Morris  Tabaksblat,  matched 


Procter  &  Gamble's  chief  executive, 
John  Pepper,  in  salary:  $1.1  million 
each.  But  Pepper  exercised  stock 
options  to  the  tune  of  $1.9  million 
and  Tabaksblat  exercised  none. 

Until  recently  stock  options  have 
been  rare,  often  not  allowed,  outside 
the  U.S.  and  the  U.K.  But  that's 
changing.  The  foreigners  are  begin- 
ning to  catch  on — and  up.  Japan's 
government  is  likely  to  approve 
stock  options  in  July.  Germany  is 
planning  to  do  so  in  January  1998. 

They've  little  choice.  Global  com- 
panies cannot  expect  to  be  competi- 
tive while  paying  below-market 
compensation  packages  to  their 
leaders.  The  result,  says  Robert 
Freedman,  a  principal  at  New  York- 
based  consulting  firm  Towers 
Perrin:  "There  is  increasing  pay  par- 
ity in  the  world. 

"For  many  years  foreign  compa- 
nies stood  behind  a  shield  of  regula- 
tions that  forbade  long-term  incen- 


How  perks  stacic  up  worldwide 


Benefits  and  perks  are  hard  to  track,  let  alone  value. 
Compensation  consultant  Watson  Wyatt  Worldwide  did  this  survey 
of  senior  executives  around  the  ^obe. 
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tives,"  says  Freedman.  "Today  diey 
are  pushing  that  envelope." 

German  companies  such  as 
Daimler-Benz,  Deutsche  Bank  and 
Henkel  have  recently  introduced 
plans  that  grant  fistflils  of  convert- 
ible bonds  to  senior  executives.  Why 
bonds  rather  than  stock  options? 
Because  companies  are  prohibited 
from  granting  options  to  directors. 
Not  surprisingly,  the  directors  aren't 
likely  to  give  lower-level  executives 
options  they  don't  receive. 

But  by  the  end  of  1998,  the  num- 
ber of  German  companies  offering 
their  executives  some  kind  of  equity 
could  climb  tenfold,  to  as  high  as  50, 
says  Rainer  J.  Schaetzle,  senior  con- 
sultant of  Towers  Perrin  Germany. 
In  Japan  legal  restrictions  and  tax 
disadvantages  rule  out  the 
granting  of  incentive 
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A  Towers  Perrin  survey  of  chief  executive  pay 
at  $250  million  (sales)  industrial 
companies  shows  why  Americans 
consistently,  often  exorbitantly,  outearn 
their  foreign  counterparts:  long-term 
incentives. 
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options.  Frustrated  by  its  limitations 
in  attracting  good  management  with- 
out such  incentives,  Sony  Corp.  was 
the  first  Japanese  company  to  issue 
so-called  warrant  bonds — which 
mimic  stock  options — to  directors 
and  later  to  top  executives.  That  was 
almost  two  years  ago.  Several  listed 
companies  have  followed  suit.  Even 
smaller  ones,  like  software  company 
Konami,  a  competitor  of  Nintendo, 
have  issued  warrant  bonds  in  part  to 
lure  younger  executives  to  their 
boards.  Still  small-scale  stuff — ^worth 
maybe  $100,000 — but  it's  a  start, 
says  Richard  May,  an  analyst  at  D.E. 
Shaw  Securities  in  Tokyo. 

Japan's  largest  carmaker,  Toyota, 
has  announced  plans  to  give  direc- 
tors stock  options  starting  in  1999  if 
the  government  changes  the  rules. 

Elsewhere,  the  rules  already  have 
changed.  Former  Citibank 
Indonesia  human  resources  execu- 
tive William  Fontana  says  he 
searched  for  a  year  to  find  a  local 
executive  to  fill  the  treasurer's  posi- 
tion. When  he  finally  found  one,  he 
worked  out  a  compensation  pack- 
age: $150,000  base  salary,  $100,000 
guaranteed  bonus,  a  subsidized 
housing  loan  and  a  car.  Fontana 
invited  the  man  to  his  hotel  room 
and  laid  the  package  on  the  table. 
The  Indonesian  turned  Citibank's 
offer  down  in  favor  of  an  even  high- 
er one  from  a  large  Indonesian  bank. 
"It's  a  recent  phenomenon  that's 
picking  up  speed  throughout  Asia," 
Fontana  says. 

Roberto  Monti,  who  became 
chief  executive  of  Argentina's  oil 
giant  YPF  S.A.  last  month,  stands  to 
receive  a  $4  million  package  when 
he  retires  in  nine  years,  no  matter 
how  the  company  performs.  Larry 
Yung,  chairman  of  Hong  Kong- 
based  holding  company  Citic 
Pacific,  reaped  $25.7  million  in 
stock  options  in  1995  and  was  per- 
mitted to  buy  14%  of  the  company 
at  an  18%  discount — a  deal  worth 
some  $230  million  to  him. 

"The  U.S.  has  long  used  pay  as  a 
yardstick  for  a  chief  executive's  tal- 
ent and  brains,"  says  Charles  Sweet, 
president  of  A.T.  Kearney  Executive 
Search.  "Now  that  yardstick  is  used 
in  lots  of  different  parts  of  the 
worid."  H 
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BL'iiblNG     AUTOMATION  SYSTEMS   


BUILDING     SYSTEM     ENGINEERING,  INSTALLATIC 


ouVe  ca 


t 


the  C  O  S  t  of  your 

FLOOR  SPACE. 

ake  a  look 

the  other  99^ 
OF  YOUR  SPACE. 


Have  you  thought  about  the  cost      takes  big  dollars  to  run  a  facility. 


of  your  air  space?  Johnson  Controls 
has.  It  averages  over  $10  a  square 
foot.  And  energy  is  the  small  part. 
The  related  maintenance,  repair 
and  staffing  costs  are  much  larger. 
Add  in  security,  communications, 
real  estate  management  and  other 
operations,  and  the  costs  become 
staggering.  Over  $70  billion  in 
North  America  alone  last  year.  It 


But,  with  superior  management 
practices,  the  savings  can  also  be 
big,  even  millions.  Johnson  Controls 
has  the  experience  and  resources 
to  help  you  achieve  these  savings. 
Give  us  a  call  at  1-800-972-8040, 
ext.  297.  And  keep  your  dollars 
from  disappearing  into  thin  air. 

JQHNSON 
CONTROLS 


\>  SERVICE 


BUILDING     OPERATIONS     AND  MAINTENANCE 


NETWORK  INTEGRATION 


bunrunHiE  HniLniKH  3  itiuji  rvncnruL  rtur« 


PRIZE 


There  are  overpaid  and  underpaid  chief  executives, 
but  it's  hard  to  know  which  is  which. 


STEPHEN 
C.  HILBERT 
$277 
MILLION 
CONSECO 


By  Eric.  S.  Hardy 
Illustrations  by  Charlie  Powell 

The  25  bosses  listed  (opposite)  pulled  in  $2.5  billion 
among  them  over  the  past  five  years. 
Arc  they  wortli  it? 

That's  a  question  the  media  love  to  ask  when  executive 
compensation  lists  appear.  Usually  the  answer  is  a  simple- 
minded  no.  Unfortunately,  however,  there  is  no  simple 
answer.  Some  of  the  highest-paid  chief  executives  are 
worth  more  than  what  they  get.  For  others,  the  best  you 
can  say  is  that  Alan  Greenspan  ignited  a  bull  market  that 
lifted  everybody's  options. 

Where  to  draw  the  line.>  For  us,  CEOs  who  are  really 


entrepreneurs  make  the  best  case  that  they  deserve  their 
riches.  Granted,  all  ceos  probably  think  of  themselves  as 
entrepreneurs  at  heart,  but  as  you  scan  the  list,  some 
names  stand  out. 

Topping  the  list,  for  example,  is  Stephen  Hilbert,  who 
earned  a  total  of  $277  million  over  tlie  last  five  years  as  CEO 
of  Conseco.  That's  a  lot  of  money,  but  remember:  Hilbert 
founded  Conseco,  in  1979.  He  identified  a  niche  in  the 
insurance  business — annuities — and  borrowed  $10,000  to 
start  the  company.  It  was  a  risk — ^who  knew  whether  people 
would  buy  Conseco's  single-premium  deferred  annuities.^ 
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THE  HIGHEST-PAID  CHIEF  EXECUTIVES  OVER  THE  PAST  FIVE  YEARS:  1992-96 


Company/chief  executive  Stock  owned   1996  compensation   5-year  Unexercised  Company's 

market  value     salary  +       %  other  stock         total  total       vested  total 


($mil) 

bonus 

change 

($thou) 

gains 

(Sthou) 

compensation  options 

return* 

($thou) 

($thou) 

($thou) 

($mil) 

Conseco/Stephen  C  Hilbert 

$160.7 

$13,826 

80% 

$14,104 

$23,450 

$51,381 

$277,267 

$41 

32% 

Travelers  Group/Sanford  1  Weill 

446.3 

6,079 

14 

253 

85,233 

91,565 

274,414 

39 

Walt  Disney/Michael  D  Eisner 

229.4 

8,650 

-1 

4 

8,654 

235,951 

304 

15 

Green  Tree  Financial/Lawrence  M  Coss 

178.5 

102,449 

56 

102,449 

216,161 

36 

49 

Gateway  2000/Theodore  W  Waitt 

1,970.3 

965 

15 

80,361 

81,326 

145,195 

34' 

Intel/Andrew  S  Grove 

137.5 

3,003 

9 

348 

94,587 

97,937 

117,320 

28 

59 

HJ  Heinz/Anthony  J  F  O'Reilly 

250.1 

2,565 

45 

535 

61,500 

64,601 

108,660 

13 

General  Electric/John  F  Welch  Jr 

44.7 

6,300 

20 

20,083 

6,216 

32,598 

72,898 

67 

25 

Coca-Cola/Roberto  C  Goizueta 

998.0 

5,213 

7 

2,036 

9,009 

16,258 

71,585 

113 

24 

Citicorp/John  S  Reed 

106.7 

3,467 

-19 

2,664 

40,055 

46,186 

70,151 

40 

47 

Compaq  Computer/Eckhard  Pfeiffer 

3.7 

4,250 

17 

1,250 

23,546 

29,046 

69,793 

71 

54 

DSC  Communications/James  L  Donald 

20.3 

999 

9 

1,386 

8,081 

10,467 

65,616 

7 

51 

Loral  Space  &  Commun/Bernard  L  Schwartz 

48.3 

956^ 

-85 

237 

1,193 

62,5563 

9 

NA 

Bear  Stearns  Cos/James  E  Cayne 

118.7 

9,173 

117 

11,187 

20,359 

62,385' 

19 

Parametric  Tech/Steven  C  Walske 

37.9 

1,030 

29 

3 

19,663 

20,697 

60,981 

6 

45 

:  Colgate-Palmolive/Reuben  Mark 

66.6 

2,677 

35 

3,815 

1,426 

7,918 

60,590 

61 

18 

Cisco  Systems/John  T  Chambers 

21.8 

619 

57 

2 

32,594 

33,214 

57,127* 

11 

58 

American  IntI  Group/Maurice  R  Greenberg 

1,209.3 

4,150 

0 

10,835 

5,027 

20,012 

56,672 

27 

25 

US  Robotics/Casey  G  Cowell 

70.0 

3,430 

23 

17 

30,522 

33,969 

55,890 

65 

Advanced  Micro/Walter  J  Sanders  III 

10.2 

3,038 

1 

1,351 

4,389 

55,333 

17 

19 

Freeport  Copper/James  R  Moffett 

26.5 

6,794 

22 

517 

26,499 

33,811 

54,156« 

8 

10 

Mirage/Stephen  A  Wynn 

362.1 

3,753 

0 

4 

3,757 

51,791 

188 

26 

General  Dynamics/James  R  Mellor 

22.0 

2,420 

0 

2,496 

4,916 

51,397 

6 

32 

Oxford  Health  Plans/Stephen  F  Wiggins 

107.8 

1,680 

121 

112 

27,270 

29,062 

51,348 

63 

87 

Comcast/Ralph  J  Roberts 

123,1 

821 

3 

3,786 

10 

4,617' 

50,587 

26 

12 

*Five-year  annualized  total  return  as  of  Mar.  31.  'Return  is  for  less  than  five-year  period.  ^Annualized  salary,  deludes  compensation  paid  by  Loral  prior  to  merger  witfi  Lockheed  Martin  and 
distribution  of  Loral  Space  &  Communications.  ""Four-year  total,  ^Three-year  total,  deludes  compensation  paid  by  Freeport-McMoRan  'Prior-year  data.  NA:  Not  available. 
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But  they  did,  and  over  the  past  five  years  Con- 
seco's  profits  have  jumped  117%,  to  $252  million, 
on  a  121%  sales  gain,  to  $3.1  billion. 

So  Hilbert  wasn't  really  "-paid"  $277  million. 
He  created  a  $7  billion  (market  capitalization) 
company  and  over  the  past  five  years  took  out 
pieces  valued  at  $277  million. 

Theodore  Waitt  is  another  entrepreneur/ CEO 
who  raked  it  in  during  the  past  demidecade.  He 
was  the  cofounder,  in  1985,  of  Gateway  2000, 
one  of  the  most  successful  PC  marketers.  While 
well-established  corporations  such  as  AT&T  and 
Tandy  floundered  in  the  PC  business,  the  pony- 
tailed  Waitt  made  it  work  and  has  accumulated 
nearly  $2  billion  worth  of  Gateway  stock;  and 
since  going  public  in  1993,  the  company  stock 
price  has  risen  166%.  All  but  $965,000  of  Waitt's 
$81  million  1996  compensation  comes  from 
exercising  stock  options. 

Green  Tree  Financial's  Lawrence  Coss  practi- 
cally invented  the  profitable  business  of  under- 
writing mortgage  loans  for  manufactured  homes 
and  has  reaped  the  benefits  of  exploiting  that  par- 
ticular niche. 

Coss'  $102  million  1996  bonus  is  the  highest 
ever  reported  in  FoRBEs'  annual  executive  pay 
surveys — but  it  reflects  entrepreneurial  success. 
Per-share  profits  at  Green  Tree  more  than 
quadrupled  in  the  last  five  years,  from  50  cents 
in  1991  to  a  record  $2.20  last  vear. 


LAWRENCE  M.  COSS  $216  MILLION 
GREEN  TREE  FINANCIAL 


THE  HIGHEST  PAID  IN  1996 


THE  TEN  WEALTHIEST 


Company/chief  executive 

Total 
compensation 
($thou) 

Gap/Millard  Drexler 

$104,822 

Green  Tree  Financial/Lawrence  M  Coss 

:  102,449 

Intel/Andrew  S  Grove 

^  97,937 

Travelers  Group/Sanford  1  Weill 

91,565 

Gateway  2000/Theodore  W  Waitt 

;  81,326 

HJ  Heinz/Anthony  J  FO'Reilljf 

64,601 

Conseco/Stephen  C  Hilbert 

:  51,381 

Citicorp/John  S  Reed 

46,186 

Cascade  Commun/Daniel  E  Smith 

;  35,552 

US  Robotics/Casey  G  CoweH 

33.969 

Hefty  paychecks  in  1996  were  enough  to  put 
eight  of  these  chief  executives  m  our  list  of  the 
highest-paid  executives  over  the  Imt  five  years. 


Company/chief  executive 


5-year  total 
compensation 


 Stock  owned  

%  market  value 


($thou) 

($mil) 

MicrosoftAVilliam  H  Gates 

$2,139 

23.67% 

$27,733 

Berkshire  Kathaway/Warren  E  Buffett 

500 

41.80 

19,467 

NIKE/Philip  H  Knight 

8,407 

33.34 

5,562 

Grade/Lawrence  J  Ellison 

38,878 

22.37 

5,513 

Viacom/Sumner  M  Redstone 

NA 

28.11 

3,094 

Dell  Computer/Michael  S  Dell 

3,801 

17.60 

2,484 

Estee  Lauder  Cos/Leonard  A  Lauder 

•  NA 

48.49 

2,474 

Gateway  2000/Theodore  W  Waitt 

145,195 

46.24 

1,970 

:  Loews/Laurence  A  Tisch 

4,457 

15.70 

1,657 

MBNA/Alfred  Lerner 

9,495 

12.95 

1.293 

NA:  Not  available. 

Microboft's  Bill  Gates  remains  the  wealthiest 
of  our  8QD  chief  executives,  as  measured  by 

his  $28  bsiiion  in  Microsoft  stock. 
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THEODORE  W.  WAITT 

GATEWAY  2000 


The  farther  removed  one  is  from  entrepre- 
neurial activity,  it  seems  to  us,  the  harder  it  is  to 
justify  gargantuan  compensation  deals.  Walt 
Disney's  Michael  Eisner,  number  three  on  our 
list,  is  a  borderline  case.  He  has  been  paid  $236 
million  over  the  past  five  years. 

Yes,  Disney  shareholders  have  profited  hand- 
somely since  Eisner  took  over  in  1984,  but  isn't 
Eisner  more  of  a  steward/exploiter  of  assets  than 
a  creator/builder  of  assets?  How  much  risk,  did 
Eisner  assume  in  taking  command  of  this  gold- 
standard  brand?  We  note  in  passing  that  in  the  past 
five  years  Disney's  annualized  total  return  of  1 5% 
has  lagged  the  S&P  500  by  one  percentage  point. 

Among  chief  executives  of  big,  established 
companies,  here's  an  interesting  comparison:  H.J. 
Heinz  Chairman  Anthony  O'Reilly  and  Camp- 
bell Soup  Chairman  David  Johnson.  Since  1992 
O'Reilly  has  taken  $109  million  from  Heinz. 
Johnson  has  received  less  than  one-fourth  of  that 
from  Campbell  Soup. 

Yet  Campbell's  five-year  average  return  on  cap- 
ital of  23%  is  well  above  the  17%  for  Heinz.  Earn- 
ings-per-share  growth  at  Heinz  the  last  five  years 
was  3%  a  year,  while  the  comparable  figure  for 
Campbell  is  17%.  Wall  Street  seems  to  have 
noticed;  $1  invested  in  Heinz  in  March  1992  is 
now  worth  $1.84,  versus  $2.93  for  Campbell. 

Was  O'Reilly  worth  his  $109  million?  If  he 
was,  Johnson  was  worth  a  lot  more.  H 


POTENTIAL  WEALTH 


Company/chief  executive 


 Compensation  

total  5-yr  total 
 ($thou)  


— Market  value  ($mil) — 
stock  unexercised 
owned    vested  options 


HFS/Henry  R  Silverman 

$23,782 

$28,817 

$7 

$544 

Walt  Disney/Michael  D  Eisner 

8,654 

235,951 

229 

304 

HealthSouth/Richard  M  Scrushy 

27,583 

49,402 

12 

188 

Mirage/Stephen  A  Wynn 

3,757 

51,791 

362 

188 

Coca-Cola/Roberto  C  Goizueta 

16,258 

71,585 

998 

113 

Oracle/Lawrence  J  Ellison 

19,074 

38,878 

5,513 

109 

Health  Management/William  J  Schoen 

14,054 

24,884 

34 

75 

Cascade  Commun/Daniel  E  Smith 

35,552 

38,130' 

3 

74 

America  Online/Steptien  M  Case 

27,643 

34,728 

9 

73 

Cadence  Design/Joseph  B  Costello 

1,475 

5,548 

17 

72 

'Four-year  total. 

Henry  Silverman  of  HFS  owns 
a  relatively  minuscule  $7  million 
worth  of  his  company,  but  his 
unexercised  options  are  currently 
valued  at  $544  million. 
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Is  that  fine  European  luxury  sedan  you  now  drive  nothing  more  than  a  dinosaur  on  four  wheels?  Impressive,  to  t 
Audi  A;      With  the  world's  first  aluminum  space  fi^e,  an  aluminum  alloy  body  and  the  only  car  in  its  class  with  a  choicl 
sedan  to  a  place  it's  never  been.  A  place  where  lighter  is  stronger  and  safer  than  steel.  To  the  undeniable  luxur 
powered  fans,  for  example,  that  help  cool  the  car  when  it's  parked.  The  Audi  A8:  Elegance  without  arrogance.  Excellenc 


Call  1-800  FOR-AUDI  for  more  about  the  Audi  A8  and  a  dealer  near  you  or  visit  us  at  http://www.audi.com. "Aud 


c 


osely 

the  fossil  fuel  it  burns? 


ji  c.  But  an  overweight,  overwrought  rehc  of  a  bygone  era,  nonetheless.  Introducing  the  sports-car-quick,  V8  powered 


r  a  1 1 -wheel  drive  or  front -wheel  drive,  Audi  -  with  Alcoa,  our  partner  in  this  visionary  leap  -  is  taking  the  elite  European  luxury 


1  driving  a  car  that  performs  like  no  other  on  earth,  Audi  has  taken  care  to  add  countless  others.  Available  solar- 


.  iihout  excess.  Class  without  mass.  Time,  in  other  words,  to  see  your  local  Audi  dealer. 


Audi 


id  the  four  rings  emblem  are  registered  trademarl<s  and  "A8"  is  a  trademarl<  of  AUDI  AG.  ©1997  Audi  of  America,  Inc. 


Spoil 
of  success 


Helped  by  the  buoyant  stock  market,  the  median  chief  executive's 
total  pay  rose  24%  last  year,  to  $1.9  million.  Let's  hear  it  for  options! 


By  Steve  Kichen 

Taking  a  nice  ridf.  on  the  stock  market,  316  of  the 
800  chief  executives  in  our  survey  exercised  stock  options 
last  year.  The  median  option  gain  was  $1,044,000,  up 
from  $521,000  the  year  before.  Intel's  z\ndrew  Grove 
topped  the  roster  with  $95  million. 

The  buoyant  market  explains  most  of  the  fattened  pay 
envelopes.  But  each  of  the  other  compensation  cate- 
gories— base  salary,  bonus  and  "other"  (things  like  cor- 
porate contributions  to  401(k)  savings  and  other  compa- 
ny-paid benefits)— rose  smartly  from  1995  levels,  too. 
The  median  base  salary  increased  7%,  to  $650,000; 
bonuses  gained  12%,  to  $492,000;  "other"  benefits  rose 
25%,  to  $179,000.  Add  all  the  goodies  and  the  median 
1996  pay  package  for  the  800  came  to  $1.9  million,  a 
24%  gain  over  the  previous  year. 

Considering  that  few  of  the  troops  got  24%  raises  last 
year,  there  was  a  fair  amount  of  grumbling,  but  investors 
didn't  seem  to  care:  The  stock  market,  after  all,  rose 
20.3%  on  top  of  the  34.1%  it  gained  tlie  year  before. 

Other  than  what  they  earn,  most  chief  executives  are 
not  really  rich.  The  average  value  of  stock  owned  by  the 


800  is  $1.7  million,  up  from  $876,000  the  year  before. 

In  counting  executive  stockholdings  we  include  shares 
beneficially  owned  by  the  executive — as  well  as  shares 
owned  by  spouses  and  children — even  if  the  executive  dis- 
claims beneficial  ownership.  We  include  shares  indirectly 
owned  through  interrelated  firms,  but  exclude  shares 
owned  by  charitable  trusts  or  foundations. 

Other  rules:  Forbes  does  not  count  the  value  of  unex- 
ercised stock  options.  Reason:  These  options  are  birds  in 
the  bush,  not  in  the  hand.  Unless  a  company  provides  an 
actual  figure  for  restricted  stock  that  becomes  vested,  we 
use  the  year's  average  of  the  high  and  low  stock.  The 
"stock  gains"  column  shows  the  value  of  options  exer- 
cised during  the  year,  less  the  shares'  purchase  price. 

The  tables  below  show  how  each  of  the  chief  executives 
ranks  among  the  total  group  of  800  and  within  his  or  her 
(the  list  includes  three  women)  own  industry.  The  listings 
are  ordered  alphabetically  by  industry  group.  Beginning 
on  page  206  is  an  alphabetical  list  of  all  the  800  compa- 
nies, with  information  on  their  bosses'  education,  tenure 
with  the  firm  and  other  personal  data.  H 
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Company/chief  executive   Rank  Compensation   —Stock  owned—  Company's 

among     in     salary    bonus    %      other    stock  gains   total       5-yr  total       %      mkt  value  total 
800  execs  industry  — ($tiiou) —  change*   ($thou)   ($mil)  returnt 


AEROSPACE  &  DEFENSE  M* 

dians 

Ml  Mi 

0.10% 

$11.5 

26% 

:  AlliedSignal/Lawrence  A  Bossidy 

40 

2 

2,000 

2,800 

10 

1,419 

7,005 

13.224 

46,986 

0.11 

22.2 

25 

;  Boeing/Philip  M  Condit 

193 

8 

695 

639 

43 

58 

2,533 

3,924 

NA 

 6 

1.0 

20 

:  Fairchild/Jeffrey  J  Sterner 

134 

5 

1,754 

3,750 

218 

23 

5,527 

14,492 

40.09 

89.2 

20 

:  General  Dynamics/James  R  Mellor 

150 

7 

670 

1,750 

0 

2,496 

4,916 

51,397 

0.53 

22.0 

32 

i  Litton  Industries/John  M  Leonis 

466 

11 

575 

600 

24 

7 

343'^ 

1,525 

4,494" 

0.02 

0.4 

14 

;  Lockheed  Martin/Norman  R  Augustine 

20 

1 

1,138 

1,600 

20 

1,321 

20,324 

24,383 

44,179 

0.06 

9.1 

29 

;  McDonnell  Douglas/Harry  C  Stonecipher 

390 

10 

886 

869 

-6 

141 

1,896 

5.047^ 

0.09 

10.9 

46 

i  Northrop  Grumman/Kent  Kresa 

314 

9 

835 

1,200 

18 

396 

2,431 

10.859 

0.37 

16.8 

30 

;  Raytheon/Dennis  J  Picard 

87 

3 

1,015 

1,870 

54 

4,148 

7,033 

25.848 

0.13 

13.3 

18 

i  Sundstrand/Robert  H  Jenkins 

549 

12 

650 

452 

NA 

83 

1,185 

NA 

0.13 

3.5 

18 

j  Textron/James  F  Hardymon 

148 

6 

1,050 

1,613 

11 

2,307 

4,970 

16,750 

0.02 

1.9 

27 

:  United  Technologies/George  David 

102 

4 

1,025 

1,350 

27 

124 

4,222 

6,721 

15,976" 

0.07 

12.1 

27 

BUSINESS  SERVICES  &  SUPPUES  Medians 

$612 

$550 

10% 

$241 

— 

$1,999 

$9,091 

0.21X 

$7.4 

j  AES/Dennis  W  Bakke 

540 

23 

410 

738 

41 

67 

— 

1,215 

4,323^ 

11.08 

531.3 

20 

:  Automatic  Data/Arthur  F  Weinbach 

337 

14 

475 

235 

NA 

459 

1,101 

2,269' 

NA 

0.06 

7.9 

14 

:'  Avery  Dennison/Charles  D  Miller 

92 

3 

797 

1,080 

8 

1,375 

3,644 

6,895 

16,506 

0.26 

11.6 

28 

:  K&R  Block/Frank  L  Salizzoni 

763 

29 

500' 

0 

NA 

— 

— 

500 

NA 

 6 

0.2 

1 

;  Browning-Ferris  Inds/Bruce  E  Ranck 

723 

26 

600 

0 

-40 

37 

— 

637 

NA 

0.05 

2.8 

8 

i  Ceridian/Lawrence  Perlman 

38 

1 

745 

683 

11 

1,117 

11,260 

13,804 

18,623 

0.08 

2.0 

28 

i  Cognizant/Robert  E  Weissman 

269 

9 

830 

802 

10 

1,207 

— 

2,839' 

8,182*" 

0.07 

3.8 

NA 

:  Comdisco/Jack  Slevin 

469 

20 

500 

580 

35 

429 

— 

1,509 

3,267* 

0.44 

6.3 

28 

;  Computer  SciencesA/an  B  Honeycutt 

725 

27 

625 

013 

27 

2 

— 

627 

NA 

0.05 

2.1 

22 

:  Corporate  Express/Jirka  Rysavy 

782 

30 

257 

0 

-28 

— 

— 

257» 

844* 

2.32 

21.7 

414 

i  Deluxe/John  A  Blanchard  III 

552 

24 

500 

618 

NA 

39 

— 

1,157 

NA 

0.04 

1.0 

0 

;  Diebold/Robert  W  Mahoney 

343 

15 

467 

499 

25 

1.248 

2,214 

8,796 

0.25 

6.4 

30 

i  Electronic  Data  Sys/Lester  M  Alberthal  Jr 

375 

17 

733 

1,000 

3 

241 

1,974 

NA 

0.19 

35.8 

9 

;  Equifax/Daniel  W  McGlaughlin 

317 

11 

454 

367 

58 

1,553 

2,374 

NA 

0.16 

7.4 

29 

:  First  Data/Henry  C  Duques 

186 

6 

612 

0 

22 

3,381 

3,993 

6,577 

 6 

 10 

24'" 

:  WW  Grainger/Richard  L  Keyser 

415 

19 

576 

588 

-2 

197 

408 

1,769 

4,438* 

0.11 

4.2 

6 

i  IKON  Office  Solutions/John  E  Stuart 

168 

4 

900 

900 

6 

1,836 

733 

4,369 

9,922" 

0.12 

3.8 

14 

:  Kelly  Services/Terence  E  Adderley 

500 

22 

676 

292 

9 

414 

1,382 

5.300 

5.40 

51.9 

1 

:  Manpower/Mitchell  S  Fromstein 

182 

5 

860 

3,211 

9 

8 

4,079 

14,908 

0.30 

9.4 

19 

:  Minn  Mining  &  Mfg/Livio  D  DeSimone 

203 

8 

971 

503 

16 

894 

1,420 

3,787 

12,388 

0.04 

13.7 

18 

;  Ogden/R  Richard  Ablon 

329 

13 

800 

800 

33 

148 

554 

2,302 

9,386 

0.58 

6,0 

5 

:  Olsten/Frank  N  Liguori 

196 

7 

1,008 

875 

-9 

1,991 

3,873 

27,564 

1.68 

22.7 

3 

:  Paychex/B  Thomas  Golisano 

752 

28 

466 

71 

7 

5 

542 

2,207 

12.31 

372.1 

45 

:  PHH/Robert  0  Kunisch 

407 

18 

777 

1,030 

65 

8 

1,815 

7,190 

0.46 

6.9 

25 

:  Pitney  Bowes/Michael  J  Critelli 

321 

12 

593 

730 

26 

885 

144 

2,352 

NA 

0.04 

3.5 

15 

:  Republic  Industries/H  Wayne  Huizenga 

0" 

0 

NA 

NA 

8.32 

755.4 

48 

:  Thermo  Electron/George  N  Hatsopoulos 

371 

16 

485 

550 

9 

7 

958 

1,9998 

10,089 

1.34 

56.1 

22 

:  Unisource  Wbrldwide/Ray  B  Mundt 

497 

21 

850' 

0 

NA 

540 

1,390 

NA 

0.21 

1.9 

NA 

:  USA  Waste  Services/John  E  Drury 

698 

25 

500 

200 

NA 

5 

7058 

NA 

1.61 

35.8 

18 

:  WMX  Technologies/Dean  L  Buntrock 

286 

10 

1,250 

0 

-61 

89 

1,395 

2,734 

13,667 

0.54 

81.9 

-3 

:  Xerox/Paul  A  Allaire 

72 

2 

958 

3,965 

18 

421 

2,645 

7,990 

24,075 

0.06 

11.0 

23 

CAPITAL  GOODS  Medians 

$722 

$859 

14% 

$467 

■  — 

$2,841 

$9,633 

0.13% 

$7.6 

,'ai% 

i  AGCO/Jean-Paul  Richard 

661 

27 

500' 

300 

NA 

800 

NA 

0.02 

0.3 

42'" 

i  Amer  Standard/Emmanuel  A  Kampouris 

207 

8 

683 

1,500 

21 

1,531 

3,714 

13,319" 

0.66 

22.5 

46'" 

i  Andrew/Floyd  L  English 

517 

26 

422 

852 

-26 

30 

1,304 

26,163 

5.84 

189.2 

67 

;  Case/Jean-Pierre  Rosso 

350 

18 

700 

1,283 

48 

163 

2,146 

5,707* 

0.09 

3.7 

44'" 

i  Caterpillar/Donald  V  Fites 

266 

13 

1,150 

1,151 

47 

555 

2,857 

9,564 

0.04 

5.8 

28 

:  Cooper  Industries/H  John  Riley  Jr 

461 

21 

694 

800 

89 

42 

1,536 

NA 

0.07 

3.5 

-1 

;  Danaher/George  M  Sherman 

32 

2 

675 

859 

-4 

63 

13,755 

15,352 

22,389 

0.31 

7.7 

29 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  Is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  *Percentage  change  is  for  com- 
bined salary  and  bonus.  tPive-year  annualized  total  return  as  of  Mar  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^'aidtodate.  ^Director's  fees  only.  "Four-year  total.  ^Three-year  total.  *Less  than  0.01%.  'Annualized  bonus.  *Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000.  "Includes  shares  indirectly  held.  '^Received  options  or  restricted  stock  In  lieu  of  portion  of  salary.  '■'Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
'"Return  is  for  less  than  5-year  period.  '*lncludes  value  for  Western  Atlas'  options  exercised.  "'Compensation  totals  paid  by  Dun  &  Bradstreet  prior  to  spinoffs  of  Cognizant  and  ACN'elsen.  "Does 
not  receive  a  salary  or  bonus  from  company.  NA:  Not  available. 
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Company/chief  executive   Sank  Compensation   —Stock  owned—  Company's 

among  in  salary  bonus  %  other  stock  gains  total  5-yr  total  %      mkt  value  total 

ftOO  execs  industry  —  ($thou)—  change*   ($thou)   ($mil)  returnt 

Deere  &  Co/Hans  W  Becherer  140  4  864  1,255  17  1,064  2,073  5,257  13,625  0.06  7.1  24 

Dover/Thomas  L  Reece  206  7  780  850  25  868  1,245  3,743  6.900^  0.10  6.3  23 

Eaton/Stephen  R  Hardis  275  15  722  1,024  21  953  85  2,784  NA  0.07  4.0  17 

Emerson  Electric/Charles  F  Knight  223  9  900  1,100  0  1,529  -  3,529  21,643  0.33  72.0  14 

General  Electric/John  F  Weich  Jr  13  1  2,300  4,000  20  20,083  6,216  32,598  72,898  0.03  44.7  25 

Harnischfeger  Inds/Jeffery  T  Grade  267  14  600  740  2  1,022  480  2,841  8,722  1.24  27.4  19 

Honeywell/Michael  R  Bonsignore  151  5  747  820  28  1,220  2,117  4,905  9,702'  0.10  9.1  16 

Hubbell/G  Jacl(son  Ratcliffe  201  6  600  700  24  64  2,474  3,838  8,782  0.41  11.6  15 

Illinois  Tool  Works/W  James  Farrell  501  25  454  500  39  424  —  1,378  NA  0.03  3.5  22 

Ingersoll-Rand/James  E  Perrella  244  12  738  1,050  15  651  768  3,206  8,237'  0.08  3.7  9 

Parker  Hannifin/DuaneE  Collins  487  24  783  612  4  33  —  1,428  4,821'  0.13  4.6  17 

Premark  Intl/James  M  Ringler  301  16  579  780  NA  1,241  —  2,600  NA  0.21  2.8  29 

Rockwell  Intl/Donald  R  Beall  224  10  908  2,000  3  280  324  3,511  15,571  0.21  27.6  NA 

Stanley  Works/John  M  Irani  468  22  800'  720'  NA  —  —  1,520  NA  0.23  7.6  14 

Timken/Joseph  F  Toot  Jr  481  23  694  500  14  51  219  1,464  4,691  0.11  1.9  18 

Trinity  Industries/W  Ray  Wallace  225  11  1,000  2,033  1  467  —  3,501  17,848  2.13  22.1  11 

Tyco  International/L  Dennis  Kozlowski  60  3  1,000  1,000  0  6,909  —  8,909  20,276  0.66  59.5  25 

UCAR  International/Robert  P  Krass  313  17  525  1,608  14  304  —  2,438  NA  0.72  13.7  26" 

Westinghouse/Michael  H  Jordan  367  19  1,000  1,000  -20  20  —  2,020  7,015'        — '  0.9  1 

York  International/Robert  N  Pokelwaldt  435  20  618  543  -4  515  —  1,676  9,345  0.44  7.7  6 

Air  Prods  &  Chems/Harold  A  Wagner  411  14  738  473  -9  25  561  1,797  6,510  0.07  5.5  12 

Albemarle/Floyd  0  Gottwald  Jr  695  26  665  0  -20  4  41         710  2,314^  11.56  119.3  12" 

Cabot/Samuel  W  Bod  man  120  4  675  650  -8  1,218  3,274  5,817  11,042  1.56  26.6  21 

Dow  Chemical/William  S  Stavropoulos  258  7  747  760  18  441  1,050  2,998  NA  0.02  3.9  11 

du  Pont  de  Nemours/John  A  Krol  271  8  900  1,500  38  27  389  2,816  NA  0.03  17.2  21 

Eastman  Chem/EarnestWDeavenportJr    430  17  608  443  -20  646  —  1,697  7,012  0.04  1.8  7" 

FMC/Robert  N  Burt  464  18  757  208  -3  560  —  1,526  9,078  0.22  4.8  6 

BF  Goodrich/David  L  Burner  573  22  488  487  NA  111  —  1,086'  NA  0.10  2.1  13 

WR  Grace/Albert  J  Costello  325  11  900  582  NA  839  —  2,321  NA  0.09  3.0  14 

Great  Lakes  Chem/Robert  B  McDonald  644  25  645  165  -13  57  —         867  2,411*  0.09  2.4  -4 

Hercules/R  Keith  Elliott  630  24  600  233  NA  85  —         918'  NA  0.22  8.8  22 

IMC  Global/Wendell  F  Bueche  293  10  545  425  -2  1,702  —  2,671  5,621'  0.06  2.1  7 

IntI  Flavors  &  Frags/Eugene  P  Grisanti  108  2  890  223  -13  5,437  —  6,549  24,016  0.11  5.2  7 

Lubrizol/William  G  Bares  541  19  540  299  14  41  332  1,212  NA  0.20  3.8  2 

Lyondell  Petrochem/Dan  F  Smith  413  15  600'  242  NA  516  423  1,781  NA  0.06  0.9  4 

Monsanto/Robert  B  Shapiro  114  3  800  2,120  52  1,744  1,493  6,157  11,953*  0.07  16.1  28 

Morton  International/S  Jay  Stewart  273  9  661  655  -3  1,264  221  2,801  13,608'  0.11  6.5  18 

Naico  Chemical/Edward  J  Mooney  564  20  510  285  1  111  207  1,113  3,964'  0.07  1.6  5 

Olin/Donald  W  Griffin  427  16  550  703  40  461  —  1,714  NA  0.07  1.4  15 

PPG  Industries/Jerry  E  Dempsey  243  6  662  1,400  -1  59  1,089  3,210  8,664'  0.02  1.4  16 

Praxair/H  William  Lichtenberger  31  1  668  1,200  15  12,800  929  15,597  21,032  0.17  12.4  26" 

Rohm  and  Haas/J  Lawrence  Wilson  381  13  682  300'^  19  551  313  1,946  7,729  0.12  5.3  11 

Sherwin-Williams/John  G  Breen  232  5  825  715  12  263  1,546  3,349  13,019  0.45  20.8  17 

Sigma-Aldrich/Carl  T  Cori  586  23  690  135  -4  211  —  1,036  6,003  0.30  8.6  7 

Terra  Industries/Burton  M  Joyce  566  21  543  450  15  118  —  1,111  4,923  0.29  2.9  21 

Union  Carbide/William  H  Joyce  366  12  738  1,050  30  262  —  2,049  4,970*  0.21  12.3  37 

Adaptec/F  Grant  Saviors  255  42  468  533  NA  3  2,037  3,041  NA  0.10  3.7  56 

ADC  Telecom/William  J  Cadogan  174  31  493  214  -11  46  3,519  4,273  11,025  0.13  4.1  50 

Adobe  Systems/John  E  Warnock  290  45  429  210  -5  27  2,030  2,696  7,429  1.17  34.9  10 

Advanced  Micro/'A/alter  J  Sanders  III  166  28  1,038  2,000  1  1,351  —  4,389  55,333  0.19  10.2  19 


Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  tPive-vear  annualized  tolal  return  as  of  Mar  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^aidtodate.  ^Director's  fees  only,  'foi.r-ysar  total.  *rhree-yeai  total.  \ess  than  0.01%.  'Annualized  bonus,  ^rior-year  data,  ^ew  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000  "Includes  shares  indirectly  htld.  "deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
"Return  Is  for  less  than  5-year  pei):rf  N.A:  Not  av^'iable 
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As  tax  laws  cut  deeper  into  the  level  of  benefits  that  can  he 
provided  to  highly  compensated  executives  under  qualified 
retirement  plans,  the  prevalence  of  nonqualified  retirement 
arrangements  is  increasing. 

Now  companies  can  fill  the  void  created  by  government 
limitations  through  the  adoption  of  a  nonqualified 
deferred  compensation  plan. 


Maximizing  Tax  Deferral 
Through  the  Use  of 
Nonqualified  Plans 


The  design  of  the  plan  may  include: 

•  Full  benefit  security 

•  Ability  to  defer  salary,  bonus  and  stock  option  gains 

•  Above  market  interest  rates 

•  Flexible  payout  options  to  meet  short-term 
or  retirement  needs 


Call 

C800J  405^911 

to  obtain  a  free  copy  of  the  Ten  Tilings  You 
Should  Know  When  Designing  a  hfonqnulified 
Deferred  Compensation  Plan"  or  to  order  a  copy 
ofCRG's  1996/1997  'Executive  Benefits  Survey 
of  Current  Trends" 


CRG 


Compensation  Resource  Group.  Inc.* 

Pasadena  Headquarters 
Atlanta  •  Boston  •  Chicago  •  Cleveland  •  Dallas  •  Denver  •  Phoenix 
San  Francisco  •  Seattle  •  Washington,  D.C. 
Internet:  http://www.crgVv'orld.com 
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ocn 
^bU 

10  07 

Cyl 0  Q 

oc 
LO 

Cadence  Design/Joseph  B  Costello 

478 

59 

600 

873 

9 

2 

— 

1,475 

5,548 

0.66 

17.0 

31 

:  Cascade  Commun/Daniel  E  Smith 

9 

3 

215 

140 

29 

— 

35,198 

35,552 

38,130' 

0.11 

2.7 

102" 

Ciena/Patrick  H  Nettles 

781 

91 

174 

154 

NA 

— 

— 

328 

NA 

3.61 

86.9 

NA 

Cincinnati  Bell/John  T  LaMacchia 

416 

54 

525 

473 

-3 

10 

761 

1,768 

4,228' 

0.08 

2.9 

31 

:  Cisco  Systems/John  T  Chambers 

c 
D 

ocn 

OCQ 

3/ 

0 

L 

00  CQVl 

00  01^ 

C7  1  075 
01 ,11/ 

n  n7 
U.U/ 

010 

CQ 
30 

Citizens  Utilities/Leonard  Tow 

115 

23 

1,325 

0 

-34 

4,501 

200 

6,026 

26,223 

2.36" 

65.5 

5 

Compaq  Computer/Eckhard  Pteiffer 

15 

6 

1,250 

3,000 

17 

1,250 

23,546 

29,046 

69,793 

0.02 

3.7 

54 

Computer  Associates/Charles  6  Wang 

18 

8 

1,000 

5,000 

7 

20,333 

— 

26,333 

45,200 

4.35 

681.9 

42 

Compuware/Peter  Karmanos  Jr 

720 

82 

636 

0 

3 

5 

641 

8,930 

16.19 

929.9 

23" 

Corning/Roger  G  Ackerman 

1  7C 

1/b 

00 

coo 

ono 

/yd 

C  0 

62 

1  noc 

1,92b 

0  1  c 

81b 

yl  o  1  0 

4,218 

NA 

n  1  n 
0.10 

inn 
10.9 

0 

8 

Dell  Computer/Michael  S  Dell 

489 

61 

569 

731 

59 

117 

— 

1,4178 

3,801 

17.60 

2,483.9 

62 

Digital  Equipment/Robert  B  Palmer 

512 

63 

900 

0 

-29 

355 

64 

1,319 

4,375« 

0.02 

0.8 

-13 

DSC  Communications/James  L  Donald 

50 

13 

999 

0 

9 

1,386 

8,081 

10,467 

65,616 

0.86 

20.3 

51 

EMC/Michael  C  Ruettgers 

131 

25 

398 

661 

65 

2 

4,488 

5,549 

27,361 

0.14 

13.1 

75 

Excel  Communications/Kenny  A  Troutt 

OCT 

A  0 

43 

1,500 

1,500 

-11 

1 

3,001 

NA 

59.27 

838.3 

NA 

Frontier/Ronald  L  Bittner 

694 

79 

700 

0 

-43 

11 

— 

711 

4,716 

0.09 

2.4 

7 

Gateway  2000/Theodore  W  Waitt 

5 

2 

585 

380 

15 

— 

80,361 

81,326 

145,195 

46.24 

1,970.3 

34" 

General  Instrument/Richard  S  Friedland 

676 

76 

750 

0 

-7 

5 

— 

755 

NA 

0.07 

2.0 

28" 

GTE/Charles  R  Lee 

129 

24 

975 

1,553 

10 

2,492 

558 

5,578 

16,782 

0.01 

5.4 

15 

Harris/Phillip  W  Farmer 

one 
295 

4b 

533 

508 

23 

1,473 

142 

2,656 

NA 

0.26 

8.3 

24 

Hewlett-Packard/Lewis  E  Piatt 

217 

38 

1,638 

184 

19 

44 

1,716 

3,581 

10,467 

0.04 

20.0 

23 

Informix/Phillip  E  White 

209 

36 

462 

0 

-44 

4 

3,219 

3,685 

26,609 

 6 

 10 

33 

Ingram  Micro/Jerre  L  Stead 

— 

— 

012 

0"  NA 

— 

— 

— 

NA 

0.15 

4.5 

NA 

Intel/Andrew  S  Grove 

3 

1 

425 

2,578 

9 

348 

94,587 

97,937 

117,320 

0.13 

137.5 

59 

IBM/Louis  V  GerstnerJr 

51 

14 

1,500 

3,270 

0 

2,201 

3,489 

10,460 

36,845' 

0.03 

22.4 

13 

Linear  Technology/Robert  H  Swanson  Jr 

389 

52 

234 

958 

31 

33 

671 

1,897 

4,870 

0.30 

10.5 

39 

Loral  Space  &  Comm/Bernard  L  Schwartz 

546 

65 

956' 

0 

-85 

237 

1,193 

62,556's 

1.80 

48.3 

NA 

LSI  Logic/Wilfred  J  Corrigan 

696 

80 

686 

0 

-48 

24 

710 

9,791 

4.89 

235.6 

56 

Lucent  Technologies/Henry  B  Schacht 

628 

70 

900' 

0 

NA 

22 

922 

NA 

 6 

1.6 

NA 

Maxim  Integrated  Prod/John  F  Gifford 

96 

19 

264 

NA 

6,564 

6,828 

19,916 

0.85 

24.8 

54 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  tFive-yeji  a;i-:i,il^'.  A  total  return  as  of  Mar.  31  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Sen/ices:  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^aidtodate,  ^lirector's  f.'es  onlv  'fr  '-vear  total.  *Three-year  total.  ^Less  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  'New  CEO;  compensation  may  be  for  anottier  executive 
office,  'less  than  $100,000.  "Intiu  ■  'nircctly  held,  "deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 

"Return  is  for  less  than  5-year  period  -  nipensation  u.^id  by  Loral  prior  to  merger  with  Locktised  Martin  and  distribution  of  Loral  Space  &  Communications.  NA:  Not  available. 
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Ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  prevention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


IT  LOOKS  EVEN  SCARIER 
ON  A  BALANGE  SHEEJ., 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  world,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper. 


'''^^'rORV  MUTUAL  S^S^^^ 


51997,  Allendale  Insurance.  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919 


Company/chief  executive 

 Rank 

-  Compensation  — 

— Stock  owned — 

Company's 

ainons 

ill 

salary 

bonus 

% 

other 

stock  gains  total 

5-yr  total 

% 

mkt  value 

total 

800  execs  industry 

— ($thou)— 

Change* 

-{$thou)  

($mil) 

returnt 

$587 

1415 

9% 

$29 

— 

$2,192 

$11,373 

0.19% 

$11.3 

Pfioi  uuiniiiuniLdUUii/u(. I  ii'i  '  dyiui 

745 

85 

565 

0 

NA 

6 

57P 

NA 

0,08 

20.6 

17 

Moricpl/DiA/iaht  A  ^tpffonQPn 
IflCI  IdCl/ U WI51 1 1  n  OlCMLfloCIl 

681 

77 

505' 

238' 

NA 

743 

NA 

-30 

Miprnn  Tophnnlnoru/Qtoi/on  R  Annlpffin 
lYIICrUll  ICl/llilUIUgy/olcvcll  i\  npiJIClUM 

154 

27 

526 

1,553 

23 

30 

2,739 

4,847 

12,346^ 

0,04 

3,5 

CQ 
DO 

:  Microsoft/William  H  Gates 

747 

86 

341 

222 

35 

— 

— 

563 

2,139 

23.67 

27,733,0 

36 

;  Molex/Frederick  A  Krehbiel 

525 

64 

435 

359 

-18 

245 

232 

1,270 

4,425 

10,84 

412.9 

18 

Mnlnrnla/PhrictfinhDr  R  n^l\/in 
IVIUIUI  Uld/ vlK  loLupilci  0  UalVIII 

:  249 

40 

990' 

590 

NA 

1,549 

3,129 

NA 

0.19 

66.5 

27 

M^tl  ^pmirnnHiirtnr/Rri^in  1  H^ll/i 

ndU  oCIIIIUUIIUlllf  lUI  /  Dl  la  1 1  L  ilalla 

786 

jj 

40^ 

0 

NA 

40 

NA 

0.15 

5.6 

23 

170 

29 

659 

773 

NA 

2,907 

4,339 

NA 

0.01 

0.4 

(NA 

:  Nextel  Commun/Daniel  F  Akerson 

701 

81 

400' 

300 

NA 

3 

— 

703 

NA 

— 

— 

-1 

:  Novell/Eric  Schmidt 

608 

69 

600' 

375' 

NA 

— 

— 

975 

NA 

0.26 

8.6 

-20 

NunpY/lv/;4n  H  ^PiHpnhprp 

njllCA/lVall  U  OCIUCMUCIg 

197 

35 

695 

1,063 

18 

820 

1,291 

3,870 

7,163^ 

0.01 

2.1 

11 

nrarlp/l  ;iwrpnrp  1  FIM^inn 

26 

1(1 

1  000 

1,331 

-30 

16,743 

19,074 

38,878 

22.37 

5,512.9 

67 

PanAiTi*iat/FrpHprirk  A  1  ^ndm^n 
railniiiOciL/ r  1  cuci  iUr\  n  LOiiuiiiaii 

384 

50 

600 

375 

26 

950 

1925 

3,3025 

5.18 

145.1 

CO  14 

53' 

i  Parametric  Tech/Steven  C  Walske 

22 

9 

330 

700 

29 

3 

19,663 

20,697 

60,981 

0.72 

37.9 

45 

:  PeopleSoft/David  A  Duffield 

780 

90 

220 

126 

6 

4 

— 

350 

1,475 

27.16 

1,053,8 

71'" 

Qualcomrn/lrwin  IVI  Jacobs 

185 

34 

476 

200 

6 

47 

3,294 

4,018 

21,226 

4.18 

140,9 

37 

niiyintiini/Mirh?ipl  A  Rrnwn 

i4uaii luiii/ 111  1  u n u G 1  r\  u  1  u vv  1 1 

636 

71 

453 

0 

-45 

4 

437 

894 

NA 

 6 

 10 

21 

Raurhpm/Rirharfl  A  Kashnnw 

Ita J vil will/ 1  \  1    1 1 □  1  u  n  i\aoiMiuvv 

183 

33 

650' 

200 

NA 

3,202 

4,052 

NA 

0.06 

2,0 

20 

\  SBC  Commun/Edward  E  Whitacre  Jr 

107 

21 

900 

2,500 

46 

3,186 

— 

6,586 

23,213 

0.03 

14,3 

NA 

]  SCI  Systems/Olm  B  King 

279 

44 

504 

810 

43 

18 

1,429 

2,761 

5,640 

3.42 

50.7 

NA 

•  S63g3t6  Technology/Alan  F  Shugart 

62 

15 

681 

447 

0 

313 

7,290 

8,730 

28,774 

0.38 

42.7 

47 

'  Silicon  Gr3phics/Edward  R  McCrackGn 

663 

74 

755 

0 

-46 

42 

797 

8,155 

0.17 

5.2 

14 

:  Solectron/Koichi  Nishimura 

652 

73 

464 

360 

5 

5 

830 

7,993 

0.10 

2.7 

36 

:  So  New  Eng  Telecom/Daniel  J  Miglio 

664 

75 

466 

281 

29 

23 

27 

796 

3,085 

0.01 

0.3 

9 

:  Sprint/William  T  Esrey 

152 

26 

988 

2,280 

121 

708 

917 

4,893 

16,131 

0.08 

15.1 

23 

:  Stor3ge  Technology/David  E  Weiss 

433 

55 

497 

835 

NA 

347 

1  679 

NA 

0.02 

0.6 

-8 

•  Sun  Microsystems/Scott  G  McNealy 

85 

18 

600 

1.698 

-23 

g 

4  903 

7  207 

15  833 

1.92 

1P9  3 

32 

'■  Tech  Dsts/Steven  A  Rayrnund 

463 

58 

500 

1,025 

91 

10 

1535 

4,574 

8.05 

82.0 

21 

;  Tele  &  D3t3  Systems/LeRoy  T  Carlson  Jr 

735 

84 

440 

140 

15 

22 

— 

602 

2,671 

1.71 

39.6 

4 

i  Tell3bs/Michael  J  Birck 

687 

78 

367 

195 

14 

160 

— 

722 

4,730 

11.05 

791.5 

87 

'.  Tersdyne/Alexander  V  d'Arbeloff 

491 

62 

382 

367 

_1 

45 

fil  7 

1  41 1 

8  (11 1 

9  1(1 

29 

Tex3S  Instrudients/Thomas  J  Engibous 

753 

87 

510 

0 

NA 

15 

525 

NA 

0.02 

9  fi 

37 

3Com/Eric  A  Benhamou 

45 

12 

590 

0  J 

20 

1 

1  1  ^8fi 

L L , JOU 

19  ni  1 

99  94^ 

n  9'i 

19  "i 

59 

360°  Commun/Dennis  E  Foster 

571 

66 

377 

335 

80 

384 

1,096 

NA 

0.05 

1.0 

-30" 

U  S  West  Commun/Solomon  D  Trujillo 

642 

72 

432 

384 

27 

60 

876 

NA 

0.01 

1.5 

5 

Unisys/James  A  Unruh 

486 

60 

824 

585 

76 

21 

1,430 

7,403 

0,20 

2.1 

-9 

US  Robotics/Casey  G  Cowell 

10 

4 

520 

2,910 

23 

17 

30,522 

33,969 

55,890 

1,55 

70.0 

65 

V3ri3n  Associ3tes/J  Tracy  O'Rourke 

64 

16 

769 

1,557 

4 

2,274 

4,039 

8,639 

23,374 

0,27 

4.1 

23 

Western  Digitsl/Charles  A  Haggerty 

408 

53 

630 

593 

8 

80 

501 

1,804 

4,6995 

0,43 

11.7 

71 

WorldCom/Bernard  J  Ebbers 

239 

39 

935 

2,338 

10 

5 

3,277 

16,321 

1,48 

296,7 

18'" 

Xilinx/Willem  P  Roelandts 

763 

88 

500' 

NA 

500 

NA 

42 

CONSTRUCTION  Medians 

$530 

$400 

1% 

noz 



$1,244 

$14,S51 

0.16% 

$1.6 

9% 

Centex/Laurence  E  Hirsch 

604 

7 

530 

400 

18 

53 

983 

14,003 

1,33 

13.2 

9 

Fluor/Leslie  G  McCraw 

237 

2 

830 

975 

13 

1,475 

3,280 

16,123 

0.17 

7.4 

7 

Foster  Wheeler/Richard  J  Swift 

496 

4 

605 

321 

1 

470 

1,395 

4,661' 

0.04 

0.6 

9 

L3farge/John  M  Piecuch 

689 

10 

425' 

47 

NA 

165 

83 

719 

NA 

 6 

 10 

10 

M3$co/Richard  A  Manoogian 

296 

3 

972 

382 

-4 

1,294 

2,648* 

37,100 

0.64 

38,1 

8 

Owens  Corning/Glen  H  Miner 

184 

1 

900 

900 

-20 

2,220 

4,020 

15,699 

0.25 

5,1 

3 

Pulte/Robert  K  Burgess 

648 

8 

400 

450 

0 

2 

852 

8,365 

0,02 

0,1 

2 

Schuller/Charles  L  Henry 

499 

5 

650' 

650' 

NA 

82 

1,382 

NA 

0.16 

2,6 

23 

Turner/Ellis  T  Gravette  Jr 

772 

11 

440' 

0 

NA 

440 

NA 

0.17 

0,1 

4 

USG/William  C  Foots 

532 

6 

500 

478 

48 

102 

164 

1,244 

NA 

0,10 

1,6 

84 

VulC3n  M3terials/Donald  M  James 

660 

9 

378 

360 

NA 

64 

802' 

NA 

0.02 

0.3 

14 

Rank  Is  based  on  total  compensate  i  v  i;<tr;':,?  'is.^al  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  Includes  all  classes  of  common,  *Percentage  change  is  for  com- 
bined salary  and  bonus,  tfive-yw;  3  1  rfturn  as  of  (v'at  31  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets,  'Annualized 
salary,  ^aidfodate,  'Director's  Iti  , :  jrtetal  •Thrte-ieai  total,  -tess  than  0,01%.  'Annualized  bonus,  ¥rior-year  data,  'New  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000,  "Incluilto    '.ui  .i  unectiy  held.  ''*Rece!7fcd  options  or  restricted  stocK  in  lieu  of  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus, 
'"Return  is  for  less  than  5-year  period,  NA:  Not  available 
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A    moment    o  t    personal  delight 


MANDARIN  ORIENTAL 
HONG  KONG 

SM 


Mandarin  Oriental:  5  Ctmnauglit  Road  Central,  Hong  Kong  Telephone:  (852)  2522  0111  Facsimile:  (852)  2810  bl^Xf^Tj^eadinfllotelsofth^orU 
Bangkok  •  Hawaii  •  Hong  Kong  •  Jakarta  *  London  •  Macau  •  Manila  •  San  I'rancisco  •  Singapore  •  Suraliaya  •  Kuala  Luiiipin-  {\'~)'~)7) 
Reservations:  USA/Canada/Mexico  (800)  526  6566,  or  call  your  travel  professional. 
Internet:  kttp://niandarin-o riental.com 


Company/chief  executive 

 Rank 

-  Compensation  — 

— Stock  owned — 

Company's 

ainoni! 

in 

salary 

bonus 

% 

other 

stock  gains  total 

5-yr  total 

% 

mkt  value 

total 

iM  execs  industry 

— ($thou)—  change* 

-($thou)  

($mil) 

returnt 

■J.!)l!ll'IJ:i.UI:M:in^....;^..^.mM 

$761 

>7es 

IIK 

1312 

$2,127 

$9,441 

0.20% 

17.2 

ta% 

i  Armstrong  World  Ind/George  A  Lorch 

299 

1  r\ 
lU 

GO'S 

l.lbb 

1  7 
1  / 

9  Kl  Q 

fi  79  H 

n  on 

9 

ly 

j  Black  &  Decker/Nolan  D  Archibald 

30 

J 

yuu 

1  /199 

^  1 

4,  JOU 

9  Hif, 

S,  JdO 

1  7,  J  J  J 

0  1  Q 
U.  1  J 

J.J 

7 

j  Brunswick/Peter  N  Larson 

no 

13 

oUU 

l,Jo/ 

MA 

1  1  Q 

lis 

Mi 

n  OK 

7  1 
/.I 

1  c 

lb 

•  P  hritr  lor /Dn  hart  1  Potnn 

•  bnrysier/KuDen  j  taion 

42 

1,438 

4,500 

66 

2,248 

4,439 

12,625 

34,221 

0.04 

7.3 

31 

i  Collins  &  Aikman/Ihomas  E  Hannah 

516 

23 

525 

761 

61 

19 

1,305 

3,518* 

 6 

 10 

-5'^ 

1  Cummins  Engine/James  A  Henderson 

439 

20 

113 

334 

1  0 

-Is 

ROC 

bob 

1  C^  9 

C  9095 

f\  OQ 

C  1 

b.l 

1  0 

12 

:  Dana/Southwood  J  Morcott 

oUU 

11 

y4b 

ot; 

yz 

cnc 
bUb 

9  Kn? 

1U,44U 

n  1 9 

U.  l£ 

4.U 

1  A 
14 

i  Echlin/Larry  W  IVicCurdy 

NA 

M  A 

NA 

MA 

MA 
NA 

1  7 
1/ 

298 

9 

111 

1,251 

3 

1,263 

2,625 

17,205 

21.04 

208.2 

5 

i  Ford  Motor/Alex  Trotman 

69 

4 

1,917 

2,500 

-2 

2,458 

1,323 

8,198 

28,929^ 

0.04 

16.5 

15 

:  General  Motors/John  F  Smith  Jr 

11/ 

r 

5 

1,/bO 

l,bUU 

0  on7 

6ol 

U.Ui! 

ob 

11 

;  Genuine  Parts/Larry  L  Prince 

ObU 

oc 

bUU 

CO  1 

bzl 

1 1 

0 
L 

1  1  9Q 

A  Q7n 

4,y/u 

U.Uo 

4.b 

1 1 
1 1 

;  Goodyear/Samir  G  Gibara 

0  1  c 

1  0 

oUU 

771 
/  /  1 

ob 

Job 

9  OQQ 

MA 
INA 

6 

U./ 

1  0 

Uarlpv-n^iuiri^nn/Rirh Arii  F  Jpprlink 
nai icy  Uaviuouii/ r\iuiia( u  i  icciiiiia 

514 

22 

519 

715 

25 

7i 

1,308 

11,295 

0.42 

12.2 

18 

:  ITT  Industries/Travis  Engen 

355 

15 

783 

938 

31 

27 

370 

2,118 

NA 

0.03 

0.9 

-3'< 

]  

:  Johnson  Controls/James  H  Keyes 

■507 

39/ 

1  0 

lo 

700 

/oo 

c  71: 

b/b 

0 

L 

C  1  0 

bl3 

1  07C 

l,o/b 

0  1  nc 

y,iub 

0.15 

A  0 

4.0 

1  o 

18 

;  Lear/Kenneth  L  Way 

C  r 

bb 

0 

/bO 

7CQ 

/by 

0 

L 

QO 

0  117 
0,11  / 

0  CCQ 

y,bbo 

1 1  n79 

n  90 

0.2o 

C  A 

b.4 

on  14 

:  Leggett  &  Platt/Harry  M  Cornell  Jr 

coo 

b28 

0  c 

25 

c  c  c 

bob 

1  7  1^ 
1/'" 

-4  b 

1  00 

lo3 

1  oco 
l,2b3 

0  00/1 

0  7  0 
1. 16 

oc  0 

0  0 

28 

■  Mitvt^cr/l  ponard  A  H^HIpv 

iTia  J  lag/ LCUM  o  1  u  n  iiduicy 

396 

17 

648 

600 

25 

629 

1,877 

6,583 

0.18 

3.9 

5 

:  Navistar  Intl/John  R  Home 

678 

28 

650 

0 

-33 

96 

746 

2,295* 

0.19 

0.9 

-24 

:  newrell  Lo/WiMiam  r  bovey 

CIO 

319 

oyl 
24 

7nn 
/UU 

C70 

b/j 

0 
0 

lb 

1  000 

l,2oo 

C  C9  1 

n  00 
U.22 

ion 
12. U 

lU 

:  Paccar/IVlarK  C  Higott 

ceo 

658 

07 

21 

498 

212 

NA 

98 

808' 

NA 

0.60 

17.0 

13 

i  Rubbermaid/Wolfgang  R  Schmitt 

351 

14 

448 

434 

11 

1,253 

2,136 

9,431 

0.19 

7.0 

-4 

;  Shaw  Industries/Robert  E  Shaw 

369 

16 

1,000 

1,000 

14 

5 

2,005 

9,441 

5.46 

,  94.7 

1 

;  Sunbeam/Albert  J  Dunlap 

141 

7 

1,000' 

0 

NA 

4,237 

5,237 

NA 

1.57 

43.2 

2214 

j  TRW/Joseph  T  Gorman 

^  126 

6 

1,075 

3,902 

3 

755 

5,732 

24,220 

0.13 

8.1 

21 

;  Tupperware/Warren  L  Batts 

292 

8 

539' 

1,021 

NA 

1,120 

2,680 

NA 

0.91 

19.6 

NA 

!  US  Industries/David  H  Clarke 

421 

19 

750 

750 

NA 

239 

1,739 

NA 

0,73 

13.1 

62'^ 

i  Whirlpool/David  R  Whitwam 

472 

21 

925 

475 

-3 

99 

1,499 

21,826 

0.23 

8.1 

4 

CONSUMER  NONDURABLES 

Medians 

$930 

$9M 

m 

$1,029 

$49 

$4,064 

$13,$20 

0.10% 

$25.7 

19% 

Avon  Products/James  E  Preston 

118 

5 

610 

562 

18 

1,573 

3,180 

5,925 

14,839 

0.10 

7.5 

21 

Clorox/G  Craig  Sullivan 

467 

15 

674 

572 

8 

180 

99 

1,524 

6,080 

0.04 

2.5 

23 

Colgate-Palmolive/Reuben  Mark 

75 

1 

1,021 

1,656 

35 

3,815 

1,426 

7,918 

60,590 

0.42 

66.6 

18 

Eastman  Kodak/George  M  C  Fisher 

119 

6 

2,000 

1,987 

-7 

1,925 

5,912 

23,689' 

0.06 

15.2 

22 

;  Estee  Lauder  Cos/Leonard  A  Lauder 

172 

9 

1,600 

1,701 

43 

994 

4,295 

NA 

48.49 

2,473.9 

25" 

Fort  Howard/Michael  T  Riordan 

616 

18 

459 

468 

NA 

34 

960' 

NA 

0.04 

0.8 

57'^ 

Fruit  of  the  Loom/William  Farley 

139 

8 

950 

1,900 

200 

2,500 

5,350 

13,329 

9.56 

300.5 

3 

]  Gillette/Alfred  M  Zeien 

101 

3 

1,275 

1,700 

23 

190 

3,607 

6,772 

25,473 

0.13 

61.2 

27 

Hasbro/Alan  G  Hassenfeld 

476 

16 

958 

450 

23 

78 

1,486 

9,858 

3.41 

111.9 

13 

James  River  Corp  Va/Miles  L  Marsh 

270 

12 

858 

900 

NA 

1,065 

2,823 

NA 

0.19 

4.7 

11 

Kimberly-Clark/Wayne  R  Sanders 

80 

2 

800 

895 

3 

1,239 

4,764 

7,698 

13,911 

0.03 

8.0 

17 

Liz  Claiborne/Paul  R  Charron 

202 

10 

894 

1,208 

5 

1,732 

3,834 

7,912* 

0.25 

8.6 

4 

IVIattel/Jill  E  Barad 

^  105 

4 

920 

280 

NA 

2,308 

3,112 

6,520' 

NA 

0.11 

7.5 

17 

NIKE/Philip  H  Knight 

307 

13 

939 

916 

12 

686 

2,541 

•8,407 

33.34 

5,561.7 

31 

Procter  &  Gamble/John  E  Pepper 

238 

11 

1.110 

on 

16 

285 

1,884 

3,279 

NA 

0.06 

48.4 

20 

Reebok  International/Paul  B  Fireman 

569 

17 

1.000 

0 

0 

101 

1,101 

7.845 

18.16 

468.5 

9 

Service  Corp  Intl/Robert  L  Waltrip 

136 

7 

844 

2,171 

10 

1,958 

424 

5,396 

29,970 

0.46 

36.2 

29 

VF/Mackey  J  McDonald 

322 

14 

700 

1,537 

150 

10 

98 

2,345 

NA 

0.03 

1.5 

11 

Rank  Is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr  16  stock  price  and  Includes  all  classes  of  common.  *Percentage  change  Is  for  com- 
bined salary  and  bonus.  tFive  /ear  annualized  total  retum  as  of  Mar  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^^aid  to  date  -OirK;nr  s  fees  only,  ''four-year  total.  'Three-year  totaL  less  than  0.01%,  'Annualized  bonus.  %or-year  data,  'New  CEO;  compensation  may  be  for  another  executive 
office.  "Less  titan  $i  Gi'  0:!ii    ''Include.^  shares  indirectly  heic'  "deceived  cpticns  or  restricted  stock  in  lieu  of  portion  of  salary.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
"Return  is  for  less  than  '■  v^^r  pt-vM.  'i.'  Not  available. 
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"The  Web  gives 
access  to  worldwide 
information. 
I  want  an  airline 
that  gives  my 
AAdvantage'^ 
account  access 
to  worldwide 
mileage. " 


With  Japan  Airlines, 
you  can  link  your 
miles  to  some  of 
the  world's  best 
mileage  programs. 


Your  Needs.  Your  Airline 


Japan  Airlines  knows  that  although  you  may  fly  us  to  Asia,  your 
preferred  mileage  program  may  be  with  another  airline.  Which  is  why 
we  make  it  easy  for  you  to  apply  your  miles  to  other  major  carriers. 
So  when  you  fly  JAL,  you  not  only  enjoy  world  class  comfort  and 
service,  you  enjoy  the  freedom  to  use  your  mileage  where  you  see 


fit,  whether  it's  with  American  Airlines'^'  AAdvantage,  Air  France 
Frequence  Plus  or  our  own  JAL  Mileage  Bank.*  Perhaps  it's  this  kind  of 
concern  for  your  needs  that  has  made  Japan  Airlines  the  airline  of 
choice  for  Tim  Brady  and  other  experienced  business  travelers  to  Asia 
for  over  40  years.  Call  1-800-JAL-FONE  for  more  information. 


slnctions  apply  Mileage  cdnnoi  U:  appliefJ  to  more  than  one  airline's  ftequeni  flyer  program  Japan  Airlines  and  Air  France  reserve  the  iighi  lo  change  iheir  mileage  programs  ai  tjny  time  wiltioul  n 
American  Airlines  and  AArJi/anlage  are  legisteted  ijadematks  of  American  Airlines  Inc  American  Airlines  reserves  ihe  righl  to  change  the  AAdvanlage  program  al  any  time  wiilioui  nolice 


ATLANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 


J4L 


Japan  Airlines 


A    WORLD    OF  COMFORT. 


Company/chief  executive   Rank  Compensation   —Stock  owned—  Company's 

among  in  salary  bonus  %  other    stock  gains  total  5-yr  total  %      mkt  value  total 

eoo  execs  industry  —  ($thou)—  change*   ($thou)                                ($mil)  returnt 

■  I  III  II I  ill  III  \}MWW"''^'TWKMrTWriBKMTWK^^ 

i  Allegheny  Power/Alan  J  Noia  650  33  360  254  NA  224  —  838  NA  0,01  0.4  14 

:  American  Electric/E  Linn  Draper  Jr  428  8  720  282  9  708  —  1.710  5,166  0,02  1.7  13 

;  American  Water  Work/George  W  Johnstone  719  44  454  120  29  69  —  643  2,448  0,11  1,9  18 

^  Baltimore  G&E/Christian  H  Poindexter  520  16  567  213  -1  506  —  1,286  3,802  0,06  2.4  13 

;  Boston  Edison/Thomas  J  May  662  34  464  325  11  9  —  797  2,202^  0.03  0.4  10 

rcaroiina  Pwr  &  Lt/William  Cavanaugh  III  574  26   :    525  315  NA  245  —  1,085'  NA  0.02  1.3  13 

^  Centerior  Energy/Robert  J  Farling  779  53  360  NA  —  22  —  382  1,888  0.05  0.8  -3 

:  Central  &  So  West/E  R  Brooks  558  22  658  374  30  96  —  1,128  4,419  0.03  1.1  3 

;  Cinergy/James  E  Rogers  167  1  625  608  44  605  2,535  4,372  NA  0.08  4.2  14 

;  CMS  Energy/William  T  Mccormick  Jr  308  4  780  700  13  463  563  2,505  9,048  0.18  5.3  13 

1  Consolidated  Edison/Eugene  R  McGrath  548  19  722  423  7  43  —  1,187  5,001  — ^  0.4  9 

i  Dominion  Resources/Ttios  E  Capps  490  13  668  346  8  400  —  1,413  5,062  0.03  1.8  7 

:  DPL/AllenMHill  731  46  377  226  NA  1  —  604'  NA  0.02  0.5  15 

:  DQE/David  D  Marshall  480  12  289  101  NA  68  1,006    ,  1,465'  NA  0.03  0.6  13 

;  DTE  Energy/John  E  Lobbia  674  36  637  0  0  122  —   -  758    i     3,196  0.03  1.3  4 

i  Duke  Power/William  H  Grigg  505  14  695  219  -4  437  —  1,351  4,388*  0.02  1.8  12 

;  Edison  International/John  E  Bryson  404  5  750  788  17  287  —  1,824  6,277  —<>  0.5  8 

i  Enova/Stephen  L  Baum  554  21  455  322  71  363  —  1,141  NA  0.05  1.3  7 

;  Entergy/Edwin  Lupberger  510  15  736  449  -7  147  —  1,332  7,129  0.02  0.9  4 

;  Florida  Progress/Jack  B  Critchfield  444  11  673  498  20  424  —  1,595  5,737  0.04  1.2  8 

;  FPL  Group/James  L  Broadhead  302  3  860  681  1  1,015  —  2,556  11,588  0,08  6,0  12 

i  GPU/Fred  D  Hater  683  38  365  190  NA  178  —  733'  NA  0,01  0,5  11 

i  Hawaiian  Electric/Robert  F  Clarke  593  28  464  197  21  348  —  1,008  3,911  0,06  0,6  5 

:  Houston  Industries/Don  D  Jordan  214  2  962  1,050  12  1,600  —  3,612  14,012  0,07  3,3  7 

i  lllinova/Larry  D  Haab  740  48  494  69  3  31  —  594  2,665  0,02  0.2  6 

:  LG&E  Energy/Roger  W  Hale  442  10  510  416  25  679  —  1,605  6,529  0,08  1,2  16 

;  Long  Island  Ltg/Wilham  J  Catacosinos  732  47  588  0  1  15  —  603«  2,721  — ^  0,2  11 

i  MidAmerican  Energy/Stanley  J  Bright  766  52  444  0  NA  29  —  473  NA  0,03  0.6  5 

i  New  England  Electric/John  W  Rowe  601  30  538  288  -14  162  —  988  4,088  0.04  0.8  9 

;  New  York  St  E&G/Wesley  W  von  Schack  686  40  575'  72  NA  75  —  722    ;  NA  0.02  0.3  2 

i  Niagara  Mohawk  Pwr/Wilham  E  Davis  758  51  462  0  -2  43  —  506    '     2,323  — -10 

;  Nipsco  Industries/Gary  L  Neale  523  17  460  237  -7  583  —  1,280  4,306  0.14  3.4  17 

i  Northeast  Utilities/Bernard  IVI  Fox  624  31  551  246  -6  138  —  935^  2,749^  0.02  0.2  -13 

;  No  States  Power/James  J  Howard  559  23  622  401  6  102  —  1.125  4,698  0.06  1.8  10 

\  DGE  Energy/Steven  E  Moore  750  50  338  146  NA  72  —  555  NA  0.06  1.0  10 

;  Ohio  Edison/Willard  R  Holland  645  32  517  213  7  135  —  865  3,279  — '  0.2  9 

;  PacifiCorp/FrederickWBuckman  539  18  590  487  64  141  —  1.218  3,43P  0.05  3.0  6 

:  PECO  Energy/Corbin  A  McNeill  Jr  685  39  505  219  1  —  —  724  2, IIP  — '  0.2  2 

;  PG&E/Stanley  T  Skinner  693  41  660  0  -37  52  —  712  2.815*  — '  0.5  2 

;  Pinnacle  West/Richard  Snell  572  25  515  373  -1  199  —  1,088  5,202  0,06  1,6  14 

i  Potomac  Electric/Edward  F  Mitchell  551  20  600  263  13  308  —  1,171  4,640  0,05  1,4  8 

I  PP&L  Resources/'Williann  F  Hecht  680  37  531  139  37  73  —  743  2.555  0,02  0,7  3 

i  Public  Service  Colo/Wayne  H  Brunetti  668  35  400  257  36  50  72  779  NA  0,03  0,7  15 

;  Pub  Svc  Enterprise/E  James  Ferland  561  24  712  225  0  179  3  1.120  5,183  0,02  1,1  7 

;  Puget  Sound  Energy/Richard  R  Sonstelie  743  49  400  155  5  18  —  573  2,620  0,01  0.2  8 

;  Scana/William  B  Timmerman  708  42  335  197  NA  136  —  668'  NA  0.03  0.7  12 

:  Southern  Co/Alfred  W  Dahlberg  426  7  782  119  7  821  —  1,722  4,545*  — '  1.2  12 

:  TECO  Energy/Timothy  L  Guzzle  438  9  526  480  11  32  615  1,653  5,759  0.05  1.5  10 

i  Texas  Utilities/Erie  A  Nye  589  27  723  185  11  118  —  1,026  '  NA  0.03  2.1  5 

;  Unicom/James  J  O'Connor  410  6  845  528  -17  426  —  1,799  7,136  0.02  0.6  -5 

;  Union  Electric/Charles  W  Mueller  718  43  441  165  5  39  —  645  2,113'  — '  0.2  9 

;  Western  Resources/John  E  Hayes  Jr  722  45  467  102  4  68  —  637^  2.704  0.03  0.6  10 

;  Wisconsin  Energy/Richard  A  Abdoo  600  29  560  306  19  122  —  989  3,589  0.02  0.6  5 


Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  ot  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  IFive-year  annualized  total  return  as  nf  Mar.  31.  Sources  uf  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary.  ^Paid  to  date.  ^Director's  fees  oniy.  ''Four-ye.^r  total.  'Tnree-year  total.  \ess  than  0.01%.  'Annualized  bonus,  ^rior-year  data.  'New  CEO:  compensation  may  be  for  another  executive 
office,  'less  than  $100,000.  "Includes  shares  indirectiy  held,  "deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary,  '^Received  options  or  restricted  stock  in  lieu  of  portion  ot  bonus, 
'■■fieturn  is  for  less  than  5-year  period.  NA:  t^ot  available. 
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E'VE    COMPLETELY  KETHOUGHT 


F  R  E  I  G  H 


SPORTATION 


It's  amazing  what  can 


AVE  You? 


happen  when  you  open 


the  door  to  new  possibilities.  You  view  sourcing,  manufacturing  and  distribution  as  a  continuum.  And  you 
treat  transportation  expenditures  as  an  investment  which  pays  dividends  in  customer  satisfaction  and  mar- 
ket share.  That's  the  kind  of  thinking 
that  has  shaped  CNF  Transportation: 
a  $4  billion,  diversified  group  of  busi- 
nesses, united  by  a  shared  commitment 
to  quality  service  and  innovative  solu- 
tions. With  26,000  people,  25,000  pieces 
of  equipment,  nearly  100  jet  freighters 
and  worldwide  coverage,  we  certainly 
have  the  resources  to  meet  your  needs. 
More  to  the  point,  though,  we  have 
ideas  to  help  strengthen  your  supply 
chain.  And  in  today's  world,  it's  ideas 
that  really  carry  weight. 


C/IF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery  Worldwide    ♦    Con-Way  Transportation   Services    ♦    Menlo  Logistics  http://www.cnf.coi 


Company/chiet  executive   RanK  Compensation   —Stock  owned—  Company's 

among     in     salary    bonus    %      other    stock  gains   total       5-yr  total       %      mkt  value  total 
^GC  execs  industry  — ($thou)—  change*   ($thou)   ($mil)  returnt 


fSSSL 

$641 

(6S5 

23% 

$338 

$2,383  \ 

$8,158 

0.08% 

$8.8 

16% 

;  Amerada  Hess/John  B  Hess 

594 

42 

1,000 

0 

11 

8 

1,008 

NA 

1.68 

75.9 

9 

i  Amoco/H  Laurance  Fuller 

260 

17 

969 

917 

12 

121 

abb 

2,963 

11,031 

0.02 

6.8 

20 

i  Anadarko  Petroleum/Robert  J  Allison  Jr 

67 

2 

925 

1,110 

12 

385 

3,y4u 

8,359 

16,577 

0.36 

11.4 

23 

i  Apache/Raymond  Plank 

401 

31 

750 

406 

38 

112 

578 

1,846 

6,863 

0.21 

5.7 

20 

i  Ashland/Pdul  WChellgren 

414 

32 

581 

515 

NA 

395 

288 

1,778' 

NA 

0.07 

2.1 

8 

;  Atlantic  Richfield/Mike  R  Bowlln 

272 

18 

955 

960 

27 

254 

632 

2,801 

6,003^ 

 6 

1.6 

12 

;  Baker  Hughes/Max  L  Lukens 

362 

29 

572 

587 

NA 

60 

856 

2,075' 

NA 

0.10 

5.3 

20 

:  Burlington  Resources/Bobby  S  Shackouls 

95 

5 

600 

600 

51 

5,652 

6,852 

NA 

0.08 

4.1 

8 

;  Chevron/Kenneth  T  Derr 

195 

9 

1,154 

1,200 

37 

1,533 

3,887 

17,252 

0.02 

8.5 

22 

i  Coastal/David  A  Arledge 

344 

27 

707 

300 

9 

57 

1,119 

2,183 

NA 

0.02 

0.9 

18 

:  Columbia  Gas  Sys/Ollver  G  Richard  III 

303 

21 

778 

710 

NA 

1,057 

2,555 

NA 

0.08 

2.6 

27 

\  Consol  Natural  Gas/George  A  Davidson  Jr 

590 

41 

599 

360 

23 

67 

1,025 

5,215 

0.13 

6.2 

11 

i  Dresser  Industries/William  E  Bradford 

425 

35 

742 

660 

63 

321 

— 

1,723 

NA 

0.09 

4.5 

14 

i  El  Paso  EnergyWilliam  A  Wise 

276 

19 

0'^ 

1,275 

NA 

1,499 

lJU 

11,477 

0.95 

31.5 

25 

;  Enron/Kenneth  L  Lay 

73 

3 

990 

1,621 

7 

947 

4,409 

7,967 

44,676 

0.38 

35.9 

19 

;  Ensco  International/Carl  F  Thorne 

171 

7 

405 

409 

45 

3,490 

4,304 

10,518 

1.33 

44.7 

52 

i  Exxon/Lee  R  Raymond 

57 

1 

1,550 

1,250 

17 

638 

5,853 

9,291 

25,323 

 6 

12.1 

20 

;  Fina/Rcn  W  Haddock 

726 

47 

582 

NA 

— 

40 

623 

3,167 

0.05 

0.9 

18 

:  Global  Marine/C  Russell  Luigs 

326 

25 

500 

250 

7 

1,568 

— 

2,318 

5,995 

0.17 

5.9 

73 

:  Halliburton/Richard  Cheney 

231 

15 

1,000 

1,125 

NA 

1,227 

3,352 

NA 

0.08 

6.9 

29 

;  Kerr-McGee/Luke  R  Corbett 

522 

39 

414 

475 

NA 

26 

1,282' 

NA 

0.03 

0.7 

14 

i  Mapco/James  E  Barnes 

309 

22 

795 

1,590 

200 

49 

67 

2,500 

11,075 

0.72 

11.6 

3 

■  anki  r  .  Ct  /nil      J   o  r\i  iii 

:  MCN  Energy  Group/Alfred  R  Glancy  III 

230 

14 

575 

520 

5 

2,279 

3,374 

10,851 

0.40 

7.5 

26 

■  1     1-  *  1  /I  AMI. 

I  Mobil/Lucio  A  Nolo 

210 

10 

850 

650 

-1 

1,275 

884 

3,659 

12,364* 

0.02 

9.5 

22 

;  NGC/Charles  L  Watson 

245 

16 

610 

2,518'3 

15 

68 

— 

3,196 

14,710 

4.77 

129.0 

1114 

;  Nicor/Thomas  L  Fisher 

627 

44 

476 

267 

4 

180 

— 

924 

2,3265 

0.07 

1.0 

15 

i  NorAm  Energy/T  Milton  Honea 

429 

36 

195" 

725 

70 

789 

— 

1,709 

4,394 

0.37 

■  7.4 

13 

i  Occidental  Petroleum/Ray  R  Irani 

98 

6 

1,900 

872 

0 

4,035 

— 

6,807 

23,736 

0.26 

18.9 

10 

:  Oryx  Energy/Robert  L  Keiser 

706 

46 

47411' 

135" 

29 

68 

— 

677 

1,6585 

0.14 

2.6 

1 

:  Pacific  Enterprises/Willis  B  Wood  Jr 

506 

38 

641 

635 

3 

67 

1,343 

5,937 

0.04 

0.9 

14 

:  PanEnergy/Paul  M  Anderson 

434 

37 

600 

615 

54 

241 

1,678 

NA 

0.03 

1.9 

29 

i  Pennzoil/James  L  Pate 

386 

30 

709 

740 

121 

463 

— 

1,911 

6,038 

0.06 

1.2 

8 

i  Phillips  Petroleum/W  Wayne  Allen 

212 

11 

850 

1,105 

58 

625 

1,037 

3,617 

8,158* 

0.03 

3.1 

16 

;  Sonat/Ronald  L  Kuehn  Jr 

90 

4 

737 

800 

36 

2,263 

3,128 

6,928 

13,592 

0.21 

9.2 

34 

;  Sun  Co/Robert  H  Campbell 

682 

45 

699 

0 

-35 

41 

— 

740 

4.378 

0.05 

0.9 

5 

:  Texaco/Peter  1  Bijur 

215 

12 

639 

939 

NA 

43 

1,969 

3,590 

NA 

0.03 

6.9 

19 

:  Tosco/Thomas  D  O'Malley 

192 

8 

600 

3,257 

93 

68 

— 

3,926 

10,706 

2.34 

91.4 

28 

:  Transocean  Offshore/J  Michael  Talbert 

289 

20 

459 

425 

14 

49 

1,783 

2,716 

5,4115 

0.07 

2.3 

2814 

;  Ultramar  Diamond/Roger  R  Hemminghaus 

341 

26 

617 

500 

35 

961 

163 

2,240 

6,884 

0.14 

3.3 

2214 

:  Union  Pacific  Res/Jack  L  Messman 

311 

23 

606 

965 

24 

878 

— 

2,449 

4,9535 

0.17 

10.8 

13'* 

;  Union  Texas  Petrol/John  L  Whitmire 

419 

33 

587 

566 

NA 

606 

— 

1.758 

NA 

0.05 

0.7 

2 

llnnral/Rnopr  P  Rparh 

J  JU 

4U 

718 

21213 

15 

253 

1,183« 

NA 

0.02 

2.0 

16 

;  USX-MarathonAThomas  J  Usher 

316 

24 

833''' 

1,20015 

29 

350 

2,383 

NA 

0.02 

1.5 

11 

■  UtiliCorp  United/Richard  C  Green  Jr 

618 

43 

618 

0 

25 

338 

956 

4,152 

0.63 

8.6 

5 

.  Valero  Energy/William  E  Greehey 

221 

13 

497 

671 

-6 

2,364 

3,532 

9,426 

0.87 

13.4 

5 

:  Western  Atlas/Alton  J  Brann 

352 

28 

687 

928 

22 

17 

499 

2,131 

8,875* 

0.03 

1.0 

14'* 

Williams  Cos/Keith  E  Bailey 

420 

34 

675'^ 

275 

16 

10 

792 

1,752 

4,828* 

0.25 

18.5 

34 

ENTERTAINMENT  &  INFORMATION  Medians 

$720 

$697 

3% 

$223 



$2,474  : 

$13,184 

0.33% 

$20.9 

12%  1 

American  Greetings/Morry  Weiss 

620 

19 

550 

192 

-23 

209 

951 

11,980 

1.03 

23.5 

12 

Clear  Channel  Commun/L  Lowry  Mays 

268 

12 

602 

2,000 

24 

238 

2,839 

11,043 

18.82 

707.0 

80 

Comcast/Ralph  J  Roberts 

159 

7 

821 

0 

3 

3,786 

10 

4,617« 

50,587 

3.51 

123.1 

12 

Cox  Communications/James  0  Robbins 

729 

22 

600 

-20 

6 

606 

2.2655 

0.05" 

2.6 

13'* 

Walt  Disney/Michael  0  Eisner 

63 

1 

750 

7.900 

-1 

4 

8,654 

235,951 

0.45 

229.4 

15 

Rank  Is  based  on  total  con,;  ■.  cai  year.  Market  value  ut  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 

bined salary  and  bonus,  tfivh  u-,-:  ,.:ii(i!di,.cu  i  itai  return  as  of  Mar.  .31  Source?  of  retuin  data;  Market  Guide  via  OneSource  Information  Services:  Bloomberg  Financial  Markets.  'Annualized 
salary.  ^Paidtodate.  'Director's  fees  only.  *Four-year  total.  5Three-year  total,  less  than  0,0!%.  'Annualized  bonus.  'Prior-year  data.  'New  CEO;  compensation  may  be  for  anotfier  executive 
office,  less  than  $100,000.  "Include,^  sliares  indirectly  held,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
*Return  is  for  less  than  5-yeai  peniKi  -  S.=.lary  and  bonus  is  paid  by  USX  Corp.  for  sen/ices  rendered  to  Marathon,  Steel  and  Delhi.  NA;  Not  available. 
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ABS,  Daytime  Rvmning  Lamps,  cliild  security  rear  door  locks  and  power 


window  lockout.  Tkere's  even  an  integrated  ckild  safety  seat  option.  Fact  is,  no  six- 


passenger  car  in  its  class  can  offer  as  many  standard  safety  features  for 


tke  money  as  a  Ckevy"'  Lumina'  LS.  A  small  price  to  pay  for  a  lot  less  to  worry 


akout.  Tkat's  sometking  tkat  any  parent  can  appreciate. 


Genuine  Chevrolet  mg^^^g^ 

The  Cars  More  Americans  Trust.  -^^ttm^S- 


Cll  l.i>0().950-2438  ,.r  v.s.l  www.ck-vrok.l.w.,,,  lu,U  ollu  r  CM  proJlKl*.  01')96  CM  Corp,  liu,  kl.'  up,  AnKn.,,'  » 


m'l'Jllit'JIF.ll-T.iUI1HL-J.»-»l/».-A-JW»Jinil>J-W»-kJBl 


f^nninsnu/rhiof  PvoriittuP 

wUllipaliy/^MlCl  CAC^UIIVC 

 Rank  

-  Compensation  

— Stock  owned — 

Company's 

among  in 

salary 

bonus 

% 

other 

stock  gains 

total 

5-yr  total 

% 

mkt  value 

total 

eC'O  execs  industry 

— ($thou)— 

change* 

 ($thou)  

($mil) 

returnt 

ENTERTAINMENT  &  INFORMATION  AtVfedians 

$720 

$M7 

3K 

$223 

■  — 

$2,474 

$13,184 

0.33% 

$20.t 

12%  1 

j  RR  Donnelley  &  Sons/William  L  Davis 

;  — 

— 

NA 

NA 

— 

— 

— 

— 

NA 

NA 

— 

9 

;  Dow  Jones/Peter  R  Kann 

453 

16 

715 

380 

-3 

445 

24 

1,565 

7,836 

0,05 

1.7 

8 

i  Dun  &  Bradstreet/Volney  Taylor 

194 

8 

526 

922- 

NA 

2,455 

15 

3,917' 

NA 

0.05 

2.2 

9 

i  Gannett/John  J  Curley 

144 

6 

800 

950 

6 

978 

2,461 

5,189 

16,027 

0.15 

18.3 

17 

;  Harcourt  General/Richard  A  Smith 

449 

1  c 
13 

/DU 

Jill 

i ,  J  /  u 

I1M 

DjO.O 

91 

i  Interpublic  Group/Philip  H  Geier  Jr 

133 

5 

965 

1,200 

18 

3,138 

228 

5,531 

26,765 

0.59 

26.4 

15 

i  King  World  Prods/IVIichael  King 

94 

2 

1,100 

5,627 

139 

159 

— 

6,886 

38,206 

5.14 

72.2 

8 

:  Knlght-Ridder/P  Anthony  Ridder 

:  359 

13 

708 

695 

76 

14 

692 

2,109 

4,329^ 

0.15 

5.3 

9 

;  McGraw-Hill  Cos/Joseph  L  Dionne 

216 

10 

935 

908 

21 

1,593 

146 

3,583 

14,389 

0.21 

10.9 

14 

:  New  York  Times/Arthur  Ochs  Sulzberger  475 

1  7 
1/ 

3/3 

1 
1 

c 
D 

03 

1,400 

7  n'5 

9Qfi  /I 

1  n 

lU 

:  Omnicom  Group/John  D  Wren 

241 

11 

625 

1,150 

NA 

787 

680 

3,242' 

NA 

0.11 

4.6 

27 

i  Reader's  Digest  Assn/James  P  Schadt 

388 

14 

800 

175 

0 

924 

— 

1,899 

5,600^ 

0.10 

2.8 

-6 

i  EWScripps/William  R  Burleigh 

541 

20 

519 

356 

NA 

5 

— 

879 

NA 

0.10 

3.0 

8 

;  Tele-Com-Liberty/Robert  R  Bennett 

— 

NA 

NA 

— 

— 

— 

— 

NA 

NA 

— 

2014 

\  Tele-Com-TCI/John  C  Malone 

643 

21 

850'^ 

0 

3 

21 

871 

21,993 

3.88 

318.2 

-1 

i  Time  Warner/Gerald  M  Levin 

109 

3 

1,050 

4,000 

0 

319 

1,004 

6,373 

33,820 

0.07 

17.6 

12 

:  Times  Mirror/Mark  H  Willes 

198 

9 

798 

1,350 

NA 

1.721 

3,869 

NA 

0.09 

4.3 

50" 

;  Tribune/John  W  IVIadigan 

130 

4 

724 

699 

20 

59 

4,094 

5,576 

NA 

0.53 

111 

15 

i  U  S  West  Media/Charles  M  Lillis 

575 

18 

549 

459 

16 

69 

1,076 

NA 

0.02 

2.1 

_214 

j  Vlacom/Sumner  M  Redstone 

016 

0 

NA 

NA 

28.11 

3.093.7 

-2 

i  Washington  Post/Donald  E  Graham 

777 

23 

400 

0 

0 

8 

408 

2,965 

16.20 

600.8 

10 

RNANCIAL  SERVICES  Medians 

$590 

$400 

16% 

$190 

$31 

$1,859 

$6,669 

0.36% 

$9.8 

22% 

i  Advanta/Alex  W  Hart 

251 

52 

695 

0 

-3 

2,420 

— 

3,115 

NA 

0.72 

7.3 

13 

i  HF  Ahmanson/Charles  R  Rmehart 

282 

58 

760 

892 

3 

1,101 

2,753 

10,813^ 

0.13 

4.8 

24 

;  Alex.  Brown/Alvin  B  Krongard 

125 

27 

200 

4,438 

53 

712 

424 

5,774 

21,947 

1.82 

26.7 

29 

:  Ambac/Philhp  B  Lassiter 

406 

79 

530 

425 

6 

532 

328 

1,816 

7,410 

0.19 

4.2 

15 

:  American  Express/Harvey  Golub 

52 

10 

900 

1,980 

5 

4,507 

2,985 

10,372 

33,012 

0.08 

21.2 

28 

j  AmSouth  Bancorp/C  Dowd  Ritter 

319 

65 

600 

720 

53 

657 

381 

2,357 

NA 

0.33 

9.2 

17 

i  Aon/Patricl(  G  Ryan 

261 

54 

958 

1,620 

58 

363 

2,941 

8,536 

12.25 

873.2 

22 

i  Associated  Banc-Corp/Harry  B  Conlon 

679 

126 

375 

135 

5 

65 

170 

746 

3,813 

0.75 

6.2 

18 

i  Astoria  Financial/George  L  Engeike  Jr 

365 

71 

560 

216 

19 

1,286 

2,062 

5,184 

1.71 

12.7 

34" 

i  Banc  One/John  B  McCoy 

247 

51 

995 

1,250 

6 

923 

3,168 

16,286 

0.12 

21.3 

9 

i  Bancorp  Hawaii/Lawrence  M  Johnson 

424 

80 

653 

492 

8 

136 

450 

1,731 

4,7375 

0.37 

5.9 

10 

:  BancorpSouth/Aubrey  Burns  Patterson 

742 

139 

360 

125 

5 

94 

579 

4,240 

0.27 

1.6 

19 

:  Bank  of  Boston/Charles  K  Gifford 

84 

19 

800 

1.800 

18 

1,568 

3,227 

7,396 

NA 

0.11 

10.6 

33 

i  Bank  of  New  York/John  Carter  Bacot 

74 

17 

1,050 

2,100 

0 

2.361 

2,442 

7,953 

22,974 

0.27 

36.2 

33 

i  Bank  United/Barry  C  Burkholder 

262 

55 

375 

2,552 

202 

7 

2,934 

5,789^ 

0.44 

4.0 

NA 

BankAmerica/David  A  Coulter 

147 

31 

792 

2,750 

99 

1,517 

5,058 

NA 

0.01 

4.7 

22 

■  Bankers  Trust  NY/Frank  N  Newman 

53 

11 

825 

8,100 

NA 

1,342 

10,266 

NA 

0.06 

3.5 

14 

BanPonce/Richard  L  Carrion 

602 

110 

475 

400 

106 

112 

987 

2,149^ 

0.77 

18.0 

28 

'.  Barnett  Banks/Charles  E  Rice 

66 

15 

835 

1,700 

43 

3,835 

2,215 

8,585 

20,212 

0.20 

17.4 

28 

:  Bear  Stearns  Cos/James  E  Cayne 

23 

3 

200 

8,973 

117 

11,187 

20,359 

62,385^ 

3.33 

118.7 

19 

i  Beneficial/Finn  M  W  Caspersen 

59 

13 

1,102 

0"  0 

1,230 

6,636 

8,967 

21,676 

9.39 

314.8 

20 

\  BOK  Financial/Stanley  A  Lybarger 

776 

152 

300 

60 

7 

56 

416 

NA 

0.17 

1.0 

25 

;  Capital  One  Finl/Richard  D  Fairbank 

702 

131 

635 

0 

16 

50 

686 

9,7825 

0.23 

5.0 

4814 

!  CCB  Financial/Ernest  C  Roessier 

557 

100 

417 

221 

30 

351 

141 

1,129 

2,551* 

0.17 

1.7 

21 

:  Central  Fidelity  Bks/Lewis  N  Miller  Jr 

570 

105 

650 

163 

25 

117 

169 

1,098 

2,9475 

0.28 

4.5 

16 

;  Centura  Banks/Cecil  W  Sewell  Jr 

770 

148 

325 

89 

NA 

40 

4543 

.  NA 

0.35 

3.4 

24 

;  Charter  One  Finl/Charles  John  Koch 

619 

115 

399 

366 

33 

15 

173 

954 

3,763 

0.49 

9.7 

31 

\  Chase  Manhattan/Walter  V  Shipley 

88 

21 

904 

4,760 

74 

1,350 

7,014 

17,259* 

0.06 

22.3 

37 

;  Citicorp/John  S  Reed 

8 

2 

1,467 

2,000 

-19 

2,664 

40,055 

46,186 

70.151 

0.22 

106.7 

47 

;  City  National/Russell  Goldsmith 

691 

129 

426 

272 

NA 

18 

716 

NA 

10.39 

104.8 

13 

Rank  is  based  on  total  compensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  tFive  yeai  annualized  total  return  as  of  Mar.  31  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary.  ¥aidtodate.  ^Director  s  fees  only.  'Foui-year  total.  ^Three-year  total.  *Less  than  0.01?4.  'Annualized  bonus.  'Prior-year  data,  ^ew  CEO;  compensation  may  be  for  another  executive 
office,  'less  ttian  $100,CQO.  "Includes  shares  indirectly  held,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary,  "i^eceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
'*f?eturn  is  for  less  than  S-year  period.  ^Salaiy  and  bonus  is  paid  by  Tele-Communications  for  services  rendered  to  Liberty  Media  and  TCI  Group.  '%ived  payment  of  salary  and  bonus  for  1996. 
NA;  Not  available. 
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PEOPLE. 

PERFORIVIANCE 

PROFITS. 

Teamwork  increases  productivity. 


90%  of  American  workers  spend  at  least  part  of  their  day  in  a  team  situation, 
yet  only  about  half  received  any  formal  teamwork  training* 


In  the  past,  people  only  used  Dale  Carnegie  Training® 
for  public  speaking  or  sales  training.  That  was  then.  Today, 
our  proven  processes  develop  more  than  just  people,  they 
advance  companies. 

Our  training  improves  company  profitability  by 
strengthening  teamwork  to  increase  employee  productivity. 
We  instill  the  confidence  and  self-esteem  that  enables 
individuals  to  build  trust  in  themselves  for  enhanced 
leadership,  selling  and  interpersonal  skills. 

Because  the  motivation  is  intrinsic,  teams  turn  ideas  into 
actions,  productivity  rises  and  achievement  is  continuous. 
Everyone  wins...  your  employees  achieve  their  professional 
and  personal  best,  your  customers  get  better  service  and  your 
company  keeps  growing  stronger. 


Come  visit  our  Web  site  at  http://www.dale-carnegie.com 

'Based  on  national  surveys  conducted  by  Dale  Carnegie  Training. 
Copyright©1996  Dale  Carnegie  &  Associates.  Inc.  All  rights  reserved. 


30  proven  ways  to  increase  employee  performance. 

Our  practical  skills  development  elicits  quantifiable  results,  like: 

♦  Mutual  respect  to  enhance  teamwork 

♦  Selling  Skills  to  build  relationships 

♦  Leadership  Skills  to  promote  accountability 

♦  Time  Management  to  increase  productivity 

♦  Effective  Communication  for  improved  relations 

With  Dale  Carnegie  Training,  there  is  nothing  between 
your  company  and  success.  Call  1-800-231-5800  eKt.202 

today  for  more  information. 


TjF  Dale  Carnegie 
Training 

People.  Performance.  Profits. 


® 


-  Compensation  — 

— Stock  owned — 

Company's 

Company/chief  executive 

among 

in 

salary 

bonus 

% 

other 

stock  gains  total 

5-yr  total 

% 

mkt  value 

total 

800  execs  industry 

— ($thou)— 

change* 

-($thou)  

($mil) 

returnt 

riNANCIAL  SERVICES  Medians 

$590 

$400 

18% 

$190 

$31 

$1,859 

$6,669 

0.36% 

$9.8 

22% 

!  CNB  Bancshares/James  J  Giancola 

760 

145 

284 

212 

86 

9 

— 

505 

NA 

0.11 

0.8 

20 

;  Coast  Savings  Finl/Ray  Martin 

521 

95 

500 

268 

54 

516 

— 

1,284 

3,697 

0.13 

1.0 

32 

:  Collective  Bncp/Tliomas  H  Hamilton 

703 

132 

368 

lio 

-3 

18 

188 

685 

3,638 

4.09 

32.8 

36 

;  Colonial  BancGroup/Robert  E  Lowder 

588 

109 

744 

211 

12 

6 

1,027 

3,621 

6.95 

61.3 

30 

i  Comerica/Eugene  A  Miller 

loo 

Jo 

0/ J 

l,UiSU 

48 

0  C\1A 

1  Qfi? 

Q  KRQ 

3,003 

U.  10 

Q  K 
3.0 

on 

i  Commerce  Bancshs/David  W  Kemper 

673 

124 

522 

225 

4 

13 

760 

4,599 

1.36 

21.5 

19 

:  Commercial  Federal/William  A  Fitzgerald 

547 

97 

425 

425 

50 

177 

165 

1,192 

4,297 

1.18 

8.8 

41 

;  Compass  Bancshares/0  Paul  Jones  Jr 

634 

119 

540 

337 

95 

25 

— 

902 

6,669 

1.23 

23.7 

22 

i  CoreStates  Financial/Terrence  A  Larsen 

41 

8 

755 

336 

-14 

41 

11,820 

12,952 

19,612 

0.10 

10.5 

21 

:  Countrywide  Credit/David  S  Loeb 

LLL 

44 

L,L\il 

0  1 

1  ^17 

1  7  9Qn 
1  /  ,i3u 

1 .  /  J 

40. u 

10 

i  Crestar  Financial/Richard  G  Tilghman 

345 

69 

645 

422 

7 

397 

700 

2,164 

7,554 

0.19 

7.2 

29 

:  Cullen/Frost  Bankers/Thomas  C  Frost 

754 

143 

150 

250 

29 

115 

— 

515 

3,725 

2.68 

20.5 

32 

;  Dauphin  Deposit/Christopher  R  Jennings 

759 

144 

375 

126 

14 

4 

— 

505« 

NA 

0.04 

0.5 

21 

;  Dean  Witter  Discover/Philip  J  Purcell 

135 

29 

750 

3,200 

12 

1,550 

5,500 

22,617 

0.11 

12.9 

22'* 

i  Deposit  Guaranty/Emerson  B  Robinson  Jr 

OtSU 

1 D 

030 

c 
—J 

SK 

00 

1  1  in 

1,1  jU 

1,301 

0,043 

A 
J. 4 

11 
ic 

;  Dime  Bancorp/Lawrence  J  Toal 

613 

114 

650' 

285 

NA 

29 

— 

964 

NA 

0.29 

4.6 

38 

i  Dowfney  Financial/James  A  Lokey 

— 

— 

NA 

NA 

— 

— 

— 

NA 

NA 

— 

46'* 

i  AG  Edwards/Benjamin  F  Edwards  III 

405 

78 

402 

1,190 

21 

230 

— 

1.82: 

7,193 

1.04 

22.5 

12 

:  Fannie  Mae/James  A  Johnson 

106 

23 

840 

1,230 

27 

4,537 

6,607 

23,013 

 6 

3.0 

21 

:  Federal  Home  Loan/Leland  C  Brendsel 

CI 

oyu 

yi  1 
41 

330 

0  TiQ 

lU,Oo  J 

U.UO 

1  n  A 

1U.4 

LO 

i  Fifth  Third  Bancorp/George  A  Schaefer  Jr 

283 

59 

784 

608 

23 

195 

1,162 

2,749 

7,942 

0.19 

14.3 

23 

:  Finova  Group/Samuel  L  Eichenfield 

86 

20 

554 

548 

2 

5,623 

415 

7,139 

14,129* 

0.53 

9.4 

28 

i  First  American/Dennis  C  Bottorff 

145 

30 

585 

322 

10 

497 

3,769 

5,173 

8,823 

0.51 

9.5 

25 

;  First  Bank  System/John  F  Grundhofer 

28 

5 

620 

1,302 

13 

1,846 

12,891 

16,659 

33,159 

0.18 

17.7 

26 

:  rirsi  unicago  MDU/verne  b  isiock 

1  77 

ill 

il 

n  A 
1  /4 

1,UUU 

Q7 

il 

1  OlA 

l,Z/4 

/I  1  00 

n  n7 

1  1  7 
11./ 

1  0 

lo 

;  First  Citizens  Bcshs/Lewis  R  Holding 

741 

138 

571 

0 

8 

10 

— 

580 

2,661 

10.66 

106.3 

25 

;  First  Commerce/Ian  Arnof 

494 

92 

588 

436 

46 

378 

— 

1,401 

6,275 

0.42 

6.8 

18 

First  Commercial/Barnett  Grace 

711 

135 

383 

229 

7 

16 

29 

656 

3,220 

1.10 

12.8 

21 

First  Empire  State/Robert  G  Wilmers 

671 

123 

400 

350 

7 

13 

763 

12,612 

8.56 

174.2 

23 

First  Financial/John  C  Seramur 

00 

ac 

7on 

OQQ 

b 

01^7 

QOQ 

1,594 

7  oyi  1 

0  oc 

00  0 

LL.L 

00 
JO 

First  Hav^aiian/Walter  A  Dods  Jr 

495 

93 

825 

463 

16 

108 

— 

1,396 

6,146 

0.85 

8.0 

8 

First  Natl  Nebraska/F  Phillips  Giltner 

646 

120 

404 

417 

-3 

39 

— 

8608 

NA 

2.59 

31.1 

20'* 

First  of  America  Bk/Richard  F  Chormann 

667 

122 

565 

222 

58 

— 

— 

787 

NA 

0.03 

1.1 

19 

First  Security/Spencer  F  Eccles 

690 

128 

539 

165 

0 

12 

716 

3,728 

2.92 

73.3 

20 

First  Tennessee  Natl/Ralph  Horn 

000 

4/ 

0  o>in 
2,241) 

000 

2oo 

C07 

103 

0  077 

3,37/ 

7  on  >i  d 

n  CO 

0.53 

14.3 

24 

First  Union/Edward  E  Crutchfield 

71 

16 

1,025 

2,050 

21 

2,076 

2,899 

8,050 

22,163 

0.04 

8.5 

22 

First  USA/John  C  Tolleson 

47 

9 

750 

938 

36 

115 

9,498 

11,300 

24,095 

1.56 

87.7 

76'* 

First  Virginia  Banks/Barry  J  Fitzpatrick 

582 

106 

470 

270 

46 

61 

242 

1,042 

2,069^ 

0.10 

1.6 

19 

Firstar/Roger  L  Fitzsimonds 

485 

90 

643 

164 

-17 

629 

— 

1,435 

6,685 

0.09 

3.7 

21 

rirsireu  rinanciai/Daueiie  t  neimuucn 

77Q 
/  16 

OC  0 

Ibi 

1  1  A 

110 

NA 

48 

42P 

NA 

1.06 

2.6 

1 

FirstMerit/John  R  Cochran 

705 

133 

430 

0 

-9 

251 

— 

681 

NA 

0.36 

4.8 

22 

Fleet  FinI  Group/Terrence  Murray 

160 

33 

992 

2,100 

7 

334 

1,183 

4,609 

15,728 

0.08 

12.1 

20 

Franklin  Resources/Charles  B  Johnson 

612 

113 

545 

400 

21 

21 

— 

966 

3,768 

18.90 

1,270.3 

26 

Fulton  Financial/Rufus  A  Fulton  Jr 

749 

141 

409 

16 

11 

61 

72 

558 

1.904* 

0.14 

1.2 

21 

GATX/Ronald  H  Zech 

605 

111 

500 

309 

25 

172 

981 

NA 

0.12 

1.2 

16 

Glendale  Federal  Bk/Stephen  J  Trafton 

647 

121 

650 

202 

-4 

3 

855 

•4,534 

 6 

 10 

-26 

Golden  West  Finl/Marion  0  Sandler 

164 

35 

973 

0 

5 

14 

3,479 

4.466 

16,003 

8.94 

318.2 

11 

Great  Western  Finl/John  F  Maher 

553 

98 

650 

303 

NA 

193 

1,147" 

NA 

0.17 

9.1 

24 

Green  Tree  Financial/Lawrence  M  Coss 

2 

1 

434 

102,015 

56 

102,449 

216.161 

4.06 

178.5 

49 

GreenPoint  Financial/Thomas  S  Johnson 

305 

62 

575 

600 

22 

1,372 

2,547 

5,880* 

0.83 

21.1 

39'* 

Rank  is  based  on  total  compensation  for  latest  fiscal  year  Market  value  of  CEO  stock  Is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  *Percentage  change  is  for  com- 
bined salary  and  bonus.  tFive-vear  annualized  total  return  as  of  Mar  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salanf.  ^aidtodate  "Oirectoi  i  ises  only.  *Four-ye3r  total,  'Three -year  total.  W  than  0.01%.  'Annualized  bonus.  ¥rior-year  data,  "^^ew  CEO;  compensation  may  be  for  another  executive 
office,  "less  than  $100,000.  -'Includes  shares  indirectly  held.  '^Received  options  or  restricted  stock  m  lieu  of  portion  of  salary.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
'*Return  is  for  less  than  5-year  period.  NA:  Not  available. 
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Rank— ■ 


Compensation - 


-Stock  owned —  Company's 


mong 

in 

salary 

bonus 

% 

other 

stock  gains 

total 

5-yr  total 

% 

mkt  value 

total 

GXCCS 

inHitctrif 

— ($thou)—  change* 

 ($thou)  

($mil) 

returnt 

.31 

WtBMm 

1^ 

$400 

16% 

$190 

<31 

$1,859 

$€,869 

0.36% 

22% 

\  Hibernia/Stephen  A  Han.- 1 

626 

117 

500 

250 

-23 

178 

— 

928 

4,789 

0.12 

1.9 

30 

;  Household  Intl/William  F  Aidmger  III 

312 

64 

700 

1,525 

40 

218 

— 

2,443 

5,005^ 

0.03 

2.0 

33 

:  Huntington  Bancshs/Frank  Wobst 

259 

53 

868 

560 

18 

547 

1,010 

2,985 

11,862 

0.56 

21.0 

23 

KeyCorp/Robert  W  Gillespie 

284 

60 

830 

con 

1  / 

QQQ 
003 

MA 

n  fit; 

J.D 

i  Keystone  Finl/Carl  L  Campbell 

751 

142 

340 

128 

2 

63 

18 

548 

2,617 

0.23 

2.2 

10 

:  Lehman  Bros  Holding/Richard  S  Fuld  Jr 

127 

28 

750 

2,000 

25 

2,792 

107 

5,649 

20,608^ 

0.19 

6.1 

19" 

Long  Island  Bancorp/John  J  Conefry  Jr 

465 

88 

673 

350 

20 

502 

— 

1,525 

3,256' 

0.63 

5.6 

4114 

Magna  Group/G  Thomas  Andes 

622 

116 

375 

171'^ 

8 

398 

945 

3,145* 

0.48 

4.9 

20 

Marsh  &  McLennan/A  J  C  Smith 

219 

42 

1,200 

o 
0 

QCQ 

ybo 

1)44 

0,300 

ID.OZ  J 

U.oU 

ZD.U 

1  0 

Marshall  &  llsley/James  B  Wigdale 

320 

66 

580 

370 

15 

848 

555 

2,353 

7,885 

0.36 

12.0 

19 

MBIA/David  H  Elliott 

233 

48 

525 

325 

13 

244 

2,235 

3,329 

10,960 

0.06 

2.3 

16 

MBNA/Alfred  Lerner 

162 

34 

1,515 

3,000 

200 

— 

— 

4,515 

9,495 

12.95 

1,292.6 

40 

■  ■II        n      1  ir        1    \  1  ri    \  _x 

Mellon  Bank/Frank  V  Cahouet 

116 

25 

927 

1,080 

33 

2,234 

1,766 

6,007 

29,208 

0.22 

21.7 

28 

Mercantile  Bancorp/Thomas  H  Jacobsen 

374 

72 

633 

554 

9 

707 

i,y/D 

7  017 

/,yi/ 

U.oU 

ly 

Mercantile  Bkshs/H  Furlong  Baldwin 

cue 

bb6 

99 

750 

219 

-21 

131 

36 

1,136 

6,372 

0.41 

6.9 

16 

Merrill  Lynch/David  H  Komansky 

124 

26 

500 

5.201 

NA 

73 

— 

5,774' 

NA 

0.15 

23.2 

28 

MGIC  Investment/William  H  Lacy 

199 

40 

500 

400 

2 

71 

2,880 

3,852 

11,016 

0.22 

9.8 

31 

JP  Morgan  &  Co/Douglas  A  Warner  III 

110 

24 

600 

2,634 

34 

1,899 

1,224 

6,357 

13,56P 

0.02 

4.1 

16 

Morgan  Stanley/Richard  B  Fisher 

30 

6 

575 

5,756 

36 

C  0  C  0 

0  ACf\ 

o,4bU 

15,650 

42,012 

1  07 

c.il 

000  c 

222.5 

1  0 

18 

National  City/David  A  Daberko 

213 

41 

598 

368 

21 

400 

2,248 

3,614 

NA 

0.06 

6.3 

23 

Natl  Commerce  Bncp/Thomas  M  Garrott 

149 

32 

417 

304 

25 

5 

4,197 

4,922 

6,528* 

4.06 

41.1 

20 

NationsBank/Hugh  L  McColl  Jr 

61 

14 

900 

3,100 

14 

4,733 

— 

8,733 

29,942 

0.11 

45.1 

23 

North  Fork  Bancorp/John  Adam  Kanas 

323 

67 

584 

750 

32 

581 

427 

2,342 

5,228 

0.80 

9.9 

47 

Northern  Trust/William  A  Osborn 

361 

70 

500 

400 

51 

701 

/b4 

•5  17 

31/ 

0  no  1 

2,081 

NA 

n  0 1 

0.21 

n  n 

9.4 

on 

20 

Norwest/Richard  M  Kovacevich 

82 

18 

900 

2,200 

3 

490 

4,041 

7,631 

28,348 

0.16 

27.0 

24 

'  Old  Kent  Financial/David  J  Wagner 

477 

89 

600 

576 

58 

304 

— 

1,480 

3,503* 

0.15 

3.4 

18 

'  Old  National  Bncp/John  N  Royse 

748 

140 

355 

119 

62 

88 

— 

561 

1,186* 

0.63 

6.4 

13 

OnBancorp/Robert  J  Bennett 

709 

134 

500 

124 

25 

43 

— 

666 

4,580 

1.26 

7.9 

17 

One  Valley  Bancorp/J  Holmes  Morrison 

724 

137 

362 

174 

12 

4 

93 

632 

2,395 

0.06 

0.5 

21 

PaineWebber  Group/Donald  B  Marron 

25 

4 

800 

6,213 

86 

1,091 

11,198 

19,302 

48,909 

0.86 

24.7 

15 

People's  Bank/David  E  A  Carson 

493 

91 

527 

250 

5 

457 

175 

1,409 

4,685 

0.20 

2.4 

48 

Peoples  Heritage  Finl/William  J  Ryan 

714 

136 

384 

252 

7 

15 

— 

651 

2,565 

0.14 

1.1 

46 

PNC  Bank/lhomas  H  0  Brien 

165 

36 

950 

1,150 

35 

207 

2,137 

4,443 

15,460 

0.09 

11.7 

15 

Provident  Bncp/Allen  L  Davis 

436 

81 

594 

600 

9 

481 

1,675 

6,368 

0.86 

13.2 

35 

Quick  &  Reiliy  Group/Leslie  C  Quick  Jr 

274 

56 

673 

2,087 

17 

30 

?  790 

9  921 

15.01 

121.9 

24 

RCSB  Financial/Leonard  S  Simon 

584 

107 

437 

275 

10 

145 

184 

1,040 

3,823 

0.62 

2.8 

32 

Regions  Financial/J  Stanley  Mackin 

227 

46 

700 

630 

15 

2,018 

74 

3,422 

11,427 

0.38 

14.0 

20 

Kepuuiic  New  York/Walter  H  Weiner 

455 

85 

221 

1,329 

61 

8 

— 

1,557 

6,234 

0.10 

4.7 

19 

'  Riggs  National/Joe  L  Allbritton 

771 

149 

380 

0 

-60 

66 

446 

3,092 

35.49 

211.6 

22 

■  Roosevelt  FinI  Group/Stanley  J  Bradshaw 

688 

127 

440 

LJ\J 

in 

0,040 

U.UO 

J.J 

Rouse/Anthony  W  Deering 

235 

50 

725 

900 

42 

1,686 

— 

3,311 

NA 

0.89 

15.8 

19 

St  Paul  Bancorp/Joseph  C  Scully 

403 

77 

395 

153'^ 

-18 

150 

1,133 

1,831 

5,733 

0.57 

3.6 

28 

Sallie  Mae/Lawrence  A  Hough 

331 

68 

540 

220 

3 

929 

605 

2,293 

7,839 

0.27 

16.3 

11 

Salomon/Robert  E  Denham 

394 

76 

1.000 

0 

0 

887 

1,887 

6,371 

0.04 

2.5 

14 

Charles  Schwab/Charles  R  Schwab 

54 

12 

800 

9,387 

8 

19 

10,206 

29,329 

18.80 

1,060.4 

34 

Security  Capital/William  G  Schuett  Sr 

220 

43 

675 

338 

0 

187 

2,357 

3,557 

9,666* 

1.91 

15.3 

30" 

Signet  Banking/Malcolm  S  McDonald 

567 

103 

465 

219 

NA 

121 

306 

1,110 

NA 

0.19 

3.2 

35 

Southern  National/John  A  Allison  IV 

565 

102 

487 

584 

79 

41 

1,111 

3,662 

0.06 

2.4 

25 

SouthTrust/Wallace  D  Malone  Jr 

234 

49 

770 

870 

42 

1,008 

664 

3,312 

10.144 

1.34 

47.9 

22 

Sovereign  Bancorp/Jay  S  Sidhu 

508 

94 

245 

567 

24 

5 

517 

1,333 

4.832 

1.58 

13.9 

27 

Rank  is  based  on  total  comp;': 
bined  salary  and  bonus.  tFr.- 
salary,  'f  aid  to  date.  ■'Diren 
otfice.  'less  tiian  $100,000. 
"Return  is  for  less  than  5-year  ps 


ral  year.  Market  value  of  CEO  stock  is  based  on  Apr  16  stock  price  and  Includes  all  classes  of  common.  *Percentage  change  is  for  com- 

li  return  as  of  Mar.  3t.  Source:  of  return  data:  Market  Guide  via  OneSource  Information  Services:  Bloomberg  Financial  Markets.  'Annualized 
.11  total  'Thres-yeai  total.  'Less  than  0.01%,  'Annualized  bonus.  "Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive 
'  lectly  held.  "^Received  options  or  restricted  stock  in  lieu  of  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 

total,  MA:  No!  available. 
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VlTH  OUR  rollCYHOLDERS  WE  ARl  ENGAGED  IN  A  GREAT  MUTUAL  ENTERI'RISE  IT  IS  GREAT  BECAUSE  IT  SEEKS  TO  I'RtVENT  CRI  PPLI NG  INIURISS  AND  DEATH  BY  Rl  MOVING  THE  CAUSES  OF  HOME  HIGHWAY  AND  WORK  ACCI  DENTS  II 


Liberty  Mutual's  managed  care  is  as  fast  as  Hector's  fast  break.  After  his  accident,  Hectors 
employer  called  our  2-4-liour  claims  service  hotline.  We  found  the  right  doctor  to  treat  him,  at 
the  right  price.  A  rehabilitation  nurse  coordinated  a  return-to-work  plan.  And  through  our  on-site 
rehabilitation  program,  a  therapist  worked  to  help  Hector  properly  do  his  job  and  avoid  reinjury, 
so  today  Hector  is  back  on  the  job  (and  on  the  boards)  leading  a  saler,  more  secure  life. 
^     Thcreli  more  information  nv  V^  like  to  .ihare.  So  nlca.w  call  John  Ryan  LIBERTY 

MUTUAL 

at  (617)  57^-^8-12  or  viiil  oiir  welhtite  at  http-Jh^'ww.lihcrtynuttiial.com 


"{UfreeJomofLiherV^ 


:iN3ai"):vv  iiyoM  qnv  avmhdih  moH  to  sasnvD  3 hi  dniaowjii  as  mvsa  onv  s3iyn(Ni  ONnajiUDiNaAaiij  01  S)i33S  ii  isnvDaa  iv3«d  si  ii  isiit.iti  1 1  ni  iviiinw  ivmo  v  ni  qiovdni  itiv  im  mjki  iohadhoj  uno  iuimcP 


Company/chief  executive   -  -Haii((  Compensation   —Stock  owned—  Company's 

among  in  salary  bonus  %  other  stock  gains  total  5-yr  total  %      mkt  value  total 

^or;  6xecs  industry  — ($thou)—  change*  ($thou)   ($mil)  returnt 

;  Standard  Federal/Thomas  R  Ricketts  39  7  1,000  0  1  4  12,305  13,309  19,700  0.87  16.5  28 

i  Star  Banc/Jerry  A  Grundhofer  446  83  700  875  12  12  —  1,587  5,178'  0.13  4.6  38 

\  State  Street  Boston/Marshall  N  Carter  91  22  863  640  25  1,777  3,631  6,911  13.197  0.05  3.1  18 

i  Sumitomo  Bank  Calif/Tsuneo  Onda  774  151  420  0  17  —  —  420  NA  0.01  — 7 

\  Summit  Bancorp/T  Joseph  Semrod  378  74  738  732  16  502  —  1,971  8,398  0.16  6.7  23 

[  SunTrust  Banks/James  B  Williams  226  45  775  336  11  760  1,568  3,438  9,986  0.54  56.2  24 

:  Synovus  Finl/James  H  Blanchard  459  86  589  442  24  509  —  1,540  4,772  0.73  30.2  30 

;  TCP  Financial,'William  A  Cooper  280  57  600  750  11  264  1,147  2,761  9,258  2.16  29.0  37 

i  Trustmark/Frank  R  Day  633  118  450  450  20  6  —  906  3,098  4.25  36.0  22 

i  UMB  Financial/R  Crosby  Kemper  697  130  647  0  3  26  33  705  3,491  17.05  132,3  7 

i  Union  Planters/Benjamm  W  Rawlins  Jr  376  73  590  443  16  12  930  1,974  6,649  0.45  12.3  26 

;  UnionBanCal/Kanetaka  Yoshida  762  146  466  0  -4  34  —  500«  1,4025        _6  o.2  24 

;  United  Carolina  Bcsh/E  Rhone  Sasser  448  84  411  164  4  16  987  1,578  3,950  0.60  5.9  39 

;  US  Bancorp/Gerry  B  Cameron  306  63  800  847  24  878  19  2,544  5,526'  0.09  6.7  24 

:  Valley  Natl  Bancorp/Gerald  HLipkin  568  104  435  350  15  239  81  1,105  4,921  0.38  3.9  15 

i  Wachovia/Leslie  M  Baker  Jr  460  87  650  380  5  418  90  1,538  5,061'  0.11  9.7  17 

\  Washington  Federal/Guy  C  Pinkerton  765  147  307  26  2  36  123  491  2,492  1.15  12.3  10 

i  Washington  Mutual/Kerry  K  Killinger  563  101  561  373  17  182  —  1,115  6,942  0.43  25.1  NA 

;  Webster  Financial/James  C  Smith  535  96  390  327  36  40  479  1,236  4,282  1.53  6.7  28 

i  Wells  Fargo/Paul  M  Hazen  190  39  850  2,000  1  96  993  3,939  12,693*  0.21  49.4  35 

:  Whitney  Holding/William  L  Marks  611  112  593  314  1  7  55  968  4,442  0.64  4.1  31 

;  Wilmmgton  Trust/Ted  T  Cecala  675  125  352  323  NA  8  73  756  NA  0.30  4.4  17 

i  Zions  Bancorp/Hams  H  Simmons  587  108  353  200  5  154  326  1.033  3,563  3.66  61.7  40 

:  Albertson's/Gary  G  Michael  354  4  750  293  3  172  906  2,120  7.557  0.10  7.9  11 

i  American  Stores/Victor  L  Lund  483  7  750  422  11  274  —  1,446  11,448  0.35  22.9  25 

;  Garden  Restaurants/Joe  R  Lee  538  11  575  141  63  502  —  1,218  NA  0.18  2.1  -16" 

!  Dominick'sSupermkts/Robert  A  Mariano     614  14  483  464  NA  15  —  961  NA  1.40  5.0  NA 

i  Flagstar  Cos/James  B  Adamson  492  8  947  100  NA  364  —  1,411  NA  0.15  — '»  -52 

i  Fleming  Cos/Robert  E  Stauth  736  21  601  0  2  —  —  601  2,328'  0.11  0.7  -9 

i  Food  Lion/Tom  E  Smith  482  6  781  386  15  294  —  1,461  5,836  0.48  14.7  -11 

i  Giant  Food/Pete  L  Manos  739  22  327  260  NA  13  —  600'  NA  0.08  1.6  10 

i  Grand  Union/Joseph  J  McCaig  684  18  454  90  4  182  —  726  3.588'  0.10  — '»  -56" 

i  Great  A&P  Tea/James  Wood                 356  5  1,161  811  70  143  —  2,114  9.391  0.03  0.3  -3 

;  Hannaford  Bros/Hugh  G  Farrington  665  17  400  175  2  78  139  792  3.554  0.50  6.7  8 

I  Kroger/Joseph  A  Pichler  603  12  452  487  -11  46  —  985  5.977  0.23  14.4  24 

:  McDonald's/Michael  R  Quinlan  78  1  1,116  932  -3  385  5.444  7,878  17,644  0.06  21.4  20 

]  Nash  Finch/Alfred  N  Platen  713  20  369  115  18  171  —  655  1,395*  0.23  0.5  5 

i  Penn  Traffic/Phillip  E  Hawkins  _  _  NA  NA  —  —  —  —  NA         NA  —  -28 

\  ProSource/Thomas  C  Highland  755  23  324  0  -28  191  —  515  NA  0.80  0.7  NA 

;  Richfood  Holdings/John  E  Stokely  607  13  243  250  NA  486  —  979'  NA  0.24  2.4  26 

i  Rykotf-Sexton/Mark  Van  Stekelenburg  712  19  464  0  -43  192  —  656  2,845'  0.11  0.6  4 

:  Safeway/Steven  A  Burd  142  2  650  715  1  —  3,864  5,229  9,804  0.07  6.4  42 

i  Smith's  Food  &  Drug/Ronald  W  Burkle  —  —  0'*  0  NA  —  —  —  NA  14.25  79.1  0 

;  Southland/Clark  J  Matthews  II  632  15  410  216  3  280  —  907  -3,311  0.04  0.5  9 

\  Supervalu/Michael  W  Wright  507  10  780  439  56  3  117  1.339  8.019  0.18  3.4  6 

;  Sysco/Bill  M  Lindig  503  9  615  440  1  289  24  1.368  4.427*  0.23  14.6  9 

;  Wendy's  International/Gordon  F  Teter  304  3  681  1.365  33  505  —  2.550  6.928*  0.08  2.1  12 

I  Winn-Dixie  Stores/A  Dann  Davis  657  16  377  377  5  59  —  813  3.976  4.57  231.8  13 


Rank  is  based  on  total  j,  i  ;,,i,st  fiscal  year  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  ail  classes  of  common.  *Percentage  change  is  for  com- 

bined salary  and  bonus,  tfive  y.a,  .:nr  u.3li2eo  total  return  as  ot  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^aidtodate,  -tlirector's  fees  only,  "fouf-year  total.  *Three-year  total.  *Less  than  0.01%.  'Annualized  bonus,  ^rior-year  data.  'New  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000.  "Inciudes  shares  indirectly  held,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
"Return  is  for  less  than  5-year  penod.  '*Dces  not  receive  any  compensation  tor  serving  as  CEO  beyond  fees  paid  to  the  Yucaipa  Cos.,  where  he  is  the  managing  general  partner.  NA:  Not 
available. 
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INCI  DEAIE8  PSEP  BUT  EXClUOES  OESTINAIiON  4  HANDLING  CHARGES,  TAXES,  UCENSES  4  OPTIONS  AQUAl  PBlCE  DEPENDS  ON  DEAIE»  A  SUBJECT  TO  CHANGE  WfTHOUT  NOHCf 


In  the  Hindu  Kush,  it's  fashionable  simply  to  arrive. 

If  you  want  to  get  anywhere  in  this  world,  consider  the  Range  Rover  4.0  SE.    Its  permanent  four- 
wheel  drive,  all-terrain  ABS,  and  electronic  traction  control  offer  you  reassurance  as  you  travel 
the  upper  echelons  of  someone  else's  society.    Also,  electronic  air  suspension  allows  you  to  raise 
the  Range  Rover  with  the  touch  of  a  button  and  follow  the  most  foreboding  trail  as  if  it  were  more  like 
a  welcome  mat.    And  such  amenities  as  leather  seating  and  a  six-disc  CD  player  with  eleven  speakers 
make  you  feel  at  home.    Even  when  you're  the  farthest  you've  ever  been  from  it.    So  RANGE  ROVER 

why  not  call  l-80()-FINE  4WD  for  the  nearest  Land  Rover  dealer?  Or  visit  our  Web  site 
at  http://www.LandRover.com.  At  ^^55,500,*  a  Range  Rover  is  a  bit  on  the  steep  side. 
But  wherever  you  go,  there's  one  thing  you  won't  be  driving  on:  pins  and  needles. 


Always  use  your  seacbelts.  SRS/airbags  alone  do  not  provide  sufficient  pnitcction. 
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Rank  is  based  on  total  coinpensation  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr,  15  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus,  tFive-year  annualized  total  return  as  of  Mar.  31  Sources  of  return  data;  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets,  'Annualized 
salary,  Taidtodate,  director's  fees  only.  'Fourvt  -  -otai  'Three-year  total.  'Less  than  0.01%.  'Annualized  bonus.  ¥rior-year  data.  ^New  CEO;  compensation  may  be  for  another  executive 
office,  "less  than  $100,000.  "includes  shares  ind'^of'iy  held,  'deceived  options  or  restricted  stock  in  lieu  uf  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portiOR  of  bonus. 
"Return  is  foi  less  than  5-year  period,  NA:  Not  availaoie 


194 


Forbes  ■  May  19,  1997 


'W&s/m^^  co(//i//i  Y  (m^w>o  ot/r  conoement  mickawri/  lacatiofi  or  oar 
,5^>ectaa/At^^  oiau.  'So  u>e  /tx^^eated otw^juiest  room&,  ac^c^ed cofid€r^c/i^><>r&', 
a/i  eaoecatioo/itn^A  center^  and um>^^ c^&&  c/tnin^  at^^  &ir^me.  ^7^m  (0€^ 
irn^jrooed  e/^yt/u/i^       tAat  mady  usy  s^>eda/.  Soen  mir  /?arno. 


N  E  W      Y  O  R  K- 
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Company/chief  executive 

— Rani'. 

-Compensation— 

5-yr  total 

—Stock  owned — 

uUill|Jdliy  9 

mmi 

in 

salary 

bonus 

% 

other 

stock  gains  total 

% 

mkt  value 

total 

300  execs  industry 

— ($thou)—  change* 

■{$thou)  

($mil) 

returnt 

dians 

$670 

$S1» 

10% 

$216 

— 

$2,133 

$12,306 

0.10% 

$13.2 

16% 

\  Abbott  Laboratories/Duane  L  Burnham 

265 

21 

847 

1,055 

5 

956 



2,858 

19,164 

0.05 

23.5 

16 

j  Aetna/Ronald  E  Compton 

121 

13 

839 

1,7.50 

23 

3,224 



5,813 

16,783 

0.05 

6.7 

20 

i  Allegiance/Lester  B  Knight 

635 

44 

421 

459 

NA 

23 

902 

NA 

0.09 

1.1 

NA 

i  ALZA/Ernest  Mario 

bUb 

A  1 

41 

330 

lUU 

A 

4 

loU 

9  f;99^ 

KJVl 

1.0 

0 

—0 

:  American  Home  Prod/John  R  Stafford 

27 

4 

1,230 

1,230 

4 

542 

15,472 

18,473 

36,307 

0.04 

16.3 

14 

i  AmeriSource  Health/Jotin  F  McNamara 

623 

42 

445 

440 

33 

57 

941 

18,432 

2.12 

22.8 

43'* 

;  Amgen/Gordon  M  Binder 

43 

7 

724 

900 

7 

163 

10,672 

12,459 

37,641 

0.08 

12.5 

12 

i  Baxter  International/Vernon  R  Loucks  Jr 

208 

18 

751 

800 

0 

2,150 

3,701 

15,680 

0.23 

28.2 

9 

j  Becton  Dicltinson/Clateo  Castellini 

4UU 

07 

C7Q 

b/y 

b/D 

1  Q 
16 

QQ 

yy 

0Q7 

jy/ 

1,ojU 

4,  jD^ 

U.UD 

9  fi 

99 

:  Bergen  Brunswig/Donald  R  Roden 

654 

46 

400 

359 

NA 

64 

823' 

NA 

0.03 

0.3 

12 

i  Beverly  Enterprises/David  R  Banks 

592 

40 

622 

0 

-13 

390 

— 

1,012' 

5,284 

0.20 

2.8 

11 

i  Bindley  Western  Inds/William  E  Bindley 

542 

35 

656 

287 

11 

269 

— 

1,212 

5,318 

26.45 

59.6 

3 

:  Biogen/James  R  Tobin 

NA 

NA 

NA 

NA 

23 

Boston  Scientific/Peter  M  Nicholas 

i/y 

1  7 
1/ 

baU 

DUU 

y 

007 
00/ 

0  COS 
i.,oi.o 

/I  1 1 1^ 

4,110 

7  909 

Q  K9 

y.bo 

701;  c 
/oD.b 

9QW 

^y 

:  Bristol-Myers  Squibb/Charles  Heimbold  Jr 

104 

11 

1,161 

1,161 

-2 

52 

4,259 

6,633 

16,407* 

0.02 

14.7 

14 

i  Cardinal  Health/Robert  D  Walter 

462 

30 

531 

399 

-1 

605 

— 

1,536 

7,591 

3.92 

211.7 

27 

Chiron/Edward  E  Penhoet 

704 

47 

423 

255 

-9 

5 

— 

682 

11,872 

0.18 

5.8 

9 

1  Columbia/HCA/Richard  L  Scott 

631 

43 

900 

QU 

5 

8 

908 

4,548 

1.39 

314.2 

20 

\  Foundation  Health/Malik  M  Hasan 

J/U 

007 

yo/ 

n 
U 

AC, 
—45 

0^  J 

o^n 

9  nno 

97  Q1  Q 

0  oa 
0.00 

110^ 

1  iy.4 

MA 

i  Genentech/Arthur  D  Levinson 

651 

45 

525 

275 

19 

31 

831 

NA 

6 

0.3 

16 

Guidant/Ronald  W  Dollens 

504 

31 

352 

233 

22 

773 

— 

1,358 

3,493* 

0.09 

4.0 

82'* 

HBO  &  Co/Charles  WMcCall 

19 

3 

525 

1,050 

32 

327 

22,656 

24,558 

41,314 

0.29 

13.8 

71 

Health  Management/William  J  Schoen 

36 

5 

494 

494 

5 

1,365 

11,702 

14,054 

24,884 

1.22 

33.5 

40 

HealthSouth/Richard  M  Scrushy 

17 

2 

3,380 

8,000 

69 

34 

16,169 

27,583 

49,402 

0.18 

11.8 

26 

Hillenbrand  IndsAV  August  Hillenbrand 

A  A  1 

441 

00 

Ci 

COl 

byi 

OA 

b/i4 

1  nn 
lUU 

001 

Ziyi 

1  cnc 
l,bUb 

7  ono 

a  AC 
b.4b 

101  1 
lyi.i 

0 
i 

Humana/David  A  Jones 

533 

32 

974 

0 

-31 

268 

— 

1,242 

13,017 

5.98 

208.0 

21 

Johnson  &  Johnson/Ralph  S  Larsen 

132 

14 

1,070 

1,002 

-3 

822 

2,649 

5,544 

16,642 

0.02 

16.4 

19 

Eli  Lilly/Randall  L  Tobias 

103 

10 

1,100 

1,152 

14 

2,686 

1,739 

6,677 

15,059* 

0.03 

16.1 

23 

Mallinckrodt/C  Ray  Holman 

545 

36 

685 

450 

4 

69 

— 

1,204 

6,808 

0.10 

3.0 

6 

McKesson/Alan  Seelenfreund 

111 

12 

655 

500 

-33 

526 

4,645 

6,326 

20,330 

0.22 

6.4 

18 

MedPartners/Larry  R  House 

lb 

710 

/lo 

1  70C 

1,/ob 

lb4 

oc 

1  cn  /I 

l,by4 

A  OOO 

4,223 

in  700S 
lU,/oo' 

n  CO 
U.bo 

00  0 

1  A 14 
lU" 

Medtronic/William  W  George 

318 

22 

600 

415'3 

22 

1,347 

— 

2,362 

8,202 

0.10 

14.9 

28 

Merck/Raymond  V  Gilmartin 

327 

23 

1,000 

1,300 

10 

7 

— 

2,307 

5,9575 

 6 

9.1 

14 

Owens  &  Minor/G  Gilmer  Minor  III 

756 

48 

410 

0 

9 

78 

24 

512 

3,070 

1.36 

5.8 

8 

Oxford  Health  Plans/Stephen  F  Wiggins 

14 

1 

600 

1,080 

121 

112 

27,270 

29,062 

51,348 

2.24 

107.8 

87 

PacifiCare  Health/Alan  R  Hoops 

242 

20 

661 

400 

14 

278 

1,883 

3,222 

10,706 

0.52 

16.8 

NA 

Pall/Eric  Krasnoff 

C7Q 

b/y 

07 

6/ 

A  no 

492 

492 

20 

73 

1,056 

2,785* 

0.05 

1.6 

6 

Perkin-Elmer/Tony  L  White 

236 

19 

550' 

825 

NA 

1,917 

— 

3,292 

NA 

0.22 

6,1 

17 

Pfizer/William  C  Steere  Jr 

37 

6 

1,190 

2,301 

13 

4,437 

5,944 

13,872 

30,396 

0.03 

19.2 

22 

Pharmacia  &  Upjohn/Jan  Ekberg 

409 

28 

950' 

850' 

NA 

— 

— 

1,800 

NA 

 e 

0.2 

4 14 

Rhone-Poulenc  Rorer/Michel  de  Rosen 

591 

39 

572 

298 

22 

142 

— 

1,012 

2,687* 

 E 

0.6 

8 

St  Jude  Medical/Ronald  A  Matricaria 

537 

34 

550 

544 

2 

127 

— 

1,220 

5,001* 

0.09 

2.5 

2 

Schering-Plough/Richard  J  Kogan 

70 

8 

900 

1,080 

33 

1,992 

4,118 

8,090 

NA 

0.02 

5.4 

24 

Stryker/John  W  Brown 

585 

38 

500 

450 

23 

88 

1,038 

3,890 

4.63 

134.7 

6 

Tenet  Healthcare/Jeffrey  C  Barbakow 

338 

24 

945 

1,166 

43 

153 

2,264 

•5,879* 

 6 

0.5 

14 

United  HealthCare/William  W  McGuIre 

534 

33 

1,100 

0 

-37 

136 

1,236 

32.030 

0.10 

9.4 

19 

Vencor/W  Bruce  Lunsford 

391 

26 

650 

962 

-12 

5 

280 

1,896 

13,453 

3.00 

81.4 

14 

Warner-Lambert'Melvin  R  Goodes 

137 

15 

993 

1,300 

33 

3,091 

5,383 

20,929 

0.06 

16.6 

26 

WellPoint  Health/Leonard  D  Schaeffer 

89 

9 

745 

532 

35 

5,734 

7,011 

12,739 

0.01 

0.3 

4H 

Rank  is  based  on  total  cotDpensatiop  for  latest  fiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  tPive-year  annualized  i-tal  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary.  ¥aidtodate.  'Director's  fees  only.  *Four , tar  total,  ^hree-year  total.  WthanflOnc.  'Annualized  bonus.  'Prior-year  data.  'New  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000.  "includes  shares  icu'rectly  held,  "deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary,  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
'*Return  is  for  less  than  5-year  period.  NA.  Not  availiDie, 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 

You  could  also 
have  a  ThinlcPad. 

No  reason  to  let  a  little  thing  like 
money  stand  between  you  and  a 
ThinkPad.  Because  now,  for  less 
than  $2,000,  you  can  have  a 
notebook  from  the  family  that's 
won  over  300  awards'  —  complete 
with  Pentium®  processor  power, 
integrated  TrackPoint  III,  and  that 
unmatched  ThinkPad  "feel."  Just 
call  1  800  426-7255;  ext.  5011,  for 
more  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  www.pc.ibm.com/thinkpad. 

A  better  place  to  thinlc. 


ThinlcPad 


Thinlc 


;!t        f.  %  t  V  : 
r  fit  If  1 1  «  t 
lift  t.f.i  I  •i-" 


TlunkPad  365W 
120  MHz  ' processor,  8MB  menwry,  1.08GB'  hard 
disli.  llJ-inch  screen.  TrackPoinI  III.  4X CD-ROM, 
Lotus  SinarlSuile;  $1,899'.' Available  today. 


Sf^Bn■'a^'Wl^;i^^^^^^ifc''*3«i¥r^l'a■tli^ 


'From  media  ind  m 

3MH2  denotes  internal  clock  speed  of  the  tnicioprocessor  only;  other  factors  also  attect  application 
performance.  ■'GB  =  billion  bytes.  SMay  be  preloaded,  included  on  a  CD.pr  available  tq  order  on  a  CD. 
Diskettes  and  tiard  copy  documentation  available  at  extra  ctiatge.  ^Model  EEF'ERF.  Estiinated  IBM  authorized 
retailer  price.  Actual  prices  may  vary.  Oilier  models  range  uptoS2,999  IBM.  ThinkPad.  TrackPoint  III  and 
Solutions  tor  a  small  planet  are  trademarks  of  International  Business  Machines  Corporation.  Lotus  and 
'  SmartSuite  are  registered  trademarks  of  Lotus  Development  Corp.  The  Intel  Inside  logoani}  Pentium  are 
registeredtrademarksof  Intel  Corp.  F 1997  IBM  Corp.  , 


Solutions  for  a  small  planet 


Company/chief  executive   Rank  Compensation   —Stock  owned—  Company's 

among     in     salary    bonus    %      otiier    stock  gains   total       5-yr  total       %      mkt  value  total 
800  e^'      '  '         '  '  hrp?';*   ($thou)  ($mil)  returnt 


:  Aflan/n^nipl  P  Amn^ 

68 

6 

1,057 

1,044 

18 

6 

6,158 

8,265 

23,518 

0.34% 

58.2 

22% 

-  AllAahanv/lnhn  1  Riirn*\  Ir 

348 

22 

610 

390 

-12 

1,152 

2,152 

9,517 

0.34 

5.1 

13 

:  Altmerica  Financial/John  F  0'8rien 

228 

11 

850 

1,816 

72 

730 

3,396 

8,840' 

27" 

:  Allstate/Jerrv  D  Choate 

479 

38 

770 

406 

-19 

299 

1.475 

4,013^ 

 i 

1.7 

24" 

i  American  Bankers/Gerald  N  Gaston 

471 

35 

560 

919 

NA 

22 

— 

1,501 

NA 

0.86 

9.5 

26 

:  American  Fin!  Group/Carl  H  Lindner 

58 

5 

1,364 

900 

27 

423 

6,341 

9,028« 

15,091 

11.37 

235.8 

15 

I  American  General/Robert  M  Devlin 

392 

27 

615 

750 

NA 

528 

1,894'' 

NA 

0.04 

3.0 

19 

i  American  IntI  Group/Maurice  R  Greenberg 

24 

3 

1,000 

3,150 

0 

10,835 

5,027 

20,012 

56,672 

2.20 

1,209.3 

25 

'■  American  Natl  Ins/Robert  L  Moody 

248 

12 

3,166 

0 

9 

1 

3,167 

13,647 

1.32 

26.9 

22 

i  WR  Berkley/William  R  Berkley 

264 

16 

1,014 

1,527 

26 

365 

— 

2,906 

9,171 

12.82 

119.7 

10 

\  Berkshire  Hathaway/Warren  E  Buffett 

784 

51 

100 

0 

0 

100 

500 

41.80 

19,467.0 

NA 

;  Chubb/Dean  R  O'Hare 

191 

9 

838 

1,268 

4 

561 

1,269 

3,935 

13,269 

0.08 

7.0 

13 

:  Cigna/Wilson  H  Taylor 

44 

4 

918 

2,600 

44 

823 

7,961 

12,302 

23,348 

0.10 

10.5 

29 

:  Cincinnati  Financial/Robert  B  Morgan 

562 

44 

660 

459 

15 

1,119 

6,992 

0.60 

22.9 

17 

i  Conseco/Stephen  C  Hilbert 

7 

2 

250 

13,576 

80 

14,104 

23,450 

51,381 

277,267 

2.26 

160.7 

32 

i  Equitable  Cos/Joseph  J  Melone 

252 

14 

683 

2,300 

15 

101 

3,083 

NA 

 6 

0.3 

28" 

i  Equitable  of  Iowa/Frederick  S  Hubbell 

581 

45 

533 

394 

22 

116 

1,043 

9,419 

1.77 

27.9 

33 

:  Everest  Reinsurance/Joseph  V  Taranto 

454 

32 

852 

690 

38 

17 

1,558 

17,026^ 

0.87 

11.8 

30" 

:  Fremont  General/James  A  Mclntyre 

364 

23 

719 

1,050 

6 

305 

2,074 

9,411 

7.72 

62.5 

32 

;  General  Re/Ronald  E  Ferguson 

161 

8 

900 

883 

16 

844 

1,908 

4,535 

15,206 

0.10 

12.8 

13 

i  Horace  Mann/Paul  J  Kardos 

659 

47 

394 

394 

-7 

15 

803* 

4,111 

2.16 

22.8 

17 

:  ITT  Hartford  Group/Ramani  Ayer 

649 

46 

525 

300 

NA 

22 

847' 

NA 

0.03 

2.1 

41" 

:  Jefferson-Pilot/David  A  Stonecipher 

379 

26 

844 

633 

9 

492 

1,968 

6,448 

0.08 

2.9 

21 

;  John  Alden  Financial/Glendon  E  Johnson 

529 

42 

694 

439 

70 

118 

1,251 

5,849 

0.34 

1.5 

414 

;  Leucadia  National/Ian  M  Gumming 

666 

48 

517 

16 

-33 

258 



791 

44,382 

16.72 

304.6 

18 

;  Liberty  Financial  Cos/Kenneth  R  Leibler 

412 

28 

705 

750 

27 

48 

282 

1,785 

NA 

0  04 

0.4 

24" 

;  Life  USA  Holding/Robert  W  MacDonald 

524 

40 

650 

350 

0 

275 

1,275 

4,415 

20.8 

014 

0 

Lincoln  National/Ian  M  Rolland 

373 

25 

1,003 

0 

5 

361 

623 

1,988 

10,819 

0.18 

9.6 

18 

Ohio  Casualty/Lauren  N  Patch 

728 

49 

530 

0 

12 

48 

30 

607 

1,917' 

0.59 

8.2 

13 

Old  Republic  Intl/A  G  Zucaro 

437 

30 

519 

735 

81 

10 

397 

1,661 

7,716 

0.10 

2.4 

16 

PennCorp  Financial/David  J  Stone 

452 

31 

408 

1,150 

NA 

12 

1,570' 

NA 

L.Oj 

25.0 

IQ" 

PMI  Group/W  Roger  Haughton 

730 

50 

400 

199 

88 

6 

605 

NA 

 6 

 10 

1  7''! 

Progressive/Peter  B  Lewis 

334 

19 

800 

1,321 

35 

159 

2,280 

14,153 

11.51 

537.0 

32 

Protective  Life/Drayton  Nabers  Jr 

372 

24 

535 

691 

28 

765 

1,991 

7,072 

0.44 

5.7 

30 

Provident  Cos/J  Harold  Chandler 

417 

29 

687 

721 

-38 

358 

1,765 

6,264' 

0.26 

6.8 

25 

Providian/lrving  W  Bailey  II 

340 

20 

745 

519 

8 

389 

603 

2,255' 

10,561 

U.lu 

8.5 

1  7 

Reliance  Group/Saul  P  Steinberg 

143 

7 

1,800 

2,013 

0 

1,386 

5,199 

25,840 

1  1  R 

396.5 

£4 

ReliaStar  Financial/John  G  Turner 

333 

18 

624 

507 

4 

833 

317 

2,280 

9,128 

0.25 

6.0 

33 

Safeco/Roger  H  Eigsti 

474 

37 

667 

67 

3 

426 

328 

1,488 

5,705 

0.09 

4.2 

15 

St  Paul  Cos/Douglas  W  Leatherdale 

536 

43 

770 

217 

-28 

167 

76 

1,230 

7,414 

0.11 

5.9 

17 

SunAmerica/Eli  Broad 

254 

15 

600 

2,332 

38 

126 

3,058 

23,582 

9.54 

465.4 

49 

TIG  Holdings/Jon  W  Rotenstreich 

513 

39 

800 

450 

25 

66 

1,316 

3,940' 

0.58 

9.8 

8" 

Torchmark/Ronald  K  Richey 

470 

34 

1,167 

-30 

341 

1,507 

34,153 

1.32 

50.2 

11 

Transamerica/Frank  C  Herringer 

200 

10 

975 

756 

3 

221 

1,890 

3,842 

11,764 

0.12 

6.7 

21 

Transatlantic  Holding/Robert  F  Orlich 

527 

41 

328 

220 

29 

578 

139 

1,264 

2.157^ 

 6 

0,2 

19 

Rank  is  based  on  total  compensation  for  latest  tiscal  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus,  tfive-year  annualized  total  return  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary,  ^'aidtodate.  'Director  s  fees  only,  four-year  total.  ^Three-year  total,  ^less  than  0.01%.  'Annualized  bonus.  'Prior-year  data.  ^New  CEO;  compensation  may  be  for  another  executive 
office,  less  than  $100,000.  "includes  shares  Indirectly  held,  'deceived  options  or  restricted  stock  m  lieu  of  portion  of  salary.  "Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
"(Return  is  for  less  than  S-year  period.  NA;  Not  available. 
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If  your  company  needs  a  larger,  more  capable 
business  jet — consider  three  things. 

First,  think  about  multi-mission  performance. 
The  agile  Falcon  900B  can  use  shorter  runways 
than  comparable  jets,  even  in  challenging  "hot 
and  high"  conditions.  And  the  4000  nm  nonstop 
range  puts  most  business  destinations  within 
nonstop  reach. 

Second,  evaluate  the  productivity  of  a  comfortable,  widebody  cabin. 
This  Falcon  connects  three  spacious  lounges  in  a  large,  inviting  volume. 
Tall  enough  for  a  person  6'2"  to  stand  up  straight. 

Third,  add  the  benefits  of  better  design.  Aerodynamically  refined,  the 
900B  uses  three  thrifty  engines  instead  of  two  thirsty  ones.  Surprisingly, 
this  trijet  configuration  actually  lowers  operating  costs — while  meeting 
airline  safety  standards  for  direct  overwater  flights. 

Three  values  to  delight  pilots,  passengers — even  your  CFO.  To  learn 
more  about  a  business  jet  that  does  everything  well,  contact  John 
Rosanvallon  in  the  U.S.  at  (201)  541-4600  or  Jean-Claude  Bouxin  in  Paris 
at  (331)  40-83-93-08. 


AMAZING.  AFFORDABLE. 
FALCON  900B. 


And  he  shaves  in  |[hurry  these  days. 

The  p  i  -  of  life  has  quickened  for  Mr.  Ptacek. 
As  the  owner  of  a  thriving  urban  demoHtion  and 
renewal  business  in  Prague,  he  hasn't  much  time 
for  anything  bui  his  job. 


Wliich  is  more  than  okay  with  him.  Because 
now  he's  making  all  his  decisions  himself  One 
of  which  was  to  acquire  the  Caterpillar  equipmer 
he'd  seen  and  admired  at  expositions  but  couldn't 
persuade  the  bureaucracy  to  choose  for  him. 


he  was  40.  Now  he  sees  one  every  time  he  shaves. 


Came  the  revolution-  along  with  a  Cat 
cr  who  gave  him  credit    and  he  now  has 
-wcavator  of  his  dreams.  Its  speed  and 
icncy  has  cut  costs  to  the  point  where 
its  have  increased,  which  he  tells  us  he's 


plowed  back  into  the  business. 

Spoken  like  a  true  entrepreneur,  Mr.  Ptacek. 

CATERPILLAR 


-  Rank 

-Compensation  — 

— Stock  owned — 

Company's 

Company/chief  executive 

jriione 

in 

salary 

bonus 

% 

other 

stock  gains  total 

5-yr  total 

% 

mkt  value 

luidi 

sua  execs  industry 

— ($thou)— 

change* 

■^Jthou)  

($mj|) 

returnt 

INSURANCE  - 

tidians 

$705 

$691 

.(  12% 

$258 

— 

$1,968 

$9,419 

0.34% 

$9.5 

-  -   -  — , 

:  Travelers  Group/Sanford  1  Weill 

4 

1 

1,025 

5,054 

14 

253 

85,233 

91,565 

274,414 

1.37 

446.3 

39 

i  Unltrin/Richard  C  Vie 

297 

17 

613 

15.0 

33 

1,874 

2,636 

4,475 

0.09 

1.7 

12 

1  UMUM/James  F  Orr  III 

473 

36 

740 

740 

57 

9 

1,489 

10,059 

0.22 

10.9 

17 

i  USF&G/Norman  P  Blake  Jr 

250 

13 

859 

1,100 

-15 

1,168 

3,127 

13,823 

0.09 

2.1 

22 

;  USLIfe/Greer  F  Henderson 

347 

21 

685 

183 

5 

852 

436 

2,156 

NA 

0.54 

8.6 

22 

:  Western  National/Michael  J  Poulos 

458 

33 

750 

750 

0 

41 

1,541 

5,248' 

0.31 

4.8 

23" 

METALS  Medians 

$675 

$485 

0% 

$224 

— 

$1,685 

$9,159 

0.18% 

$4.7 

$10 

;  AK  Steel  Holding/Richard  M  Wardrop  Jr 

332 

7 

547 

557 

26 

1,185 

— 

2,289 

NA 

0.69 

6.9 

16" 

1  Allegheny  Teledyne/Richard  P  Simmons 

699 

17 

705'5 

0 

NA 

— 

— 

705 

NA 

9.32 

460.0 

14 

i  Alumax/Allen  Born 

422 

9 

800 

797 

27 

141 

1,738 

7,949'' 

0.38 

7.9 

19" 

i  Alcoa/Paul  H  O'Neill 

79 

2 

750 

810 

-22 

172 

6,114 

~l  0  AC 

7,846 

<?D,2ol 

nil 
0.11 

13.5 

16 

I  Asarco/Richard  de  J  Osborne 

431 

10 

812 

485 

-20 

389 

1,685 

7,183 

0.27 

3.2 

3 

i  Bethlehem  Steel/Curtis  H  Barnette 

637 

16 

655 

90 

-12 

141 

887 

3,779 

0.09 

0.8 

-11 

I  Commercial  Metals/Stanley  A  Rabin 

583 

13 

405 

545 

4 

91 

1,041 

5,213 

1.12 

4.7 

12 

i  Cyprus  Amax  Mineral/Milton  H  Ward 

263 

5 

708 

1,200 

-18 

1,016 

2,924 

12,155 

0.41 

9.0 

6 

i  Engelhard/Orin  R  Smith 

180 

3 

775 

800 

-5 

1,603 

920 

4,098 

28,329 

0.60 

17.7 

16 

i  Freeport  Copper/James  R  Moffett 

11 

1 

1,069 

5,725 

22 

517 

26,499 

33,811 

54,156" 

0.48 

26.5 

10 

1  Inland  Steel  inds/Robert  J  Darnall 

509 

11 

685 

316 

-17 

332 

1,333 

4,934 

0.16 

1.6 

-3 

i  LTV/David  H  Hoag 

555 

12 

600 

316 

-1 

224 

1,140 

9,159 

0.08 

1.2 

79 

;  Maxxam/Ctiarles  E  Hurwitz 

358 

8 

633 

450 

2 

101 

928 

2,112* 

12,980 

30.57 

116.1 

2 

;  National  Steel/Osamu  Sawaragi 

716 

18 

500' 

150 

NA 

650 

NA 

-14" 

;  Newmont  Mining/Ronald  C  Cambre 

610 

15 

567 

394 

14 

9 

970 

2,824' 

 6 

0.2 

6 

i  Nucor/John  D  Correnti 

599 

14 

280 

409 

-21 

303 

992 

NA 

0.05 

2.0 

15 

:  Phelps  Dodge/Douglas  C  Yearley 

240 

4 

675 

675 

5 

396 

1,501 

3,248 

18,634 

0.18 

8.5 

16 

:  Reynolds  Metals/Jeremiah  J  Sheelian 

746 

19 

509 

0 

NA 

62 

57P 

NA 

 6 

0.3 

4 

i  USX-US  Steel/Ttiomas  J  Usher 

324 

6 

833" 

1,200 

29 

292 

2,325 

NA 

0.04 

0.9 

5 

$760 

$428 

10% 

$130 

— 

$1,578 

$7,744 

0.35% 

$8.1 

12% 

\  AutoZone/Johnston  C  Adams  Jr 

778 

44 

293 

93 

NA 

2 

388' 

NA 

 6 

 10 

4 

;  Barnes  &  Noble/Leonard  Riggio 

515 

27 

900 

405 

12 

1,305* 

5,273' 

16.99 

205.9 

7" 

i  Best  Buy/Richard  M  Schuize 

204 

11 

750 

0 

3 

24 

3,004 

3,779 

8,851 

21.25 

115.3 

4 

;  Caldor/Warren  D  Feldberg 

NA 

NA 

NA 

NA 

-34 

;  Circuit  City  Stores/Richard  L  Sharp 

577 

30 

686 

377 

-35 

1,062 

21,883 

0.94 

34.8 

16 

;  CompUSA/James  F  Halpin 

349 

17 

653 

1.496 

117 

2,149 

3,58P 

0.37 

5.9 

15 

i  Consolidated  Stares/William  Kelley 

146 

6 

651 

879 

33 

3,571 

5,101 

11,747 

0.05 

1.4 

24 

:  Costco  Cos/James  D  Sinegal 

769 

42 

300 

150 

47 

17 

467 

8,134 

1.34 

77.9 

14" 

i  cue  International/Walter  A  Forbes 

34 

2 

733 

725 

9 

28 

13,115 

14,600* 

32,601 

0.18 

11.5 

31 

i  CVS/Stanley  P  Goldstein 

294 

13 

1,050 

1,000 

95 

146 

466 

2,662 

9,587 

0.17 

8.7 

NA 

i  Dayton  Hudson/Robert  J  Ulrich 

128 

5 

1,028 

3,170 

193 

808 

588 

5,593 

11,835' 

0.06 

5.8 

18 

;  Dillard  Dept  Stores/William  T  Dillard  Sr 

423 

20 

885 

660 

-19 

190 

1,735* 

11,532 

1.11 

39.2 

-5 

:  Dollar  Generai/Cal  Turner  Jr 

339 

16 

538 

500 

54 

69 

1,153 

2,260* 

19,355 

22.20 

594.5 

43 

:  Federated  Dept  Strs/James  Zimmerman 

353 

18 

1,000 

443 

NA 

682 

2,125' 

NA 

0.04 

2.6 

18 

:  Gap/Millard  Drexler 

1 

1 

1,780 

1,350 

65 

99,891 

1,800 

104,822 

NA 

1.76 

153.3 

10 

i  Home  Depot/Bernard  Marcus 

277 

12 

600 

2,000 

0 

172 

2,772 

13,987 

3,07 

848.5 

11 

!  Inacom/Bill  L  Fairfield 

443 

21 

424 

926 

22 

252 

1,602 

4,545 

1.52 

4.2 

17 

!  Intelligent  Electron/Richard  D  Sanford 

488 

24 

850 

0 

0 

454 

114 

1,418* 

8,183 

10.17 

10.6 

-22 

;  Kmart/Floyd  Hall 

368 

19 

1,000 

875'3  NA 

145 

2,019 

NA 

0.17 

10.3 

-23 

;  Kohl's/William  S  Kellogg 

617 

33 

862 

92 

3 

6 

959* 

4,564 

17.80 

650.1 

42" 

;  Limited/Leslie  H  Wexner 

178 

9 

1,012 

915 

0 

2,198 

4,125 

1-2,283 

23.16 

1,139.0 

-6 

i  Longs  Drug  Stores/Robert  M  Long 

761 

41 

150 

306 

17 

46 

503 

2,277 

10.79 

103.8 

9 

;  Lowe's  Cos/Robert  L  Tillman 

531 

29 

548 

413 

NA 

274 

14 

1,249' 

NA 

0.09 

5.9 

33 

!  May  Dept  Stores/David  C  Farrell 

46 

3 

1,175 

720 

16 

3,472 

6,634 

12,001* 

29,784 

0.35 

40.4 

12 

:  Mercantile  Stores/David  L  Nichois 

498 

25 

800 

521 

18 

68 

1,388 

5.019 

0.02 

0.3 

8 

Rank  is  based  on  total  comperisation  fci  lat-  •  ■ 
bined  salary  and  bonus.  tFive-year  ann  •. 
salary,  ^aid  to  date,  ^lirector's  fees  cnl;  ' 
office,  'less  than  $100,000.  "Includes  s:; 
"Return  is  for  less  than  5-year  period.  '^V, 
by  USX  Corp.  for  services  rendered  to  Maratho.. 


'  year  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  *Percentage  change  is  for  com- 
'1  as  of  Mar.  31.  Sources  of  return  data:  Market  Guide  via  OneScurce  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
'  ^Three-year  total.  'Less  than  0.01%.  'Annualized  bonus.  *Prior-ye3r  data.  'New  CEO;  compensation  may  be  for  another  executive 
'-'ri  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  salary,  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
i-oiviTiOfi  Stock,  which  will  be  issued  in  lieu  of  salary.  '^Includes  compensation  paid  by  Freeport-McMoRan.  "Salary  and  bonus  is  paid 
.  -  :.?iplii,NA:  Not  available. 
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Forbes  ■  May  19,  1997 


Do 


you 


need  directions? 


or 


just  look  for  the  next  landmark. 


Or  do  you  know  where  you're  going? 


Have  the  roads  become  unfamiliar? 


Or  do  you  know  your  way  around? 


Today,  technology 


is  taking  us  places 


we  ve  never  oeen 


You  can  stop 


and  ask  someone 


What's  new  in  your  world  t 


:ab-forward  design, driver-adaptive  transmission, specially  modified  double-wishbone  suspension,  body-stiffening  rail-through  constructic 

FATIGUE-REDUCING  DRIVER'S  SEAT,  CAR  AND  DRIVER'S  "10  BEST"  THREE  YEARS  RUNNING.  INQUIRIES,  l-SOO-t  A  CHRYSLER.  WEB  SITE,  www.chryslercars.com  , 


r 


I  ruwcnruL  rcurn 


Company/chief  executive 

— R^wk 

-Compensation  

— Stock  owned — 

Company's 

mam 

ill 

saldry 

bonus 

% 

other 

stock  gains 

total 

5-yr  total 

% 

mkt  value 

total 

81 

JO  execs  industry 

— ($thou)— 

change* 

 ($thou)  

($nill) 

returnt 

idfans 

"  ■ ' 

$760 

$428 

$130 

— 

$1,578 

$7,744 

0.35% 

$8.1 

12% 

Fred  Meyer/Kouert  b  iviiiier 

677 

36 

597 

86 

23 

64 



747« 

7,744' 

0.70 

7.5 

8 

MicroAge/Jeffrey  D  McKecver 

717 

39 

46F 

87'3  10 

99 



647 

4,305 

2.68 

5.2 

12 

Nordstrom/Raymond  A  Johnson 

775 

43 

350 

0 

2 

69 

— 

419 

NA 

 6 

0.2 

2 

Office  Depot/David  1  Fuente 

615 

32 

800 

0 

-18 

161 

— 

961 

28,287 

0.23 

5.0 

13 

OfficeMax/Michael  Feuer 

721 

40 

638 

0 

-61 

— 

— 

638 

4,408 

1.78 

25.0 

8" 

Payless  Cashways/David  Staniey 

710 

38 

650 

0 

0 

12 



662 

3,895 

0.15 

0.1 

-40" 

JC  Penney/James  E  Oesterreicher 

447 

22 

458 

588 

29 

444 

92 

1,581 

4,723* 

0.05 

5.9 

12 

Revco  DS/D  Owayne  Hoven 

502 

26 

635 

722 

-8 

14 

— 

1,371 

4,423' 

0.13 

3.7 

38" 

Rite  Aid/Martin  L  Grass 

163 

8 

1,000 

600 

47 

2,877 

— 

4,477 

NA 

0.96 

50.9 

17 

Sears,  Roebuck/Arthur  C  Martinez 

153 

7 

1,100 

1,891 

47 

1,864 

— 

4,855 

NA 

0.04 

6.6 

28 

Service  Merchandise/Raymond  Zimmerman 

655 

35 

782 

0 

0 

40 



821 

4,067 

4.51 

13.5 

-20 

Spiegel/Jotin  J  Shea 

629 

34 

700 

23 

21 

198 



922 

5,699 

0.10 

0.9 

1 

Staples/Thomas  G  Sternberg 

700 

37 

423 

281 

8 

— 

— 

7048 

5,062 

0.70 

22.8 

27 

Tandy/John  V  Roach 

609 

31 

770 

0 

-16 

116 

87 

973 

6,216 

0.24 

6.8 

13 

TJX  Cos/Bernard  Cammarata 

48 

4 

1,200 

1,300 

59 

2,767 

5,373 

10,640 

18,968 

0.06 

2.0 

21 

lOyS   If   Uo/tVMLIIdcl  uOIUblclli 

187 

10 

800 

55 

-9 

103 

3,013 

3,971 

8,277' 

0.10 

7.5 

-3 

Waban/Herbert  J  Zarkin 

530 

28 

606 

199 

9 

444 

1,250 

6,360 

0.35 

3.2 

2 

Wal-Mart  Stores/David  0  Glass 

450 

23 

1,085 

378 

41 

112 

1,574 

5,819 

0.11 

68.6 

2 

Walgreen/Charles  R  Walgreen  III 

330 

15 

870 

491 

3 

934 

2,294 

9,591 

0.39 

41.2 

20 

Woolwortti/Roger  N  Farah 

310 

14 

1,500 

500 

NA 

458 

2,4588 

NA 

0.15 

4.3 

-3 

TRAVEL  &  TRANSPORT  Medians 

$600 

$463 

3% 

$151 

— 

$1,943 

$10,186 

0.10% 

$5.2 

14% 

Airborne  Freight/Robert  S  Cline 

669 

23 

514 

0 

6 

11 

245 

770 

3,907 

0.59 

4.1 

5 

AMR/Robert  LCrandall 

246 

10 

663 

395 

76 

2,131 

— 

3,1888 

18,590 

0.08 

5.2 

2 

APL  Limited/Tmiothy  J  Rhem 

744 

28 

393 

155 

NA 

23 

572 

NA 

 6 

 10 

6 

Burlington  Santa  Fe/Robert  D  Krebs 

112 

5 

544 

16' 

'  -29 

1,408 

4,314 

6,283 

26,521 

0.07 

7.8 

15 

Caliber  System/Daniel  J  Sullivan 

727 

26 

583 

0 

17 

31 

614 

NA 

0.09 

1.0 

-16 

Circus  Circus/Clyde  T  Turner 

418 

17 

800 

920 

114 

39 

1,7608 

3,396* 

0.03 

0.9 

-1 

Conrail/David  M  LeVan 

692 

24 

595 

0 

10 

119 

713 

1,764* 

0.05 

4.6 

26 

Con  Freightways  Inc/Donald  E  Moffitt 

399 

16 

670 

1,042 

151 

151 

1,862 

6,108 

0.08 

1.1 

11 

Continental  Airlines/Gordon  M  Bethune 

49 

2 

605 

882 

34 

3,477 

5,560 

10,524 

15,052* 

 6 

 10 

24" 

CSX/John  W  Snow 

122 

6 

961 

1,527 

-4 

2,084 

1,239 

5,811 

24,056 

0.52 

52.1 

12 

Delta  Air  Lines/Ronald  W  Allen 

335 

12 

475 

533 

-3 

28 

1,244 

2,279 

5,168 

0.04 

2.9 

7 

Federal  Express/Frederick  W  Smith 

360 

14 

746 

0 

-39 

1,356 

2,102 

5,879 

8.39 

512.7 

17 

HFS/Henry  R  Silverman 

21 

1 

1,502 

2,250 

162 

40 

19,990 

23,782 

28,817 

0.10 

6.6 

83" 

Hilton  Hotels/Stephen  F  Bollenbach 

578 

20 

491^ 

509 

NA 

58 

1,058 

NA 

0.02 

1.0 

18 

Host  Marriott/Terence  C  Golden 

346 

13 

600 

480 

NA 

1,083 

2,163 

NA 

0.44 

14.4 

45 

Illinois  Central/E  Hunter  Harrison 

518 

19 

500 

388 

-23 

412 

1,299 

7,271 

0.58 

11.2 

17 

ITT/Rand  V  Araskog 

81 

3 

2,000 

2,331 

7 

3,326 

7,6578 

34,593 

0.41 

28.6 

9" 

Kansas  City  Southern/Landon  H  Rowland 

595 

21 

500 

0 

0 

507 

1,007 

16,270 

0.72 

13.0 

24 

Marriott  Intl/J  Willard  Marriott  Jr 

432 

18 

841 

810 

10 

32 

1,683 

6,127' 

7.59 

503.6 

22" 

Mirage/Stephen  A  Wynn 

205 

8 

2,503 

1,250 

0 

4 

3,757 

51,791 

9.89 

362.1 

26 

Norfolk  Southern/David  R  Goode 

382 

15 

800 

800 

23 

343 

1,943 

11,560 

0.04 

4.8 

11 

Northwest  Airlines/John  H  Dasburg 

97 

4 

428 

446 

-1 

3,864 

2,086 

6,824 

18,484' 

0.14 

5.2 

47" 

Ryder  System/M  Anthony  Burns 

656 

22 

725 

0 

-31 

33 

58 

816 

8,195 

0.14 

3.3 

8 

St  Joe/Peter  S  Rummell 

737 

27 

600' 

NA 

600 

NA 

18 

Southwest  Airlines/Herbert  D  Kelleher 

158 

7 

395 

172 

0 

53 

4,055 

4,575 

9,665 

0.86 

28.0 

12 

Trans  World  Airlines/Gerald  L  GItner 

NA 

NA 

■  NA 

NA 

16" 

UAL/Gerald  Greenwald 

218 

9 

657 

725 

0 

2,192 

3,574 

10.186* 

0.46 

19.9 

12 

Union  Pacific/Richard  K  Davidson 

287 

11 

700 

1,075 

NA 

954 

2,729' 

NA 

0.06 

9.2 

15 

US  Airways  Group/Stephen  M  Wolf 

707 

25 

452^ 

0 

NA 

220 

672 

NA 

0.46 

8.0 

7 

Yellow/A  Maurice  Myers 

757 

29 

413 

96 

NA 

509 

NA 

-6 

Rank  is  based  on  total  compensation  for  \h'^<  T  -ral  year.  Market  value  of  CEO  stock  is  based  on  Apr.  16  stock  price  and  includes  all  classes  of  common.  'Percentage  change  is  for  com- 
bined salary  and  bonus.  tFive-yenr  v  n  as  of  Mar.  3!.  Sources  of  return  data:  l^arket  Guide  via  OneSource  Information  Services;  Bloomberg  Financial  Markets.  'Annualized 
salary.  ^Paid  to  date.  ^Directors  tec-,  ^Three-year  total.  W  than  0.01%.  'Annualized  bonus.  ^Prior-year  data,  ^ew  CEO;  compensation  may  be  for  another  executive 
office,  'less  than  $100,000.  "Includes  :',               held  'deceived  options  or  restricted  stock  in  lieu  of  portion  of  salary.  '^Received  options  or  restricted  stock  in  lieu  of  portion  of  bonus. 
"Return  is  fur  less  than  5-year  period  NA 
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INIETY-glX  IPlEMClEN'Tr  OF  AILIL  IBTUSIWIESB  FEOIPILIE 
AMIE  UNCCOMFOMTAIBILE  IDOINCG-  BU^INFgg  IN  MEW  ITOMIKo 
((The  mest  stay  at  tme  waeidomf  towems,) 

^  A<i&  g^en  6een  note</  man^  suece^u/  fws/ne^s  trtfis  f>€yi/t  a/  1  Pa Mo^  lowers,  l        it  is  /^ea/Ay  no 

uHtnt/ef^.     ^rom  ou/^  J^rioate  e/ttrance  ant/  /o66t/  to  our^  />eaa(i^///(/  a/>/)ointe</  &vecutioe^^nesf  rooms, 
in</ioi</na/A/  c/ecoratet/  suites,  an</  /e^en(/art/  im^eccaMe  seroice,j/ou  ioi//^/ee/  oe/H/  niuc/i  at  /lonie  an(/^et, 
curiouslt/^yaryrofn  it.  ^or  reseroations ,  ca//^our  j!>rg^ssio/iu/  traoel  a^nt,  or  ca//  us  at  /-cPcPcP-WATOWER. 


too  Sast  SOt/i  ,  Ffn-e/,  .  \ew  'J/orA,  ^  \^  fOOSS 


9  mv9i  runcnruLTxurLt 


ts  are  okay 


Today's  corporate 
bosses  are  younger 
and  more  restless 
than  chief  executives 
used  to  be.  Fewer 
did  time  in  the 
Ivy  League. 


By  Ben  Pappas 


BiGGHR  PAY  AND  PERXS  are  the  only  things  that  distinguish 
the  crop  of  men  and  women  who  run  the  country's  800 
leading  public  companies.  Since  1989  the  number  of 
younger  chief  executives,  those  between  46  and  55,  has 
risen  1 1%,  to  316.  The  number  in  the  56-to-65-year-old 
group  has  declined  by  5%,  to  387.  The  chief  executive 
officers'  median  tenure  at  their  companies  is  down  to  2 1 
years,  from  24.5.  Eight  years  ago,  of  those  bosses  with 
graduate  degrees,  39%  received  them  from  Ivy  League 
schools.  This  year  only  31%  did. 

"The  corporate  inner  circle  is  breaking  down;  it's  not 
the  old-boy  network  it  used  to  be,"  says  David  Beirne, 
senior  partner  in  the  Ossining,  N.Y.-based  executive 
recruiting  firm  Ramsey/Beirne  Associates.  "I  don't  get 
asked  anymore,  'So  where  did  he  go  to  school.^'  Now  it's, 
'So  what  is  his  degree  in.'"' 

Even  a  degree  doesn't  matter  that  much  anymore, 
especially  in  technology  companies.  Besides  Bill  Gates, 
famous  dropouts  include  Oracle's  Larry  Ellison  and  Dell 


Computer's  Michael  Dell  (who  at  32  is  the  youngest  chief 
executive  on  our  list  again  this  year). 

"My  educational  path  was,  1  went  to  high  school,"  says 
James  Halpin,  who  at  46  is  in  his  third  year  as  chief  exec- 
utive of  CompUSA.  "In  business,  once  you're  hired, 
nobody  cares  about  your  degree;  all  they  care  about  is 
how  good  you  are." 

Madison,  N.J. -based  executive  recruiter  Joseph  Burns 
agrees  with  that.  His  most  recent  client,  an  Internet  start- 
up, wants  young  chief  executive  candidates  with  interac- 
tive media  experience.  "They  don't  care  about  the  edu- 
cation," Burns  says. 

Executive  recruiters  say  these  demographic  trends  add 
up  to  more  turnover  at  all  levels  of  management.  "It's 
hypcrcompetitive,"  says  Ramsey/Beirne's  David  Beirne. 
"Younger  executives,  if  they  don't  see  a  path  that  brings 
them  to  chief  executive,  they're  realizing,  'Hey,  I've  got 
one  shot,  one  career'  and  they  go  to  find  the  next  oppor- 
tunity," he  explains.  Hi 


Company/chief  executive 

CEO 

Age 

Birthplace 

 Education  

  Tenure  (years) 

compensation 

undergraduate 

graduate 

with 

as 

page 

firm 

CEO 

Abbott  Laboratories/Duane  L  Burnham 

196 

55 

Excelsior  MN 

U  of  Minnesota,  BS  '63 

MBA  '72 

15 

1 

Adaptec/F  Grant  Saviers 

174 

52 

Baltimore  MD 

Case  Institute  of  Tech,  BS  '66 

MS '68 

5 

2 

ADC  Telecom/William  J  Cadogan 

174 

49 

Boston  MA 

Northeastern  U,  BSEE'71 

U  of  Penn-Wharton,  MBA  '84 

10 

6 

Adobe  Systems/John  E  Warnock' 

174 

56 

Salt  Lake  City  UT 

Uof  Utah,  BS  '61 

PhD  "Bg 

15 

15 

Advanced  Micro/Walter  J  Sanders  III' 

174 

60 

Chicago  IL 

U  of  Illinois,  BSEE'58 

28 

28  . 

Advanta/Alex  W  Hart 

186 

56 

Meadville  PA 

Harvard,  BA  '62 

3 

2 

AES/Dennis  W  Bakke' 

173 

51 

Bellingham  WA 

U  of  Puget  Sound.  BA  '68 

Harvard,  MBA  '70 

16 

3 

Aetna/Ronald  E  Compton 

196 

64 

Chicago  IL 

Northwestern  U,  BA  '54 

43 

5 

Aflac/Daniel  P  Amos 

198 

45 

Pensacola  PL 

Uof  Georgia,  BS '73 

24 

7 

AGCO/Jean-Paul  Richard 

173 

54 

France 

Ecole  Natl  Superieure,  BSME  '65 

Stanford  U,  PhD  '70 

1 

1 

"Company  founder,  ^New  CEOj  less  than  six  months'  service, 

 i 
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C  O  R  L  D 


BUSINESS 


CLASS 


Imagine  the  perfect  space... 


More 
persona/  space 
to  more  places  \ 

worldwide 

than  any 
other  airline. 


■  Shin  Takamatsu 
Architect 
Kyoto,  Japan 


/    United  States 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  around  it. 

Which  is  why  I  appreciate  the 
space  in  World  Business  Class"". 

On  Northwest  Airiines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 
.j^  ■'<>   It  feels  like  it's  spreading 
out... stretching  out 
toward  the  sky. 

Normally  I  can't  sleep  on 
airplanes,  but  in  World  Business 
Class  I  sleep  very  well. 

Architects  earn  a  living  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 


BRIDGING     ©1997  Northwest  Airlines,  Inc. 

P  A  C  I  F  I  C     Northwest  recycles  enough  paper  products  in  one  year  to  save  over  16,000  trees.  O 


NORTHWEST 


|.800*447*4747  www.nwa.com 
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Age 
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as 
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firin 

CEO 

.  

i  HF  Ahmanson/Charles  R  Rinenari 

loo 

San  Francisco  CA 

U  of  San  Francisco,  BS  '68 

8 

4  ; 

'  Air  Prnrl^  £  Chems/Harold  A  Wacnpr 

174 

61 

Oakland  CA 

Stanford  U,  BSME  '58 

Harvard,  MBA  '63 

34 

5  : 

-  Airhnrnp  Frpiffht/Rnhprt  P.iinp 

204 

59 

Urbana  IL 

Dartmouth,  BA  '59 

id 

1  0 

ii 

AirTniirh  nnmmiin/^;^m  Hinn 
mi  luuwii  wuiiiiiiuii/ vja  1  It  vjiiMi 

176 

60 

St  Clair  AL 

Auburn  U,  BS  '59 

07 

61 

Q  - 

y 

'■  AK  Steel  Holdinir/Richard  M  WardroD  Jr 

202 

51 

McKeesport  PA 

Penn  State  U,  BS  '68 

c 

D 

2 

i  Albemarle/Floyd  D  Gottwald  Jr 

1  7j1 
1/4 

/4 

Richmond  VA 

VMI,  BS  '43 

U  of  Richmond,  MBA  '51 

54 

3 

:  Albertson's/Gary  G  Michael 

192 

56 

Laurel  MT 

U  of  Idaho,  BS  '62 

31 

6 

■  Alex.  Brown/Alvin  B  Krongard 

186 

60 

Baltimore  MD 

Princeton,  AB  '58 

u  OT  iviaryianQ,  ju  / d 

9C 
CO 

b 

:  Aileghany/lohn  J  Burns  Jr 

198 

65 

Cambridge  MA 

Boston  C,  BS  '53 

narvaro,  ividm  do 

9Q 

c 
J 

:  Allpffhpnv  Pnwer/Alan  1  Nnia 

182 

50 

Germany 

Uof  Virginia,  BSEE '69 

ili 

1 
1 

:  Allegheny  Teledyne/Rlchard  P  Simmons 

9(19 

KK 
DD 

Bridgeport  CT 

MIT,  BS  '53 

29 

_2 

:  Allegiance/Lsster  B  Knight 

196 

39 

Ithaca  NY 

1 1 1  la ua  111 

Cornell,  BS  '80 

MBA  '81 

16 

1 

i  AllledSignal/Lawrence  A  Bossidy 

173 

62 

Pittsfield  MA 

Colgate  U,  BA  '57 

6 

6 

'■  Allmerlca  Financial/John  F  0  Brien 

198 

54 

Brockton  MA 

Harvard,  AB  '65 

MdA  do 

0 
0 

0 
0 

■  Allstate/Jerry  D  Choate 

198 

58 

La  Habra  CA 

San  Jose  State  U,BS '61 

35 

3 

I  Aiitei/Joe  1  roro 

1/D 

Da 

r.nnwjiv  AR 

uuiiwaj  nil 

II  nf  Arkansas  RS  '59 

38 

10 

■  Altera/Rodney  Smith 

176 

57 

PnolanH 

LI  1 gl 0 1 1 U 

Sniithamntnn  Cnllppp  RSFF  '63 

14 

14 

:  Aluinax/Allen  Born 

202 

63 

Durango  CO 

U  of  Texas  El  Paso,  BS  '58 

12 

11 

j  Alcoa/Paul  H  O'Neill 

202 

61 

St  Louis  MO 

Cal  St  Fresno,  BA  '60 

Indiana  U,  MPA  66 

10 

10 

:  ALZA/Ernest  Mario 

196 

58 

Clifton  NJ 

Rutgers,  BS  '61 

U  of  Rhode  Island,  PhD  65 

4 

4 

•  Ambac/Phillip  B  Lassiter 

lob 

JO 

Kansas  Citv  MO 

i\aiiou-j  \jny 

NC  State  U  BS  '64 

6 

6 

:  Amerada  Hess/John  B  Hess 

184 

43 

Pprth  Amhnv  Nl 

1  CI  u  1  mil uuy  i u 

Harvard  RA  '75 

iicjivaiu,  un    i  0 

MBA '77 

20 

2 

;  America  Online/Stephen  M  Case' 

176 

37 

Oahu  HI 

Williams  C,  BA'80 

12 

4 

:  American  Bankers/Gerald  N  Gaston 

198 

64 

Houma  LA 

Nicholls  State  U,  BS  '59 

Loyola  U  New  Orleans,  MBA  65 

20 

1 

:  American  Brands/Thomas  C  Hays 

194 

62 

Chicago  IL 

Cal  Tech,  BS  '57 

Harvard,  MBA  63 

33 

2 

:  American  tieciric/L  uinn  uraper  jr 

J9 

Hnii<itnn  TX 

flUUOlUII  lA 

Rice  U  BA  '64 

lllUlj      \J  y      \jr\        \J  I 

Cornell,  PhD  '70 

5 

4 

:  American  Express/Harvey  Golub 

186 

58 

Npw  York  NY 

lie  W    1  Ul  n  111 

NYII  RS  'fil 

13 

4 

;  American  FinI  Group/Carl  H  Lindner 

198 

78 

Dayton  OH 

14 

10 

:  American  General/Robert  M  Devlin 

198 

56 

Brooklyn  NY 

Tulane  U,  BA  '64 

20 

1 

\  American  Greetlngs/Morry  Weiss 

184 

57 

Czechoslovakia 

Case  Western,  BA  '61 

36 

9 

.  Hiiiciiudii  nuiiic  riuu/junn  n  oiaTTOiQ 

l3D 

Dy 

Harri^hiiro  PA 

nirkini^nn  C  RA  'SQ 

Ulur\llloUII  Vj,  Un  v/J 

George  Washington  U,  LLB  '62 

27 

10 

j  American  inti  Group/Maurice  R  Greenberg 

198 

72 

Npw  York  NY 

new  1  Ul  r\  111 

11  nf  Miami  RA  '48 

U  Ul  IVIIOIIII,  Un  HO 

NY  Law  School,  LLB  '50 

36 

30 

i  American  Natl  Ins/Robert  L  Moody 

198 

61 

Galveston  TX 

15 

6 

i  American  Standard/Emmanuel  A  Kampouris 

173 

62 

Egypt 

Oxford,  MA  '57 

32 

8 

i  American  Stores/Victor  L  Lund 

192 

49 

Salt  Lake  City  UT 

U  of  Utah,  BS  '69 

MBA  '72 

20 

5 

HiiiciiLdii  vidici  ff  oriv/bcOl  gc  w  jonnsione 

1  09 

00 

Riiffain  NY 

UU  1  1  0  lU  111 

Ppnn  ^tatp  II  R'^  'fiO 

31 

5 

j  AmeriSource  Health/John  F  McNamara 

196 

62 

Phirann  It 
wiiiLagU  iL 

16 

8 

:  Ameritech/Richard  C  Notebaert 

176 

49 

Canada 

U  of  Wis  Madison,  BA  '69 

U  of  Wis  Milwaukee,  MBA  '83 

28 

3 

;  Amgen/Gordon  M  Binder 

196 

61 

St  Louis  MO 

Purdue  U,  BSEE  '57 

Harvard,  MBA  '62 

15 

9 

:  Amoco/H  Laurance  Fuller 

184 

58 

Moline  IL 

Cornell,  BSCE '61 

DePaul  U,  JD  '65 

36 

6 

'  &MP/Willl;im  1  HiiH<;nn  Ir 

;    Hlfir /  VVI 1  Ma  III  J  nUUoUII  Jl 

1/0 

C9 

Phiraon  tl 

LflllUOgU  IL 

Prirnpll  RFF  'RK 

L/Ul  IICII ,  DLL  JO 

35 

4 

i  AMR/Robert  L  Crandall 

204 

61 

II  nf  RhnHp  klanH  R<;  'R? 
U  Ul  iMIUUc  loldllU,  Do  J/ 

U  of  Pennsylvania.  MBA  '60 

24 

12 

;  AmSouth  Bancorp/C  Dowd  Ritter 

186 

49 

Birmingham  AL 

Birmingham-Southern  C,  BA  '69 

28 

1 

i  Anadarko  Petroleum/Robert  J  Allison  Jr 

184 

58 

Evanston  IL 

Uof  Kansas,  BS  '60 

24 

18 

;  Analog  Devices/Jerald  G  Fishman 

176 

51 

New  York  NY 

CUNY  City,  BSEE  '67 

Boston  U,  MBA  72 

26 

1 

i  Andrew/Floyd  L  English 

17'^ 
It  J 

UJ 

Nirniaiic  PA 

Pal      Phirn  R<i  '^Q 

Arizona  State,  PhD  '65 

17 

14  i 

Anheuser-Busch  Cos/August  A  Busch  III 

194 

59 

Cf  1  nilic:  Mf) 

Ol  LUUio  iviv 

40 

22  ! 

Anixter  Intl/Rod  F  Dammeyer 

176 

56 

Cleveland  OH 

Kent  State  U,  BA  '60 

12 

4  : 

Aon/Patnck  G  Ryan 

186 

60 

Milwaukee  Wl 

Northwestern  U,  BS  '59 

33 

15  \ 

Apache/Raymond  Plank' 

184 

^5 

Minneapolis  MN 

Yale,  BA  '44 

43 

18  i 

'Coinpany  founder,  ^ew  CEO;  less  than  six  month?'  service 
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;  APL  Limited/Timothy  J  Rhein 

204 

56 

San  Francisco  CA 

U  of  Santa  Clara,  BS  '62 

30 

2  . 

!  Apple  Computer/Gilbert  F  Amelio 

176 

54 

New  York  NY 

Georgia  Tech,  BS  '65 

PhD  '68 

1 

1  i 

:  Applied  Materials/James  C  Morgan 

176 

58 

Danville  IL 

Cornell,  BS  '62 

MBA  '63 

21 

20  • 

i  Archer  Daniels/G  Allen  Andreas 

194 

53 

Cedar  Rapids  lA 

Valparaiso  U,  BA  '65 

JD  '68 

24 

_2 

i  Armstrong  World  Ind/George  A  Lorch 

180 

55 

Glenridge  NJ 

Virginia  Polytech,  BS  '63 

34 

4 

i  Arrow  Electronics/Stephen  P  Kaufman 

176 

55 

Cambridge  MA 

MIT,  BS  '63 

Harvard,  MBA  '65 

15 

11 

:  Asarco/Richard  de  J  Osborne 

202 

63 

Bronxville  NY 

Princeton,  AB  '56 

22 

11 

j  Ascend  Commun/Mory  Ejabat 

176 

47 

Iran 

Cal  St  Northndge,  BS  '74 

Pepperdine  U,  MBA  '80 

7 

2 

;  Ashland/Paul  WChellgren 

184 

54 

Tullahoma  IN 

U  of  Kentucky,  BS  '64 

Harvard,  MBA  '66 

23 

1 

:  Associated  Banc-Corp/Harry  B  Conlon 

lob 

bl 

Green  Bay  Wl 

U  of  Notre  Dame,  BS  '57 

Uof  Wis  Madison,  LLB  '64 

32 

22 

;  Astoria  Financial/George  L  Engeike  Jr 

186 

58 

Englewood  NJ 

Lehigh  U,  BS  '60 

26 

8 

:  AT&T/Robert  E  Allen 

176 

62 

Joplin  MO 

Wabash  C,  BA  '57 

40 

9 

Atlantic  Richfield/Mike  R  Bowlin 

184 

54 

Amarillo  TX 

U  of  North  Texas,  BBA  '65 

MBA '67 

28 

3 

Atmel/George  Perlegos' 

176 

47 

Greece 

San  Jose  State  U,  BSEE  '72 

Stanford  U,  MS  '74 

12 

12 

Automatic  Data/Arthur  F  Weinbach 

1/3 

54 

Waterbury  CI 

U  of  Pennsylvania,  BS  '65 

MS '66 

17 

1 

AutoZone/Johnston  C  Adams  Jr 

202 

48 

Memphis  IN 

Uof  Virginia,  BA '70 

3 

_2 

Avery  Dennison/Charles  D  Miller 

173 

69 

Hartford  CI 

Johns  Hopkins  U,  BA  '49 

33 

19 

Avnet/Leon  Machiz 

176 

72 

Brooklyn  NY 

45 

8 

Avon  Products/James  E  Preston 

180 

64 

Cleveland  OH 

Northwestern  U,  BS  '55 

33 

8 

Baker  Hughes/Max  L  Lukens 

184 

49 

Vancouver  WA 

Miami  U  Ohio,  BS  '70 

MBA '71 

16 

1 

Baltimore  G&E/Christian  H  Poindexter 

182 

58 

Evansville  IN 

US  Naval  Acad,  BS  '60 

Loyola  U  (IL),  MBA  '75 

30 

4 

Banc  One/John  B  McCoy 

186 

53 

Columbus  OH 

Williams  C,  BA'65 

Stanford  U,  MBA  '67 

30 

13 

Bancorp  Hawaii/Lawrence  M  Johnson 

186 

56 

Honolulu  HI 

U  of  Hawaii,  BBA  '63 

34 

3 

BancorpSouth/Aubrey  Burns  Patterson 

186 

54 

Grenada  MS 

U  of  Mississippi,  BBA  '64 

Michigan  State  U,  MBA '69 

25 

5 

Bank  of  Boston/uharles  K  Gittord 

186 

C  A 

54 

Providence  Rl 

Princeton,  BA  '64 

30 

2 

Bank  of  New  York/John  Carter  Bacot 

186 

64 

Utica  NY 

Hamilton  C,  AB  '55 

Cornell,  LLB  '58 

37 

15 

Bank  United/Barry  C  Burkholder 

186 

57 

Ephrata  PA 

Drexel  U,  BS  '62 

MBA '70 

6 

6 

BankAmerica/David  A  Coulter 

186 

49 

Pittsburgh  PA 

Carnegie  Mellon  U,  BS  '71 

MS '71 

21 

1 

Bankers  Trust  NY/Frank  N  Newman 

186 

55 

Quincy  MA 

Harvard,  BA  '63 

2 

1 

BanPonce/Richard  L  Carrion 

186 

44 

San  Juan  PR 

U  of  Penn-Wharton,  BS  '75 

MIT,  MS  '76 

21 

4 

Barnes  &  Noble/Leonard  Riggio 

202 

56 

32 

32 

Barnett  Banks/Charles  E  Rice 

186 

61 

Chattanooga  TN 

Uof  Miami,  BBA '58 

Rollins  C,  MBA '64 

32 

18 

Baxter  International/Vernon  R  bucks  Jr 

196 

62 

Evanston  IL 

Yale,  BA  '57 

Harvard,  MBA  '63 

31 

17 

Bay  Networks/David  L  House 

176 

54 

Muskegon  Ml 

Michigan  Tech  U,  BSEE  '65 

Northeastern  U,  MSEE  '69 

1 

1 

Bear  Stearns  Cos/James  E  Cayne 

186 

63 

Evanston  IL 

28 

4 

Becton  Dickinson/Clateo  Castellini 

196 

62 

Italy 

Bocconi  U  Italy,  BA  '58 

19 

3 

Bell  Atlantic/Raymond  W  Smith 

176 

59 

Pittsburgh  PA 

Carnegie  Mellon  U,  BS  '59 

U  of  Pittsburgh,  MBA  '67 

38 

8 

BellSouth/F  Duane  Ackerman 

176 

44 

Plant  City  FL 

Rollins  C,  BS  '64 

MIT  MS  '78 

13 

_2 

Beneficial/Finn  M  W  Caspersen 

186 

55 

New  York  NY 

Brown,  AB  '63 

Harvard,  LLB  '66 

25 

21 

Bergen  Brunswig/Donald  R  Roden 

196 

50 

Moulton  AL 

U  of  Wise  Whitew,  BBA  '69 

Fairleigh  Dickinson  U,  MBA  '74 

2 

_2 

WR  Berkley/William  R  Berkley' 

198 

51 

Newark  NJ 

NYU,  BS  '66 

Harvard,  MBA  '68 

30 

30 

Berkshire  Hathaway/Warren  E  Buffett 

198 

66 

Omaha  NE 

U  of  Nebraska  Lincoln,  BS  '50 

Columbia,  MBA  '51 

32 

27 

Best  Buy/Richard  M  Schuize' 

202 

56 

St.  Paul  MN 

31 

31 

Bethlehem  Steel/Curtis  H  Barnette 

202 

62 

St  Albans  WV 

West  Virginia  U,  BA  '56 

Yale,  JD  '62 

30 

5 

Beverly  Enterprises/David  R  Banks 

196 

60 

Arcadia  Wl 

U  of  Arkansas,  BA  '59 

25 

8  : 

Bindley  Western  Inds/William  E  Bindley' 

196 

56 

Terre  Haute  IN 

Purdue  U,BS  '61 

30 

30  i 

Biogen/James  R  Tobin 

196 

52 

Lima  OH 

Harvard,  BA  '66 

Yale,  MBA  '68 

3 

_2  i 

Black  &  Decker/Nolan  D  Archibald 

180 

53 

Ogden  UT 

Weber  State,  BS  '68 

Harvard,  MBA  '70 

12 

11  i 

H&R  Block/Frank  L  Salizzoni 

173 

58 

Bridgeville  PA 

Penn  State  U,  BSIE  '60 

George  Washington  U,  MBA  '64 

1 

1  ; 

1  BMC  Software/Max  P  Watson  Jr 

176 

51 

New  Orleans  LA 

Louisiana  Tech  U,  BBA  '68 

12 

7  j 

'Company  founder  ^ew  CEO;  less  than  six  months'  service. 
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Comoanv/chifif  e< 

CEO 

Age 

Birthplace 

 Education  

  Tenure  (years) 

compensation 

undergraduate 

graduate 

With 

as 

page 

firm 
III  III 

:  Boeing/Philip  M  Gondit 

Hi 

bb 

RprLpipw  r,A 

U  of  Cal  Berkeley,  BSME  '63 

Princeton,  MS  '65 

32 

1  \ 

;   dOISc  UaSCauc/ocOfgc  J  ndldU 

194 

53 

Franklin  &  Marshall  C,  BA  '65 

Harvard,  MBA  '71 

26 

3  \ 

DUn  rllidllLldl/Ololllcy  n  LyUalgt;! 

186 

47 

Kansas- City  KS 

U  of  Kansas,  BA  '72 

MBA  '73 

23 

1 

*    Dnctnn  Priicnn/ThnmSQ  1  M^u 

182 

50 

Hartford  CT 

Stonehill  C,  BS  '69 

Dnntin.,  r*  imc  'On 

Bentley  C,  Mb  oU 

21 

3 

llnetnn  Cr iontifip/Potor  M  Nirhnl^c^ 
DOSlUn  otIcliUilU/rclci  IVI  liitiiuid^ 

196 

56 

Portsmouth  NH 

Duke  U,  BA  '64 

II    a{    Dnnn     lAIUn^nn      KUDA  'CO 

U  Of  renn-Wharton,  MBA  bo 

18 

18 

\  Bowater/Arnold  M  Nemirow 

54 

Hartford  CT 

Harvard,  AB  '66 

Uof  Michigan,  JD  '69 

3 

2 

Rricfnl  Muprc  ^niiihh/rh;irlp<:  A  MpimhnlH  Ir 
Di  IdlUI  IViycl  3  olfUIUU/Lflldl  iro  n  tiCliMLfUlU  Ji 

196 

63 

Npwprk  Nl 

Villanova,  BA  '54 

U  of  Pennsylvania,  LLB  '60 

34 

3  ; 

Rrnu/n-Fnrmsn/riwslpu  Rrnwn  II 

194 

54 

Louisville  KY 

Yale,  BA  '64 

Stanford  U,  MBA  66 

29 

4  i 

Rrnu/ninor-Fprri^  InH^/Rnirp  F  R^nrk 

173 

48 

Canada 

Michigan  State  U,  BS  '70 

11 

o 

i  \ 

Rriincuiirk/Ppf pr  N  1  ^rcnn 

180 

58 

Los  Angeles  CA 

Oregon  State  U,  BS  '60 

ii^ii  11    ir\  'TO 

Seton  Hall  U,  JD  72 

2 

2  ; 

;  Burlington  Santa  Fe/Robert  D  Krebs 

iW 

Db 

^apf/impntn  P.A 

Oal/I  □  M ICI 1  lU  \Ji\ 

Stanford  U,  BA  '64 

Harvard,  MBA  '66 

31 

10  i 

Riirlinatnn  Rp^niirrp^/Rnhhu  ^  ^h^^rkniiK 

184 

46 

nrppn\/illp  MS 

Ul  CC II  V  1 II C  (VI o 

Mississinni  Statp  RSCF  '7? 

ITI 1  O  0  1  O  O  1  L/UI    •JlulC,    LftJl_(l_      1  L. 

4 

1 

n^hlptrnn  *lu^tpm<\/S  Rnhprt  1  pv/inp' 

176 

39 

Worcester  MA 

U  Of  Miami,  BS  '80 

14 

14 

'•  Cabot/SamuBl  W  Bodman 

174 

58 

Chicago  IL 

Cornell,  BS  '61 

miT  nun  tji 

MIT,  PhD  64 

10 

9 

Paripnrp  np^i(rn/ln<;pnh  R  r.n^tplln 

176 

44 

Norwalk  CT 

Harvey  Mudd  C,  BS  '74 

V/«ln       11 /IP  '7C 

Yale,  MS  75 

14 

9 

:  Caldor/Warren  D  Feldberg 

oil 

4/ 

Boston  MA 

U  of  Wis  Madison,  BA  '72 

Harvard,  MBA '76 

1 

_2 

r^lihpr  ^u^tpfn/n^nipl  1  ^iilliupn 

UOIIUCI   O JdlCIII/ LfO  1  MCI  J  OUIIIVall 

204 

51 

Fall  Riupr  MA 

1  all  IM vci  ivin 

Amhprst  C  RA  '69 

niiiiicidi  \j f  un  \jj 

24 

2 

n^mnhpjj  *?nMn/nflwi(i  W  Inhn^nn 

UClllllJU&ll   wUUU/L/uVIU    IT  JUIlllOUII 

194 

64 

Australia 

U  of  Sydney,  BE  '54 

U  of  Chicago,  MBA  '58 

7 

7 

r^nityij  flnp  Fin^nriyil/Rirh^rrl  H  F/iirh/ink 

I/O ^  1  lO  1  UIIC  llllalll/lCil/IMlfllalU  U  lOIIUQIIrV 

186 

46 

Northampton  MA 

Stanford  U,  AB  '72 

MBA  '81 

9 

3 

i  Cardinal  Health/Robert  D  Walter' 

196 

51 

Mansfield  OH 

OhioU,  BS'67 

Harvard,  MBA  '70 

26 

26 

\  Carolina  Power  &  Lt/William  Cavanaugh  III 

1  QO 

CO 

58 

Np\a(  Hrlpsnc  1  A 

new  UMCdllo  Ln 

Tiijanp  II  RSMF  'fil 

iUldllC  U,  DOtVIL.  ui 

5 

1 

■  Ha^rarip  Cnmmiin/Danipl  F  Smith 

176 

47 

Nvack  NY 

lly u U r\  111 

Lehiph  U  BA  '71 

i_o  1 1 1  g  1 1  \J  f  L/n    /  1 

Harvard,  MBA  '76 

5 

5 

:  Ca^p/lpan-Piprrp  Rn<i<in 

173 

56 

France 

Ecole  Poly  Lausanne,  BCE  '64 

U  of  Penn-Wharton,  MBA  '67 

3 

3 

■  Caterpillar/Donsld  V  Fites 

173 

63 

Tippecanoe  IN 

Valparaiso  U,  BS  '56 

MIT  MS  '71 

41 

7 

CCB  Financial/Ernest  C  Roessler 

186 

56 

Pittsburgh  PA 

Dartmouth,  BA  '62 

MBA  '63 

9 

4 

;  Centerior  Energy/Robert  J  Farling 

ioi 

bO 

ra<;p  Wp^tprn  R9FF  '"iR 

udjC  VVColCIII,  DOLL  JO 

MBA  '65 

38 

5 

:  CBntsx/Laurence  E  Hirsch 

178 

51 

Npw  York  NY 

llCW    I  U 1  r\  111 

11  nf  Ppnn<;ul\/ania  RS  '68 
u  UI  (  c  1 1 1 1  oy  1 V d  1 1 1 0 ,  uo  uo 

Villanova,  JD  '71 

12 

9 

;  Central  &  So  West/E  R  Brooks 

182 

59 

Slaton  TX 

Texas  Tech  U,  BSEE  '61 

36 

6 

i  Central  Fidelity  Bks/Lewis  N  Miller  Jr 

186 

53 

Philadelphia  PA 

Washington  &  Lee  U,  BA  '66 

U  of  Virginia,  MBA  '72 

25 

3 

'■  Centura  Banks/Cecil  W  Sewell  Jr 

186 

50 

Morehead  City  NC 

Uof  North  Carolina,  BA '69 

Rollins  C,  MBA  '71 

10 

 2 

:  Ceridian/Lawrence  Perlman 

59 

01  idui  IVM1 

Parlptnn  P  RA  'fifl 

LfdllClUII  L»,  Dn  UU 

Harvard,  JD  '63 

17 

7 

'■  Champion  Intl/Richard  E  Olson 

194 

59 

1* h  1  r 3 on  II 
L/llll/d^U  IL 

Knnv  r  AR  'RQ 

Inst  Paper  Chem,  PhD '67 

30 

1 

:  Charter  One  Finl/Charles  John  Koch 

186 

51 

Baltimore  MD 

Lehigh  U,  BS  '68 

Loyola  U  (IL),  MBA  '71 

21 

9 

:  Chase  ManhattanA^alter  V  Shipley 

186 

61 

Newark  NJ 

NYU,  BS'61 

41 

3 

•  Chevron/Kenneth  T  Derr 

184 

60 

Wilkes-Barre  PA 

Cornell,  BSME  '59 

MBA  '60 

37 

8 

■  bniquiia  oranas  inii/uan  n  Linaner 

nawtnn  OH 

13 

13 

i  Chiron/Edward  E  Penhoet' 

196 

56 

rialdanri  PA 

Ud IM d IIU  \jri 

<;tanfnrH  II  AR  'K"? 
oldlllUlU  U,  nD  Dj 

U  of  Washington,  PhD  '68 

16 

16 

:  Chrysler/Robert  J  Eaton 

180 

57 

Buena  Vista  CO 

U  of  Kansas,  BSME  '63 

5 

4 

;  Chubb/Dean  R  O'Hare 

198 

54 

Jersey  City  NJ 

NYU,  BS  '63 

Pace  U  NY,  MBA  '68 

34 

9 

\  Ciena/Patrick  H  Nettles 

176 

53 

Selma  AL 

Georgia  Tech,  BS  '64 

Cal  Tech.  PhD  '70 

3 

3 

:  uigna/wiison  n  layior 

lyo 

53 

nd  1  u ui u  \j\ 

Trinitu  Pnllpop  PT  R9  'fii 
lllllliy  LfUllcgc  01,  Do 

33 

9 

;  Cincinnati  Bell/John  T  LaMacchia 

176 

55 

VVdolllllglUM  L/0 

udinUIIL  U  nlllcriCd,  DOLL  UJ 

PhD  '66 

14 

4 

\  Cincinnati  Financiai/Robert  B  Morgan 

198 

63 

Yerkes  KY 

Eastern  Kentucky  U,  BA  '54 

31 

6 

;  Cinergy/James  E  Rogers 

182 

49 

Birmingham  AL 

U  of  Kentucky,  BBA  '70 

JD  '74 

9 

1 

i  Circuit  City  Stores/Richard  L  Sharp 

202 

50 

Washington  DC 

14 

11 

HirriK  nirrii^/riuHp  T  Tnrnpr 
bii uuo  uii uuo/uiyuc  i  luiiici 

03 

Lda  VcgdS  I1V 

u  01  lYcvdUd  Las  Vegas,  do  du 

4 

3 

'■■  Cisco  Systems/John  T  Chambers 

176 

47 

LflcVcldllU  un 

Wocf  UirniniQ  11   RQ  '71 
VVcSl  Vtiglllld  U,  \JO   1 1 

Indiana  U,  MBA '76 

6 

2  : 

;  Citicorp/John  S  Reed 

186 

58 

Chicago  IL 

MIT  BS  '61 

MS  '65 

32 

13  i 

\  Citizens  Utilities/Leonard  Tow 

176 

69 

Brooklyn  NY 

CUNY  Brooklyn,  BA  '50 

Columbia.  PhD  '60 

7 

7  i 

'\  City  National/Russell  Goldsmith 

186 

47 

Chicago  IL 

Harvard,  BS  '71 

JD  '75 

2 

2 

'Company  fcunder.  "New  CEO.  k-.s  than  six  monthi  service. 
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Company/chief  executive                       CEO  Age 

compensation 
page 

Birthplace 

 Education  

undergraduate 

  Tenure 

graduate  with 
firm 

years) 
as 
CEO 

Clear  Channel  Commun/L  Luwiy  Mayi 

1  a 

San  Antonio  TX 

Texas  A&M,  BS  '57 

L  J 

25 

Clorax/G  Craig  Sullivan 

1  sn 

ioU 

3/ 

Huntington  NY 

Boston  C,  BS  '64 

£.0 

5  \ 

CMS  Energy/William  T  McCormick  Jr 

lOL 

JL 

Washington  DC 

Cornell,  BS  '66 

MIT  PhD  'fiQ 

IVM  1 ,  r  M  L/  KJJ 

1 9 
LL 

12  ; 

CNB  Bancshares/James  J  Giancola 

LOG 

New  York  NY 

Harvard,  BS  '70 

i; 

1  i 

Pnact  ^auinffc  Finl/R^iv  Martin 

188 

61 

Nogales  AZ 

38 

13  \ 

Coastal/David  A  Arledge 

'^9 

El  Dorado  AR 

U  of  Texas  Austin,  BA  '65 

1 1 R  'f;r 

LLD  UO 

1  7 
1  / 

2  i 

Coca-Cola/Roberto  C  Goizueta 

1  QA 

DO 

Cuba 

Yale,  BS  '53 

40 

16  i 

Coca-Cola  Ent/Summerfield  K  Johnston  Jr 

1  j4 

K/1 

04 

Chattanooga  TN 

41 
4  L 

5  1 

Cognizant/Robert  E  Weissman 

1  Ti 
113 

Do 

New  Haven  CT 

Babson  C,  BS  '64 

9/1 
Z4 

3  i 

rnlQr;)tp-P^lmnlivp/Rpiihpn  Mark 

uuicaic  1  dill  luii  V     1  \  G  u      1 1  iTiciin 

180 

58 

Jersey  City  NJ 

MiddleburyC,  BA '60 

Harvard,  MBA  '63 

34 

13  i 

Collective  Bncp/Thomas  H  Hamilton 

IRS 
loo 

DO 

Egg  Harbor  City  NJ 

Rutgers,  BS  '53 

A9 
4i 

35  i 

Collins  &  Aikman/Thomas  E  Hannah 

^8 
jO 

Forest  MS 

Uof  South  Carolina,  BS '61 

IVIo  DO 

C 

o 

3  i 

Colonial  BancGroup/Robert  E  Lewder 

1  fiSi 
ISO 

DO 

Tuscaloosa  AL 

Auburn  U,  BBA  '64 

1  K 
ID 

16  i 

LoiumDia  bas  oysieni/uiivcr  b  KicnarQ  iii 

AA 

Lake  Charles  LA 

Louisiana  State  U,  BA  '74 

in  '77 

9 
L 

2  i 

Columbia/HCA/Richard  L  Scott' 

196 

44 

Kansas  City  MO 

U  of  Missouri,  BBA  '75 

SMU,  JD  78 

10 

10  i 

Comcast/Ralph  J  Roberts' 

MA 
164 

77 
/  / 

New  York  NY 

U  of  Pennsylvania,  BS  '41 

OD 

34  i 

CofTidisco/Jack  Slevin 

1/0 

fin 

East  Orange  NJ 

Rutgers,  BSCE  '58 

LL 

3  i 

Comerica/Eugene  A  Miller 

loO 

Dj 

Detroit  Ml 

Detroit  Tech,  BBA  '64 

AO 
4^ 

8  i 

uoninicrLc  Ddntbiio/udviu  vv  rvciiipci 

100 

40 

Kansas  City  MO 

Harvard,  BA  '72 

*^tanfnrri  II  MRA  '7fi 

OldlllUlU  U,  IVIDn    1  \j 

1  P 

1 J 

11 

CommBrcial  Federal/Willtani  A  Fitzgerald 

188 

59 

Omaha  NE 

Creighton  U,  BS  '59 

42 

22 

Comfnorcial  MBtals/Stanley  A  Rabin 

L\JL 

Dj 

New  York  NY 

Columbia,  BS  '59 

U  01  odilld  \j\d\d,  IVIDn  Dj 

97 
LI 

18 

uonipaii  uuiMpuiti/LLKiidiu  rieiiici 

17fi 

1  /  D 

DD 

Germany 

Nuremberg  Business,  BA  '63 

CMII   IWIDA  'QO 
OlVIU,  IVIDn  OJ 

\A 
14 

6 

uornpass  DancsnarcS/Lf  rdUi  Jones  jr 

loo 

^A 
D4 

Birmingham  AL 

U  of  Alabama,  BS  '64 

liiU,  JU  D/ 

1  q 

ly 

6 

bUllipUOH/Jdlllrlb  1  ndipill 

909 

40 

Chicago  IL 

A 
4 

3  • 

Computer  Associates/Charles  B  Wang' 

176 

52 

China 

CUNY  Queens,  BS  '67 

21 

21 

Computer  Sciences/Van  B  Honeycutt 

1  Ti 
LI  3 

1^9 
JL 

Harrisburg  VA 

Franklin  U,  BBA '71 

99 
LL 

2 

bumpuwdic/rcici  rxdinidiiuo  Ji 

17fi 
1/0 

D4 

Detroit  Ml 

Wayne  State  U,  BA 

9/1 
L'\ 

10 

Pnn Aflrr^/Ph i  1  i R  Ptotrhor 
UUllngld/rllMip  D  riclLllcl 

1  j'f 

Do 

Watertown  NY 

St  Lawrence  U,  BS  '54 

MIT  MRA  '70 
IVII 1,  IVIDn  /U 

1 

ID 

5  • 

uonraii/Udviu  ivi  Levan 

Dl 

Gettysburg  PA 

Gettysburg  C,  BBA  '68 

1  Q 

ly 

2 

Conseco/Stephen  C  Hilbert' 

198 

51 

Terre  Haute  IN 

18 

18 

bonsoiioaicQ  coison/LUgenG  rv  ivicbrain 

189 
lo^ 

DD 

New  York  NY 

Manhattan  C,  BSME  '63 

lona  u,  ividm  oU 

lA 
04 

7 

ouii  ricigiiiwdyd  iiiu/uuiidiu  c  iviuiiiu 

04 

Terre  Haute  IN 

/I9 
"iL 

6 

buiibui  ndiuidi  udd/ucUigc  M  uavioson  jr 

1 8yl 

Do 

Pittsburgh  PA 

U  of  Pittsburgh,  BS  '60 

Ol 

10 

PnticnliHotoH  Ponorc/Pnrtnn  M  Pvcnnc 

uuiibuiiudicu  r dpcia/ uonon  ivi  tvans 

1 QA 

D9 

Detroit  Ml 

Michigan  State  U,BA '60 

9/1 
L"i 

_2 

Consolidated  Stores/William  Kelley 

202 

51 

Milwaukee  Wl 

U  of  Wis  Madison,  BBA  '69 

7 

7 

Pnntinpntal  Airlinoc/CnrHnn  M  Rafhnno 
uUlllillCllldl  nil  9IIICO/ UUI UUII  IVI  DClllUlie 

9nd 

DD 

Austin  TX 

Abilene  Christian  U,  BS  '66 

0 

3 

Pnnrmr  Inriiictrioc/U  Inhn  Pilovr  Ir 
uUUpci  iilUUoU Ica/n  JUIIIt  [xllcy  jr 

113 

Do 

Syracuse  NY 

Syracuse  U,  BS  '61 

oD 

2 

uuicoidico  riiidiiLidi/icficiiLc  n  Larsen 

1  88 
100 

DU 

Chicago  IL 

Uof  Dallas,  BA '68 

lexas  A&M,  rnu  /i 

on 

9 

UUI lllllg/ [\Ugcl  vj  MLnclllldli 

1  7fi 
1/0 

i;8 
DO 

Paterson  NJ 

Rutgers,  BS  '60 

Mo  ol 

oD 

1 

Corporate  Express/Jirka  Rysavy' 

173 

43 

Czech  Republic 

Tech  U  of  Prague,  MS  '82 

11 

11 

uuoiuu  uuo/Jaiiluo  u  olllCgal 

909 

K1 
D 1 

Pittsburgh  PA 

San  Diego  State  U,  BA  '59 

1  9 
LL 

9 

Pmintruuiirip  Prpriit/r^ai/iH  Q  1  nahl 

1  88 
ISO 

7Q 

New  York  NY 

NYU,  BS  '51 

00 

Lb 

28 

Pnv  P rnnmiinipo tinnr / 1  ^ m oc  r\  DnKkinr- 

uuA  uuiiiiiiuiiiLduons/jdmes  u  rvODuins 

1  QA 
lo'l 

D4 

Mount  Kisco  NY 

U  of  Pennsylvania,  BA  '65 

Harvard,  MBA  /O 

14 

3 

RPP  Intprnatinnal/Pharlpc  R  ^^hnomatD 
uru  mini  iidiiuiidi/ Lfiid  1  ICO  l\  oMUcllldie 

1  JH 

D/ 

La  Harpe  IL 

Western  Illinois  U,  BS  '62 

u  01  tnicago,  IvidA  ii 

oD 

7 

Crestar  Financial/Richard  G  Tilghman 

188 

56 

Nortolk  VA 

Uof  Virginia,  BA  '63 

30 

12 

Crown  Cork  &  SealAVilliam  J  Avery 

194 

56 

Chicago  IL 

U  of  Chicago,  BS  '68 

38 

8 

CSX/John  W  Snow 

204 

57 

Toledo  OH 

U  of  Toledo,  BA  '62 

U  of  Virginia,  PhD  '65 

20 

8 

cue  International/Walter  A  Forbes 

202 

54 

Rockford  IL 

Northwestern  U,  BS  '61 

Harvard,  MBA  '68 

21 

21  ■ 

Cullen/Frost  Bankers/Thomas  C  Frost 

188 

69 

San  Antonio  TX 

Washington  &  Lee  U,  BS  50 

47 

26 

Cummins  Engine/James  A  Henderson 

180 

62 

South  Bend  IN 

Princeton,  AB  '56 

Harvard.  MBA  '63 

33 

3 

"Company  founder,  ^ew  CEO;  less  i^-.Tn  six  moiths'  strvice. 
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Bad  Year? 

!t  happens  in  the  best  of  companies.  A  strike  here.  An  account 
loss  there.  And  you  suddenly  give  new  meaning  to  the  question 
What  suit  should  I  wear  to  the  shareholder  meeting?'' 

Needless  to  say,  nobody  can  prevent  the  unpreventable.  But 
at  Ernst &Young,  we  help  reduce  your  vulnerability  in  virtually 
every  aspect  of  your  business.  No  matter  where  you're  located. 

Because  we're  part  of  a  worldwide  organization  that  has 
72,000  people  in  134  countries.  We  hope  you'll  call. 

We'd  like  to  see  you  wearing  pinstripes  again. 

There  Isn^tA  Business  We  Can^t  Improve  ^ 

=!1  Ernst  &YOUNG 


Company/chief  executive                       CEO  Age 

onnipensation 
page 

Birthplace 

 Education  

undergraduate 

  Tenure  (years) 

graduate                        with  as 
firm  CEO 

CVS/Stanley  P  Goldstein 

202 

62 

Woonsocket  Rl 

U  of  Pennsylvania,  BS  '55 

^4 

lU 

Cyprus  Amax  Mineral/Milton  H  Ward 

202 

64 

Bessemer  AL 

U  of  Alabama,  BS  '55 

U  OT  New  Iviexico,  MdA  /4 

5 

5 

Dana/Southwood  J  Morcott 

180 

59 

Covington  GA 

Davidson  C,  BA '60 

U  of  Michigan,  MBA  63 

34 

8 

Oanaher/George  M  Sherman 

173 

55 

New  York  NY 

LIU,  BS  '63 

U  of  Louisville,  MBA  71 

7 

7 

Garden  Restaurants/Joe  R  Lee 

1 09 

DD 

Blackshear  GA 

1(1 

JU 

2 

Dauphin  Deposit/Christopher  R  Jennings 

188 

53 

New  York  NY 

U  of  Pennsylvania,  BA  '65 

u  oT  renn-wnanon,  mbA  bo 

1  n 
lU 

9 

Dayton  Hudson/Robert  J  Ulrich 

202 

54 

Minneapolis  MN 

U  of  Minnesota,  BA  '67 

30 

3 

Dean  Foods/Howard  M  Dean 

194 

59 

Hinsdale  IL 

SMU,  BBA'60 

Northwestern  U,  MBA  61 

42 

10  ; 

Dean  Witter  Discover/Philip  J  Purcell 

188 

53 

Salt  Lake  City  UT 

U  of  Notre  Dame,  BBA  '64 

U  01  Chicago,  MBA  67 

19 

15  ; 

Deere  &  Co/Hans  W  Becherer 

1  7/1 
1/4 

Detroit  Ml 

Trinity  College  CT,  BA  '57 

MalvdlU,  IVlDn  \JL. 

o 

Dell  Computer/Michael  S  Dell' 

176 

32 

Houston  TX 

1  0 

13 

li 

Delta  Air  Lines/Ronald  W  Allen 

204 

55 

Atlanta  GA 

Georgia  Tech,  BSIE '64 

34 

10  : 

Deluxe/John  A  Blanchard  III 

173 

54 

Laurel  MS 

Princeton,  BA  '65 

RdIT    liAO  '"70 

MIT,  MS  78 

2 

2 

Deposit  Guaranty/Emerson  B  Robinson  Jr 

188 

55 

Centreville  MS 

Davidson  C,  BS  '63 

Harvard,  MBA  67 

30 

13 

Diebold/Robert  W  Mahoney 

lis 

ou 

New  York  NY 

Villanova,  BS  '58 

Rnn<:pwplt  II  MR^  'R1 

19 

IL 

Digital  Equipment/Robert  B  Palmer 

176 

56 

Gorman  TX 

Texas  Tech  U,  BS  '62 

MS  '65 

12 

5  ■ 

Dillard  Dept  Stores/William  T  Dillard  Sr' 

202 

82 

Mineral  Spr  AR 

Uof  Arkansas,  BBA '35 

Columbia,  MS  37 

58 

58 

Dime  Bancorp/Lawrence  J  Toal 

188 

60 

New  York  NY 

Dartmouth,  BA'59 

NYU,  MBA  68 

6 

Walt  Disney/Michael  D  Eisner 

184 

55 

New  York  NY 

Denison  U,  BA  '64 

13 

13 

Dole  Food/David  M  Murdock 

7A 
/  4 

Kansas  City  MO 

1 J 

19 

Dollar  General/Cal  Turner  Jr 

202 

57 

Scottsville  KY 

Vanderbilt  U,  BBA  '62 

32 

20 

Domlnick's  Supermkts/Robert  A  Mariano 

192 

46 

Chicago  IL 

Uof  Illinois,  BS'71 

U  of  Chicago,  MBA  '87 

25 

1 

Dominion  Resources/Thos  E  Capps 

182 

61 

Wilmington  NC 

Uof  North  Carolina,  BA '58 

JD  '65 

13 

7 

RR  Donnelley  &  Sons/William  L  Davis 

186 

53 

St  Louis  MO 

Princeton,  BA  '65 

Dover/Thomas  L  Reece 

1  7/1 
1  /'t 

Kalamazoo  Ml 

Western  Michigan  U,  BA  '64 

19 

OL 

9 
0 

Dow  Chemical/William  S  Stavropoulos 

174 

58 

Bridgehampton  NY 

Fordham  U,  BA  '61 

U  of  Washington,  PhD  '66 

30 

2 

Dow  Jones/Peter  R  Kann 

186 

54 

Princeton  NJ 

Harvard,  BA  '64 

34 

6 

Downey  Financial/James  A  Lokey 

188 

49 

Santa  Barbara  CA 

Cal  St  Long  Beach,  BS  '71 

~ 

~^ 

DPL/Allen  M  Hill 

182 

51 

Dayton  OH 

Uof  Dayton,  BSEE '67 

MBA  '72 

5 

 2 

nnP/n^\/iH  n  IWIarchall 
UUL/UdvlU  V  Ivldrsildll 

Duxbuny  MA 

Colby  C,  BA'75 

uanmouin,  ividh  ou 

1  9 

1 
1 

Dresser  Industries/William  E  Bradford 

184 

62 

Dallas  TX 

Centenarv  C  BS  '58 

27 

2 

DSC  Communications/James  L  Donald 

176 

65 

Carthage  TX 

SMU,  BSIE  '57 

MSIE  '65 

16 

16 

w\Tr  r  /I    u      p  1     L  i_  ■ 

DTE  Energy/John  E  Lobbia 

182 

55 

Chicago  IL 

U  of  Detroit.  BSEE  '64 

33 

7 

du  Pont  de  Nemours/John  A  Krol 

174 

60 

Ware  MA 

Tufts  U,  BS  '58 

MS  '59 

34 

1 

fllllfo  Pnuior AAii  1 1 1  o m  14  Prinn 

uui\c  ruwcf/vviiiidiii  n  urigg 

1 D9 

K/l 

Shelby  NC 

Duke  U,  AB  '54 

1 1  D  'i;£i 
LLB  DO 

o4 

0 
0 

Dun  &  Bradstreet/Volney  Taylor 

186 

57 

Portsmouth  OH 

Ohio  State  U  BS  '62 

Harvard,  MBA  '66 

25 

1 

Eastman  Chemical/Earnest  W  Deavenport  Jr 

174 

59 

Macon  MS 

Mississippi  State,  BS  '60 

MIT,  MS  '85 

37 

8 

Eastman  Kodak/George  M  C  Fisher 

180 

56 

Anna  IL 

Uof  Illinois,  BS  '62 

Brown,  PhD  '66 

3 

3 

Eaton/Stephen  R  Hardis 

174 

61 

New  York  NY 

Cornell,  BA  '56 

Princeton,  MPA  '60 

18 

2 

Frhlin/I  arnf  W  MrPiirHw 
Lbiiiiii/ Ldi  1  y  vv  iviuouiuy 

1  an 
ioU 

ol 

Commerce  TX 

Texas  A&M,  BBA  '57 

2 

_2 

Edison  international/John  E  Bryson 

182 

53 

New  York  NY 

Stanford  U  BA  '65 

Yale,  JD  '69 

13 

7 

AG  Edwards/Beniamin  F  Edwards  III 

188 

65 

St  Louis  MO 

Princeton,  BA  '53 

41 

31 

El  Paso  Energy.'William  A  Wise 

184 

51 

Davenport  lA 

Vanderbilt  U,  BA '67 

U  of  Colorado,  JD  '70 

27 

7 

Electronic  Data  Sys/Lester  M  Alberthal  Jr 

173 

53 

Corpus  Christi  TX 

Uof  Texas  Austin,  BBA '68 

29 

10 

EMC/Mirhapl  P  Riiptt(ipr<; 

kill  w/ IVI IL 1 1  a  CI  \j  ItUCllgdo 

1  'if. 

l/D 

j4 

Muskogee  OK 

Idaho  State,  BBA  '64 

Harvaru,  iviBA  b/ 

Q 

c 
3 

Emerson  Electric/Charles  F  Knight 

174 

61 

1  /)kp  Fnrp<st  II 

Cnrnpll  RMF  '58 

MBA  '59 

24 

24 

Engelhard/Orin  R  Smith 

202 

61 

Newark  NJ 

Brown,  BA  '57 

Seton  Hall  U,  MBA  '64 

20 

13 

Enova/Stephen  L  Baum 

182 

56 

Boston  MA 

Harvard,  BA  '63 

Uof  Virginia,  LLB  '66 

12 

1 

Enron/Kenneth  L  Lay 

184 

55 

Tyrone  MO 

U  of  Missouri,  BA  '64 

U  of  Houston,  PhD  '70 

13 

13 

Ensco  International/Cad  F  Thome 

184 

56 

LulingTX 

U  of  Texas  Austin,  BS  '63 

Baylor  U.JD  '67 

10 

10 

'Company  founder  ^ew  CEO;  lesi -  v.r      -  ;  ;  Pivice. 
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Forbes  ■  May  19,  1997 


If  gnats  had  wheels, 
we'd  make  the  bearings. 


The  Timken  Company  and  its  subsidiaries  make  and 
sen  ice  bearings  that  weigh  half  an  omice.  And  bearings 
that  weigh  nine  tons.  Wherever  wheels  or  shiifts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precisi^i  iniproves  performance. 


TIMKEN 


WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


TO  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL  33G-47I,-3826.': 


■  ri'Jl1^'Jl7:il^:!U8'<lU'U:LiHiLLC'.JM1-J»niHWT^1-J^n 


Comoanv/chief  executive 

CFO 

Age 

Birthplace 

 Education  

  Tenure  (years) 

undergraduate 

graduate 

with 

as 

page 

firm 

CEO 

■  Entergy/LiJwiii  Lupbergei 

lOL 

DU 

Atlanta  GA 

Davidson  C,  AB  '58 

Emory  U,  MBA  '63 

18 

11  ; 

i  Equifax/Daniel  W  McGlaughlin 

173 

60 

Erie  PA 

U  of  Cincinnati,  BS  '59 

Case  Western,  PhD  '66 

8 

1  : 

:  Equitable  Cos/Joseph  J  Melone 

198 

65 

Pittston  PA 

U  of  Pennsylvania,  BS  '53 

PhD  'fil 
ri lu  \j I 

7 

1 

\  Equitable  of  Iowa/Frederick  S  Hubbell 

198 

46 

Des  Moines  lA 

u  ot  Nortn  uaroiina,  dA  h 

II  nf  Inwa  Ifl  '7fi 
U  Ul  luwa ,  jv   1  \j 

14 

0 

;  Estee  Lauder  Cos/Leonard  A  Lauder 

180 

64 

New  York  NY 

II   H<   Dnnn    lAIUn>4nn      DC  'CA 

U  01  renn-Wharton,  Kb  64 

0  J 

1  "i 
1 0 

■  Everest  Reinsurance/Joseph  V  Taranto 

130 

48 
40 

Brooklyn  NY 

CUNY  Brooklyn,  BS  '71 

3 

3  \ 

i  Excel  Communications/Kenny  A  Troutt' 

176 

49 

Mount  Vernon  IL 

Southern  Illinois  U,  BA  '71 

9 

9  ; 

'■  Exxon/Lee  R  Raymond 

184 

58 

Watertown  SD 

Uof  Wis  Madison,  BS '60 

II  nf  MinnfJQfita   Phfl  'f\'i 
U  Ul  IVIIilllcoUlo,  riiu  Do 

04 

A 
4 

i  Fairchild/Jeffrey  J  Steiner 

173 

60 

Austria 

1  9 

•  Fannie  Mae/James  A  Johnson 

188 

53 

Benson  MN 

U  of  Mmnesota,  BA  65 

rriiitciuii,  ivin  Oo 

7 

c  ■ 
0 

Federal  Express/Frederick  W  Smith' 

Marks  MS 

Yale,  BA  '66 

26 

26  ; 

Federal  Home  Loan/Leland  C  Brendsel 

188 

55 

Sioux  Falls  SO 

U  of  Colorado,  BS  '67 

Northwestern  U,  PhD  '73 

15 

10 

Federated  Dept  Strs/James  M  Zimmerman 

202 

53 

Wilmington  DE 

RiceU,  BA'66 

19 

JL 

_2 

Fifth  Third  Bancorp/George  A  Schaefer  Jr 

188 

52 

Cincinnati  OH 

US  Military  Acad,  BS  67 

Youior  1 1    MDA  'lA 

Aavier  u,  ivibm  / 4 

CO 

7 

Fina/Ron  W  Haddock 

184 

56 

St  Elmo  IL 

Purdue  U,  BS  63 

1 1 
1 1 

0 

0 

rinovo  uroup/odiiiuci  l  Lioiteiiiieiu 

J  J 

New  York  NY 

Amherst  C,  BA  '60 

10 

10 

First  American/Dennis  C  Bottorff 

188 

52 

Clarksville  IN 

Vanderbilt  U,  BE  '66 

Northwestern  U,  MBA  '68 

6 

6 

First  Bank  System/John  F  Grundhofer 

188 

58 

Los  Angeles  CA 

Loyola  U  (IL),  BA  '60 

Uoli,  IVlDft  04 

7 

7 

First  Chicago  NBD/Verne  G  Istock 

188 

56 

Grosse  Pointe  Ml 

U  of  Michigan,  BA  62 

lYItSM  Oo 

'iA 
o4 

g 
0 

First  Citizens  Bcshs/Lewls  R  Holding 

188 

69 

Smithfield  NC 

II     I  Ki       I-  r\        1'         r» r*  irt\ 

U  of  North  Carolina,  BS  50 

ndrVdiU,  IVIDM  JL 

44 

A(\ 
4u 

rirsi  uomnierce/ian  Minui 

100 

J  / 

McCroryAR 

Vanderbilt  U,  BA  '61 

Harvard,  MBA  '63 

19 

14 

First  Commercial/Barnett  Grace 

188 

52 

Batesville  AR 

SMU,  BBA'66 

JD  '68 

25 

10 

First  Data/Henry  C  Duques 

173 

53 

Washington  DC 

George  Washington  U,  BBA  '65 

RJIDfl  'CQ 

MBH  by 

1  n 
lU 

Q 

O 

First  Empire  State/Robert  G  Wilmers 

188 

63 

New  York  NY 

Harvard,  BA  '56 

10 

1  A 

First  Financial/John  C  Seramur 

188 

54 

Milwaukee  Wl 

Marquette  U,  BS  '65 

Q 1 
01 

ol 

niol  ndWdlldll/VVdllcl  n  UUUj  Ji 

188 

iOO 

J  J 

Honolulu  HI 

Uof  Hawaii,  BBA '67 

28 

8 

First  Natl  Nebraska/F  Phillips  Giltner 

188 

72 

33 

3 

First  of  America  Bk/Richard  F  Chormann 

188 

59 

Adrian  Ml 

Western  Michigan  U,  BBA  '59 

QQ 
03 

1 

First  Security/Spencer  F  Eccles 

188 

62 

Ogden  UT 

U  of  Utah,  BS  '56 

Columbia,  MA  by 

0/ 

lo 

First  Tennessee  Natl/Ralph  Horn 

188 

56 

Corinth  MS 

Mississippi  State,  BS  '63 

04 

0 

Firct  llninn/PHvA/arH  F  PnitrhfiDlH 

188 

3  J 

Dearborn  Ml 

Davidson  C,  BA  '63 

U  of  Pennsylvania,  MBA  '65 

32 

13 

First  USA/John  C  Tolleson 

188 

48 

Ennis  TX 

22 

12 

First  Virginia  Banks/Barry  J  Fitzpatrick 

188 

57 

Washington  DC 

Uof  Notre  Dame,  BBA '62 

American  U,  IVIdA  il 

0 

L 

Firstar/Roger  L  Fitzsimonds 

188 

58 

Milwaukee  Wl 

U  of  Wis  Milwaukee,  BBA  '60 

MBA  / 1 

00 

c 
D 

FirstFed  Financial/Babette  E  Heimbuch 

188 

49 

Mexico 

U  of  Calif  Santa  Barb,  BS  '70 

15 

2 

188 

iOO 

Council  Bluffs  lA 

U  of  Iowa,  BS  '66 

2 

2 

Flagstar  Cos/James  B  Adamson 

192 

49 

Japan 

Gonzaga  U,  BBA  '71 

2 

2 

Fleet  FinI  Group/Terrence  Murray 

188 

57 

Woonsocket  Rl 

Harvard,  BA  '62 

00 

ll5 

Fleetwood  Enterprise/John  C  Crean' 

180 

71 

Bowden  ND 

A 1 

4/ 

A 1 
4  / 

Fleming  Cos/Robert  E  Stauth 

192 

52 

Dodge  City  KS 

Kansas  State  U,  BS  '66 

20 

4 

FInririA  Prnffrpcc/!;trlf  R  PrifrhfiolH 
riuiiud  r  1  ugi  Cdd/ JuLFV  u  UlliUlllicllJ 

LOL 

Do 

Rockwood  PA 

Slippery  Rock  U,  BS  '55 

U  of  Pittsburgh,  MA  '60 

14 

7 

Fluor/Leslie  G  McCraw 

178 

62 

Sandy  Springs  SC 

Clemson  U,  BSCE  '56 

22 

7 

FMC/Robert  N  Burt 

174 

59 

Lakewood  OH 

Princeton,  BS  '59 

■  1  1      HiinA    '  f  A 

Harvard,  MBA  64 

24 

6 

Food  Lion/Tom  E  Smith 

192 

56 

Salisbury  NC 

Catawba  C,  BA  '64 

07 

LI 

11 

Ford  Motor/Alex  Trotman 

180 

63 

England 

k  1 
41 

4 

ruiL  nunai  u/ivMLiiaci  i  iMUIUdll 

ioU 

4D 

Purdue  U,  BS  '72 

DePaul  U,JD  '79 

18 

1 

Foster  Wheeler/Richard  J  Swift 

178 

52 

Indianapolis  IN 

US  Military  Acad,  BS  '66 

Fairleigh  Dickinson  U,  MBA  '76 

25 

3 

Foundation  Health/Malik  M  Hasan' 

196 

58 

India 

King  Edward  Medical  C,  MBBS  '60Royal  C  of  Physicians,  MRCP  '63 

12 

7 

FPL  Group/James  L  Broadhead 

182 

61 

New  Rochelle  NY 

Cornell,  BSME  '58 

Columbia,  JD '63 

8 

8 

Franklin  Resources/Charles  B  Johnson 

188 

64 

Montclair  NJ 

Yale,  BA  '54 

40 

26 

'Company founder  ^ewCEO:leb^  .  eo.'ice. 
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^^^^^Tomething  out  of  the  blue  happened  to  your  house,  could  you  find 
a  contractor  to  fix  it?  An  Allstate  Agent  could  help  you.  Plus  Allstate  offers  a  three-year 
workmanship  guarantee.  Being  in  good  hands  is  the  only  place  to  ber 


/illstaie 

Yoifre  in  good  hands. 


■  nu.iii'jiTiiif- 


J  mv^i  rMwi.ni  ruvruu 


Company/chief  executivr                       tf  C  Ag« 

rompansatioft 
page 

Birthplace 

 Education  

undergraduate 

graduate 

Tenure  (years) 
with  as 
firm  CEO 

;  Freeport  Cuppsr/Jameb  K  iviuUtii 

iOl 

C  0 

00 

Houma  LA 

U  of  Texas  Austin,  BS  '61 

Tulane  U,  MS  '63 

97 
LI 

1 1 
Vi 

:  Fremont  General/James  A  Mclntyre 

1 00 
190 

b4 

Los  Angeles  CA 

use,  BS  '54 

'i.L 

9t> 
iD 

i  Frontier/Ronald  L  Bittner 

DO 

Bethlehem  PA 

Muhlenberg  C,  BA '63 

U  of  Rochester,  MBA  '78 

j4 

c 
D 

i  Fruit  of  the  LootnAVilliam  Farley 

1  on 

54 

Pawtucket  Rl 

Bowdoin  C,  AB  '64 

Boston  C,  JD  '69 

91 

1  9 

VL 

:  rUiion  rindnciai/nuiub  m  ruiiuii  ji 

188 

56 

Dallas  TX 

Franklin  &  Marshall  C,  BA  '66 

31 

4 

;  Gannett/John  J  Curley 

1  DC 

lob 

DO 

Easton  PA 

Dickinson  C,  BA '60 

Columbia,  MS  '63 

97 
LI 

1 1 

i  Gap/Millard  Drexler 

CO 

New  York  NY 

SUNY  Buffalo,  BS  '66 

Boston  U,  MBA  '68 

1  A 

0 
L 

;  Gateway  2000/Theodore  W  Waitt' 

1/6 

34 

Sioux  City  lA 

1  0 

iL 

1  0 

iL 

i  GATX/Ronald  H  Zech 

1  00 

loo 

CO 

DO 

Reedsburg  Wl 

Valparaiso  U,  BSEE  '65 

Uof  Wis  Madison,  MBA '67 

1  Q 

ly 

1 
1 

1 

47 

Seattle  WA 

U  of  Washington,  BS  '72 

Princeton,  PhD  '77 

17 

2 

!  General  Dynamics/James  R  Mellor 

1/0 

C7 

b/ 

Detroit  Ml 

U  of  Michigan,  BS  '52 

MS '53 

lb 

A 

4 

;  General  Electric/John  F  Welch  Jr 

1  7i1 
l/"} 

C  1 

bl 

Peabody  MA 

U  of  Massachusetts,  BS  '57 

Uof  Illinois,  PhD '60 

ii 

lb 

•  General  Instrument/Richard  S  Friedland 

1/0 

A  C 

4b 

Pittsfield  MA 

Ohio  State  U,  BS '72 

Seton  Hall  U,  MBA  '85 

1  Q 

ly 

0 
L 

:  General  Mills/btepnen  W  banger 

1  HA 
134 

C  1 

Dl 

Cincinnati  OH 

DePauw  U,  BA  '68 

U  of  Michigan,  MBA  '70 

00 
Li 

0 
L 

fipnprni  Mntnr^/lnhn  F  9mith  Ir 

UCIICIdl  ITIUIUI  d/ Jul  II 1  1    OIIIIUI  Jl 

180 

59 

Worcester  MA 

U  of  Massachusetts,  BBA  '60 

Boston  U,  MBA  '65 

36 

5 

i  General  Re/Ronald  E  Ferguson 

1  00 
130 

cc 
DD 

Chicago  IL 

Blackburn  U,  BA  '63 

U  of  Michigan,  MS  '65 

OQ 

1  n 
iU 

i  Genuine  Parts/Larry  L  Prince 

1  on 
loU 

C  0 

DO 

Dyersburg  TN 

00 

3y 

7 
/ 

i  Georgia-Pacific/Alston  D  Correll 

134 

cc 
Db 

Brunswick  GA 

U  of  Georgia,  BS  '63 

Uof  Maine,  MS  '67 

n 

y 

A 

4 

[  Giant  Food/Pete  L  Manos 

lyz 

bO 

Washington  DC 

George  Washington  U,  BS  '56 

MS  '61 

oc 
ob 

1 

1 

■  fiillpttp/Alfrprl  M  Zpjpn 

180 

67 

New  York  NY 

Webb  Institute,  BS  '52 

29 

5 

;  Glendale  rederai  DK/btepnen  J  Iratton 

1  00 

lots 

cn 
dU 

Mt  Vernon  WA 

Washington  State,  BS  '68 

7 
/ 

D 

:  Global  Manne/L  Kussell  Luigs 

1  Dyl 

104 

CA 

b4 

Evansville  IN 

U  of  Texas  Austin,  BS  '57 

on 
L\i 

on 

1  bOiden  west  rini/iviarion  u  oanoier'- 

loo 

cc 
bb 

Biddeford  ME 

Wellesley  C,  BA  '52 

NYU,  MBA  '58 

oyl 
34 

0^ 

34 

■  BF  Goodrich/David  L  Burner 

1/4 

CO 
DO 

Lodi  OH 

OhioU,  BS'62 

1  A 
14 

_2 

■  Gonrfvpar/Samir  Hihara 

180 

58 

Egypt 

Cairo  U,  BBA  '60 

Harvard,  MBA  '65 

33 

1 

:  urU/rrea  u  nater 

1  00 
10£ 

cc 
Db 

Reading  PA 

oc 
35 

2 

UfD   Pri<«  A /A  Iknt4    1  Anr-tnlln 

:  WK  brace/Aioeri  j  tosTeiio 

1  7>l 

1/4 

C  1 

bi 

New  York  NY 

Fordham  U,  BS  '57 

NYU,  MS  '64 

L 

0 

L 

WW  brainger/Kicnard  1.  Keyser 

1  70 

Hi 

d4 

Harrisburg  PA 

US  Naval  Acad,  BS  '64 

Harvard,  MBA '71 

11 

2 

'  Grand  Union/Joseph  J  McCaig 

1  00 

ly^ 

CO 

D^ 

Brooklyn  NY 

3d 

0 

0 

■  Great  A&P  Tea/lamp';  Wnnfl' 

192 

67 

England 

Loughborough  C,  CB  '55 

1  7 

1  7 

breat  LaKes  Lnemicai/Kouert  d  McUonalu 

1  7J1 

1/4 

cn 

60 

Seattle  WA 

Yale,  BSCE  '58 

U  of  Washington,  MSCE  '60 

29 

3 

■  Great  Western  Finl/John  F  Maher 

1  00 

loo 

c^ 
D4 

Berkeley  CA 

Menio  C,  BS  '65 

U  of  Pennsylvania,  MBA  '67 

11 

1 
1 

Green  Tree  Financial/Lawrence  M  Coss' 

1  00 

loo 

C  0 

DO 

Miller  SD 

21 

21 

GreenPoint  Financial/Thomas  S  Johnson 

1  00 

loo 

56 

Racine  Wl 

Trinity  College  CT,  AB  '62 

Harvard,  MBA  '64 

4 

4 

GTE/Charles  R  Lee 

176 

57 

Pittsburgh  PA 

Cornell,  BA  '62 

Harvard,  MBA  '64 

14 

c 
J 

uuiuani/KondiQ  w  uoiiens 

l3b 

cn 
DU 

Danville  IN 

Purdue  U,  BS  '70 

Indiana  U,  MBA  '72 

25 

9 

Halliburton/Richard  Cheney 

184 

56 

Lincoln  NE 

U  of  Wyoming,  BA  '65 

MA '66 

2 

2 

Hannaford  Bros/Hugh  G  Farrington 

1  oo 

52 

North  Conway  NH 

Dartmouth,  BA '67 

U  of  New  Hampshire,  MA  '68 

29 

5 

narcouri  benerai/tticnaro  A  bmitn 

1  oc 

lob 

73 

Boston  MA 

Harvard,  BS  '46 

36 

Harley-Davidson/Richard  F  Teerlink 

180 

60 

Chicago  IL 

Bradley  U,  BS  '61 

U  of  Chicago,  MBA  '76 

1  fi 

0 
0 

■  Harnischfeger  Inds/Jeffery  T  Grade 

1/4 

53 

Chicago  IL 

Illinois  Tech,  BS  '66 

DePaul  U.  MBA '72 

14 

5 

narris/rnMnp  w  rarmer 

1  7C 

58 

Goldsboro  NC 

Duke  U,  BS'60 

15 

2 

nasoro/Aian  b  nassenTeio 

1  on 

180 

48 

Providence  Rl 

U  of  Pennsylvania,  BA  '70 

27 

8 

nawdiian  tieciric/rxooeri  r  uiarKe 

lo*i 

55 

Oakland  CA 

U  of  Cal  Berkeley  BA  '65 

MBA  '66 

10 

6 

HBO  &  Co/Charles  W  McCall 

JO 

Oskaloosa  lA 

U  of  Iowa,  BBA 

Roosevelt  U,  MBA 

c 
b 

c 

b 

Health  Management/William  J  Schoen 

196 

61 

Los  Angeles  CA 

use,  BS  '60 

MBA  '63 

14 

12 

HealthSouth/Richard  M  Scrushy' 

196 

44 

Florala  AL 

Uof  Alabama,  BS '74 

13 

13 

HJ  Heinz/Anthony  J  F  O'Reilly 

194 

61 

Ireland 

U  of  Dublin,  BCL'58 

U  of  Bradford  UK,  PhD  '80 

28 

18 

Hercules/R  Keith  Elliott 

174 

55 

Abbeville  SC 

use,  BS  '64 

Columbia,  MBA  '65 

6 

1 

Hershey  Foods/Kenneth  L  Wolfe 

194 

58 

Lebanon  PA 

Yale,  BA'61 

U  of  Penn-Wharton,  MBA  '67 

30 

3 

■Company  founder  ^e*-'-'.          -     ■!  rnj,;  ^ei  .  a  'Office  jomtly  he'd  with  Herlwrt  M  Sandler  'Office  is  jointly  held  with  Christian  W  Haub. 
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When  looking  for  oil 
down  here,  it  helps  to  have  technology 


THAT  OPENS  YOUR  EYES. 


'^MMiw  iifi'i  ' 


Put  your  hands  over  your  eyes.  Now  look  for 
oil.  That's  what  it's  like  looking  for  oil  located 
below  salt  layers  as  thick  as  5,000  feet  in  the 
Gulf  of  Mexico.  But  recently  we  found  a  way  to 
see  through  these  layers.  We  combined  inno- 
vative thinking  with  advanced  3-D  seismic  tech- 


nology to  make  the  Gulf's  first  commercially 
successful  sub-salt  oil  discovery  A  break- 
through that  was  due  not  so  much  to  improved 
eyesight,  as  to  vision.  At  Phillips,  that's  what  it 
means  to  be  The  Performance  Company 
PHILLIPS  PETROLEUM  COMPANY  1§B 


For  a  copy  of  our  annual  report,  calt  918-001-3700,  write  to:  Phillips  Annual  Report,  B-41,  Adams  Bldg.,  Bartlesville,  OK  74004, 

orvisitusatwww.phillips66.com.  ,  , 


i 


ComDanv/chief  cx.tcctiv.' 

ac.j.      1  1 

Age 

n 

Birthplace 

— — "  CuUudllUfI 

  Tenure  (years) 

coriinensatio 

undergraduate 

graduate 

With 

as 

page 

firm 

CEO 

;  Hewlett-Packard/Lewis  l  i'\,ia 

1  7fi 

56 

Johnson  City  NY 

Cornell,  BSME  '64 

U  of  Penn-Wharton,  MBA  '66 

31 

5 

'■  HF^/Hpnrv  R  Siluprman' 

204 

56 

New  York  NY 

Williams  C  '61 

U  of  Pennsylvania,  JD  '64 

7 

7 

:  Hibernia/Stephen  A  Hansel 

190 

49 

Long  Branch  NJ 

Wesleyan  U,  BA  '69 

II  nf  Uiroinia  MR&  '71 
U  Ul  Vllglllld,  IVIDn  /  1 

c 
J 

c 
J 

:  Hilipnhr^inri  Inil^/W  Aupiist  Hillenbrand 

196 

56 

Batesville  IN 

St  Joseph's  IN,  BS  '65 

■^1 

0  1 

9 
0 

'■  Hiltnn  Hntpl<;/Stpnhpn  F  Rnllpnharh 

204 

54 

Los  Angeles  CA 

UCLA,  BS  '65 

L>ai  oi  LOS  Mngeies,  ivida  do 

1 
1 

1 

i  Home  Depot/Bernard  Marcus' 

Oil 

68 

Newark  NJ 

Rutgers,  BS  '54 

19 

19 

'  Hnnpvwpll/Mlrhapl  R  Bnnsi?nore 

174 

56 

Plattsburg  NY 

US  Naval  Acad,  BSEE  '63 

28 

4 

:  Wnrncp  Mann/P;iiil  1  Kfirdn*; 

198 

60 

Vandergrift  PA 

Grove  City  C,  BS  '62 

on 

lb 

•  HnrmpI  Fnnr1^/lnpl  W  inhn'snn 

194 

53 

Staten  Island  NY 

Hamilton  C,  AB  '65 

harvaro,  iviba  d/ 

b 

4 

'■  Host  Marriott/Terence  C  Golden 

204 

52 

Horsham  PA 

U  of  Notre  Dame,  BSME  '66 

MIT  ^/ICC  'C7 

Mil,  IVlbt  b/ 

L 

L 

:  Household  intl/wiiiiam  i-  Aidinger  iii 

49 

Brooklyn  NY 

CUNY  Baruch,  BBA  '69 

Brooklyn  Law  School,  JD  '75 

3 

3 

:  Houston  Industries/Don  D  Jordan 

182 

65 

Corpus  Christi  TX 

U  of  Texas  Austin,  BBA  '54 

S  Texas  Col  of  Law,  JD  '69 

41 

20 

•  Hubbell/G  Jackson  Ratcliffe 

174 

61 

Charleston  WV 

Duke  U,  AB  '58 

1 1  nf  \/irnin        IH  Xl 

u  01  Virginia,  ju  oi 

OQ 
Li 

Humana/David  A  Jones' 

196 

65 

Louisville  KY 

U  of  Louisville,  BS  '54 

Vila  in  'cn 
laie,  JU  bu 

Jb 

oc 
Jb 

Huntington  Bancshs/Frank  Wobst 

190 

63 

Germany 

U  of  Eriangen,  BA  '55 

Kutgers,  ivida  b4 

Li 

1  c 
lb 

ibr/KOueri  L  reterson 

64 

Hartington  NE 

36 

17 

■  IKON  Office  Solutions/John  E  Stuart 

173 

53 

Berkeley  CA 

Pace  U  NY,  BS  '80 

MBA  '80 

12 

4 

.  Illinois  Central/E  Hunter  Harrison 

204 

52 

Memphis  IN 

U  of  Memphis,  BA  '68 

o 
8 

4 

',  Illinois  Tool  Works/W  James  Farrell 

174 

55 

Buffalo  NY 

U  of  Detroit,  BEE  '65 

iL 

L 

'.  Illinova/Larry  D  Haab 

182 

59 

Fairbury  IL 

Millikin  U,  BS '59 

00 

iL 

r 

b 

iiviL  uiouai/wenueM  r  tsuecne 

1  7A 

66 

Flushing  Ml 

U  of  Notre  Dame,  BSME  '52 

4 

4 

Inacom/Bill  L  Fairfield' 

202 

50 

Kearney  NE 

Bradley  U,  BSIE  '69 

Harvard,  MBA  '75 

18 

15 

;  Informix/Phillip  E  White 

176 

54 

Taylorville  IL 

Illinois  Wesleyan  U,  BA  '66 

u  ot  Illinois  Urbana,  MBA  bo 

o 
0 

0 

0 

■  Ingersoll-Rand/James  E  Perrella 

174 

61 

Gloversville  NY 

Purdue  U,  BSME  '60 

MSIM  bl 

oc 

4 

■  Ingram  Micro/Jerre  L  Stead 

176 

54 

Maquoketa  lA 

U  of  Iowa,  BS  '65 

I 

1 

.  iniano  oieei  inos/KODeri  j  uarnaii 

59 

Normal  IL 

DePauw  U,  BA  '60 

U  of  Chicago,  MBA  '73 

35 

5 

;  Intel/Andrew  S  Grove 

176 

60 

Hiinpflru 

1 1 u  M  ga  1  y 

CUNY  Citv  BS  'fiO 

U  of  Cal  Berkeley,  PhD  '63 

29 

10 

■  Intelligent  Electron/Richard  D  Sanford' 

202 

53 

New  York  NY 

Hofstra  U,  BA  '71 

lb 

lb 

IBM/Louis  V  Gerstner  Jr 

176 

55 

Mineola  NY 

Dartmouth,  BA  '63 

Harvard,  MBA  65 

4 

4 

IntI  Flavors  &  Frags/Eugene  P  Grisanti 

174 

67 

Buffalo  NY 

Boston  U,  LLB  '53 

Harvard,  LLM  54 

0  0 

3/ 

1  o 

12 

inii  lYiuiiiTouus/uary  t  cosiiey 

53 

Caldwell  ID 

Oregon  State  U,  BS  '64 

PhD  '70 

1 

_2 

International  Paper/John  T  Dillon 

194 

58 

Npwrnmh  NY 

U  of  Hartford  BA  '65 

Columbia,  MBA '71 

32 

1 

Interpublic  Group/Philip  H  Geler  Jr 

186 

62 

Pontiac  Ml 

Colgate  U,  BA  '57 

Columbia,  MBA  58 

22 

17 

Interstate  Bakeries/Charles  A  Sullivan 

194 

61 

Toledo  OH 

U  of  Toledo,  BBA  '59 

10 

8 

ITT/Rand  V  Araskog 

204 

65 

Fergus  Falls  MN 

US  Military  Acad,  BS  '53 

30 

18 

ITT  U^rtfnrrl  nrniin/Pomoni  Airar 

Ml  ndiiiulu  ui uup/[\diiidni  Myer 

IQS 

49 

India 

Indian  Tprh  W\  '69 

1 1 1  U  1  Cl  1 1    lUoll,   \J\j     \J  J 

Drexel  U,  PhD  '73 

24 

_2 

ITT  Industries/Travis  Engen 

180 

52 

1  uJuU^llu  \jr\ 

MIT  BS  '67 

ITI 1  1  ,    Lf  <J     U  / 

12 

1 

James  River  Corp  Va/Miles  L  Marsh 

180 

49 

South  Africa 

U  of  Cape  Town,  BS '70 

Northwestern  U,  PhD  '76 

2 

2 

Jefferson-Pilot/David  A  Stonecipher 

198 

56 

Cleveland  IN 

VanderbiItU,  BBA'62 

Georgia  State  U,  MS  67 

5 

4 

Jefferson  Smurfit/Richard  W  Graham 

194 

62 

Philadelphia  PA 

Lafayette  C,  BS  '56 

1 1     X          _  till  1          1 1  rt  A  *  c Ct 

U  of  Penn-Wharton.  MBA  59 

38 

2 

Inhn  A  Irion  Pi  nsnpiol/r^  Ion  Hnn  C  Inhncnn 

juiiii  niucii  riiidiiuidi/vjiciiuuii  L  junnson 

109 

73 

Cleveland  UT 

U  of  Utah  BS  '48 

Harvard,  LLD  '52 

12 

12 

Johnson  &  Johnson/Ralph  S  Larsen 

196 

58 

Rrnnklvn  NY 

Hnf<;tra  II  RRA  'fi? 

35 

8 

Johnson  Controls/James  H  Keyes 

180 

56 

La  Crosse  Wl 

Marquette  U,  BS  '62 

Northwestern  U,  MBA  '63 

31 

9 

Kansas  City  Southern/Landon  H  Rowland 

204 

59 

Fuquay  Springs  NC 

Dartmouth,  BA  '59 

Harva.rd,  LLB  62 

17 

10 

Kellogg/Arnold  G  Langbo 

194 

60 

Canada 

41 

5 

Kelly  Services/Terence  E  Adderley 

173 

63 

Dptrnit  Ml 

II  nf  Mirhi0;in  RRA  'h'^ 

MBA '56 

39 

30 

Kerr-McGee/Luke  R  Corbett 

184 

50 

Dnuplas  f^A 

L/uugiao  "jn 

II  nf  Gpnruia  RA  'M 

12 

_2 

KeyCorp/Robert  W  Gillespie 

190 

53 

Cleveland  OH 

Ohio  Wesleyan  U,  BA  '66 

Case  Western,  MBA  '68 

29 

2  '' 

Keystone  Finl/Carl  L  Campbell 

190 

54 

Sunbury  PA 

Susquehanna  U,  BS  '65 

25 

15 

Kimberly-Clark/Wayne  R  Sanders 

180 

49 

Chicago  IL 

Illinois  Tech.  BSCE  '69 

Marquette  U,  MBA  '72 

22 

5 

'Company  founder,  ^ew  L  '  nihs' soi xce. 
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"Zenger 
Miller 
KEEPS  us 

MOVING 
FORWARD 

IN  THE  WAY  WE 
MANAGE,  THINK, 
AND  DELIVER 
OUR  PRODUCTS 


AND  SERVICES. 


-  Charles  Vaughan-Johnson 
President  &  CEO, 
The  Bank  of  Bermuda 


ENGER  Miller 


Reputation  for  Results. 


Charles  Vaugluin-.Joluisun 
hixulcril  C-^CEO. 
The  Hank  oj  Bcnmtda 


Alan  Ricliardsun 
Saiior  Vl^,  Bnnkiiig, 
Tlic.  linnk  of  BcrmiiLld     »  < 


'  ATimes  Mirror 
Cornpan> 


Progress.  Beyond  an  executive  vision,  moving  forward  requires 
the  commitment  of  your  entire  organization.  At  Zenger  Miller,  we 
provide  the  experience  you  need  to  mobilize  managers  and  team 
members  at  every  level  in  support  of  your  company's  strategic  goals. 

At  the  Bank  of  Bermuda,  the  first  step  towards  progress  involved 
addressing  the  Bank's  internal  goals.  Through  creative,  interactive  sessions, 
Zenger  Miller  assisted  the  Bank  in  breaking  dow^n  divisional  barriers, 
broadening  the  level  of  awareness  about  managerial  issues,  and  bringing 
employees  together  to  solve  key  business  problems.  The  entire  organization 
is  now  better  prepared  to  manage  change,  increase  the  quality  of  products 
and  services,  and  fulfill  customer  expectations.  The  Bank  of  Bermuda 
also  gained  a  distinct  advantage  in  a  highly  competitive  recruitment 
market  by  offering  Zenger  Miller  training  courses  as  an  incentive  to 
potential  job  candidates. 

"We  value  their  willingness  to  fit  the  training  into  our  culture.  Zenger 
Miller  has  presented  meaningful  solutions  which  have  helped  us  move  our 
Bank  forward." 

Learn  how  Zenger  Miller  can  help  you  achieve  equally  impressive 
results.  Please  call  us  at  1-800-566-0630  or  visit  us  on  the  World  Wide 
Web  at  www.zengermillerlibrary.com. 


■irL'jiiii'jn.ii^.uniiitv.rjuL-i,aw»iniii!i.-j°wk-JBm 


Company/chief  executive  CEO  Age     Birthplace   Education   Tenure  (years) 

compensation                           undergraduate  graduate  with  as 

page  firm  CEO 

King  World  Prods/Mictiaei  King  :  186  :  49  |  Summit  NJ  :  Fairleigti  Dickinson  IJ,  BA  71  ;  24  13 

Kmart/Floyd  Hall  1  202  :  58  i  Duncan  OK  i  12  2 

Knight-Ridder/P  Anthony  Ridder  \  186  i  56  i  Duluth  MN  i  U  of  Michigan,  BA  '62  \  35  2 

Kohl's/William  S  Kellogg  ;  202  j  53  j  Milwaukee  Wl  !  31  18 

Kroger/Joseph  A  Pichler  \  192  \  57  j  St  Louis  MO  i  U  of  Notre  Dame,  BA '61  U  of  Chicago,  PhD '66  \  17  7 

Lafarge/John  M  Piecuch  \  178  \  49  •:  Philadelphia  PA  i  U  of  Akron,  BA '71  MBA '73  ;  10  1 

Lear/Kenneth  L  Way  \  180  \  57  ;  Detroit  Ml  :  Michigan  State  U,  BS '61  MBA '71  j  31  9 

Leggett  &  Platt/Harry  M  Cornell  Jr  i  180  :  68  :  Dutch  East  Indies  i  U  of  Missouri,  BS  '50  i  47  37 

Lehman  Bros  Holding/Richard  S  Fuld  Jr  \  190  ;  51  i  New  York  NY  |  U  of  Colorado,  BS '69  NYU,  MBA '73  \  28  4 

Leucadia  National/Ian  M  Gumming  i  198  ;  56  j  Canada  \  U  of  Kansas  '62  Harvard,  MBA  '70  ;  19  19 

LG&E  Energy/Roger  W  Hale  !  182  i  53  1  Baltimore  MD  !  U  of  Maryland,  BA '65  MIT,  MS '79  8  8 

Liberty  Financial  Cos/Kenneth  R  Leibler  \  198  i  48  ;  New  York  NY  :  Syracuse  U,  BA '71  \  7  2 

Life  USA  Holding/Robert  W  MacDonald'  i  198  j  54  \  Rochester  NY  ;  Western  State  U  Col,  BSL  '74  i  10  10 

Eli  Lilly/RandallL  Tobias  \  196  :  55  i  Lafayette  IN  ;  Indiana  U,  BS '64  \  4  4 

Limited/Leslie  H  Wexner'  i  202  \  59  i  Dayton  OH  \  Ohio  State  U,  BS  '59  ;  34  34 

Lincoln  National/Ian  M  Rolland  ;  198  \  63  !  Fort  Wayne  IN  !  DePauw  U,  BA '55  U  of  Michigan,  MA '56  i  41  20 

Linear  Technology/Robert  H  Swanson  Jr'  j  176  \  58  j  Boston  MA  j  Northeastern  U,  BS '63  |  16  16 

Litton  Industries/John  M  Leonis  \  173  ;  63  \  Whittier  CA  i  U  of  Arizona,  BSEE  '59  j  37  3 

Liz  Claiborne/Paul  R  Charron  ;  180  :  54  i  Schenectady  NY  i  U  of  Notre  Dame,  BA '64  Harvard,  MBA '71  !    3  2 

Lockheed  Martin/Norman  R  Augustine  \  173  !  61  \  Denver  CO  \  Princeton,  BSE  '57  MSE  '59  \  20  9 

Loews/Laurence  A  Tisch'  \  194  \  74  i  Brooklyn  NY  ;  NYU,  BS '42  U  of  Pennsylvania,  MA '43  :  38  37 

Long  Island  Banccrp/JohnJConefryJr  i  190  \  52  i  New  York  NY  ;  Manhattan  C,  BS '67  ;  4  3 

Long  Island  Lighting/William  J  Catacosinos    \  182  1  67  :  New  York  NY  i  NYU,  BS '51  PhD '62  \  18  13 

Longs  Drug  Stores/Robert  M  Long  \  202  i  59  ]  Oakland  CA  i  Claremont  McKenna  C,  BA  '60  j  36  20 

Loral  Space  &  Commun/Bernard  L  Schwartz  ;  176  \  71  i  New  York  NY  i  CUNY  City,  BBA '48  j  25  25 

Louisiana-Pacific/MarkASuwyn  j  194  i  54  i  Denver  CO  i  Hope  C,  BA '64  Washington  State,  PhD '67  1  1 

Lowe's  Cos/Robert  L  Tillman  !  202  \  53  ;Mt  Olive  NC  !  U  of  North  Carolina,  BS '67  :  35  1 

LSI  Logic/Wilfred  J  Corrigan'  ;  176  !  59  !  England  ilmperial  C  London,  BSCE '61  I  16  16 

LTV/David  H  Hoag  I  202  \  57  ;  Pittsburgh  PA  i  Allegheny  C,  BA '60  \  37  6 

Lubrizol/William  G  Bares  :  174  i  55  ;  Cleveland  OH  j  Purdue  U,  BS '63  Case  Western,  MBA '69  !  34  1 

Lucent  Technologies/Henry  B  Schacht  I  176  :  62  !  Erie  PA  !  Yale,  BS '56  Harvard,  MBA '62  j    2  2 

LyondellPetrochem/DanF  Smith'  \  174  1  51  ;  Port  Arthur  TX  i  Lamar  U,  BS '69  1  29 

Magna  Group/G  Thomas  Andes  ;  190  \  54  :  Lincoln  IL  jlHinois  State  U,  BS '65  :  32  2 

Mallinckrodt/C  Ray  Hclman  i  196  :  54  kittle  Rock  AR  i  U  of  Missouri,  BS '64  \  21  4 

Manpower/Mitchell  S  Fromstein  I  173  \  69  i  Milwaukee  Wl  i  U  of  Wis  Madison,  BBA '49  ;  21  21 

Mapco/James  E  Barnes  \  184  \  63  i  Ponca  City  OK  ;  Oklahoma  State  U,  BS '57  \  14  13 

Marriott  Intl/J  Willard  Marriott  Jr  :  204  i  65  ;  Washington  DC  :  U  of  Utah,  BS '54  \  41  24 

Marsh  &  McLennan/A  J  C  Smith  \  190  \  63  I  Scotland  :  36  5 

Marshall  &  llsley/James  BWigdale  I  190  ;  60  i  Milwaukee  Wl  i  Stanford  U,  BA '59  \  35  5 

Masco/Richard  A  Manoogian  \  178  ;  60  j  Long  Branch  NJ  \  Yale,  BA  '58  ;  39  29 

Mattel/Jill  E  Barad  \  180  \  45  i  New  York  NY  ;  CUNY  Queens,  BA '73  !  16 

Maxim  Integrated  Prod/John  F  Gifford'  ;  176  :  56  ;  Torrance  CA  j  UCLA,  BS  63  \  14  14 

Maxxam/Charles  E  Hurwitz  ;  202  ;  57  iKilgoreTX  i  U  of  Oklahoma,  BA '62  I  19  17 

May  Dept  Stores/David  C  Farrell  :  202  j  63  i  Chicago  IL  1  Antioch  U,  BA '56  1  41  18 

Maytag/Leonard  A  Hadley  \  180  \  62  ;  Earlham  lA  i  U  of  Iowa,  BS  '58  '  :  38  5 

MBIA/David  H  Elliott  \  190  i  55  j  Canaan  CT  ;  Yale,  BA  '64  Boston  U,  JD  '67  \  24  5 

MBNA/Alfred  Lerner  I  190  :  64  I  New  York  NY  ;  Columbia.  BA '55  ;  14  6 

McDonald's/Michael  R  Quinlan  ;  192  i  52  :  Chicago  IL  :  Loyola  U  (IL),  BS  '67  MBA  '70  \  31  10 

McDonnell  Douglas/Harry  C  Stonecipher  ;  173  \  61  ;  Scott  County  TN  i  Tennessee  Tech,  BS '60  i  3  3 

McGraw-Hill  Cos/Joseph  L  Dionne  ISF,  ■  63  :  Montgomery  AL  ;  Hofstra  U,  BA '55  Columbia,  EdD '65  ;  31  14 


'Company founder.  ^New CEO:  [■  Of!::=  lo'ntly  heKl  w'th  Preston  R  r,sch. 
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^ficio  brings  the  power  of  the  future  into  your  office  with  affordable,  automated,  easy-to-use  digital  office  equipment  You'll 
:reate  dazzling  presentations,  thanks  to  spectacular  image  quality  and  colors  so  vibrant  they  have  a  life  of  their  own. 
ncorporating  a  unique,  modular-design  configuration,  Aficio  lets  you  choose  from  a  variety  of  full-color  or  black-and-white 
digital  copiers.  You  can  add  optional  faxing,  printing  and  networking  modules  —  whatever  arrangement  best  satisfies  your 
equirements.  And  Aficio  is  PC  connectable.  See  what  we  can't  show  you  here  —  a  real  Aficio  copy.  Call  1 -800-63-RICOH  or 
Tieet  us  online  at  http://www.ricoh.com.  The  productivity  of  the  future  is  yours  today  —  with  the  digital  power  of  Aficio. 


Aficio 


TM 


by  RICOH 


Company/chief  executive                        Cfc'O  Age 

compensation 
page 

Birthplace 

 Education  

undergraduate 

graduate 

Tenure  (years) 
with  as 
firm  CEO 

i  MCI  Communication/Geraid  H  Taylor 

i/o 

3D 

Midland  Ml 

San  Francisco  State  U,  BS  '69 

98 

1 
1 

:  McKesson/Alan  Seelenfreund 

1  nr 

bU 

New  York  NY 

Cornell,  BME  '59 

Stanford  U,  PhD  '67 

99 

0 
0 

;  MCN  Energy  Group/Alfred  R  Glancy  III 

(;q 

03 

Detroit  ML 

Princeton,  BA  '60 

Harvard,  MA  '62 

'Xh 
J  J 

■  Mead/Steven  C  Mason 

1  QVl 

C 1 
Dl 

Canada 

MIT,  BS  '57 

an 

c 

3 

MoriPartnorc/l  Qrrv  P  MniiQp' 
iVIcur di Ulcl a/Ldi ly  n  nuuoc 

196 

53 

Lutts  TN 

4 

4 

!  Medtronic/William  W  George 

1  QC 
130 

^A 

Muskegon  Ml 

Georgia  Tech,  BSIE  '64 

Harvard,  MBA  '66 

0 
0 

c 
0 

:  Mellon  Bank/Frank  V  Cahouet 

1  on 

lyu 

d4 

Boston  MA 

Harvard,  BA  '54 

U  of  Penn-Wharton,  MBA  '59 

1  n 

iU 

1  n 

lU 

;  Mercantile  Bancorp/Thomas  H  Jacobsen 

inn 

0/ 

Chicago  IL 

Lake  Forest  C,  BS  '63 

Uof  Chicago,  MBA '68 

B 

0 

9 
0 

i  Mercantile  Bkshs/H  Furlong  Baldwin 

1  on 

03 

Baltimore  MD 

Princeton,  AB  '54 

4 1 

91 
Lv 

Marrontilfi  CtnrDc/na\/iH  1  Miphnic 
IVICIl/dnUlC  olUiuo/UdVIU  L  lilUHUlo 

202 

54 

Toledo  OH 

U  of  Toledo,  BS  '90 

33 

5 

:  Merck/Raymond  V  Gilmartin 

130 

Do 

Washington  DC 

Union  C,  BSEE  '63 

Harvard,  MBA  '68 

0 

q 

;  Merisel/Dwight  A  Steffensen 

1  78 
1/0 

^A 
D4 

Fresno  CA 

Stanford  U,  BS  '65 

c 
D 

1 
1 

Merrill  Lynch/David  H  Komansky 

1  on 

lyu 

to 
DO 

Mount  Vernon  NY 

90 

_2 

Fred  Meyer/KoDert  b  iviiiier 

Do 

Louisville  MS 

c 
D 

c 
D 

lUinir  Invp^tmpntAA/illipm  l-l  1  ppv 

lilUtU  IIIVCollllCIIL/VVIIIIalll  II  LOUj 

190 

52 

Chicago  IL 

Uof  Wis  Milwaukee,  BBA '68 

26 

10 

MicroAge/Jeffrey  D  McKeever' 

£W 

D4 

Marlon  IN 

Uof  Arizona,  BS '65 

MBA  '73 

9 1 
LI 

lU 

Micron  Technology/Steven  R  Appleton 

1  7Q 
1/0 

Q7 

61 

Covina  CA 

Boise  State  U,  BBA  '82 

1  A 
14 

q 

0 

.  Microsoit/William  H  bates' 

1  7Q 
I/O 

A  1 

41 

Seattle  WA 

90 
LL 

1 C 

lb 

MidAmerican  Energy/Stanley  J  Bright 

1  QO 

t7 
3/ 

Rochester  NY 

George  Washington  U,  BBA  '63 

1  1 
1 1 

1 
1 

Minn  Minino^    Mf(r/I  iuln  D  Dp^imnnp 

173 

60 

Canada 

McGill,  BSCE  '57 

40 

6 

Mirage/Stephen  A  Wynn 

9nyi 

DD 

New  Haven  CT 

U  of  Pennsylvania,  BA  '63 

9/1 
Z4 

9/1 

LH 

Mobil/Lucio  A  Noto 

1  Qyl 
184 

Dy 

Brooklyn  NY 

U  of  Notre  Dame,  BS  '58 

Cornell,  MBA  '62 

oc 
3b 

q 
J 

Molex/Frederick  A  Krehbiel 

1  7Q 
I/O 

33 

Hinsdale  IL 

Lake  Forest  C,  BA  '63 

00 

iL 

0 

y 

Monsanto/Robert  B  Shapiro 

1/4 

CO 
30 

New  York  NY 

Harvard,  BA  '59 

Columbia,  JD  '62 

1  0 

lo 

0 

L 

JP  Morgan  &  Co/Douglas  A  Warner  III 

190 

50 

Cincinnati  OH 

Yale,  BA  '68 

29 

2 

Morgan  Stanley/Richard  B  Fisher 

1  on 
lyu 

Cfl 

bU 

Philadelphia  PA 

Princeton,  BA  '57 

Harvard,  MBA  '62 

oc 
jb 

b 

Morton  International/S  Jay  Stewart 

1/4 

CO 

Do 

Pineville  WV 

Uof  Cincinnati,  BSCE  '61 

West  Virginia  U,  MBA '66 

0^ 

z4 

0 

i 

Motorola/Christopher  B  Galvin 

1  7Q 

l/o 

A  1 

4/ 

Oak  Park  IL 

Northwestern  U,  BA  '73 

MBA '77 

0/1 

£4 

2 

Naico  Chemical/Edward  J  Mooney 

1  lA 
1/4 

cc 
Db 

OmarWV 

U  of  Texas  Austin,  BS '64 

JD  '67 

90 

q 
0 

Nash  Finch/Alfred  N  Flaten 

192 

62 

Edinburg  ND 

U  of  North  Dakota,  BS  '57 

36 

3 

ndiiundi  uiiy/Uoviu  A  uauerKO 

1  on 
lyu 

C 1 

Dl 

Akron  OH 

Denison  U,  BA '67 

Case  Western,  MBA  '69 

00 

0 
L 

Natl  Commerce  Bncp/Thomas  M  Garrott 

1  on 

lyu 

CO 

by 

Memphis  TN 

Vanderbilt  U,  BS  '59 

U  of  Penn-Wharton,  MBA  '62 

1  h 

14 

4 

nail  oemiconuucior/Drian  l  tiBiia 

l/o 

CO 
DU 

Springfield  IL 

U  of  Nebraska  Omaha,  BSEE  '69 

1 
1 

1 
1 

National  Steel/Osamu  Sawaragi 

ono 
lMl 

bo 

Japan 

Tokyo  U,  LLD  '52 

/ 

1 
1 

NationsBank/Hugh  L  McColl  Jr 

190 

61 

Bennettsville  SC 

U  of  North  Carolina,  BS  '57 

38 

14 

navisidi  inii/jurui  n  norric 

loU 

CO 

by 

Lansing  IL 

Purdue  U,  BSME  '60 

Bradley  U,  MSME  '64 

0 1 
31 

L 

MPD/I  ore  Mkfhorn 

MUn/Lars  i^yDcrg 

170 

l/o 

4b 

Sweden 

U  of  Stockholm 

MBA  '74 

2 

2 

new  tngiana  tieciric/jonn  w  Kowe 

100 

llii 

CO 

bz 

Dodgeville  Wl 

Uof  Wis  Madison,  BS '67 

JD'70 

8 

8 

new  TorK  oiaie  t&u/vvesiey  w  von  ocnacK 

1  00 

lo^ 

C  0 

bj 

Wantagh  NY 

Fordham  U,  AB  '65 

Pace  U  NY,  PhD  '90 

1 

1 

New  York  Times/Arthur  Ochs  Sulzberger 

186 

New  York  NY 

Columbia,  BA  '51 

46 

24 

rlcWcll  UU/VVIMIdlH  r  oOvtJy 

1  on 
lou 

CO 

bj 

Helen  GA 

Georgia  Tech,  BS  '55 

11 

r 

5 

newmuni  iviiciing/rxonaiQ  L  uamure 

0/10 

CO 

bo 

New  Orleans  LA 

Louisiana  State  U,  BS  '60 

4 

4 

ncxici  uommun/Udniei  r  AKerson 

1  70 

l/o 

4o 

Oakland  CA 

US  Naval  Acad,  BSE '70 

London  Sch  Economics,  MSc  '78 

1 

1 

nuu/Lnaiies  l  waison 

lo4 

47 

Great  Lakes  IL 

Oklahoma  State  U,  BS  '72 

12 

12 

Nino^rn  Mnhitwk  Pu/rAA/illiam  P  n^v/re 
lilagai  O  mullavvn  rvVI/VVIlMalH  L  L/dVIo 

18'; 

loZ 

cc 
DD 

Schenevus  NY 

US  Naval  Acad,  BS  '64 

George  Washington  U,  MSA  '70 

/ 

yl 
4 

Nicor/Thomas  L  Fisher 

184 

52 

Aurora  IL 

Purdue  U,  BS  '66 

U  of  Chicago,  MBA  '83 

30 

2  ; 

NIKE/PhilipH  Knight' 

180 

59 

Portland  OR 

U  of  Oregon,  BA  '59 

Stanford  U,  MBA  '62 

33 

33 

Nipsco  industries/Gary  L  Neale 

182 

57 

Lead  SD 

Uof  Washington,  BA '62 

MBA  '65 

8 

4  ■ 

NorAm  Energy/T  Milton  Honea 

184 

64 

Fulton  AR 

U  of  Cal  Berkeley,  BS  '55 

Harvard,  MBA  '58 

13 

4 

Nordstrom/Raymond  A  Johnson 

204 

44 

Tacoma  WA 

21 

2  - 

'Company  founder.  'Mm  CEO:  ies'. 
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AMERICAN  STOCK  EXCHANGE  COMPOSITE  TRANSACTIONS 


"VISIBILITY  OPENS  NEW  FRONTIERS." 

"The  Caspian  Sea.  The  most  sought-after  oil  region  in  the  emerging  markets,  and  Ramco's  pioneering  role  helped  make  it 
happen,"  says  Steve  Remp,  Chairman  of  Ramco.  "We  look  for  big  opportunities  and  strong  partners.  1  see  that  same  drive 
in  the  American  Stock  Exchange.  The  Amex  provides  us  with  the  best  opportunity  to  tell  our  great  story  to  U.S. 

investors.  They  are  the  right  partner  for  success  in  the  American  market."  Stephen  Remp  is  big  on  the  Amex. 


AMERICAN  STOCK  EXCHANGE.  To  learn  iilnnit  the  advaiitiigcs  the  AMtx  can  bring  to  your  company, 
contact  Chairman  Dick  Syron.  Phone  212-306-5353.  E-mail  rfyron@amex .com .  \Ncb  site  ht •  p:/ /www.amex .com . 


Company/chief  executive  CEO  Age  Birthplace   Education   Tenure  (years) 

compensation                           undergraduate  graduate  with  as 

page  firm  CEO 

Norfollf  Southern/David  R  Goode  :  204  ;  56  :  Vinton  VA  \  Dul(e  U,  AB  "62  Harvard,  JO  '65  :  32  5 

North  Forit  Bancorp/John  Adam  Kanas  \  190  :  50  ;  East  Moriches  I^Y  \  LIU,  BA  '68  \  26  20 

Northeast  Utihties/Bernard  M  Fox  \  182  ;  54  i  New/  York  NY  i  Manhattan  C,  BSEE  '63  Rensselaer,  MSEE  '64  :  33  4 

No  States  Power/James  J  Howard  i  182  \  61  j  Pittsburgh  PA  i  U  of  Pittsburgh,  BBA '57  MIT,  MS '70  j  10  10 

Northern  Trust/William  A  Osborn  |  190  !  49  j  Argos  IN  j  Northwestern  U,  BA  '69  MBA  '73  :  27  2 

Northrop  Grumman/Kent  Kresa  \  173  :  59  I  New  York  NY  i  MIT,  BS '59  MS '61  \  22  7 

Northwest  Airiines/John  H  Dasburg  \  204  1  54  i  New  York  NY  :  U  of  Florida,  BS '66  JD '73  j    8  7 

Norwest/Richard  M  Kovacevich  :  190  ;  53  !  EnumclawWA  j  Stanford  U,  BS '65  MS '66  :  11  4 

Novell/Eric  Schmidt  ;  178  ;  42  ;  Washington  DC  I  Princeton,  BS '76  U  of  Cal  Berkeley,  PhD '82  \ 

Nucor/John  D  Correnti  j  202  i  50  |  Rochester  NY  i  Clarkson  U,  BCE '69  ;  17  1 

Nynex/lvan  G  Seidenberg  I  178  j  50  \  New  York  NY  \  CUNY  City,  BS  '72  Pace  U  NY,  MBA  '80  \  28  2 

Occidental  Petroleum/Ray  R  Irani  \  184  i  62  ;  Lebanon  I  American  U  Beirut,  BS '53  USC,  PhD '57  \  14  6 

Office  Depot/David  I  Fuente  \  204  \  51  \  Chicago  IL  \  Purdue  U,  BS  '67  MS  '69  !    9  9 

OfficeMax/Michael  Feuer'  !  204  i  52  ;  19  9 

Ogden/R  Richard  Ablon  i  173  i  47  i  New  York  NY  ;  Boston  U,  BA '71  \  26  7 

OGE  Energy/Steven  E  Moore  !  182  1  51  1  Sayre  OK  ;  U  of  Oklahoma,  BBA '68  JD '71  \  23  1 

Ohio  Casualty/Lauren  N  Patch  |  198  :  46  i  Lexington  KY  i  U  of  Kentucky,  BS  '73  i  25  3 

Ohio  Edison/Willard  R  Holland  i  182  \  61  i  Springfield  TN  i  Rose-Hulman  Tech,  BS '65  MS '66  \    6  4 

Old  Kent  Financial/David  J  Wagner  ;  190  !  43  ;  Cincmnati  OH  Mndiana  U,  BA '75  MBA '76  j  20  2 

Old  National  Bncp/John  N  Royse  \  190  :  63  i  Terre  Haute  IN  :  Amherst  C,  BA  '56  \  12  2 

Old  Republic  Intl/A  C  Zucaro  \  198  :  58  ;  France  i  CUNY  Queens,  BS '62  1  21  7 

Olin/DonaldW  Griffin  i  174  \  60  i  Evansville  IN  ;  U  of  Evansville,  BSBA '61  |  36  1 

Olsten/Frank  N  Liguori  \  173  i  50  ;  New  York  NY  :  St  Francis  C  NY,  BBA  '69  \  26  7 

Omnicom  Group/John  D  Wren  i  186  \  44  :  Brooklyn  NY  :  Adelphi  U,  BA '75  MBA '75  \  11 

OnBancorp/Robert  J  Bennett  \  190  j  55  :  Fitchburg  MA  !  Babson  C,  BS  '63  U  of  Massachusetts,  MBA  '66  \  10  8 

One  Valley  Bancorp/J  Holmes  Morrison  :  190  j  56  i  New  York  NY  \  Washington  &  Lee  U,  AB  '63  JD  '66  ;  30  6 

Oracle/Lawrence  J  Ellison'  \  178  i  52  i  New  York  NY  ;  20  20 

Oryx  Energy/Robert  L  Keiser  i  184  i  54  ;  Mount  Olive  IL  j  U  of  Missouri,  BS '65  ;  32  2 

Owens  &Minor/G  Gilmer  Minor  III  \  196  \  56  ;  Richmond  VA  ;VMI,  BA'63  U  of  Virginia,  MBA '66  \  34  13 

Owens  Corning/Glen  H  Hiner  !  178  \  62  :  Morgantown  WV  ]  West  Virginia  U,  BSEE  '57  15  5 

Owens-Illinois/Joseph  H  Lemieux  [  194  ;  66  :  Providence  Rl  ;  Bryant  C,  BS  '57  i  40  7 

Oxford  Health  Plans/Stephen  F  Wiggins'  \  196  ;  40  !  Austin  MN  !  Macalester  C,  BA '78  Harvard,  MBA '84  ;  13  13 

Paccar/Mark  C  Pigott  \  180  \  43  \  San  Francisco  CA  \  Stanford  U,  BS  '76  MS  '84  \  20 

Pacific  Enterprises/Willis  B  Wood  Jr  \  184  \  62  ;  Kansas  City  MO  ;  U  of  Tulsa,  BS '57  !  36  5 

PacifiCare  Health/Alan  R  Hoops  ;  196  :  49  i  Long  Beach  CA  i  UCLA,  BS  '69  U  of  Washington,  MHA  '73  \  20  4 

PacifiCorp/Fredenck  W  Buckman  \  182  !  51  ;  Kalamazoo  Ml  ;  U  of  Michigan,  BS '66  MIT,  PhD '70  \    3  3 

PaineWebber  Group/Donald  B  Marron  :  190  i  62  !  Goshen  NY  i  1  38  17 

Pall/Eric  Krasnoff  j  196  \  44  \  Chicago  IL  :  Columbia  \  22  3 

PanAmSat/Frederick  A  Landman  i  178  i  49  i  Richmond  VA  i  U  of  Oklahoma,  BA '70  \  13  3 

PanEnergy/Paul  M  Anderson  i  184  i  52  i  Richland  WA  I  U  of  Washington,  BSME '67  Stanford  U,  MBA '69  i    6  2 

Parametric  Tech/Steven  C  Walske  \  178  \  44  i  Los  Alamos  NM  :  Princeton,  BA '74  Harvard,  MBA '78  !  10  10 

Parker  Hannifin/Duane  E  Collins  :  174  i  61  iHolcombeWI  :  U  of  Wis  Madison,  BSME '61  j  36  4 

Paychex/B  Thomas  Golisano'  i  173  I  55  i  Irondequoit  NY  i  :  26  26 

Payless  Cashways/David  Stanley  j  204  \  61  !  Kansas  City  MO  i  Columbia,  LLB '57  ^  !  17  15 

PECO  Energy/Corbin  A  McNeill  Jr  ;  182  j  57  \  Santa  Fe  NM  j  US  Naval  Acad,  BS '62  '  :  9  2 

Penn  Traffic/Phillip  E  Hawkins  i  192  j  45  j  ;  USC,  BS  '76 

PennCorp  Financial/David  J  Stone  i  198  \  54  !  England  i  Cambridge,  BA '64  NYU,  PhD '66  j    8  2 

JC  Penney/James  EOesterreicher  j  204  i  55  :  Saginaw  Ml  i  Michigan  State  U,  BS '64  I  33  2 

Pennzoil/JamesLPate  \  184  ;  61  ;  Mt  Sterling  IL  !  Monmouth  C,  AB '63  Indiana  U,  MBA '64  \  21  7 

People's  Bank/David  E  A  Carson  ;  190  ;  62  \  England  \  U  of  Michigan,  BBA  '55  \  14  12 


'Company  founder,  ^ew  Cl  I  -  service. 
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Our  Upgrade  Program 
Sends  A  Very  Clear  Message 
To  Business  Travelers. 


For  the  price  of  lull  coach,  you  can  book  first  class. 

At  TWA,  we  know  tlie  best  way  to  mal<e  business  travelers  feel  welcome  is  to  make  them 
welcome  in  first  class.  That's  why  we  let  you  book  a  first-class  seat  for  the  price  of  full  coach  on 
most  flights  through  St.  Louis  within  the  continental  United  States,  Honolulu,  Toronto  and  on 
most  nonstop  flights  to  New  York's  JFK.  So  remember,  book  first  class,  but  only  pay  full  coach. 
That's  a  savings  anyone  would  welcome.  Because  nobody  does  more  to  get  you  into  first  class. 

TWA 

TRANS  WORLD  Al  RLI  N  ES 

WE  RE  UP  To  SOMETHING  Good: 

Call  your  travel  a^ent  or  TWA  at  I-800-Z2I-2000.  Visit  us  online  at  http://www.twa.com 


V-UP  is  only  available  within  North  America  and  the  Caribhcari,  and  in.iy  mx  he  available  in  all  markets,  intliKlin^  irips  ()rij;m.ue(J  or  tDmpleied  in  Si.  I.oiiiv.  Scats  arc  limited.  Hot  more  informaiion  contact  TWA. 
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Comoanv/chief  executive 

CEO 

Age 

Birthplace 

 Education  

graduate 

Tenure  (years) 

comoensation 

undergraduate 

with 

as 

page 

firm 

CEO 

:  Peoples  Heritage  FinlA'yiliiaiii  J  Ryaii 

lyu 

Npuu  Ynrli  NY 

tlCW   1  Ul  ft  III 

Franri<;  C  NY  RRA  'fiS 

Riitpprs-Stnnlpr  MRA  '75 

8 

8 

rcUpiCoUIUUdVIU  M  UUIIICIU 

178 

56 

PIpi/planH  nW 
oicvcidiiu  un 

Prirnpll  R9FF  'fi9 

OUIMCII,  DOLL  \JL 

MRA  '64 

10 

10 

;  PepsiCo/Roger  A  Enrico 

194 

52 

Phichnlrrr  MM 

Linisnoirri  iviim 

DdUoUn  0,  Dn  OJ 

26 

1 

;  Perkin-Elmer/Tony  L  White 

196 

50 

Cuba 

Western  Carolina  U,  BA  '69 

0 

L 

9 
c 

i  Pfizer/William  C  Steere  Jr 

196 

60 

Ann  Arbor  Ml 

Stanford  U,  BA  '59 

38 

5 

\  PG&E/Stanley  TSItinner 

182 

59 

Fort  Smith  AR 

San  Diego  State  U,  BA  '60 

U  of  Cal  Berkeley,  JD  '64 

00 

0 
0 

:  Pharmacia  &  Upjohn/Jan  El(berg^ 

1  oc 
130 

DU 

Sweden 

11 

_2 

Phoinc  RnriiTp/nni  1  ol ^ <:  C  Ypsripu 
riicipo  uuugc/ uuugiao  \j  icdiicy 

202 

61 

Hal/  PorL  11 

uaK  rdrK  iL 

Pnrnpll  R<;  '"ifi 
UUlllcll,  Do  jO 

37 

8 

;  PHH/Robert  D  Kunisch 

173 

55 

HorwaiK  Kj\ 

MYII  RRi 

ll  T  U,  Dun  00 

31 

9 

i  Phihp  Morris  Cos/Geoffrey  C  Bible 

194 

59 

Australia 

Inst  of  Chartered  Acc,  BA 

9 1 
c  1 

q 

0 

i  Phillips  Petroleum/W  Wayne  Allen 

184 

60 

Fort  Smith  AR 

Oklahoma  State  U,  BSME  '59 

MSIE  '69 

^3D 

q 

0 

i  Pinnacle  West/Richard  Snell 

182 

66 

Phoenix  AZ 

Stanford  U,  BA  '52 

JD'54 

7 

7 

I—  - 

;  Pioneer  Hi-Bred  Intl/Charles  S  Johnson 

i;q 

Pal  mnn  H  1 A 

Deimona  im 

lUWa  oiaic,  t5M  DD 

32 

2 

Pitnpv  Rnwp^/Mirh;ipl  1  r.ritplli 

173 

48 

MpiitfOrL  MY 

I'lewarK  int 

II  nf  \A/lc  Marlicnn    RA  '70 
U  01  VVIb  IVIdOloUll,  DM  /U 

UarifarH    in  'lA 

narvdru ,  ju  /4 

18 

1 

1  PMI  Group/W  Roger  Haughton 

198 

49 

San  Francisco  CA 

II  ni  Polif  Q^nlQ  R-arh    Rfl  'CQ 

u  OT  udiiT  oania  tjarD,  on  dj 

28 

4 

i  PNC  Bank/Thomas  H  O'Brien 

190 

60 

Pittsburgh  PA 

U  of  Notre  Dame,  BS  '58 

Harvard,  MBA  '62 

03 

1  9 

i  Potomac  Electric/Edward  F  Mitchell 

182 

65 

Harrisonburg  VA 

Uof  Virginia,  BSEE '56 

George  Washington  U,  MEA  '60 

A 1 
41 

0 

0 

1  PP&L  Resources/William  F  Hecht 

182 

54 

New  York  NY 

Lehigh  U,  BS  '64 

MS  '70 

00 

4 

.   ' 

:  PPG  Industries/Jerry  E  Deinpsey 

MA 
1/4 

04 

Landrum  SC 

Liemson  u,  boivit  34 

Ponrnio  Cfitn  II    A/IDA  'CQ 

ueorgia  oiaie  u,  ivida  do 

4 

4 

:  Praxair/H  William  Lichtenberger 

174 

61 

Yugoslavia 

1 1       Inuia    RA  '^7 

U  01  lOWa,  DM  3/ 

QIIMV  Diiffoln   ^/IRfl  'AO 
oUmT  DUTiaiO,  IVIdA  vl 

38 

5 

;  Premark  Intl/James  M  Ringler 

174 

51 

Qiiffoln  MY 

DUTiaiO  INT 

QIIMV  Rii+tQin   RQ  'C7 
oUNl  BUTTaiO,  DO  0/ 

MR  A  'CQ 
moh  Do 

7 

1 

;  Procter  &  Gamble/John  E  Pepper 

180 

58 

Pottsville  PA 

Yale,  BA  '60 

QA 
04 

0 
L 

I  Progressive/Peter  B  Lewis' 

198 

63 

Cleveland  OH 

Princeton,  AB  '55 

AO 
4Z 

19 

i  ProSource/Thomas  C  Highland 

192 

55 

Evansville  IN 

Indiana  U,  BS  '63 

n 

y 

c 
3 

1  

•  Protective  Life/Drayton  Nabers  Jr 

1  00 

OD 

Birmingham  AL 

Dr'infsninn     AD  'CO 

ninceton,  Ad  d;: 

Yale,  lld  bo 

18 

5 

;  Provident  Bncp/Allen  L  Davis 

190 

55 

uayion  un 

u  OT  oincinnaii,  dda  b4 

13 

11 

:  Provident  Cos/J  Harold  Chandler 

198 

48 

tseiion  oO 

\Mr,ifr,rA  r    P  A  '7  1 

WOTTOru  I.,  DA  /I 

II  c\i  C  Pirnlin'i    KARA  '70 

u  OT  0  oaroiina,  ivida  /c 

4 

4 

;  Providian/lrving  W  Bailey  II 

198 

55 

Cambridge  MA 

U  of  Colorado,  BA  '63 

NYU,  MBA  '68 

Id 

Q 

y 

;  Public  Service  Colo/Wayne  H  Brunetti 

182 

54 

Cleveland  OH 

U  of  Florida,  BSBA  '64 

J 

1 

;  Pub  Svc  Enterprise/E  James  Ferland 

182 

55 

Boston  MA 

U  of  Maine,  BS  '64 

U  of  New  Haven,  MBA  76 

1 1 
1 1 

1 1 

;  -              ,  :  ■ 

■  Puget  Sound  Energy/Richard  R  Sonstelie 

1  DO 

lo^ 

CO 

Canada 

lie  H/lilitini  fl^orl    DC  'CC 

Uo  iviiiitary  Acao,  DO  do 

riarvaru,  ividA  /4 

23 

5 

I  Pulte/Robert  K  Burgess 

178 

53 

Canada 

Michigan  Mate  u,  bb 

14 

4 

i  Quaker  Oats/William  D  Smithburg 

194 

58 

Chicago  IL 

Ueraul  U,  DCi  bU 

Northwestern  u,  MBA  bl 

31 

16 

;  Qualcomm/lrwin  M  Jacobs' 

178 

63 

Npw  Rprifnrri  MA 

Cnrnpll  BFF  '5fi 

MIT  SrD  '59 

(VII  1 ,        U    ■J  J 

1  0 

1  9 

.;  Quantum/Michael  A  Brown 

178 

38 

Houston  TX 

Harvard,  BA  '80 

Stanford  U,  MBA  '84 

lo 

0 

L 

i  Quick  &  ReiHy  Group/Leslie  C  Quick  Jr' 

190 

71 

Brooklyn  NY 

Widener  U,  BSBA  '50 

0  0 

00 

Li 

Dalctnn  Purina AA/illi^rn  P  Qtirit? 
ndlSlUII  rUlllld/VVIIIIdrn  r  olnllZ 

iy4 

CO 

Jasper  AR 

iMortnwestern  U,  do  by 

C4.  1         1 1  njiA  'CO 

St  Louis  U,  MA  bo 

33 

16 

;  Raychem/Richard  A  Kashnow 

178 

55 

Worcester  MA 

Worcester  Polytech,  BS  63 

Ti.*+^  II    DUr»  'CO 

Tutts  U,  PhD  68 

2 

2 

i  Raytheon/Dennis  J  Picard 

173 

64 

Providence  Rl 

Northeastern  U,  BStt  62 

42 

6 

:  RCSB  Financial/Leonard  S  Simon 

190 

60 

Passair  N 1 

MIT  RS  '58 

ITI 1  1 ,  U  O 

rnliimhia  PhD  'fi'^ 

OUIUIIIUlO,  1  IILy  UO 

28 

13 

!  Reader's  Digest  Assn/James  P  Schadt 

186 

58 

Saginaw  Ml 

Northwestern  U,  BA  '60 

6 

3 

i  Reebok  International/Paul  B  Fireman' 

180 

53 

Cambridge  MA 

18 

1  0 

18 

ncgiuiid  niidiiLidi/j  oidiiiey  ividCKin 

lyu 

fa't 

Birmingham  AL 

A..k..^«  II    DC  'C  A 

Auburn  U,  BS  54 

31 

7  ; 

:  Reliance  Group/Saul  P  Steinberg' 

198 

57 

New  York  NY 

U  of  Pennsylvania,  BS  '61 

36 

36  . 

i  ReliaStar  Financial/John  G  Turner 

198 

57 

opringtield  MA 

Amherst  C,  BA  61 

30 

6  ; 

:  Republic  Industries/H  Wayne  Huizenga'' 

173 

59 

Evergreen  Park  IL 

2 

2 

;  Republic  New  York/Walter  H  Weiner 

190 

66 

Brooklyn  NY 

U  of  Michigan,  BA  '52 

JD'53 

17 

17  \ 

:  Revco  DS/D  Dwayne  Hoven 

5S 

Jackson  AL 

Auburn  U,  BS  '64 

10 

4  : 

'Company  lounder  ^New  CEO;  less  than  su       ^        '  'Acting  CEO  ■'Office  jointly  held  with  Steven  R  Berrard. 
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Illi 


d  tills  qou  at  a  speed  of  760  mph. 

jQlit  tills  p  at  a  speed  of  G71.000.000  mph. 

iba  DVD  mahes  it  acruallii  feel  lihe  W. 


Si 


Your-  pulse  races.  Yaur  gut  quivers.  That  little  vein  in  your 
forehead  is  throbbing.  Senses — meet  Toshiba  DVD. 

PLEASE,  IMO  TALKING  DURING  THE  SHOW 

At  Toshiba,  we've  developed  the  technology  that  fits  up  to 
133  minutes  of  heart-pounding  video  and  audio,  ^^^^ 
normally  reserved  for  the  finest  cineplexes,  ^l^l^k 
for  use  at  home  on  a  disc  the  size  of  a  CD.  ^^^f^k. 
Picture  quality  that's  three  times  better  than  ^  i^Hl 

VIHS  and  audio  recorded  in  full  Dolby  Digital  ^M^^V 
Surround  Sound*  on  six  discrete  channels,  ^^^^^^r  . 
And,  our  models  can  even  play  your  favorite-  ^  ■  ^^^^  ^ 

compact  discs.  ■,  5"  (same  as  CD) 

NO  WAITING,  NO  FADING,  NO  RENOVATING 

Because  the  discs  are  read  by  laser,  there  is  never  any  need  to 
rewind  a  DVD.  And,  there's  no  chance  of  your  favorite  DVD 
deteriorating  with  every  play  like  a  VHS  tape.  Finally,  you  won't 
have  to  build  an  addition  to  your  home  to  hold  your  DVDs.  The 
packages  are  as  streamlined  and  efficient  as  the 
discs  themselves. 

TALL,  SHORT,  OR  FRENCH— 
WE'RE  READY  FOR  ANYTHING 

IVtany  DVD  movies  will  come  with  some  of  the  most 
incredible  options  only  Hollywood  and  Toshiba  could  dream  of, 
including  the  abitity  to  change  the  format  of  the  movie  to  fit 
any  television  you  play  it  through,  from  regular  size  to 
widescreen;  language  tracks  of  up  to  eight  different 
languages  ranging  from  English  to  French;  subtitles  in  up  to 
32  different  languages;  the  ability  to  view  the  same  scene  of 
a  movie  from  any  of  up  to  nine  remote-controlled  angles;  or 
multiple  endings  to  the  same  movie.  If  the  feature  is  on  the 
disc,  Toshiba  DVD  players  are  ready  for  it. 

YEAH,  SO? 

We  believe  your  senses  wilt  thank  you  for  this  complete  and 
total  assault.  As  soon  as  they're  out  of  traction. 


Tosliltia  DVD 


■  a'jii^'jiT:ii'«:niMin'7;irBiiLTiMa'iinin-.nBii-Jin 


ComDanv/chief  execi;!"vi- 

CEO 

Age 

Birthplace 

CuUUdUUII  - 

• 

  Tenure  (years) 

compensation 

undergraduate 

graduate 

with 

as 

page 

firm 

CEO 

ncynOiQd  lYIcldld/JciclNldtl  J  ollcciiaii 

202 

58 

New  York  NY 

CUNY  Hunter,  BA 

9 

1 

I  Rhone-Poulenc  Rorer/Michel  de  Rosen 

196 

46 

France 

Ecole  Hautes  Etudes,  BA  '72 

Ecole  Nationale  d'Adm,  MBA  '76 

4 

2  : 

i  Richfood  Holdings/John  E  Stokely 

192 

44 

KnoxvilleJN 

U  of  Tenn  Knoxville,  BS  74 

7 

_2  ■ 

\  Riggs  National/Joe  LAIIbrltton 

190 

72 

Dlo  MS 

Baylor  U,  LLB  '49 

16 

16  • 

;  Rite  Aid/Martin  L  Grass 

204 

43 

Harrisburg  PA 

U  of  Pennsylvania,  BA  '76 

Cornell,  MBA  '78 

19 

2 

:  RJR  Nabisco/Steven  F  Goldstone 

194 

51 

New  York  NY 

U  of  Pennsylvania,  BA  '67 

NYU,  JD  '70 

2 

1 

nubivvvcii  lull/ uuiiaiu  i\  ucaii 

174 

58 

Beaumont  CA 

San  Jose  State  U,  BS  '60 

U  of  Pittsburgh,  MBA  61 

29 

9 

;  Rohm  and  Haas/J  Lawrence  Wilson 

174 

61 

Rosedale  MS 

Vanderbilt  U,  BE  '58 

Harvard,  MBA  '63 

32 

9 

j  Roosevelt  FInl  Group/Stanley  J  Bradshaw 

190 

39 

Terre  Haute  IN 

Indiana  State  U,  BS  '79 

DUiier  u,  iviDH  04 

1 1 

c 
□ 

i  Rouse/Anthony  W  Deering 

190 

52 

Chevy  Chase  MD 

Drexel  U,  BS  '69 

U  of  Penn-Wharton,  MBA  '71 

25 

2 

j  Rubbermaid/Wolfgang  R  Schmitt 

180 

53 

Germany 

Otterbein  C,  BA  '66 

31 

5 

:  Ryder  System/M  Anthony  Burns 

204 

54 

Las  Vegas  NV 

Brigham  Young  U,  BS  '64 

U  of  Cal  Berkeley,  MBA  '65 

23 

14 

Rvknff-^pvtnn/Mprk  V^n  Stpkplpnhiirp 

ny  nU  1 1    OC  A  lUII/ IVIO  1  F\  VOII  U  ICItCICI  <  UU  i  g 

192 

46 

Netherlands 

Erasmus  University  Ro,  BA  '71 

MBA  '73 

6 

4 

;  Safeco/Roger  H  Eigsti 

198 

55 

Vancouver  WA 

Lintield  C,  BS  '64 

25 

5 

:  Safeway/Steven  A  Burd 

192 

47 

Valley  City  ND 

Carroll  C,  BS  '71 

u  OT  WIS  iviiiwauKee,  ivifl  n 

c 
D 

4 

!  St  Joe/Peter  SRummell 

204 

51 

Deansboro  NY 

Uof  North  Carolina,  BA '67 

U  of  Penn-Wharton,  MBA  '71 

_2 

_2 

;  St  Jude  Medical/Ronald  A  Matricaria 

196 

54 

Derby  CT 

Mass  C  of  Pharmacy,  BS  '66 

4 

4 

:  St  Paul  Bancorp/Joseph  C  Scully' 

190 

56 

Detroit  Ml 

Loyola  U  (IL),  BS  '62 

MBA  '72 

34 

15 

•      Paul  Cn^/Dniiplfls  W  1  pafhprrialp 

198 

60 

Canada 

Uof  Manitoba,  BA '57 

25 

7 

:  Sallle  Mae/Lawrence  A  Hough 

190 

53 

Janesville  Wl 

Stanford  U,  BS  '66 

MIT,  MS  '72 

24 

7 

;  Salomon/Robert  E  Denham 

190 

51 

Dallas  TX 

U  of  Texas  Austin,  BA  '66 

Harvaru,  JU  / 1 

b 

c 
3 

;  Sara  Lee/John  H  Bryan 

194 

60 

West  Point  MS 

Rhodes  C,  BA  '58 

38 

22 

;  SBC  Communications/Edward  E  Whitacre  Jr 

178 

55 

Ennis  TX 

Texas  Tech  U,  BSIE  '64 

34 

7 

:  Scana/William  B  Timmerman 

182 

50 

Columbia  SC 

Duke  U,  BA  '68 

19 

_2 

:  Schering-Plough/Richard  J  Kogan 

196 

55 

New  York  NY 

CUNY  City,  BA  '63 

NYU,  MBA  '68 

15 

1 

i  Schuller/Charles  L  Henry 

178 

56 

Chattanooga  TN 

U  of  Tenn  Knoxville,  BS  '63 

1 

1 

;  Charles  Schwab/Charles  R  Schwab' 

190 

59 

Sacramento  CA 

Stanford  U,  BA  '59 

MBA  61 

23 

1  n 

19 

i  SCI  Systems/Olin  B  King' 

178 

63 

Sandersville  GA 

North  Georgia  C,  BS  '53 

36 

36 

i  EW  Scripps/William  R  Burleigh 

186 

61 

Evansville  IN 

Marquette  U,  BA  '57 

46 

1 

i  Seagate  Technology/Alan  F  Shugart' 

178 

66 

Los  Angeles  CA 

U  of  Redlands,  BS  '53 

18 

18 

i  Sears  Roebuck/Arthur  C  Martinez 

204 

57 

New  York  NY 

Polytechnic  Institute,  BSME  '60 

Harvard,  MBA  '65 

5 

2 

i  Security  Capital/William  G  Schuett  Sr 

190 

75 

Dubuque  lA 

32 

32 

i  Service  Corp  Intl/Robert  L  Waltrip' 

180 

66 

Austin  TX 

U  of  Houston,  BBA  '54 

35 

35 

i  Service  Merchandise/Raymond  Zimmerman' 

204 

64 

Memphis  TN 

37 

24 

:  ShavK  Industries/Robert  E  Shaw' 

180 

65 

Cartersville  GA 

37 

35 

I  Sherwin-Williams/John  G  Breen 

174 

62 

Cleveland  OH 

John  Carroll  U,  BS  '56 

ra<;p  Wp<;tprn  MRA  'fil 

18 

18 

j  Sigma-Aldrich/Carl  T  Cori 

174 

60 

St  Louis  MO 

U  of  Wis  Madison,  BS  '59 

Washington  U,  PhD  '69 

27 

14  : 

;  Signet  Banking/Malcolm  S  McDonald 

190 

58 

Wadena  MN 

U  of  Minnesota,  BBA  '60 

27 

1 

:  Silicon  Graphics/Edward  R  McCracken 

178 

53 

Fairfield  lA 

Iowa  State,  BSEE  '66 

Stanford  U,  MBA  68 

13 

13 

I  Smithfield  Foods/Joseph  W  Luter  III 

194 

57 

Smithfield  VA 

Wake  Forest  U,  BBA  '62 

LL 

22 

i  Smith's  Food  &  Drug/Ronald  W  Burkle 

192 

44 

1 

\  \ 

;  Solectron/Koichi  Nishimura 

178 

58 

Pasadena  CA 

San  Jose  State  U,  BSEE 

<\tanfnrri  II  PhD 
oidiiiuiu  u,  riiu 

9 

5  : 

:  Sonat/Ronald  L  Kuehn  Jr 

184 

62 

Queens  NY 

Fordham  U,  BA '57 

LLB  '64 

27 

13  \ 

j  Sonoco  Products/Charles  W  Coker 

194 

54 

Hartsville  SC 

Princeton,  BA  '55 

Harvard,  MBA  '57 

39 

27  i 

\  Southern  Co/Alfred  W  Dahlberg 

182 

56 

Atlanta  GA 

Georgia  State  U,  BBA  '70 

37 

2  ; 

;  Southern  National/John  A  Allison  IV 

190 

48 

Charlotte  NC 

Uof  North  Carolina,  BBA '71 

Duke  U,  MBA '74 

26 

8  i 

j  So  New  Eng  Telecom/Daniel  J  Miglio 

178 

56 

Philadelphia  PA 

U  of  Penn-Wharton.  BS  '62 

35 

4  ; 

i  Southland/Clark  J  Matthews  II 

192 

60 

Arkansas  City  KS 

SMU,  BA'59 

JD  '61 

32 

6  ''\ 

•Company  founder,  ^ew  CEO: 
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UNLIMITFO  PARTNFRSHIP 


BOB  BOSSARDET  FROM  ARAMARK  with  KEN  RUSSO  FROM  GALA  FOODS. 


"ARAMARK  SHRANK 

OUR  COSTS  BY  ALMOST  50%.  AND  THEY  DID  IT  BY  DESIGNING  A  UNIQUE  SYSTEM  FOR  ORDERING 

ALL  OUR  UNIFORMS. 


"We  were  a  rapidly  growing  company.  Well,  make  that  a  rapidly  growing  company  with  a  rapidly  growing  problem.  We  have  over 
1,100  employees.  They  all  work  in  stores  of  different  sizes.  And  we  had  no  real  system  for  ordering  and  maintaining  uniforms.  Talk 
about  rapid  growth -you  should've  seen  our  costs.  We  got  with  Bob  Bossardet  and  his  group  at  ARAMARK.  In  the  end,  you  might  say 
that  ARAMARK  helped  us  help  ourselves.  Which  helped  us  bring  costs  down  50%."  Ken  Russo,  Cala  Foods.  Unlimited  Partnerships. 
They  defy  description.  They  are  always  different.  And  results  must  always  exceed  expectation.  In  the  case  of  Cala  Foods,  it  meant 
recognizing  that  department  or  store  managers  had  to  be  on  the  same  page  when  it  came  to  uniforms.  It  meant  utilizing  our 
Management  Information  System,  our  proprietary  tool  for  ordering,  monitoring  and  damage  control.  Ultimately,  it  meant  giving 
them  what  they  needed  to  continue  to  grow.  And  Ken  certainly  sees  the  value:  "The  money  we  now  save  on  uniforms  goes  directly  into 
growing  our  business.  Revenues  are  up  26%.  Now  that's  the  kind  of  rapid  growth  anyone  would  love."  J^f^/l!^J^\^^J^^ 

TO  LEARN  MORE  ABOUT  L'N'LIMITED  PARTNERSHIP  (.All  1 -SOfl-ARAM  ARK  OR  VISIT  US  AT  hltp;//www. aramark.com  Managed  Services,  Managed  Better. 


I  runtnrui.  rturi.i. 


Company/chief  executive 

CEO 

Age 

Birthplace 

 Education  

Tenure  (years) 

compensaticn 

itnripror^riiidtp 

UIIUCI  OUUfllC 

with 

as 

page 

firm 

CEO 

\  SoutnTrust/vvallace  U  f.'idt'jne  Jr 

Afi 

uotnan  al 

u  oi  Aianama,  Do  d/ 

II  nf  Donncwtt/QniQ   MRA  'AH 

u  UI  rciiiiiyfvdiiid,  iviDrt  ou 

38 

16 

^niithuupct  Airlinpc/Mprhprt  H  Kpllphpr' 

•  204 

66 

Camden  NJ 

wesieyan  t,  dm  do 

NYll  1  1  R  '<i(^ 
niU,  LLD  jO 

30 

16 

!  Sovereign  Bancorp/Jay  S  Sidhu 

190 

45 

India 

Will(0«  r  MRi  '7^ 
VVIIISco  \j,  IVIDM   / 0 

11 

8 

;  Spiegel/John  J  Shea 

204 

59 

Npu/arlr  N| 
liCrVa  1  r\  1  »J 

La  Salle  BS  '69 

U  of  Pittsburgh,  MS  '60 

1  7 

I  L 

;  Sprint/William  T  Esrey 

178 

57 

Philadelphia  PA 

Denison  U,  BA  '61 

Harvard,  MBA  '64 

17 

12 

i  Standard  Federal/Thomas  R  Ricketts^ 

192 

66 

Detroit  Ml 

U  of  Michigan,  BBA  '53 

JD'56 

41 

73 

LO 

j-  

:  Stanley  Works/John  M  Irani 

KrooKtyn 

Polytechnic  Institute,  BS  66 

NVII  MA  '78 

_2 

_2 

-  ^tanlp^/Thnm;i^  ^tpmhprp' 

204 

48 

Newark  NJ 

Uorw^rH     AD  '71 

narvaro.  ad  / 1 

MDA  '11 

11 

11 

;  Star  Banc/Jerry  A  Grundhofer 

192 

52 

Los  Angeles  CA 

Loyola  Marymounf  U,  BA  67 

4 

4 

State  Street  Boston/Marshall  N  Carter 

192 

57 

Npwnnrt  Npuu^  VA 

US  Militarv  Arad  BSCE  '62 

George  Washington  U,  MA  '76 

c 

0 

K 

:  Stone  Container/Roger  W  Stone 

194 

62 

Chicago  IL 

U  of  Pennsylvania,  BS  '57 

10 

;  Storage  Technology/David  E  Weiss 

178 

53 

San  Mateo  CA 

U  of  Colorado,  BA  '67 

MBA  '89 

c 

0 

1 

1 

Stryker/John  W  Brown 

1QR 

0£ 

raris  IN 

AiiKiirn  II    DC  '^1 

flUDurn  u.  Bo  □/ 

20 

20 

:  Sumitomo  Bank  Calif/Tsuneo  Onda 

192 

56 

Japan 

Tnl/wn  11     1  1  D  'CC^ 

lokyo  U,  LLb  DD 

32 

2 

;  Summit  Bancorp/T  Joseph  Semrod 

192 

60 

UKiancma  oity  ut\ 

u  01  UKianoma,  da  do 

ir\  'cj 

JU  DO 

16 

16 

i  Sun  Co/Robert  H  Campbell 

184 

59 

Pitt<;hiirph  PA 

Prinrptnn  RSCF  '5Q 

MIT  MS  '78 

III  1  1  ,  ITI  O     1  \j 

0/ 

D 

;  Sun  Microsystems/Scott  G  McNealy' 

178 

42 

Columbus  IN 

Harvard,  BA  '76 

Stanford  U,  MBA  '80 

1 J 

1 

10 

;  SunAmerica/EII  Broad' 

198 

63 

New  York  NY 

Michigan  State  U,  BA  '54 

4U 

4U 

: 

:  Sunbeam/Albert  J  Dunisp 

1  sn 

J  J 

nODOken  NJ 

lie    KDIIiinn,    hi>nA      DC  'Cft 

Do  Military  Acad,  Bb  bU 

1 

1 

:  Sundstrand/Robert  H  Jenkins 

173 

54 

Onicago  IL 

u  Or  Wis  iviadison,  BS  fafa 

2 

2 

'\  SunTrust  Banks/James  B  Williams 

192 

64 

Sewanee  TN 

Cmn*.  .    II       AD  'CC 

tmory  U,  Ad  55 

42 

7 

:  Supervalu/Michael  W  Wright 

192 

58 

Minnp^nnli^  MN 

IVI  1 1 1 1  ICO       1 1 0  IVIii 

11  nf  Minnp<;nta  RA  'fil 

U  Ul  IVIIIIIICoUlO,  xjn  Ui 

JD  '63 

1  c 

10 

:  Synovus  Finl/James  H  Blanchard 

192 

55 

Augusta  GA 

U  of  Georgia,  BBA  '63 

LLB  '65 

97 

LI 

97 

LI 

;  Sysco/Bill  M  Lindig 

192 

60 

Austin  TX 

97 
LI 

9 

L 

IdllUy/JUIIII  V  IxUdtll 

90 

btamiord  ix 

Texas  Christian  U,  BA  61 

MBA  '65 

30 

16 

;  TCP  Financial/William  A  Cooper 

192 

53 

uetroit  Ml 

Wayne  State  U,  BS  57 

12 

12 

:  Tech  Data/Steven  A  Raymund 

178 

41 

Los  Angeles  CA 

II         r\.^^^^    DC  'TO 

U  of  Oregon,  BS  /o 

fi  ^  ^                         II     HC  '(if\ 

Georgetown  U,  MS  80 

16 

11 

TECO  Energy/Timothy  L  Guzzle 

182 

50 

nttiiniw;^  lA 
ij 1 1  u  1 11  vv d  In 

U  UI  ^niullUlllo,  UO  JO 

Tpkp';  PhrKtian  II  PhPI  'fiS 

ICAaj  LflMlollall  U,  rilL'  UJ 

Q 
3 

g 
o 

1  Tele-Com-Liberty/Robert  R  Bennett 

186 

39 

Massachusetts 

Denison  U,  BA  '80 

Columbia,  MBA  '82 

_2 

:  Tele-Com-TCI/John  C  Malone^ 

186 

56 

Milford  CI 

Yale,  BS  63 

Johns  Hopkins  U,  PhD  '67 

9/1 

9/1 
i4 

-  TpIp  fi.  Rata  ^uclpmc/l  oPnu  T  rorlcnn  Ir 
ICIC  tt  Udld  dyolcllld/LcnUy  1  bdlloOn  1\ 

17S 

unicago  IL 

LlAniArfJ      DA  'CO 

Harvard,  BA  bo 

MBA  '71 

23 

11 

\  Tellabs/Michael  J  Birck' 

178 

59 

Missoula  Ml 

Purdue  U,  BSEt  60 

NYU,  MSEE  62 

22 

22 

i  Temple-lnland/Clifford  J  Grum 

194 

62 

Davenport  lA 

Austin  C,  BA  56 

I]    _X   r\  1  KiflA  'TO 

U  of  Pennsylvania,  MBA  58 

29 

13 

i  Tenet  Healthcare/Jeffrey  C  Barbakow 

196 

53 

1  nc  Anoplpc  PA 
LUo  nllgciCi  \jr\ 

0011  JUoC  OldlC  U,  DO  DO 

IKP  MRA 'fiR 
UOu,  IVlDM  00 

4 

4 

:  Tenneco/Dana  G  Mead 

194 

61 

Cresco  lA 

us  Military  Acad,  BS  '57 

MIT,  PhD  '67 

c 

b 

•J 
0 

:  Teradyne/Alexander  V  d'Arbeloff 

178 

69 

France 

MIT,  BS  '49 

il 

£0 

Tprm  Inriii^tripc/Riirtnn  M  Inuno 
iciia  iiiuudii icd/Dui lull  ivi  juytc 

174 
1/4 

DD 

Evanston  IL 

Miami  U  Ohio,  BSBA  64 

11 

6 

:  Texaco/Peter  1  Bijur 

184 

55 

New  York  NY 

U  of  Pittsburgh,  BA  '64 

Columbia,  MBA  '66 

31 

1 

:  Texas  Instruments/Thomas  J  Engibous 

178 

44 

St  Louis  MO 

Purdue  U,  BSEE  75 

MSEE  '76 

21 

1 

:  Texas  Utilities/Erie  A  Nye 

182 

59 

Fnrt  Wnrth  TK 

Te»a<:  iJlM  RCPF  '"iQ 
IcXdo  nalVI,  DOuL  Dj 

CMii  in  'fiR 

OIVIU,  JU  DO 

il 

i 

'.  Textron/James  F  Hardymon 

173 

62 

Maysville  KY 

U  of  Kentucky,  BS  '56 

MS  '58 

1 

c 
3 

Thermo  Electron/George  NUatsopoulos' 

173 

70 

Greece 

MIT,  BS  '49 

PhD  '56 

41 

A  1 

41 

innifi/Frir  A  Rpnhamnii 
wvuiii/uiiu  n  ijciliioiliuu 

17S 
1/5 

y1 1 

France 

Stanford  U,  MS  '77 

10 

7  ; 

380°  Commun/Oennis  E  Foster 

178 

56 

p.  .4  ■  /Ml 

Fostoria  OH 

Findlay  U,  BA  '67 

Michigan  State  U,  MBA  '75 

6 

1  ; 

TIG  Holdings/Jon  W  Rotenstreich 

198 

53 

Birmingham  AL 

U  of  Alabama,  BS  '64 

4 

4  ; 

Time  Warner/Gerald  M  Levin 

186 

58 

PhilQiHolnhio  PA 

rniidUcipnia  rM 

UoworfnrH  T    Dfl  'CH 

naverioro  u,  dm  du 

U  of  Pennsylvania.  LLB  '63 

25 

5  ; 

Times  Mirror/Mark  H  Willes 

186 

55 

Salt  Lake  City  UT 

Columbia,  AB  '63 

PhD  '67 

2 

2  i 

Timken/Joseph  F  Toot  Jr 

174 

61 

Canton  OH 

Princeton,  BA  '57 

Harvard,  MBA '61 

35 

5  i 

"Company  founder  ^ew  CEO;  less  than  six  months'  service,  'Deceased  Apr  22.;  successor  not  yet  designated.  'Overall  CEO  for  Tele-Communications. 
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Forbes  ■  May  19,  1997 


AKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  WITH 


The  FORBES  Stock 
Market  Course 


Ivery  investor  should  own  The  Forbes  Stock 
\larket  Course,  the  practical  handbook  that 
novides  the  goals  of  today's  smartest 
nvestors  —  and  the  strategies  they  use  to 
each  them. 


MRTIAL  LIST  OF  TOPICS 


How  to  choose  a  broker — Broker  commissions — Howto  place 
an  order  —  Sources  of  information  —  Market  patterns  (how  to 
:hart  stock  market  movement)  —  Dollar-cost  averaging  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
Howto  read  a  company's  financial  statement  —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  tlie  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  INvo 
sample  portfolios,  one  for  a  retirement  fluid  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  wiuit  to  sjiend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  selling  high  —  a  method  re(|uiring  close  attention.  It  jdso  outlines  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return,  liach  technique  is  fully  explained  in  this  time- 
lested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language.  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through  "  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  i|uestions  asked. 


Order  Form 
AND  Guarantee 


NAME 


(please  print) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  721 

I  I  Check  for  $89.50  enclosed*     i  Charge  my  credit  card 
□  Amex   [  I  MasterCard   I  i  Visa    Fl  Diners  Club 


ADDRESS 


Name: 


CITY 


STATE 


ZIP 


Number: 


Exp.  Date:  / 


'l^uycrs  m  New  Yi.rk  (  ily  ,kLI  H  1/4'X.  sak'S  tax-  otiuT  NY,  ( ;A,  ami  II,  as  by  l.iw, 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 


SIVIC720 


Company/chief  executive 


CEO     Age  Birthplace 
compensziion 
page 


undergraduate 


-Education- 


graduate 


Tenure  (years) 
with  as 
firm  CEO 


:  TJX  Cos/Bernard  Cammarata 

204 

57 

Brooklyn  NY 

21 

6  \ 

1  Torchmarl^/Ronald  K  Richey 

198 

70 

Erie  KS 

Washburn  U,  BA  '49 

JO  '51 

33 

12  i 

Tosco/Thomas  D  O'Malley 

184 

55 

New  York  NY 

Manhattan  C,  BBA  '63 

9 

7  i 

;  Toys  'R'  Us/Michael  Goldstein 

204 

55 

Brooklyn  NY 

CUNY  Queens,  BS  '63 

14 

3  ; 

1  Trans  World  Airlines/Gerald  L  GItner 

204 

52 

Boston  MA 

Boston  U,  BA  '66 

_2 

_2  i 

i  Transamerica/Frank  C  Herringer 

198 

54 

New  York  NY 

Dartmouth,  AB  '64 

MBA  '65 

18 

6  ; 

:  Transatlantic  Holding/Robert  F  Orlich 

198 

49 

Hoboken  NJ 

St  John's  U  NY,  BBA  '69 

MBA  '75 

9 

3  '■■ 

:  Transocean  Offshore/J  Michael  Talbert 

184 

50 

Akron  OH 

Uof  Akron,  BSCE '70 

Loyola  U  (LA),  MBA  '75 

3 

3 

Travelers  Group/Sanford  1  Weill 

202 

64 

New  York  NY 

Cornell,  BA  '55 

11 

11 

:  Tribune/John  W  Madigan 

186 

59 

Chicago  IL 

U  of  Michigan,  BBA  '58 

MBA  '59 

22 

2 

!  Trinity  Industries/W  Ray  Wallace 

174 

74 

Shreveport  LA 

Louisiana  Tech  U,  BS  '44 

51 

39 

:  Trustmark/Frank  R  Day 

192 

59 

Aberdeen  MS 

U  of  Mississippi,  BA  '53 

39 

16 

•  TRW/Joseph  T  Gorman 

180 

59 

Rising  Sun  IN 

Kent  State  U,  BA  '60 

Yale,  LLB  '62 

29 

8 

Tupperware/Warren  L  Batts 

180 

64 

Norfolk  VA 

Georgia  Tech,  BSEE  '61 

Harvard,  MBA  '63 

17 

11 

•  Turner/Ellis  T  Gravette  Jr 

178 

71 

Hayward  CA 

Washington  State,  BA  '47 

1 

1 

Tyco  International/L  Dennis  Kozlowski 

174 

50 

Irvington  NJ 

Seton  Hall  U,  BA  '68 

22 

5 

Tyson  Foods/Leland  E  Tollett 

194 

60 

Nashville  AR 

U  of  Arkansas,  BSA  '58 

MSA  '59 

38 

6 

U  S  West  Commun/Solomon  D  Trujillo^ 

178 

45 

Cheyenne  WY 

U  of  Wyoming,  BS  '73 

MBA  '74 

23 

2 

U  S  West  Media/Charles  M  Lillis^ 

186 

55 

Overland  Park  KS 

U  of  Washington,  BA  '68 

U  of  Oregon,  PhD  '72 

12 

2 

UAL/Gerald  Greenwald 

204 

61 

Saint  Louis  MO 

Princeton,  BA  '57 

Wayne  State  U,  MS  '62 

3 

3 

UCAR  International/Robert  P  Krass 

174 

60 

Carnegie  PA 

Washington  &  Jefferson,  BA  '59 

34 

6 

Ultramar  Diamond/Roger  R  Hemminghaus 

184 

60 

St  Louis  MO 

Auburn  U,  BS  '58 

13 

10 

UMB  Financial/R  Crosby  Kemper 

192 

70 

Kansas  City  MO 

47 

27 

Unicom/James  J  O'Connor 

182 

60 

Chicago  IL 

Col  of  the  Holy  Cross,  BS  '58 

Georgetown  U,  LLB  '63 

34 

17 

Union  CampAV  Craig  McClelland 

194 

63 

Orange  NJ 

Princeton,  BA  '56 

Harvard,  MBA  '65 

9 

3 

Union  Carbide/William  H  Joyce 

174 

61 

Greensburg  PA 

Penn  State  U,  BS  '57 

NYU,  PhD  '84 

40 

2 

Union  Electric/Charles  W  Mueller 

182 

58 

Belleville  IL 

St  Louis  U,  BSEE  '61 

MBA  '66 

36 

3 

Union  Pacific/Richard  K  Davidson 

204 

55 

Allen  KS 

Washburn  U,  BA  '65 

37 

_2 

Union  Pacific  Res/Jack  L  Messman 

184 

57 

Clarksburg  WV 

U  of  Delaware,  BCE  '62 

Harvard,  MBA  '68 

9 

6 

Union  Planters/Benjamin  W  Rawlins  Jr 

192 

59 

Murfreesboro  IN 

Vanderbilt  U,  BA  '61 

Georgia  State  U,  MBA  '69 

23 

13 

Union  Texas  Petrol/John  L  Whitmire 

184 

56 

Darning  NM 

New  Mexico  State  U,  BSME  '64 

1 

1 

UnionBanCal/Kanetaka  Yoshida 

192 

59 

Japan 

Tokyo  U,  LLB  '62 

35 

4 

Unisource  Worldwide/Ray  B  Mundt 

173 

68 

Appleton  Wl 

U  of  Wis  Stevens,  BS  '53 

27 

1 

Unisys/James  A  Unruh 

178 

56 

Goodrich  ND 

Jamestown  C,  BSBA  '63 

U  of  Denver,  MBA  '64 

17 

7 

United  Carolina  Bcsh/E  Rhone  Sasser 

192 

60 

Columbus  NC 

NC  State  U,  BS  '59 

30 

14 

United  HealthCare/William  W  McGuire 

196 

49 

Troy  NY 

U  of  Texas  Austin,  BA  '70 

U  of  Texas  Galveston,  MD  '74 

9 

6 

US  Bancorp/Gerry  B  Cameron 

192 

58 

Grandview  WA 

Portland  State  U,  BS  '62 

41 

3 

US  Industries/David  H  Clarke 

180 

55 

Long  Branch  NJ 

Hobart  C,  BA  '65 

24 

5 

US  Robotics/Casey  G  Cowell' 

178 

44 

Detroit  Ml 

Uof  Chicago,  BA'75 

21 

21 

.  United  Technologies/George  David 

173 

55 

Bryn  Mawr  PA 

Harvard,  BA  '65 

Uof  Virginia,  MBA '67 

22 

3 

Unitrin/Richard  C  Vie 

202 

59 

St  Louis  MO 

14 

5 

Universal/Henry  H  Harrell 

194 

57 

Richmond  VA 

Washington  &  Lee  U,  AB  '61 

31 

9 

:  Unocal/Roger  C  Beach 

184 

60 

Lincoln  NE 

Colo  Sch  Mines,  BS  '61 

36 

3 

.  UMUM/James  F  Orr  III 

202 

54 

Minneapolis  MN 

Villanova,  BS  '65 

Boston  U,  MBA  '70 

11 

10 

•  US  Airways  Group/Stephen  M  Wolf 

204 

55 

Oakland  CA 

San  Francisco  State  U,  BA  '65 

1 

1 

•  USA  Waste  Services/John  E  Drury 

173 

50 

Minneapolis  MN 

3 

3 

■  USF&G/Norman  P  Blake  Jr 

202 

55 

New  York  NY 

Purdue  U,  BA  '64 

MA '66 

6 

6 

USG/William  C  Foote 

178 

46 

Milwaukee  Wl 

Williams  C.  BA'73 

Harvard,  MBA  '77 

13 

1 

'Company  founder.  'Nev- 


vice.  'Overall  CEO  for  II  S  West  is  Richard  D  McCormick. 


234 


Forbes  ■  Mav  19,  1997 


■  The  Templeton  organization  provides 
global  investment  management,  advisory 
and  distribution  services  to  individuals, 
institutional  and  corporate  clients  world- 
wide. 

■  We've  had  years  of  experience  traveling 
the  globe  in  search  of  promising  invest- 
ments for  our  investment  advisory  clients. 
In  every  case,  we  take  an  approach  that  is 
disciplined,  yet  flexible.  Value  is  our 
benchmark,  and  our  goals  are  for  the  long 
term. 

■  One  of  the  keys  to  successful  global 
investing  is  having  instant  access  to  accu- 
rate information  on  individual  companies. 
Our  research  capabilities  utilize  resources 
from  offices  located  throughout  the  world. 
This  not  only  helps  us  identify  stocks  that 

we  feel  are  bargains,  it  also 
provides  a  means  of  under- 
standing the  various  local  fac- 
tors influencing  the  world's 
securities  markets. 

For  more  information, 
call  today. 

Mark  Holowesko,  Chief  Investment  Officer, 
Templeton  Giobdl  Equity  Research 


U.S.  Inquiries 

1-800-342-FUND  Ext.T246 
Franklin  Templeton  Distributors,  Inc. 
700  Central  Avenue 
St.  Petersberg,  FL  33701-3628 
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'■  USLife/Greer  f  Hendtisij/i 

202 

65 

Jersey  City  NJ 

St  Peter  s  C,  BS  '54 

22 

i 

i  UST  Inc/Vincent  A  Gierer  Jr 

194 

49 

New  York  NY 

lona  C,  BBA  '69 

19 

3  : 

i  USX-Marathon/Thomas  J  Usher 

184 

54 

Reading  PA 

U  of  Pittsburgh,  BS  '64 

PhD  '71 

31 

2  ; 

i  USX-US  Steel/Thomas  J  Usher 

202 

54 

Reading  PA 

U  of  Pittsburgh,  BS  '64 

PhD  '71 

31 

2  ^ 

:  UtiliCorp  United/Richard  C  Green  Jr 

184 

43 

Kansas  City  MO 

SMU,  BSBA  '76 

21 

12 

:  Valero  Energy/William  E  Greehey 

184 

60 

Fort  Dodge  lA 

St  Mary's  U,  BBA  '60 

34 

23 

i  Valley  Natl  Bancorp/Gerald  H  Lipkin 

192 

56 

Passaic  NJ 

Rutgers,  BA  '63 

NYU,  MBA  '66 

22 

8  : 

i  Varian  Associates/J  Tracy  O'Rourke 

178 

62 

Columbia  SC 

Auburn  U,  BS  '56 

7 

7  ; 

:  Vencor/W  Bruce  Lunsford' 

196 

49 

Cincinnati  OH 

U  of  Kentucky,  BA  '69 

Northern  Kentucky  U,  JD  '74 

14 

12  : 

i  VF/Mackey  J  McDonald 

180 

50 

Rome  GA 

Davidson  C,  BA  '68 

Georgia  State  U,  MBA  '73 

14 

1  ; 

i  Viacom/Sumner  M  Redstone 

186 

73 

Boston  MA 

Harvard,  BA  '44 

LLB  '47 

11 

1 

;  Vulcan  Materials/Donald  M  James 

178 

48 

Russellville  AL 

U  of  Alabama,  BS  '71 

Uof  Virginia,  JD  '77 

5 

_2  : 

:  Waban/Herbert  J  Zarkin 

204 

58 

Haverhill  MA 

8 

4  : 

;  Wachovia/Leshe  M  Baker  Jr 

192 

55 

Lovettsville  VA 

U  of  Richmond,  BA  '64 

Uof  Virginia,  MBA '69 

28 

3  : 

'  Wal-Mart  Stores/David  D  Glass 

204 

61 

Mountainview  MO 

SW  Missouri  St  U,  BS  '59 

21 

9  \ 

!  Walgreen/Charles  R  Walgreen  III 

204 

61 

Chicago  IL 

U  of  Michigan,  BS  '58 

45 

26 

j  VI/arner-Lambert/Melvin  R  Goodes 

196 

62 

Canada 

Queens  U,  BA  '57 

U  of  Chicago,  MBA  '60 

32 

6 

;  Washington  Federal/Guy  C  Pinkerton 

192 

62 

Seattle  WA 

Uof  Washington,  BA '59 

32 

5 

:  Washington  Mutual/Kerry  K  Killinger 

192 

47 

Des  Moines  lA 

U  of  Iowa,  BBA  '70 

MBA '71 

21 

7 

i  Washington  Post/Donald  E  Graham 

186 

52 

Baltimore  MD 

Harvard,  BA  '66 

26 

6 

;  Webster  Financial/James  C  Smith 

192 

48 

Waterbury  CT 

Dartmouth,  BA  '71 

22 

10 

i  WellPoint  Health/Leonard  D  Schaeffer 

196 

51 

Chicago  IL 

Princeton,  BA  '69 

11 

11 

i  Wells  Fargo/Paul  M  Hazen 

192 

56 

Lansing  Ml 

U  of  Arizona,  BA  '63 

U  of  Cal  Berkeley,  MBA  '64 

27 

2 

:  Wendy's  International/Gordon  FTeter 

192 

53 

Lawrence  IN 

Purdue  U,  BA  '66 

MS  '68 

10 

2 

i  Western  Atlas/Alton  J  Brann 

184 

55 

Portland  ME 

U  of  Massachusetts,  BA  '69 

24 

4 

;  Western  Digital/Charles  A  Haggerty 

178 

55 

Rochester  MN 

Uof  St  Thomas  (Minn),  BA '63 

5 

4 

Western  National/Michael  J  Poulos 

202 

66 

Glens  Falls  NY 

Colgate  U,  BA  '53 

NYU,  MBA  '63 

4 

4 

;  Western  Resources/John  E  Hayes  Jr 

182 

59 

Kansas  City  MO 

Rockhurst  C,  BS  '59 

8 

8 

;  Westinghouse/Michael  H  Jordan 

174 

60 

Kansas  City  MO 

Yale,  BSCE  '57 

Princeton,  MSCE  '59 

4 

4 

•  Westvaco/John  A  Luke  Jr 

194 

48 

New  York  NY 

Lawrence  U  Wis,  BA  '71 

U  of  Penn-Wharton,  MBA  '79 

18 

5 

Weyerhaeuser/John  W  Creighton  Jr 

194 

64 

Pittsburgh  PA 

Ohio  State  U,  BS  '54 

JD  '57 

27 

6 

Whirlpool/David  R  Whitwam 

180 

55 

Stanley  Wl 

Uof  Wis  Madison,  BS '67 

29 

10 

Whitman/Bruce  S  Chelberg 

194 

62 

Chicago  IL 

Uof  Illinois,  BS'56 

LLB  '58 

15 

5 

Whitney  Holding/William  L  Marks 

192 

54 

Florence  AL 

Wake  Forest  U,  BA  '66 

7 

7 

Willamette  Inds/Steven  R  Rogel 

194 

54 

Ritzville  WA 

U  of  Washington,  BS  '65 

25 

2 

.  Williams  Cos/Keith  E  Bailey 

184 

55 

Kansas  City  MO 

U  of  Missouri,  BS  '64 

24 

3 

;  Wilmington  Trust/Ted  T  Cecala 

192 

48 

Trenton  NJ 

Florida  State,  BS  '71 

18 

1 

\  Winn-Dixie  Stores/A  Dano  Davis 

192 

51 

New  Rochelle  NY 

29 

15 

;  Wisconsin  Energy/Richard  A  Abdoo 

182 

53 

Port  Huron  Ml 

U  of  Dayton,  BSEE  '65 

U  of  Detroit,  MA  '69 

22 

6 

:  WMX  Technologies/Dean  L  Buntrock' 

173 

65 

Columbia  SO 

StOlaf  C,  BA'55 

41 

29 

:  Woolworth/Roger  N  Farah 

204 

44 

New  York  NY 

Uof  Penn-Wharton,  BS '74 

2 

2 

;  WorldCom/Bernard  J  Ebbers 

178 

55 

Canada 

Mississippi  C,  BA  '67 

12 

12 

:  Wm  Wrigley  Jr/William  Wrigley 

194 

64 

Chicago  IL 

Yale,  BA  '54 

41 

36 

:  Xerox/Paul  A  Allaire 

173 

58 

Worcester  MA 

Worcester  Polytech,  BSEE  '60 

Carnegie  Mellon  U,  MSIA  '66 

31 

7 

i  Xilinx/Willem  P  Roelandts 

178 

52 

Belgium 

Rijks  Hogere  Technisc,  BSEE  '65 

1 

1 

!  Yellow/A  Maurice  Myers 

204 

56 

Long  Beach  CA 

Cal  St  Fullerton,  BS  '64 

Cal  St  Long  Beach,  MBA  '72 

1 

1 

;  York  international/Robert  N  Pokelwaldt 

174 

60 

N  Tonawanda  NY 

SUNY  Buffalo,  BS  '60 

14 

6 

:  Zions  Bancorp/Hams  H  Simmons 

192 

42 

Salt  Lake  City  UT 

Uof  Utah,  BA '77 

Harvard,  MBA  '80 

16 

6 
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onfidence  is  high  in  The  Bahamas  and  business  is  booming. 
:)urism  has  posted  the  highest  eamings  ever.  Financial  services  are 
1  a  roll  as  more  banks  are  being  licensed  and  mutual  funds  regis- 
red.  More  ships  fly  the  Bahamian  flag  than  in  the  registry's 
story.  Freeport,  Grand  Bahama,  fueled  by  an  influx  of  international 
\/estors,  appears  on  the  brink  of  explosive  industrial  and  tourism 
dvelopment.  And  the  government  responsible  for  much  of  this 
:tivity  was  returned  by  an  overwhelming  vote  in  March  elections. 


The  Bahamas,  an  archipelago  of  700 
slands  in  the  Atlantic  that  extends  from 
he  east  coast  of  Florida  south  to  Haiti,  is 
deally  located  for  the  businesses  that  move 
ts  economy:  tourism,  offshore  financial 
ervices  and  ship  registration. 

Its  capital  Nassau,  on  New  Providence 
sland,  is  home  to  192,000  of  the  country's 
188,000  citizens.  Along  with  its  second  city 
'reeport,  on  Grand  Bahama  Island,  the  two 


draw  tourists  eager  for  sun,  sand  and  the 
sports  and  gambling  offered  by  their  world- 
class  resorts.  The  remaining  Family  Islands, 
also  known  as  the  Out  Islands,  which  are 
treasured  for  their  unspoiled  beauty, 
beckon  the  fisherman,  diver  or  simply  the 
more  laid-back  traveler  seeking  solitude  in 
nature.  This  unbeatable  combination  has 
created  a  microcosm  of  Caribbean  tourism 
within  one  country. 


by  Mary  Ramond 


The  Bahamas'  location,  so  close  to  the 
major  markets  of  North  and  South 
America,  yet  outside  their  borders,  serves 
its  offshore  banking  and  its  shipping 
equally  well.  One  of  the  world's  principal 
financial  centers,  the  country  today  also  is 
ranked  fourth  among  the  world's  ship 
registries. 

The  unbroken  political  stability  of  The 
Bahamas,  rooted  in  a  parliamentary  democ- 
racy introduced  by  British  colonists  in 
1729  and  strengthened  when  the  country 
became  independent  in  1973,  attracts 
international  investors  and  visitors  alike. 
In  addition,  the  country's  widely  known 
status  as  a  haven  from  taxes  —  whether  on 
corporate  earnings,  personal  income,  inher- 
itance, dividends  or  sales  —  and  The 
Bahamas'  monetary  and  economic  stability 
appeal  to  international  business. 

The  soundness  of  the  Bahamian  dollar, 
pegged  to  the  U.S.  dollar  at  a  one-to-one 
ratio,  and  the  country's  recent  sovereign 
rating  of  A3  by  Moody's  Investor  Service, 
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its  first  rating  since  the  mid  1 980s,  add  to 
that  appeal.  The  country's  internationally 
respected  Central  Bank  regulates  its  mone- 
tary system  and  works  to  keep  the  currency 
stable  and  inflation  low. 

The  Bahamas  boasts  the  third-highest 
per-capita  earnings  in  the  Western 
Hemisphere  ($11,093  in  1993),  behind  the 
U.S.  and  Canada.  The  nation  met  1996 
economic  growth  targets  of  3%  to  4%  and 
Finance  Minister  William  Allen  expects  an 
even  stronger  performance  in  1 997. 

Unemployment,  down  to  10%  in  1996 
from  14%  in  1992,  is  low  compared  with 
other  economies  of  the  region,  and 
Minister  Allen  hopes  to  see  the  rate  sink  to 
5%  within  five  years.  Inflation  is  less  than 
2%,  down  from  5.7%  in  1992.  The 
nation's  fiscal  deficit  is  only  1%  of  gross 
domestic  product  (GDP). 

An  offshore  services  economy,  The 
Bahamas  seeks  to  expand  that  economy  by 
adding  new  services.  "Our  strategy,"  the 
Minister  says,  "calls  for  staying  alert  to 
changes  in  travel  and  in  financial  services 
and  taking  advantage  of  those  changes. " 

Heartbeat  of  the  Economy 

Tourism 

Tourism  is  the  business  of  The  Bahamas; 
it  contributes  40%  of  the  country's 


How  Many  Go,  How  Much  They  Spend 

Total  Tourism  Arrivals  and  Expenditures 


Visitors  (in  millions) 
Spend  (in  Sbillions) 


1985 
2.6 
$.995 


1990 
3.6 
L333 


1991 
3.6 
U93 


1992 
3.7 
L244 


1993 
3.7 
L304 


1994 
3.4 
L333 


1995 
12 
L346 


1996 
3.4 


L45(l 
i 

Note:  Total  jnchules  stopover  visiton  staying  24  houn  or  more,  cnase  visitors  using  cnise  ship  (or  accommodations  and  day  or  transit  visitocv 


GDP  and  employs  roughly  half  the  work- 
force. In  1996,  more  than  3.4  million  trav- 
elers arrived  in  The  Bahamas,  including 
1.6  million  stopover  tourists  and  1.7  mil- 
lion cruise-ship  visitors.  Together  they 
pumped  $1.45  billion  into  the  country's 
economy,  a  7%  increase  over  1995  and  a 
record  year  for  the  industry. 

While  tourism  historically  has  powered 
the  Bahamian  economy,  the  industry's 
growth  stalled  in  1990.  Deputy  Prime 
Minister  Frank  Watson,  who  also  served  as 
Tourism  Minister  for  the  past  five  years,  puts 
the  case  blimtly.  "Tourism  was  in  decline, " 
he  says,  "because  of  neglected,  run-down, 
government-owned  hotels  and  the  loss  of 
good,  friendly  service.  People  attracted  to  the 
islands  would  visit,  but  not  return." 

That  began  to  change  with  the  1992 
elections  and  the  resulting  change  in  gov- 
ernment. The  new  government  put  into 
practice  its  free-market  principles  and 
began  selling  government-owned  hotels. 


The  Bahamas  Today 


Population 

286,000  (est.  based  on  1990  census) 

Area 

80,000  sq.  mi.,  700  islands,  16  inhabited 

Capital 

Nassau,  New  Providence||mmimm| 

Second  city 

Freeport,  Grand  Bahama 

Language 

Currency 

Bahamian  dollar  pegged  to  the  U.S.  dollar 

Bahamian  $1  =  US$1 

GDP  'IMMHi 

P$3  billion  (1993) 

GDP  per  capita 

$11,043  (1993) 

Labor  force 

141,000 

Unemployment  rate 

10%  (1996) 

A  parliamei^tary  democracy  since  1729,  the  Commonwealth  of  the  Bahamas 
has  enjoyed  uninterrupted  politicai  stability.  Independent  since  1973,  it  is  a 
member  of  the  British  Commonwealth.  The  B  ihamas  is  governed  by  a  bicam- 
eral legislature  with  an  executive  branch  headed  by  the  Prime  Minister. 


cleaning  up  midtown  Nassau  and  repairing 
roads  and  airports.  It  launched  a  public 
relations  campaign  through  school,  TV 
and  press  programs  to  promote  the  bene- 
fits of  tourism  as  a  business. 

"One  result  of  that  public  education 
effort,"  says  Tourism  Director  General 
Vincent  Vanderpool-Wallace,  "is  that 
tourism  is  becoming  the  industry  of  choice 
for  young  Bahamians. " 

Tourism's  turnaround  began  in  May 
1994  when  South  African  Sol  Kerzner,  the 
developer  of  Sun  International  Hotels, 
paid  $124  million  for  three  hotels  on 
Paradise  Island,  a  ten-minute  drive  over 
the  bridge  from  Nassau.  Ten  months  and 
some  $150  million  later  he  opened  the 
Atlantis,  a  1,147-room  fantasy  hotel  and 
casino,  as  well  as  a  luxuriously  restored 
Ocean  Club  and  a  budget  beach  hotel. 
And  Kerzner  isn't  finished.  He  plans  a 
$450  million  expansion  to  add  1 ,200  gues 
rooms,  a  new  casino  and  more  marine- 
life  exhibits. 

Other  international  resort  developers 
have  followed.  Two  Jamaican  companies, 
SuperClubs  and  Sandals,  bought 
government-owned  hotels  on  Nassau's 
Cable  Beach  and  invested  $14  and  $40 
million,  respectively,  to  renovate  them. 
Within  its  first  year,  the  SuperClubs' 
Breezes  Bahamas  resort  won  an  industry 
award  for  best  overall  staff  and  service, 
which  confirmed  Chairman  John  Issa's 
maxim  that  good  service  comes  from  good 
management  and  proved  that  Bahamian 
staff  could  meet  high  standards. 

Also  in  1 994,  the  Kansas-based  Ruffin 
Hotel  Group  bought  the  8  50- room  Crystal 
Palace  Hotel  and  Casino  for  $80  million 
from  Carnival  Cruise  Lines.  Ruffin  Hotel 
Group  spent  $40  million  to  renovate  and 

continued  on  page  6 
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This  man  is  a  Chase  Private  Banker. 

He  will  be  on  hold  for  the  next 
3  minutes  and  46.5  seconds.  ^ 


But  his  thoughts  will  travel 
40  years  into  the  future. 

We  pay  him  to  timeshif  t  in 
this  fashion. 


About  trust  creation. 


And  how  your  grandchildren  / 
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Provided,  of  course,  youVe  a 
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A  Prime 
Minister 
Sums 
Up  And 
Lool<s 
AInead 


The  week  following  his  Free  National  Movement 
(FNM)'s  landslide  victory  in  The  Bahamas'  general 
elections  on  March  14,  a  confident  Prime  Minister 
Hubert  Ingraham  reflected  on  the  accomplish- 
ments of  his  first  term.  He  also  looked  ahead  to 
what  he  hopes  to  achieve  in  his  self- proclaimed 
final  five  years  as  head  of  government. 

Entering  politics  in  1975,  Mr  Ingraham  rose 
through  the  ranks  of  the  ruling  Progressive  Liberal 
Party,  but  broke  away  and  joined  the  opposition  in 
1984.  At  issue  were  allegations  of  the  involvement 
of  government  members  in  drugs  and  money  laun- 
dering. The  49-year-old  Grand  Bahama-born 
lawyer  has  declared  that  two  terms  will  be  his  limit. 


Your  government  has  just 
completed  its  first  term.  What 
were  the  most  critical  prob- 
lems facing  The  Bahamas 
when  you  first  took  office? 

Without  a  doubt,  it  was 


the  stagnant  economy  with 
its  attendant  social  and  finan- 
cial costs  —  high  levels  of 
unemployment  and  under- 
employment, particularly  in 
the  hotel  sector,  as  well  as  a 
shrinking  tourism  industry,  a 
growing  budget  deficit  and  a 
lack  of  investor  confidence. 

What  do  you  consider  the 
major  achievements  of  your 
past  term? 

Since  we  took  office  in 
1992,  unemployment  has 
fallen  from  14%  to  10%. 
More  than  2,000  additional 
persons  are  now  employed  in 
the  hotel  sector  and  persons 
previously  working  two-  and 
three-day  weeks  are  working 
full  weeks.  Tourism  is 
expanding,  the  government's 
fiscal  deficits  have  decreased 
and  we  have  restored  fiscal 
responsibility  in  public 
finance. 

Today,  there  is  a  resurgence 
of  confidence  in  our  econo- 


my. The  new  resorts,  and 
international  investments  of 
over  $400  million  in  the 
hotel  sector  alone,  are  colos- 
sal for  an  economy  of  this 
size.  We're  seeing  growth  in 
the  number  of  small  and 
medium  Bahamian  enterpris- 
es. We  have  regained  our  rep- 
utation as  a  well-regulated 
international  financial  ser- 
vices center,  which  has  result- 
ed in  growth  in  that  sector. 
We're  also  pleased  to  report 
growing  efficiency  and 
morale  in  the  public  sector, 
improved  public  services  and 
educational  institutions  and 
growing  public  confidence  in 
our  justice  system. 

Are  you  satisfied  that  drug 
trafficking  and  money  laun- 
dering here,  widely  reported 
in  the  1980s  and  early  1990s, 
are  now  under  control? 

For  each  of  the  past  five 
years.  The  Bahamas  has  been 
certified  by  the  U.S. 
President  for  its  cooperation 
in  the  fight  against  drug  traf- 
ficking. Moreover,  the  U.S.- 
Bahamas anti-drug  coopera- 
tion program  has  been  hailed 
as  a  model  for  other 
Caribbean  countries.  I  don't 
think  we  can  ever  be  satisfied, 
but  we  have  made  progress. 
Our  new  money-laundering 
laws  cover  many  major 
crimes,  not  just  drug  traffick- 
ing, and  are  as  stringent  as 
those  of  any  country. 

Your  government  is  referred 
to  frequently  by  profession- 
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An  Intemew  with  Prime  Minister  l-iubert  A.  Ingraliam 


\nnwN,  OMg  CO 


a/s  here  in  banking,  account- 
ing and  ttie  tiotel  industry  as 
"pro-business" and  they  say 
you  are  a  master  at  "utilizing 
the  private  sector."  What 
are  you  doing  differently 
from  previous  administra- 
tions? How  is  business 
responding? 

We  believe  government's 
task  is  to  provide  an  environ- 
ment that  permits  the  private 
sector  to  develop  to  its 
fullest,  to  allow  for  the  more 
efficient  use  of 
capital,  labor  and 
managerial 
know-how.  We 
have  cut  red  tape 
in  our  approval 
processes,  for 
example,  and 
thereby  added  to 
government's 
efficiency. 

We  consult 
with  business.  We  circulate 
draft  legislation  among  inter- 
ested groups,  the  Chamber  of 
Commerce,  bankers  and  the 
legal  fraternity,  so  that  gov- 
ernment has  the  benefit  of  a 
spectrum  of  views  before  it 
amends  or  adopts  new  legis- 
lation. Our  securities  market 
Task  Force,  for  example, 
helped  develop  regulations 
for  the  mutual  fund  industry 
and  the  framework  for  our 
securities  market,  which  we 
hope  to  bring  on-line  this 
year.  Our  Financial  Services 
Advisory  Committee  keeps  us 
alert  to  that  sector's  changing 
needs  and  it  helps  promote 
trade  and  investment. 


We  believe  that  private 
enterprises  function  more 
efficiently  than  governments 
in  a  free-market  economy. 
This  the  previous  administra- 
tion seemed  unaware  of,  or 
chose  to  ignore. 

Since  my  government 
adopted  this  "business- 
friendly"  stand,  local  and  for- 
eign direct  investment,  par- 
ticularly in  tourism  and 
banking,  have  increased  dra- 
matically. 


the  conduct  of  public  affairs. 

Last  December  you  created  a 
new  post  —  Ambassador  for 
Investment  and  Trade  —and 
in  January  you  named  to  that 
office  the  highly  regarded, 
retiring  Governor  of  the 
Central  Bank  James  Smith. 
Where  do  you  see 
Ambassador  Smith  prospect- 
ing for  new  investors  —  in 
what  countries  and  in 
what  businesses? 


"The  Bahamas  is  nov\/ 
an  attractive  and 
investor-friendly  place 
for  business  and  it  is 
our  intent  to  spread 
that  message  through- 
out the  world.  - 


Bribery  by  public  officials 
was  a  nagging  problem  here 
in  the  past,  but  seems  to 
have  vanished.  One  of  your 
largest  foreign  investors 
observes  that  he  has  never 
been  asked  for  a  cent,  not 
even  a  political  contribution 
—  unlike  in  his  home  coun- 
try! How  did  you  clean  up 
bribery? 

Eradicating  corruption  in 
public  affairs  has  been  a  hall- 
mark of  my  administration 
and  my  government  has  led 
by  example.  It  is  widely 
known  that  I  have  zero  toler- 
ance for  corrupt  behavior. 
Our  policy  calls  for  trans- 
parency and  accountability  in 


The  Bahamas  is  now  an 
attractive  and  investor-friendly 
place  for  business  and  it  is 
our  intent  to  spread  that  mes- 
sage throughout  the  world 
with  the  hope  of  attracting 
investments  in  our  tourism, 
banking,  ship  registration, 
construction,  real  estate,  light 
manufacturing  and  agricul- 
ture and  fishing  businesses. 

Ambassador  Smith  and  our 
one-stop  shop,  the  Bahamas 
Investment  Authority,  will 
focus  on  North  and  Latin 
America,  Europe  and  Asia  for 
potential  investment  sources. 

The  Bahamas  Investment 
Authority  coordinated  three 
major  overseas  investment 


missions  to  Asia  and  Western 
Europe,  South  America  and 
Canada  over  the  past  1 8 
months.  Ambassador  Smith 
participated  in  each  of  those 
missions  and  is  expected  to 
play  an  even  larger  role  in 
future  missions. 

You  successfully  sold  off 
most  of  the  government- 
owned  hotels  during  your 
first  term.  Do  you  expect  to 
privatize  The  Bahamas' 
telecommunications,  power 
and  airline  companies  next? 

Privatization  of  some  parts 
of  our  major  public  utility 
companies  to  employees, 
unions  and  other  private 
interests  was  one  of  the 
planks  in  my  recent  election 
campaign,  which  was  heavily 
endorsed  by  the  voters. 
Accordingly,  the  success  that 
we  experienced  with  the 
divestment  of  the  govern- 
ment-owned hotels  we  expect 
to  repeat  with  some  of  the 
public  utility  companies. 

Would  you  sum  up.  Prime 
Minister,  the  goal  of  your  sec- 
ond term? 

In  my  first  term  I  had  to 
repair,  rebuild  and  consolidate 
the  social  and  economic  insti- 
mtions  in  The  Bahamas.  In  my 
second  term  I  intend  to  contin- 
ue that  process,  particularly  by 
providing  more  housing  and 
additional  education  and  train- 
ing opportunities,  especially  for 
the  low-income  segm.ents  of 
our  society,  in  order  to  achieve 
a  better  quality  of  life  for  all. 
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THE  BAHAMAS 
ELECTRICITY  CORPORATION 

The  provider  of  reliable  and 
efficient  power  to  sustain 
continued  economic  growth 


Winner  of  the  first 
National  Quality  Award 

Tel.:  242-328-7701,  Ext.  400 
Fax:  242-322-8418 
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lease  line  services  with  speeds  of 
9.6Kbps  to  1 9.2Kbps  and 
^^^JA^International  Business 
^  Services  (I.B.S.) 

with  speeds  of 
56Kbps,  64Kbps 


and]  28Kbps. 


iSi^i'-  llili.ini.is 

/     "   h  itLomnuuiications 
(  'irptitaiiun 


(all  for  details 
(242)  323-4911 
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In  the  Abacos,  most  northerly  of  the  Out  Islands,  the  fishing  season  never  ends. 


(continued  from  page  2)  put  the  Marriott 
stamp  on  it  and  turned  a  $30  million  loss 
into  a  $11  million  profit  in  its  first  year. 
Already  1997  business  is  up  40%  over 
1996,  according  to  the  Group  owner, 
Phillip  Ruffin,  who  has  added  the  adja- 
cent Nassau  Beach  Hotel  for  $23  million 
and  begun  a  $12  million  makeover  there. 

Why  is  Ruffin,  the  largest  U.S. 
investor  on  the  island,  in  The  Bahamas? 
"My  first  interest,"  he  says,  "is  buying 
property  with  value.  In  The  Bahamas 
gross  dollars  become  net  because  of  the 
tax  structure.  The  Bahamas  was  in  a 
deep  trough  and  I  think  property  values 
will  go  sky  high.  Moreover,  this  govern- 
ment is  pro-business  and  corruption- 
free;  it  works  with  you,  not  against  you." 

In  March,  Canadian  investment  com- 
pany RHK  bought  Nassau's  behemoth 
British  Colonial  Hotel  and  will  spend 
$25  million  to  restore  guest  rooms,  cre- 
ate offices  and  possibly  house  the  new 
stock  exchange.  But  activity  isn't  limited 
to  Nassau.  Freeport  is  undergoing 
revival.  And  the  Disney  Cruise  Line  and 
Holland  America  Line  have  bought  into 
the  Out  Islands  and  plan  to  create  pri- 
vate ports  of  call. 

On  April  3,  Prime  Minister  Ingraham, 


opening  the  First  Caribbean  Hotel  & 
Tourism  Investment  Conference  on 
Paradise  Island,  predicted  that  The 
Bahamas  will  gain  some  5,000  new  hotel 
rooms  in  the  next  five  years. 

Bahamas  tourism  is  clearly  back  on 
track. 

  Banking  Offshore: 

Financial  Services 

Financial  services  in  The  Bahamas 
include  private  and  commercial 
banking,  trust  establishment  and  admin- 
istration, captive  insurance,  company 


fISnfESTOR  FRIENDLY 

Bahamas  Investment  Authority 

Operating  from  the  Office  of  The 
Prime  Minister  in  Nassau,  Ttie 
Bahamas  Investment  Authority  (BIA) 
is  charged  with  helping  investors  and 
cutting  red  tape.  Its  mandate  also 
includes  developing  policy  and  pro- 
moting investment.  For  information, 
contact  the  Executive  Director, 
Bahamas  Investment  Authority, 
P.O.  Box  CB  10980,  Nassau, 
Bahamas.  BIA  can  be  reached  by 
telephone  at  (242)  327-5970/4  or  by 
fax  at  (242)  327-5907. 


What  do 
these  companies 
have  in  commonl 

^   HUTCHISON  PORT  HOLDINGS  - 

the  port  operating  division  of  Hutchison 
Whampoa  Limited  builds  $78  miUion 

1   .  .  . 


SOUTHERN  COMPANY 

through  its  affiliate  SOUTHERN  ENERGY  INTERNATIONAL 
purchases  50%  of  Freeport  Power  Company 

^  BOVIS  a  P&O  GROUP  COMPANY  ^  -  :  * ' 

(Peninsular  &  Oriental  Steam  Navigation  Company) 
M  .     has  established  economic  interests  in  Freeport 

^  ^  including  the  development  of  an  oceanfront  resort 

I  X    POLYMERS  INTERNATIONAL  LIMITED 

■     builds  a  $40  rnillion  plastic  resin  plant 
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They  re  all  investing  in 
Grand  Bahama  Island. 


For  more  information,  please  contact: 
The  Grand  Bahama  Development  Co., 

James  St.  George,  P.O.  Box  P-42666 
Freeport,  Grand  Bahama  Island 
.  ,  Tel:  (242)  351-4331  Fax;i2^2)  352-8310 


Giand 
Island  - 


Aboco  Islond 


Now 
Providence 


ILhz  ^Bahamas 

institute 
of  (Eharttrcd 
accountants 

and  the  following  firms 

BDO  Binder 
Coopers  &  Lybraiid 
Deloitte  &  fouehe 

KPMG 
Price  Waterhouse 

have  sponsored  this  pubhcation. 

Since  1971  when  The  Bahamas 
Institute  of  Chartered  Accountants 
was  formed,  the  accounting  profes- 
sion in  The  Bahamas  has  been 
providing  (juality  services  to  the 
International  Financial  Services 
Sector.  Such  services  include 
auditing  and  accounting,  business 
advisory  services,  corporate  man- 
agement and  administration,  and 
assistance  with  business  proposals 
and  regulatory  applications. 

There  are  nearly  300  members 
of  the  Institute  with  underlying 
qualifications  obtained  from  a 
number  of  international  accounting 
institutes. 

The  profession  adheres  to 
International  Auditing  and 
Accounting  Standards  and  oper- 
ates under  Rules  of  Professional 
Conduct  promulgated  bv  the 
Institute.  In  1991,  The  Public 
Accountants  Act  was  introduced 
to  regulate  the  profession  and  it 
established  the  Institute  as  the 
recognized  body  to  monitor  and 
supervise  the  profession. 

AH  of  the  majoj  international 
accounting  firms  have  offices  or 
are  represented  in  The  Bahamas, 
as  well  as  a  number  of  other 
international  and  local  firms. 

With  over  400  licensed  Banks 
and  Trust  Companies  in  The 
Bahamas  and  a  rapidly  growing 
Mutual  Fund  industry,  the 
accounting  profession  is  well 
versed  and  experienced  in  serving 
the  needs  of  this  important 
Financial  Services  Sector  of  the 
Bahamian  economy. 
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formation  and  registration  and  mutual 
fund  and  securities  transactions. 
Together  they  have  made  The  Bahamas 
an  international  banking  center. 
Financial  services,  contributing  1 5%  of 
the  country's  GDP,  is  second  only  to 
tourism  in  The  Bahamas. 

Currently  425  banks  are  licensed  to 
carry  on  business  in  The  Bahamas;  of 
these,  200  international  banks  represent- 
ing 36  countries  actually  have  a  physical 
presence  in  the  country.  The  425  banks 
have  assets  of  $186  billion.  This  is  seri- 
ous money  and  places  The  Bahamas 
among  the  top  ten  banking  centers  of 
the  world. 

Mutual  funds  make 
up  the  fastest-growing 
area  of  financial  ser- 
vices. Regulatory  legis- 
lation enacted  in  1994 
raised  international 
business  confidence  in 
The  Bahamas  and  has 
led  to  mushrooming 
growth.  By  December 
1996,  505  flinds  were 
registered,  up  from 
100  in  1993,  with  $60 
billion  of  assets  under 
management.  More- 
over, the  International 
Business  Companies 
Act  of  1990  has  led  to 
the  registration  of  52,275  entities, 
many  created  for  the  management  of 
mutual  funds. 

While  The  Bahamas  traditionally  has 
attracted  investors  with  its  tax  freedom, 
convenient  location,  political  stability 
and  skilled  workforce,  KPMG  partner 
Greg  Cleare,  a  member  of  the  govern- 
ment-appointed Financial  Services 
Advisory  Committee,  claims  that  new 
reasons  weigh  in  today.  These  include 
legislative  reform  and  the  introduction 
of  safe  legislation,  elimination  of  red 
tape  and  promotional  efforts  overseas. 

The  Bahamas  Government  is  deter- 
mined to  make  itself  even  more  attrac- 
tive to  international  banking  by  keeping 


its  jurisdiction  clean,  reputable,  trans- 
parent and  well-regulated.  It  is  the  first 
offshore  center  to  criminalize  money 
laundering,  a  fact  of  which  Prime 
Minister  Ingraham  rightfully  boasts. 

By  year-end,  Cleare  says.  The 
Bahamas  expects  to  "round  out"  its 
financial  services  by  introducing  a  secu- 
rities exchange.  That  will  enable  The 
Bahamas  to  offer  all  the  services  of  its 
competitors  —  the  Cayman  Islands, 
Guernsey  and  others  —  but  with 
Bahamian  expertise  and  maturity.  The 
Bahamas,  after  all,  has  been  in  the  off- 
shore business  longer  than  most. 


What  Makes  The  Bahamas  Run 

Gross  Domestic  Product  by  Sector 


Other  2% 


Agriculture  &  Fisheries  5%l^^ 
Manufacturing  8% 

Construction  10%~] — 


Financial  Services  15%  | — 


Investment  manager  Larry  Gibson, 
who  chairs  the  Securities  Market  Task 
Force  that  advises  the  government  on  the 
exchange,  believes  The  Bahamas  can  cre- 
ate an  internationally  respected  exchange 
that  will  be  well-regulated  but  without 
the  costly  registration  requirements  asso- 
ciated with  listing,  for  example,  in  New 
York  or  Luxembourg.  "Listings  will  be 
simple,"  he  says,  "and  its  clearance,  set- 
tlement and  trading  systems  will  be  elec- 
tronic and  state-of-the-art." 

Moreover,  local  businesses  will  be  able 
to  tap  into  the  multitrillion-dollar  secu- 
rities capital  market,  according  to  finan- 
cial services  expert  Owen  S-M.  Bethel, 
who  is  also  a  Task  Force  member.  He 
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believes  that  the  exchange  rep- 
resents the  biggest  potential 
the  Bahamian  economy  ever 
w^ill  have  seen. 

Confidence  is  running  high 
throughout  the  financial  ser- 
vices industry,  in  part  because 
the  government  involves  busi- 
ness every  step  of  the  way  in 
reforming  or  creating  legisla- 
tion and  promoting  the  results 
i  to  the  international  market.  Business 
feels  it  has  a  voice  in  the  nation's  policies 
and  an  impact  on  its  direction. 

FLYING  THE  FLAG:   


Maritime  Services 

As  an  island  nation,  The  Bahamas 
has  a  long  maritime  tradition  but  it 
did  not  enter  the  international  shipping 
business  until  21  years  ago.  Since  pas- 
sage of  the  Merchant  Shipping  Act  of 
1976,  The  Bahamas'  flag  registry  has 
grown  from  a  few  vessels  to  nearly  1,500 
ships  and  in  April  was  ranked  as  the 
world's  fourth-largest  fleet. 

At  25  million  gross  tons,  the  registry 
includes  some  of  the  world's  largest  pas- 
senger ships  and  tankers  and  some  of  its 
best-known  names,  including  Exxon 
International,  Carnival  Cruises,  Holland 
America  Line,  Teekay  Shipping  and 
Chevron. 

As  with  its  other  service  industries.  The 


Under  new  owners,  Nassau's  Cable  Beach 
hotels  look  better  than  ever. 


Bahamas'  central  location  and  easy  access 
to  both  the  Americas  make  it  attractive  to 
shipowners.  Its  tax-free  economy  and 
established  banking,  accounting,  legal 
and  insurance  professions  further  sharpen 
that  competitive  edge. 

The  current  expansion  of  The 
Bahamas'  maritime  activities,  according 
to  Nassau-based  shipping  consultant 
Walter  Mitchell,  is  aided  by  the  present 
government's  support  and  enhancement 
of  its  flag  registry  and  by  the  growth  in 
seaborne  trade  of  goods. 

Mitchell  also  points  out  that  some 
shipping  companies  have  been  reluctant 
to  locate  in  The  Bahamas,  because 
instant  telecommunications  links  to  the 
world  are  not  as  reliable  as  the  industry 
requires.  However,  the  government- 
owned  Bahamas  Telecommunications 
Corporation  recently  installed  its 
Bahamas  II  fiber-optic  submarine  cable 
that  connects  New  Providence  Island 


Booming  Bottom  Line 

Review  of  Financial  Services  Industry 

1990 

1993 

1995 

1996 

Banks  and  trusts  operating 

394 

415 

418 

425 

Their  external  assets 
(in  $biliions) 

$164 

$199 

$186 

Registered  mutual  funds 

N/A 

300 

412 

505 

Assets  under  management 
(in  $billions) 

N/A 

$20 

$40 

$55.9 

International  business 
companies  registered 

3,669 

19,399 

38,775 

52,275 

Insurance  companies 

104 

116 

123 

The  following 
Law  Chambers 

^  supported 
this  publication: 


McKINNEY.  BAHCROfT  &  HB6HES 


Chambers 
P.O.  Box  N-3937 
Mareva  House,  4  George  Street 
Nassau,  Bahamas 
Tel:  (242)  322-4195    Fax:  (242)  328-2520 


LENNOX  PATON 


Chambers 
P.O.  Box  N-4875 
Devonshire  House,  Queen  Street 
Nassau,  Bahamas 
Tel:  (242)  328-0563    Fax:  (242)  328-0566 


HIGGS  &  KELLY 


Chambers 
PO.  Box  N-4818 
384  Bay  Street 
Nassau,  Bahamas 
Tel:  (242)  322-75 1 1    Fax:  (242)  325-0724 


HARRY  B.  SANDS  AND  COMPANY 


Chambers 
PO.  Box  N-624 
Fifty  Shirley  Street 
Nassau,  Bahamas 
Tel:  (242)  322-2670    Fax:  (242)  323-8914 
E-mail:  hbslaw.com 
Internet:  http://www.hbslaw.com 


GIBSON  &  COMPANY 


Chambers 
PO.  Box  CB- 1 3442 
Deltec  House,  Lyford  Cay 
Nassau,  Bahamas 
Tel:  (242)  362-4645    Fax:  (242)  362-4649 


PUPUCH  &  TURNQUEST  &  CO. 


Chambers 
PO.  Box  N-8I8I 
308  East  Bay  Street 
Nassau,  Bahamas 
Tel:  (242)  393-3226    Fax:  (242)  393-6807 

PO.  Box  F-42578 
Freeport,  Grand  Bahama 
Tel:  (242)  352-8134    Fax:  (242)  352-5687 


CALLENDERS  &  CO. 


Chambers 
PO.  Box  N-7 1  1 7 
One  Millars  Court 
Nassau,  Bahamas 
Tel:  (242)  322-25 1 1    Fax:  (242)  326-7666 


ALEXlOU,  KNOWLES  &  CO. 


Chambers 
PO.  Box  N-4805 
St.  Andrew's  Court 
Frederick  Street  Steps 
Nassau,  Bahamas 
Tel:  (242)  322-1 126    Fax:  (242)  328-8395 


THE  LAW  CHAMBERS 


Chambers 
Dowdeswell  Street 
PO.  Box  N-8978 
Nassau.  Bahamas 
Tel:  (242)  356-5058    Fax:  (242)  356-7236 


The  key  to 
security. 

Our  key  to  success  is  the  result  of  a 
perfect  combination — performance 
and  security.  To  keep  one  step 
afiead  you  have  to  start  from  a 
secure  case,  and  our  customers  can 
rely  on  a  1 20-yearold  tradition  of 
private  banking.  As  a  high-net- 
v^orth  investor  operating  in  a  fast- 
changing  financial  environment, 
you'llwont  to  protect  your  assets 
against  erosion  without  missing 
opportunities  for  grov/th.  Swiss 
Bank  Corporation  (Overseas)  Ltd. 
excels  not  only  in  performance  and 
service,  but  also  in  risk  control. 
Although  we're  international,  when 
it  comes  to  security,  we  always 
remember  we're  owiss.  Accounts  in 
our  bank  can  be  opened  with  a 
minimum  of  US$200,000 
— or  equivalent  in 
other  assets. 


Swiss  Bank  Corporation 
I  (Overseas)  Limited 
Nassau,  Bahamas 

Your  key  private  bankers- 

Swiss  Bank  House,  East  Bay  Street  Nassau,  The  Bahamas 


The  Making  Of  A  Legend 

/jfelcome  to  Lucayan  Marina  Village  on  Grand 
Bahama  Island  -  an  enclave  of  elegant  homes  in  a 
setting  reminiscent  of  another  time. 

Superb  construction.  Solid  mahogany  and 
hrass  fittings.  All  adjacent  to  world  class  golf,  fi.shing, 
diving,  restaurants  and  a  premier  deep-water  marina. 

Lucayan  Marina  Village  has  owners  from  all 
over  the  world,  island 
ambiance  and  unique 
unmatched  tax  benefits. 

What  are  you  vsaitin.; 
for?  Come  experience  a 
lt'<,;cnd  in  the  m.ikini;. 


LUCAYAN  MARINA  VILLAGE 

R  AND    ?>  A  H  A  M  .^     1  S  L  .A  K  0 

P.O.  B0XF-4i:)-l 
(IR.^ND  BAHAMA  ISLAND,  THE  BAHAMAS 
THONE:  (242)  373-7616  FAX:  (242)  373-7630 
email:  newhope@Kirc!!iet.bs 
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with  Grand  Bahama  Island  and  Florida. 
When  it  becomes  operational  later  this 
year,  both  voice  and  data  communications 
will  improve  and  capability  increase. 

Recognizing  the  worldwide  focus  on 
ship  safety  and  protection  of  the  marine 
environment,  the  Ingraham  Administra- 
tion established  the  Bahamas  Maritime 
Authority  (BMA)  in  1995.  A  public  cor- 
poration, the  Authority  manages  the 
Bahamian  registry,  ensures  safety  and  oper- 
ating standards  of  its  flag  vessels  and  pro- 
vides technical  support  to  flag  shipowners. 
The  BMA  also  enables  The  Bahamas  to 
play  a  more  prominent  role  within  the 
International  Maritime  Organization. 

Transport  Minister  Tennyson  Wells 
reports  that  the  government  has  staffed 
up  BMA's  headquarters  in  London,  will 
open  a  shipping  office  in  New  York  by 
July  1997  and  plans  a  "presence"  in 
Athens  and  Hong  Kong  or  Singapore. 

TAKING  OFF.  . AGAIN: 

Freeport 

Freeport,  Grand  Bahama,  which  lies 
only  70  nautical  miles  east  of  Palm 
Beach,  Fla.,  has  been  called  the  best-kept 
secret  of  the  Western  corporate  world. 
Under  the  unique  Hawksbill  Creek 
Agreement,  the  privately  held  Grand 
Bahama  Port  Authority  (now  the  Grand 
Bahama  Port  Authority  Group  of 
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Companies,  Ltd.)  and  the  Bahamas 
government  agreed  in  1955  that  the  Pori 
Authority  would  develop  a  large  area  of  the 
island  for  industrial  and  commercial  use. 

The  Port  Authority  was  responsible  for 
dredging  a  deepwater  harbor,  building  an 
airport,  roads,  schools  and  hospitals  and 
providing  the  utilities  of  the  community. 
In  return,  it  received  150,000  acres  of 
land  and  the  right  to  grant  business 
licenses  and  certain  tax  benefits  within 
that  area.  Among  the  benefits  for  the 
Port  Authority  and  businesses  licensed  by 
it  are  exemptions  from  taxes  on  real  and 
personal  property,  income  and  capital 
gains,  imports  and  exports. 

The  results  are  visible:  Freeport  has  first- 
class  roads,  the  largest  modern,  privately 
owned  and  operated  airport  in  the  world 
and  generally  excellent  infrastructure. 

After  an  early  rush,  business  activity 
languished  in  the  1970s  and  1980s  as  a 
new  and  indifferent  Nassau  government 
often  blocked  development.  However, 
with  the  Ingraham  Administration, 
Freeport  too  has  turned  around.  Grand 
Bahama  Development  Company 
(DEVCO),  the  Port  Authority's  sales 
and  development  affiliate,  is  successfully 
attracting  large,  international  investors. 

In  1993,  Southern  Energy,  a  sub- 
sidiary of  the  Atlanta-based  Southern 
Company,  the  largest  utility  in  the  U.S., 
bought  50%  of  Freeport 
Power,  the  sole  supplier  of 
electricity  to  Grand 
Bahama.  This  purchase 
marked  the  first  offshore 
venture  for  Southern, 
whose  operating  compa- 
nies today  provide  elec- 
tricity in  four  south- 
eastern U.S.  states  and 
eight  countries  across 
four  continents. 

Another  heavy  investor  in 
Freeport  is  Hutchison  Port 
Holdings  (HPH),  the  port 
operating  division  and 
subsidiary  of  $30  billion. 
Hong  Kong-based 
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I  Hutchison  Whampoa.  HPH  is  the 
j  largest  port  operator  in  the  world 
annually  handles  more  than 
Dne-tenth  of  the  world's  container 
traffic.  In  1995,  HPH  bought 
50%  of  Freeport  Harbor  Company 
and  began  building  a  $78  million 
deepwater  transshipment  container 
terminal.  The  new  terminal 
received  its  first  ship  when  the 
MA^  Merchant  Patriot  called, 
unexpectedly,  in  January  1997. 

Hutchison  is  also  investing  $10 
million  to  modernize  the  cruise- 
^hip  passenger  terminal  at  the 
harbor.  According  to  Transport  Minister 
Wells,  this  should  bring  at  minimum  10% 
annual  growth  to  Freeport. 

But  Hutchison  has  even  greater  plans. 
Hutchison  Port  Properties,  an  HPH  sub- 
sidiary, announced  in  mid-March  that  it 
will  buy  from  the  government  two  hotels 
and  adjacent  land  in  Freeport.  It  has  also 
agreed  to  buy  a  third  nearby  hotel  from  a 
private  owner  and  will  redevelop  the  prop- 
erties into  a  1 ,200-room  resort  with  a  casi- 
no and  golf  courses.  Moreover,  through 
Freeport  Harbor  Co.,  HPH  exercised  an 
option  on  April  5  to  acquire  50%  owner- 
ship of  the  nearby  International  Airport. 
HPH  plans  to  combine  the  harbor, 
Container  Port  and  airport  into  a  massive 
S,nOO-acre  complex  that  will  include  an 
industrial  development  zone. 

DEVCO  is  developing  a  $20  million 
oceanfront  residential  project  in  a  joint  ven- 
ture with  Bovis,  an  international  developer 
and  a  subsidiary  of  the  Peninsula  &  Oriental 
Steam  Navigation  Company  (P&O).  Bovis 
currently  manages  more  than  $6  billion  in 
projects  worldwide.  DEVCO  also  plans  a 
yacht  and  tennis  club  with  220  condomini- 
um units  and  two  financial  centers. 

Already  under  way  is  New  Hope 
Holding  Company's  $85  million  Lucayan 
Marina  Village.  When  complete,  this  art- 
fiilly  designed,  colonial-styled  community 
will  have  200  town  houses  and  apartments, 
shops,  restaurants,  sports  clubs,  a  financial 
center  and  a  200-slip  marina.  Its  marina 
opened  in  1995,  followed  by  its  Pelican 


New  and  rebuilt  marinas,  hotels  and  industries 
are  reviving  Grand  Bahama  Island. 

Bay  Hotel  in  1996.  Construction  of  18 
town  houses  is  nearly  complete. 

Four  additional  hotels,  two  financial  cen- 
ters, a  luxury  housing  development  and  an 
oceanfront  condominium  project  are  being 


discussed  by  other  developers. 

In  industry.  Dart  Industries' 
Polymer  International  is  build- 
ing a  $45  million  plant  to  make 
polystyrene  plastic  items.  BHI- 
CAM  Ltd.,  an  engineering  and 
construction  company,  is  fabri- 
cating heavy  steel  storage  tank 
and  crane  girder  structures. 
Bradford  Marine,  a  world 
leader  in  the  service  and  repair 
of  mega-yachts,  plans  a  facility 
for  vessels  up  to  200  feet. 

"Freeport,"  says  a  thrilled 
Port  Authority  Chairman 
Edward  St.  George,  "really  is  on  the  move." 

Mary  Ramond,  president  of  Caribbean 
Business  Development  in  New  York,  writes 
frequently  about  countries  of  the  Caribbean. 


A  popular  and  high-quality  shipping  register  which 
seeks  to  serve  the  needs  of  the  responsible  owner 
Based  in  an  independent  country  with  a  stable  political 
environment,  a  sound  legal  framework  and  a  respected 
judicial  system 

Staffed  by  experienced  professionals 
Committed  to  the  safety  of  ships  and  seafarers,  the 
protection  of  the  marine  environment,  and  the  needs  of 
the  maritime  community 
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An  office  in  New  York  will  be  opening  shortly. 
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Tom  Siebei  dealt  pieces  of  Siebel  Systems 

to  some  big  customers.  Funny  how  they've  helped 

his  company  become  a  smash  hit. 

The  hardwinng 
of  a  salesman  . 


By  Josh  McHugh 


Siebel  Systems 
founder 
Tom  Siebel 
"We're  gonna 
do  business." 
Read:  You  will 
be  assimilated. 


"Imagine  a  race  of  beings  possessed 
of  one  mind,  driven  by  one  will, 
intent  on  one  purpose.  ..." 

Star  Trek  talk.  It  refers  to  die  Borg, 
a  hivelike  civilization  of  automatons 
bent  on  galactic  domination.  The 
Borg  "assimilates"  its  human  victims, 
implanting  them  with  circuitry  that 
turns  them  into  drones  directed  by 
the  Borg's  centralized  group  mind. 

A  San  Mateo,  Calif  company  with 
some  sophisticated  software  and  a 
knack  for  insinuating  itself  into  other 
companies'  business  plans  is  prosper- 
ing by  bringing  a  similarly  single- 
minded  approach  to  corporate  sales. 
Siebel  Systems  pulled  in  $39  million 
in  revenues  in  1996,  up  from  $8  mil- 
lion the  year  before.  Even  though  its 
stock  is  off  45%  from  its  high  in 
December,  the  company's  market 
capitalization  is  still  $560  million. 

What  makes  Siebel  Systems  worth 
14  times  revenues.''  Powerful  sofhvare 
that  totally  dominates  its  customers' 
marketing  departments.  The  soft- 
ware, which  costs  up  to  $6,000  per 
salesman,  lets  squadrons  of  them  act 
as  a  single  efficient  entity,  constantly 
accessing,  analyzing  and  acting  on  a 
centralized  collection  of  detailed 
information  about  customers  and 


competitors.  Suppose  you're  one  of  a 
tag  team  of  eight  selling  computers 
to  Chrysler.  The  software  tells  you 
who  your  teammates  have  already 
talked  to,  who  makes  the  purchase 
decisions  (and  who  the  lackeys  are), 
what  your  products'  features  and 
prices  are  and  how  close  you  are  to 
closing  the  deal  (initial  contact,  oral 
commitment,  written  commitment). 
It  also  keeps  you  up-to-date  on  your 
other  accounts  and  sales  quotas. 

Discount  broker  Charles  Schwab 
&  Co.  says  Siebel's  software  helps  its 
brokers  predict  more  accurately  what 
kinds  of  investments  their  clients  will 
want.  With  the  time  Schwab's  bro- 
kers save  by  not  having  to  pump  the 
clients  for  information,  they  make 
three  times  as  many  sales  calls. 

Networking  giant  Cisco  Systems, 
looking  to  juice  up  its  sales  produc- 
tivity, armed  more  than  1 ,000  of  its 
salespeople  with  Siebel  sofhvare. 

Founder  and  Chief  Executive 
Thomas  M.  Siebel,  44,  a  steely-eyed 
alumnus  of  database  software  jugger- 
naut Oracle  Corp.,  expresses  the 
theory  behind  his  software  curdy:  "If 
I  can  answer  your  questions,  we're 
gonna  do  business." 

Siebel  also  figured  that  anyone 


who  owned  a  piece  of  his  business 
would  have  an  incentive  to  see  him 
do  well.  Take  Siebel  Systems'  deal 
with  Charles  Schwab  &  Co.  Tom 
Siebel  and  Charles  Schwab,  the  man, 
got  together  in  the  fall  of  1994  to 
talk  business.  Schwab  came  away  with 
a  seat  on  Siebel's  board  and  a  per- 
sonal stake  of  2.5%  of  Siebel's  stock, 
recently  worth  $14  million.  Today, 
more  than  4,000  of  Schwab's  brokers 
use  Siebel  software  to  access  and  ana- 
lyze data  on  customers'  trading  pro- 
files and  account  histories  while 
making  their  sales  pitches. 

Andersen  Consulting  was  Siebel's 
next  target.  Andersen  rewrote  its 
bylaws  in  1995  so  that  George  Sha- 
heen,  Andersen's  managing  partner, 
could  join  Siebel's  board.  The  con- 
sulting company  took  a  10%  stake  in 
Siebel,  and  now  recommends  Siebel's 
automation  programs  to  Andersen's 
clients.  Today  Andersen  employs 
300-plus  technicians  whose  sole  task  , 
is  to  install  Siebel  software  for  Ander- 
sen clients.  ; 

In  March  Siebel  agreed  to  push  ■ 
Compaq  Computer  Corp.  servers  i 
and  laptops  as  the  equipment  of  | 
choice  for  running  Siebel  software.  \ 
Compaq,  in  turn,  outfitted  its  sales 
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reps  with  Siebel  software  and  agreed 
to  collaborate  with  Siebel  when  its 
engineers  design  new  hardware. 

Tom  Siebel  has  a  master's  degree 
in  computer  science  from  the  Uni- 
versity of  Illinois,  but  he  is  all  sales- 
man. He  joined  Oracle  in  1984  and 
immediately  started  beating  every 
quota  that  Lawrence  Ellison  came  up 
with  for  him. 

By  the  time  he  became  the  general 
manager  of  Oracle's  direct  marketing 
division  in  1989,  Siebel  realized  that 
salesmen  were  wasting  a  lot  of  their 
time  in  two  ways:  revisiting  the  pref- 
erences, needs  and  basic  information 
of  every  customer  or  potential  cus- 
tomer who  called,  and  searching  for 
answers  to  questions  about  things  like 
pricing,  availability  and  competitors' 
products. 

Siebel  grabbed  a  couple  of  pro- 
grammers and  set  to  work  on  soft- 
ware that  would  eliminate  the  time 
w  asted  on  taking  down  information 
more  than  once  and  looking  up 
answers.  The  software  worked  so  well 
that  he  was  quickly  promoted. 

In  1991  Siebel  left  Oracle  to  join 
multimedia  software  maker  Gain 
Technology  as  chief  operating  officer. 
Two  years  later  Siebel  had  become 


chief  executive  and  engineered  Gain's 
acquisition  by  database  software 
maker  Sybase  Inc.  Out  of  a  job  and 
sitting  on  his  share  of  the  $60  million 
Gain  sale,  he  founded  Siebel  Systems. 

Siebel  was  far  fi"om  the  typical  soft- 
ware startup,  which  begins  with  soft- 
ware written  by  an  inventor/founder 
who  stays  up  all  night  debugging. 
Instead,  Siebel  spent  six  months  look- 
ing for  management  and  doing  market 
research  before  a  line  of  code  was 
typed.  Salesman  first  and  foremost,  he 
hired  engineers  to  write  the  thing. 

When  it  was  time  to  write  the  soft- 
ware, Siebel  brought  in  William 
Edwards,  who  had  run  the  280- 
person  engineering  department  at 
document  software  company  Frame 
Technology  Corp.  Guided  by  his 
market  research,  Siebel  gave  Edwards 
a  few  directives:  Make  the  software 
work  as  well  for  a  5,000-person  sales 
force  as  for  a  500-person  one;  make 
it  work  in  several  languages  and  cur- 
rencies; make  it  customizable,  so  that 
the  same  software  that  works  for  a 
computer  company  will  work  for  a 
shipping  company. 

For  example,  if  a  salesman  tells  his 
software  that  he  is  making  a  sales  call 
in  Berlin,  the  software  activates  a  sub- 


salesman  next  indicates  he  is  calling 
Tokyo,  the  dollars-to-marks  subpro- 
gram is  deactivated  and  a  dollars-to- 
yen  "object"  whirls  into  action. 

Siebel,  who  spent  his  formative 
years  at  Shattuck  Military  Academy  in 
Minnesota,  rises  at  4:30  every  morn- 
ing to  work  out  and  check  his  E-mail 
before  heading  to  work.  Most  fast- 
growing  software  companies  are  a  bit 
disheveled:  empty  computer  boxes 
piled  in  hallways,  offices  littered  with 
soda  cans  and  pizza  crusts,  college- 
age  programmers  in  T  shirts  and 
ripped  jeans. 

Not  Siebel.  In  the  company's  new 
building  in  San  Mateo,  the  halls  are 
empty.  You  notice  three  developers — 
a  woman  and  two  men  with  tucked- 
in  dress  shirts — conferring  quietly  in 
a  tidy  cubicle.  Edwards'  desk  is  empty 
except  for  two  neat  stacks  of  paper 
and  a  telephone. 

Catchphrase  at  the  company:  "Press 
down  hard,  here's  your  copy."  Mean- 
ing: We're  here  to  close  the  deal. 

"Some  companies  are  engineering- 
driven,"  Edwards  sighs.  "This  com- 
pany is  marketing-driven."  For  sure, 
it  is  driven.  H 
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YOU'LL 
FIND  US 
ON  TOP. 


IN  THE 
WORLD  OF 
DOCUMENT 
SYSTEMS, 


you  to  a  world  of  syste 
solutions  more  advanced  than  you  m\g 
have  imagined.  Everything  from  digi" 
systems  that  connect  document  processii 
to  your  network,  to  America's  number  oi 
copier  company  1 5  years  running.* 

And  while  others  may  try  to  impre 
you  with  their  name,  we  use  technologic 
leadership  to  make  our  point.  Take  tl* 
NP  6085,  for  instance.  A  high-volurr 
copier  that  introduces  both  centr 
reproduction  and  departmental  users  to 


W7  Canon  U.SA.  Inc. 


AND 
AT  THE 
EDGE. 


new  level  of  productivity.  And  the  GP200F, 
ihe  most  advanced  digital  solution  yet  for 
lopying,  printing,  faxing  and  scanning 


Jirectly  on  your  network.  Advanced 
Systems  the  competition  would  prefer  you 


lot  know  about. 


So  if  you're  looking  for  the  right 
solution  for  your  office,  look  a  little  further 
\nd  a  little  higher  For  more  information,  call 
-800-OK-CANON  anytime,  or  visit  us  on 
he  Web  at  http://www.usa.canon.com. 


Source:  Dataquest 

A  Gartner  Group  Company 
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Good  management  of  subordinates  is  an  art.  Can  it  be  made  into  a  science? 
A  UCLA  professor  is  exploring  the  possibilities. 

Who's  mentoring  whom? 


By  Tim  W.  Ferguson 

Maybe  the  underling  hanging 
around  the  watercooler  is  your  most 
valuable  asset  after  all.  On  the  other 
hand,  the  in-your-face  manager 
you've  got  whipping  the  troops  into 
shape  may  be  doing  more  blocking 
than  tackling. 

How  would  you  know?  Perhaps 
because  you  stay  in  close  touch  with 
your  subordinates  and  have  good 
instincts.  But  if  you  are  not  endowed 
with  these  talents,  there  may  be 
another  way.  Get  an  expert  to  scien- 
tifically analyze  your  staff. 

Isn't  good  management  more  art 
than  science.''  Is  management  some 
thing  you  can  reduce  to  scientific 
measures?  To  a  surprising  degree, 
the  answer  to  the  second  question  is 
yes,  according  to  some  academic 
researchers  who  arc  applying  social - 
network  analysis,  a  decades-old  disci- 
pline, to  the  workplace.  A  leader  in 
the  field  is  Karen  Stephenson,  a  45- 
year-old  assistant  professor  at  ucla's 
Anderson  School  of  Management. 
She  uses  surveying,  which  can  be 
backed  up  by  telephone  or  comput- 
er logs,  to  show  who  is  dealing  with 
whom  in  an  organization — the  "hot 
spots."  These  signal  the  "entrusted 
relationships"  that  she  believes  are 
critical  to  amassing  knowledge  capi- 
tal and  generating  innovation. 

A  firm's  organizational  chart  will 
tell  you  about  authority.  It  doesn't 
always  show  how  things  get  done  or 
created.  You  know  the  rules,  but  you 
don't  know  the  ropes.  For  that,  you 
need  a  map  to  the  network,  the  cor- 
responding informal  structure  that  is 
usually  invisible.  Wlio's  mentoring 
whom?  Or,  in  Stephenson's  words: 
Who  are  the  hubs,  the  gatekeepers 
and  the  pulse  takers?  They  are  piv- 
otal, but  they  may  not  be  high  on 
the  organizational  chart. 

When  the  answers  are  displayed  in 
graphical    form,    says  Professor 


Karen  Steplienson  of  UCLA 

"You're  looking  at  an  organization 

from  50,000  feet.  You  see  things." 


Stephenson,  "you're  looking  at  an 
organization  from  50,000  feet.  You 
see  things."  For  instance: 

■  One  aerospace  giant  learned  that  a 
procurement  staffer  three  layers 
below  the  divisional  hierarchy  was  an 
informal  "personnel  department." 
She  was  assessing  colleagues'  compe- 
tencies and  matching  them  to  the 
right  jobs  or  directing  them  to 
appropriate  training.  Stephenson's 
work  helped  to  identify  this  shadow 
leader.  The  woman  got  rewarded. 

■  A  midlevel  university  administrator 
with  personal  problems  was,  as  a 
control  mechanism,  letting  work  col- 
lect on  his  desk,  thus  keeping  it  out 
of  others'  hands.  He'd  taken  up  with 
a  clique  of  grousers  who  reinforced 
his  negative  aura.  The  surprising 
solution?  A  promotion  (it's  hard  to 
fire  in  acatiemia).  That,  Stephenson 
says,  "disabled"  him  from  his  nega- 
tive support  group  and  also  removed 


Failure  to  communicate 

When  Karen  Stephenson  surveyed 
staffers  of  the  Los  Angeles  . 
Philharmonic  on  how  they  interact-  ' 
ed,  a  glaring  gap  appeared  between  ^ 
two  departments — development 
and  marketing — that  ought  to  work 
closely.  The  mapped  responses 
(each  dot  is  a  person,  each  line  a 
"handoff")  showed  that  when  it 
came  to  putting  together  new  pro-  ^ 
grams,  the  two  units  weren't  con- 
necting, and  as  a  result  recruited 
sponsors  were  being  left  out  of  pro- 
motional copy.  Stephenson  warns: 
"Mapping  programs  are  a  dime  a 
dozen.  What's  hard  is  the  science 
that  makes  the  visualization  easy 
to  use." 
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him  as  a  bottleneck. 
■  The  Los  Angeles  Philharmonic 
orchestra,  dependent  on  donor 
goodwill,  upset  some  sponsors 
because  their  names  weren't  show- 
ing up  in  the  printed  programs.  The 
reason  became  clear  in  Stephenson's 
electronic  graphs:  The  development 
and  marketing  staffs  simply  didn't 
listen  to  each  other  about  new  proj- 
ects (see  diagram).  One  likely  cause: 
The  marketers  were  15 -year  veter- 
ans, for  the  most  part,  and  older 
than  the  development  staffers.  (The 
analysis  codes  these  and  other  per- 
sonal characteristics.)  A  committee 
was  appointed  to  force  the  two  sides 
to  get  more  acquainted. 

Presently,  this  kind  of  shadow 
organizational  chart  is  available  only 
through  consultants.  Within  a  year, 
however,  Stephenson  and  a  Nor- 
wegian high-tech  financier,  Svein 
Hana,  aim  to  take  network  analysis 
and  turn  it  into  a  shrink-wrapped 
software  tool. 

The  software  would  walk  users 
through  the  surveying  and  could 
allow  for  automated  input  (like  E- 
mail  traffic).  Then  it  would  generate 


Development 


graphical  outputs  that  Stephenson 
now  does  by  hand,  using  programs 
such  as  Microsoft's  PointCast.  The 
trick  is  in  getting  the  graphs  to  mean 
something  to  a  nonexpert. 

Stephenson's  work  aims  to  make  it 
easier  to  identify  the  quiet  wonders 
who  make  a  place  tick  but  don't  get 
the  glory.  It  also  acts  to  distinguish 
them  from  mere  busybodies  or 
know-it-alls  who  tie  up  the  workings 
of  an  organization.  How  does  it 
manage  that.>  By  distinguishing  one- 
way from  two-way  communications 
(the  busybody  is  rarely  asked  for 
advice)  or  by  noting  where  informa- 
tion trails  seem  to  end. 

Social -network  analysis  feeds  off  a 
discipline  known  as  graph  theory, 
which  has  applications  in  communi- 
cations webs,  transportation,  crimi- 
nal fraud  detection  and  public 
health.  One  of  Stephenson's  early 
assignments:  tracking  the  spread  of 
the  AIDS  virus.  So  there  is  a  mathe- 
matical flavor  to  this  work — mixed 
with  large  doses  of  biology  and 
anthropology.  Stephenson's  Ph.D., 
from  Harvard,  is  in  the  latter  subject. 

The      anthropologist  shows 


through  in  Stephenson's  frequent 
references  to  tribal  instincts — us-ver- 
sus-them  feelings.  Breaking  down 
these  barriers  is  key  to  innovation. 
Natural  affinity  groups  are  fine  for 
smooth  and  quick  accomplishment 
of  defined  tasks,  she  says,  but  a  wide 
variety  of  inputs  is  better  for  break- 
ing molds.  That's  why,  she  believes, 
family  firms  are  slow  to  change.  It 
also  explains  why  homogeneous  cul- 
tures such  as  Japan's  trail  in  innova- 
tion: "There  is  no  just-in-time  inno- 
vation. The  secret  of  innovation  is  in 
its  unruliness  and  unpredictability." 

Stephenson  joined  UCLA  in  1990 
and  teamed  up  with  human 
resources  specialist  David  Lewin, 
whom  she  describes  as  a  "tribal 
elder."  Together  they  have  amassed  a 
client  roster  that  includes  banks,  air- 
lines, biotech  companies  and  the  Los 
Angeles  Police  Department. 

Herbert  Furch,  an  executive  at 
Austria's  VA  Tech,  an  engineering- 
services  giant  spun  off  by  the  gov- 
ernment, retained  Stephenson  a  year 
ago.  When  VA  Tech  was  privatized, 
he  says,  units  sought  to  decentralize 
rapidly.  Later,  the  company  deter- 
mined that  some  recentralization 
was  needed  for  global  competitive- 
ness, but  it  seeks  to  attain  that 
through  the  informal  structure 
instead  of  the  hierarchy. 

Allen  Barnes,  provost  of  IBM's 
Advanced  Business  Institute,  began 
working  with  Stephenson  in  the 
early  1990s  as  the  parent  firm  was 
building  its  management  consulting 
practices.  In  reengineering  compa- 
nies, he  says,  you  want  to  "make  sure 
you  haven't  somehow  hobbled  the 
key  route  in  which  communication 
happens,  and  thus  the  means  to  a 
faster  work  flow." 

Stephenson,  whose  academic  career 
followed  15  years  of  corporate  work  in 
Utah,  drew  on  theoretical  work  in 
networks  by  Frank  Harar}',  a  noted 
mathematician,  and  by  Linton 
Freeman  of  the  University  of 
California,  Irvine.  Thomas  Allen  of 
MIT  pioneered  practicing  the  concepts. 
IBM  is  putting  Stephenson's  handi- 
work to  use,  and  other  consultancies 
are  scrambling  to  get  into  the  act. 

Networldng  graphs  won't  replace 
smart  managers,  but  they  will  make 
smart  managing  a  little  easier.  H 
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INSIGHTS 


Web  cheetahs  and  Web  hippos 


W  PETER  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
PeterWHuber@MSN.com 
His  home  page  is 
http://www.phuber.com/ 
huber/home.html 


Can  you  makh  money  on  the  VVeb.^  It 
depends  on  whether  you  seek  the  cheetah,  the 
hippo  or  the  cow. 

The  cheetah  hunts.  He  pursues  a  single, 
specific  target,  selected  before  the  chase 
begins.  He  runs  in  a  straight  line  and,  despite 
his  great  speed,  covers  little  ground.  He  is  a 
narrow-bandwidth  boast. 

The  Web  is  already  a  very  happy  hunting 
ground  for  transactional  carnivores  like  chee- 
tahs. E-mail  and  electronic  checks  fly  straight 
and  narrow.  If  you  know  the  titles  of  books  or 
CDs  you  want  to  buy,  there's  no  quicker  way 
to  buy  them  than  on  www.amazon.com  or 
www.cdnow.com.  You  can  chase  down  a  plane 
connection  at  www.ual.com,  among  other 
places,  or  update  a  portfolio  of  stock  prices  at 
www.intuit.com. 

Transactional  services  are  already  prosper- 
ing because  they  cut  costs  or  facilitate  connec- 
tions. Elxisting  phone  lines  offer  enough 
bandwidth  to  support  straight  chases  like 
these.  The  serious  modern  hunter  looks  on- 
line before  he  looks  anywhere  else. 

The  hippo  is  a  ciifferent  beast  entirely.  You 
won't  spot  him  sprinting  across  the  Screngeti 
Plain.  Instead,  he  lumbers  from  here  to  there, 
browsing  on  bushes  and  shrubs  as  he  finds 
them.  He  covers  a  good  bit  of  real  estate 
because  he  craves  variety  in  his  greens.  A 
medium-band  beast. 

Netscape  notwithstanding,  today's  Web  is 
no  good  at  all  for  browsers.  The  young  male 
is  the  main  exception:  He  has  the  hormones 
of  a  hunter,  but  still  spends  much  of  his  time 
in  hopefi.ll  wandering,  much  of  it  in  search  of 
sex.  But  few  other  mammals  thrive  on  the 
browsing  hippo's  diet.  It  makes  sense  to  hunt 
down  a  specific  article  over  a  phone  line.  For 
most  people,  it  doesn't  yet  make  sense  to 
browse  through  a  general  interest  magazine 
delivered  in  digital  form.  The  connections  are 
still  way  too  slow. 

That's  changing.  ISDN  lines,  now  widely 
available,  boost  the  bandwidth  over  ordinary 
phone  lines  by  a  factor  of  four  or  five.  With 
ISDN  you  can  flip  through  the  pages  of  the  on- 
line version  of  Forbes  (www.forbes.com)  as 
fast  as  you  con  scroll  through  a  document  on 
a  word  proc".S'':c:r.  When  you  get  to  the  poetry 


page  m  Marr 


•v.siate.com),  an  ISDN  line 


serves  up  a  good,  -njin  -th  reading  of  the 


poem  by  its  author.  At  that  speed  the  possibil- 
ities of  on-line  browsing  begin  to  look  more 
interesting. 

But  still  not  to  cows.  Cows  graze.  They 
inhale  their  grass,  uncritically,  in  massive 
quantities,  in  the  blandest  of  pastures.  They 
are  high-bandwidth,  low-cal  beasts.  They  are 
bred  for  television. 

The  Web  doesn't  yet  interest  bovine  herbi- 
vores at  all.  It  won't  until  bandwidth  goes  up 
another  hundredfold  at  least.  That  will  require 
cable  modems,  digital  satellites,  digital  TV 
bands  or  an  entirely  new  generdtion  of  broad- 
band phone  lines.  Wide  access  to  those  tech- 
nologies is  two  years  away.  For  now  the 
grazer-oriented  TV  establishment  can  ignore 
the  Web  entirely.  But  even  cows  like  to  play  a 
bit  with  their  food.  Remote  controls  are  pop- 
ular. When  they  arrive  at  last,  high-speed  Web 
terminals  will  surely  absorb  the  entire  domain 
of  broadcasting. 

Countless  Web  ventures  have  failed  because 
they  didn't  grasp  the  fundamental  differences 
that  separate  hunter,  browser  and  grazer. 

Cows  graze.  They  are  high- 
bandwidth,  low-cal  beasts. 
They  are  bred  for  television. 


Advertisements  designed  to  motivate  the 
grazing  cow  (no  mean  feat,  that)  repel  chee- 
tahs. But  when  a  cheetah  sets  out  to  seize  on- 
line information  about  your  product,  you  cer- 
tainly want  him  to  find  it.  Older  folk  with 
money  to  spend  hunt  by  day  and  graze  at 
dusk;  they  have  little  time  for  low-grade 
browsing  on  narrow- band  lines.  Newspaper 
moguls  were  surprised  to  learn  that  few 
people  would  buy  their  print  editions  over 
phone  lines,  and  many  are  now  convinced  that 
the  Web  will  never  challenge  paper  media.  But 
classified  ads  and  ;novie  listings  are  already 
moving  on-line,  and  news  reports  will  follow 
as  line  capacities  expand. 

The  leading  intiicator  for  prosperit}'  on  the 
Web  is  bandwidth — the  speed  at  which  Web 
connections  transmit.  And  bandwidth  is  now 
increasing  fast.  There's  enough  to  feed  the 
cheetahs  already.  The  hippos  will  follow 
before  long.  Even  the  cows  will  come  home, 
just  as  soon  as  the  trail  to  home.com  gets 
broad  enough.  ■■ 
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SalesLogix 


:S  A  TRUE  SALES  AUTOMATION  TOOL 

THAT'S  AS  EASY  TO  USE  AS  ACT!  '  •  f  f  V: 
I.'  .      ■  I  OUGHTA.KNOW." 


Pat  Sdlivan  is  Prmdcnt  and  CEO 
oj  SakiLogLX  Corp.  B4ore  launch- 
ing SalesLogix,  Pat  was  co-joundtr 
and  CEO  of  Contact  Sojtware  Intl. 
the  oriomcd  dcvehpcr/marketer  oj 
ACT!  and  creator  ojthc  contact 
management  ca tego ry. 


lag* 


Along  with  an  airav  oj  contact 
management jcaiurcs,  you  get 
sales  aitiomation  ihat\ caiily 
customized  to  worli  the  way  you 
do.  You  can  manage  accnunts,  move 
deals  through  the  pipeline,  even 
synchronize  data  via  the  Inici  net. 


"Ever  wonder  why  they  call  it 
)ales  Force  Automation  software? 

Because,  until  now,  you  had  to 
orce  your  sales  people  to  use  it. 

Sales  people  hate  the  whole 
dea  of  sales  automation.  And  they 
lespise  most  SFA  software.  They'd 
ather  just  keep  on  using  a  simple 
ontact  manager  like  ACT!' 

Which  makes  me  smile  because, 
is  you  can  see  from  the  blurb  at 


the  top  of  this  page,  1  had  a  lot  to  do 
with  its  development  and  success. 

So  it  won't  surprise  you  that 
SalesLogLx"'  looks  and  feels  much 
like  ACT!  But  you'll  be  amazed  that 
a  system  this  easy  to  use  gives  you 
the  power  to  transform  a  bunch  of 
mavericks  into  a  cohesive  team. 

Your  sales  force  won't  just  use 
SalesLogix.  They'll  love  it. 

And  so  will  you.  Because,  m 


addition  to  being  affordable,  it 
delivers  all  the  automation  you've 
been  craving,  including  sales 
forecasting,  graphical  customized 
reports,  group  scheduling  and  the 
ability  to  share  data  across  your 
entire  sales  organization. 

For  a  free  demo  disk  introducing 
the  next  generation  of  sales  soft- 
ware, act  now.  Call  800-540-7092 
or  visit  www.saleslogix.com." 


SALES 
LOGIX 


PARAMHERS 


A  dealmakei^'s 
shopping  list 


BY  AMOREW^  KESSLER 


Andy  Kessler 
(akessler@velcap.com) 
is  a  general  partner  of 
Velocity  Capital 
Management,  a  tech- 
nology and  communi- 
cations investment 
company  in  Palo  Alto, 
Calif. 


So  Forbes  is  in  the  mergers  and  acquisitions 
business?  In  the  previous  issue  a  senior  editor 
proposed  combining  Compaq  and  Digital 
Equipment  Corp.  I  have  my  own  little  list  of 
takeover  proposals.  They  range  from  the  plau- 
sible to  the  merely  flippant.  But  Fm  making  a 
serious  point  here:  The  communications  and 
computer  industries  are  going  to  see  a  slew  of 
mergers  in  the  next  several  years,  anci  a  lot  of 
them  will  surprise  you.  The  technology  is 
changing  so  fast  that  companies  have  to  con- 
stantly rethink  what  business  they  are  in. 

So  here  are  a  few  out-of-the-box  merger 
icieas  for  the  investment  bankers  to  chew  on. 

AT&T  buys  Tele-Communications,  Inc.  You 
might  recall  that  Bell  Atlantic  tried  to  buy 
John  Malone's  TCI  four  years  ago.  The  deal 
didn't  come  off,  probably  because  of  rate 
deregulation  and  Bell  Atlantic's  realization 
that  TCl's  valuation  had  peaked. 

So  why  would  AT&T  be  interested?  For  one 
thing,  Malone's  company  is  a  lot  cheaper  now. 
More  important,  AT&T  is  sick  of  paying  40% 
of  its  long-distance  revenues  to  local  tele- 
phone companies  (like  Bell  Atlantic)  for  access 
to  people's  phones.  That  was  one  reason  it 
paid  lavishly  to  get  McCaw  Cellular.  It's  why 
TCi's  cables  t?o  10-million-plus  homes  may 
prove  quite  valuable.  Those  cable  lines  could, 
in  principle,  carry  phone  calls  or  Internet  data. 

Synergy?  AT&T  spends  $1  billion  a  year  on 
advertising.  By  owning  TCI,  it  can  fill  late 
night  cable  with  AT&T  ads  for  free. 

Intel  buys  ScoM.  Intel  has  discovered  that 
every  time  the  cost  of  connecting  PCs  goes 
down,  its  sales  of  microprocessors  go  up. 
The  strategy  here:  buy  3COM,  picking  up 
U.S.  Robotics  (merger  pending)  in  the  bar- 
gain, then  give  away  Scom's  networking 
cards  and  Robotics'  modems.  Put  'em  in 
cereal  boxes  if  you  have  to.  Intel  then  cleans 
up  on  Pentium  sales. 

Cisco  buys  Lucent.  I  think  of  this  as  a  defen- 
sive play,  responding  to  the  Intel/3cOM  deal. 
According  to  my  theory,  Intel  is  going  to  be 
giving  away  network  cards  and  giving  terrific 
discounts  on  switches  and,  soon  enough, 
routers.  This  is  trouble  for  Cisco  Systems, 
which  makes  almost  all  of  its  fabulous  profits 


from  routers.  Note  that  Cisco  is  heading 
toward  delivering  voice  connection  over  data 
networks,  and  Lucent  is  already  delivering 
data  over  voice  networks.  Merging  the  two 
technologies  would  create  a  communications 
powerhouse. 

Microsoft  bids  $10  a  share  for  Apple.  I  call 
this  a  takeunder:  You  offer  a  negative  premi- 
um for  a  weak  company  and  shareholders  go 
along  because  they  abruptly  readjust  their 
view  of  what  their  company  is  worth. 

At  $10,  Apple  Computer  would  cost 
Microsoft  $2.2  billion,  including  assumed 
debt.  This  is  only  5  times  what  Microsoft  paid 
for  WebTV,  a  nice  little  firm,  but  one  with 
scarcely  a  basis  point  of  Apple's  revenues.  At  a 
low  enough  price,  even  Apple  is  a  buy. 

Now  what?  Microsoft  distributes  the  cash 
on  Apple's  balance  sheet  to  Apple  employees 
with  their  pink  slips.  It  sells  the  Apple  brand 
name  to  Kodak,  the  factories  to  Canon  (which 
has  coveted  them  for  years)  and  the  Newton 
product  line  to  Texas  Instruments,  which 
folds  it  into  its  Speak  &  Spell  group. 
Microsoft  immediately  announces  Mac98, 
which  is  really  the  Mac  graphical  interface  on 
top  of  Win98. 

AT&T  spends  $1  billion  a  year 
on  advertising.  By  owning 
TCI,  it  can  fill  late  night 
cable  with  AT&T  ads  for  firee. 


Time  Warner  buys  Tahoo,  Excite,  Lycos, 
Infoseek  and  any  other  Internet  search  compa- 
ny that  happens  to  be  public.  Expensive?  Sure, 
but  peanuts  compared  with  the  money  that 
Time  Warner  has  spent,  or  is  going  to  spend, 
on  its  Pathfinder  Web  site.  Now  it  finally  gets 
what  it  is  after:  If  you  search  for  Brad  Pitt, 
People  magazine  comes  up;  for  Barry  Bonds, 
Sports  Illustrated  comes  up. 

GM  buys  Dell.  If  Dell  Computer  Corp.  can  sell 
$2,500  PCS  with  overnight  delivery,  why  not  sell 
$20,000  cars  with  driveway  drop-off?  Come  to 
think  of  it,  with  the  companies'  market  values 
headeci  the  way  they  are,  it's  probably  going  to 
be  more  feasible  for  Dell  to  buy  CM. 

Fidelity  buys  Netscape.  There's  no  better 
way  for  it  to  get  50  million  customer 
prospects  for  its  on-line  fiand  marketing  than 
by  having  its  name  on  every  browser.  I  figure 
that,  to  pull  this  off,  Fidelity  will  get  into  a 
bidding  war  with  Charles  Schwab  &  Co.  This 
is  good.  It  will  goose  the  performance  of  all 
the  Fidelit)'  growth  fijnds  that  own  Netscape. 
That  will  make  Fidelity  a  hot  fiand  family  once 
again,  bringing  in  billions  in  new  assets.  WM 
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58.  The  Men's  Store  at  Saks  Fifth  Avenue 

www.dreamshop.com/saksfifthavenue 

59.  Trans  World  Airlines 

60.  Westin  Hotels  &  Resorts 


61.  The  Bahamas  Electricity  Corporation 

62.  The  Bahamas  Institute 

of  Chartered  Accountants 

63.  Bahamas  Maritime  Authority 

64.  Bahamas  Investment  Authority 

65.  Bahamas  Telecommunications 
Corporation 

66.  Chase  Manhattan  Private  Bank 

67.  Grand  Bahama  Development  Company 

68.  Law  Chambers 

69.  Lucayan  Marina  Village 

70.  Swiss  Bank  Corporation  (Overseas)  Ltd. 

*  Calls  Only 
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Forget  marijuana.  What  we  really  need  is  more  morphine, 

more  doctors  who  understand  it— and  less  meddling  by  authorities. 

The  morphine  myth 


By  Stephan  Herrera 

Marijuana  has  been  making  head- 
lines ever  since  California  and  Ari- 
zona voters  legalized  it  for  medical 
use  a  few  months  ago,  but  the  drug 
that  deserves  the  ink  is  morphine. 

"The  real  issue  is  why  more 
patients  aren't  getting  the  morphine 
they  need  for  their  pain,"  says  Dr. 
Kathleen  Foley,  cochief  of  the  pain 
program  at  Memorial  Sloan-Kettering 
Cancer  (Center  in  New  York. 

Unlike  marijuana,  morphine  has 
plent}'  of  scientific  research  to  support 
its  medical  use.  Few  cirugs  work 
better  and  with  fewer  side  effects  than 
morphine  on  the  chronic  pain  of 
cancer,  aids  and  myriad  serious  med- 
ical conditions.  Yet  there  are  too 
manv  patients  who  need  it  who  are 
not  getting  it — to  the  point  that 
some  end  up  asking  doctors  to  help 
them  commit  suicide.  Even  the 
Vienna-based  International  Narcotics 


Control  Board,  which  oversees  nar 
cotics  quotas  and  distribution  world- 
wide, has  called  on  governments  to 
lighten  up  their  restrictions. 

The  U.S.  is  far  from  the  best  place 
to  get  morphine  when  you  need  it.  In 
the  U.K.  the  number  of  morphine 
prescriptions  per  capita  is  nearly  twice 
that  of  the  U.S.  In  Denmark  it's 
almost  four  times  as  high. 

Why  are  doctors  here  so  inhibited? 
Two  reasons.  One  is  that  they  have 
been  trained  since  their  medical 
school  days  to  believe  that  morphine 
is  dangerous — very  addictive  and 
prone  to  cause  death  by  respiratory 
depression.  The  other  is  that  they 
have  the  Drug  Enforcement  Admin- 
istration looking  over  their  shoulders. 
Chemically,  morphine  is  a  near  cousin 
to  heroin.  Fearful  that  morphine 
could  be  divertecl  for  illicit  use  and 
mindful  of  its  perceived  hazards,  the 


Heroin 


Morphine 


Source^  Basic  Pharmacology  in  Medicine  (Fourth  Edition). 


The  nearly  identical 
chemical  compo- 
sition of  heroin  and 
morphine  (above), 
and  their 

controversial  source, 
the  opium  poppy 
Different  drugs, 
different  stories. 
And  yet, 

despite  decades 
of  research  and 
clinical  success, 
morphine  remains 
mired  in  myth. 
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It's  about  more 

than  medical  imaging 


It's  about 


We're  thinking  what  you're  thinking: 

whatever  else  changes  in  healthcare,  quality  is  an  absolute. 
At  Imation,  we  understand.  We're  a  brand  new  $2.2  billion 
world  leader  in  information  and  imaging  (NYSE  symbol:  IMN), 
and  our  business  includes  the  former  Medical  Imaging 
business  and  worldwide  service  organization  you 
knew  with  3M.  Medical  imaging  solutions  like  our 
DryView'"  dry-process  laser  imager  make  better 
treatment  more  affordable  for  everyone.  Which  is 
something  we  all  care  about.  Call  1-888-466-3456  or  see 
http://www.imation.com  and  find  out  what  makes  Imation 

a  world  leader  in  medical  laser  imaging. 


IMATION 

Borne  ofSNl  Innovation 


STAYING  HEALTHY 


A  Burmese  soldier  in  the  Golden  Triangle 
surrounded  by  opium  poppies 
Field  of  dreams. 


DEA  and  state  authorities  keep  a  close 
eye  on  which  doctors  prescribe  mor- 
phine and  for  what  purpose.  "Some- 
times I  have  been  questioned  by 
pharmacists  about  the  am.ount  of 
morphine  I  prescribe,"  says  Foley. 
"And  I  know  that  I  have  raised  the 
dea's  interest  in  what's  going  on  over 
here  [at  Sloan-Kettering]." 

The  DEA  agents  audit  pharmacies, 
visit  doctors  and  conduct  undercover 
investigations.  They  ferret  out  doc- 
tors with  drug  addiction  problems  of 
their  own.  Many  doctors  steer  clear 
of  morphine  just  to  be  on  the  safe 
side.  According  to  a  1992  University 
of  Wisconsin  Pain  &  Policy  Study 
Group  report,  almost  half  of  300 
doctors  surveyed  underestimated  the 
relief  that  pain  treatment  such  as 
morphine  provides  to  cancer  patients. 

"The  [authorities]  say  that  all  they 
care  about  is  stopping  the  diversion 
of  morphine,"  says  Dr.  Richard  Payne 
of  the  M.D.  Anderson  Cancer  Center 
in  Houston.  "But  they  don't  under- 
stand the  chilling  effect  that  a  phone 
call  from  the  dea  or  a  letter  [from  the 
state  medical  board]  can  create." 

Patients  are  sometimes  ambivalent 
about  morphine,  too.  Elaine  Heifetz, 
a  65 -year-old  New  Yorker,  suffers 
from  a  cyst  of  the  spinal  cord,  which 
causes  persistent  and  burning  pain. 
For  years  she  shunned  narcotics,  fear- 


Facts  on  morphine 


Opium  sources 

Prescription  medicine:  India  (about  80%) 

Contraband:  Afghanistan,  Burma,  Thailand 

Leading  U.S.  morphine  producers 

Roxane  Laboratories,  Inc. 

(Columbus,  Ohio) 

Purdue  Frederick  Co. 

(Norwalk,  Conn.) 

Dosage  range 

From  10  mg  to  5,000  mg  per  day 

U.S.  prescriptions 

1,9  million 

Consumption  per  million  residents  (kg) 

Denmark 

75 

U.K. 

39 

U.S. 

21 

Germany  8 

Sources:  U.S.  Drug  Enforcement  Administration; 
IMS  America  Ltd.;  Or  Kathleen  Foley,  Memorial 
Sloan-Kettering  Cancer  Center;  International 
Narcotics  Control  Board. 


■'■^fr iStiniiliTll  -ii^tfl^in 


ing  they  would  take  over  her  life. 
"Try  telling  an  employer  or  your 
family  that  you're  using  a  narcotic," 
she  says.  Now  retired  from  the  State 
Department  after  a  career  in  diplo- 
macy, she  has  been  using  oxycodone, 
a  cousin  of  morphine,  for  the  last  six 
months.  "Opiates  gave  me  my  life 
back,"  she  says. 

Is  a  pain-racked  patient  likely  to 
become  an  addict.''  No,  said  Dr. 
Dwight  Moulin  of  the  University  of 
Western  Ontario  in  an  article  in  the 
Lancet  last  year.  Morphine,  he  says. 


does  not  produce  euphoria  in 
patients  with  pain,  so  no  craving  for 
anything  beyond  pain  relief  ever 
develops.  Foley  says  that  in  her  30 
years  as  a  doctor  she  has  seen  only  a 
few  cases  of  morphine  addiction 
among  patients  with  chronic  pain. 

Moulin's  study  confirmed  what 
others  have  been  saying  for  a  while.  A 
study  20  years  ago  by  Drs.  Jose 
Medina  and  Seymour  Diamond  of 
the  Diamond  Headache  Clinic  in 
Chicago  found  that  only  2  of  2,369 
patients  exhibited  signs  of  psycholog- 
ical dependence  as  a  result  of  receiv- 
ing morphine  and  other  drugs. 

These  studies  define  addiction 
fairly  narrowly:  Only  patients  who 
remain  dependent  on  a  drug — mean- 
ing they  crave  it  after  being  taken  off 
it — are  classified  as  addicted.  But 
that's  not  how  many  doctors  in  this 
country  see  addiction.  Doctors 
believe  that  a  patient  who  exhibits 
tolerance  and  any  withdrawal  symp- 
toms is  addicted.  Some  patients 
taking  morphine  do  in  fact  develop 
tolerance  (meaning  they  need  a 
higher  dose  to  achieve  the  same 
effect)  and  withdrawal  symptoms 
(like  nausea,  vomiting  and  the 
shakes).  But  is  either  of  these  a  reason 
to  make  desperately  ill  people  suffer.' 
You  can  develop  tolerance  to  corti- 
sone, withdrawal  problems  from  caf- 
feine. Morphine's  withdrawal  symp- 
toms vanish  in  12  hours.  They  are 
minor  compared  with  those  from 
heroin  and  alcohol. 

What  about  severe  constipation,  a 
common  side  effect  of  morphine.'  It's 
a  small  price  to  pay  if  you  have  dis- 
abling pain.  The  problem  can  be 
combatted  to  some  degree  with  over- 
the-counter  laxatives. 

The  other  reason  for  avoiding 
morphine — fear  that  its  medical  use 
will  lead  to  its  diversion  for  recre- 
ational use — is  bogus  too.  Another 
University  of  Wisconsin  study  notes 
that  ah  increase  in  morphine  pre- 
scriptions in  Wisconsin  from  1976  to 
1992  did  not  create  a  corresponding 
increase  in  supply  of  the  drug  to  the 
street.  In  fact,  morphine  is  not  a  drug 
of  choice  among  drug  addicts.  In  a 
study  of  emergency  room  visits  relat- 
ed to  drug  use  nationwide  in  1993, 
less  than  2%  resulted  from  the  use  of 
prescription  drugs  like  morphine.  H 


260 


Forbes  ■  May  19,  1997 


ADVERTISEMENT 


Dealerscope  Consumer  Electronics  Marketplace 

Products  of  the  Month 


BROTHER  INTERNATIONAL 
CORPORATION 
HL-700  Series,  Personal 
Laser  Printers 

Brother  International 
Corporation  announces  the  HL- 
700  series,  a  full  line  of  6  page- 
per-minute,  true  600  x  600  dpi, 
desktop  laser  printers.  Its  increased  output  capabilities 
makes  today's  small  office,  home  office  (SOHO)  user  more 
productive  due  to  its  exclusive  design,  its  superior  print 
speed  and  ability  to  handle  numerous  types  of  paper  stocks 
and  sizes  For  more  information  call  (908)  356-8880  ext.  4313 

FEDCO  ELECTRONICS,  Inc. 
Energy-i-  Brand  Laptop  Batteries 

Fedco  Electronics,  Ino  is  pleased 
to  announce  their  new  ENERGY+ 
brand  name  for  their  laptop  and 
notebook  batteries.  Fedco 
Electronics,  Inc.  is  the  leading 
supplier  of  replacement  batteries 
to  the  computer  industry.  Consumers  may  purchase 
ENERGY-f  brand  laptop  batteries  from  1 -800-BATTERIES 
(1-800-228-8374)  or  BATTERIES  PLUS  (1-800-677-8278). 

LG  ELECTRONICS 
LG  Handheld  PC 

The  LG  Handheld  Personal 
Computer  (HPC)  is  the  world's 
lightest  and  most  powerful 
device  to  harness  the  power  of 
the  new  Windows®  CE  operat- 
ing system  from  Microsoft 
Corporation.  'With  the  LG  HPC, 
users  can  create,  edit,  and  share  documents  with  their 
desktop  computers,  send  and  receive  e-mail  and  faxes, 
browse  the  Web,  and  do  dozens  of  other  tasks  from  virtually 
anywhere.  The  LG  HPC  is  designed  to  fit  comfortably  in  the 
palm  of  the  user's  hand,  weighing  less  than  1 2  ounces. 
For  more  information  call  201-816-2098. 


PC  CONCEPTS 
EZ-Pointe  Touchpad 

PC  Concepts  announces  their 
EZ-Pointe  Touchpad  which 
makes  it  easier  to  launch 
applications  and  drag  your 
cursor  by  simply  tapping.  If 
you  are  looking  for  state-of- 
the-art  computer  control,  this 
replaces  your  mouse  and  offers  up  to  14  new  features.  With 
no  moving  parts,  mechanical  failures  are  non-existent  and 
its  compact  size  occupies  less  space  than  a  mouse.  This 
well  designed  product  offers  online  help  and  foreign  lan- 
guage support  For  more  information  call  1-800-735-6071, 


JVC 

GR-DV1  Digital  Video  Cybercam 

|VC  has  created  the  smallest  and 
lightest  camcorder  on  the  market,  the 
GR-DVl  digital  video  Cybercam,  IVC's 
ultra-compact  camcorder  weighs  1,1 
pounds,  small  enough  to  fit  in  a  coat 
pocket,  and  features  a  lOx  optical 
zoom,  lOOx  digital  zoom,  570,000- 
pixel  CCD,  special  digital  effects,  a 
snap  shot  function  and  a  color 
viewfinder  For  more  information  call  1 


-800-252-5722 


NUTECH  COMMUNICATIONS 
DSS-900  Cordless  Phone 

This  cordless  phone  series  uti- 
lizes direct  sequence  technology 
and  modern  digital  technology  to 
provides  8  times  the  range  of  an 
outside  monitoring  and  interfer- 
ence from  other  cordless  tele- 
phones. Other  features  include 
20  number  scrolling  memory  with 
speed-dial  and  3-level  volume  control,  auto  channel  scan 
for  best  transmission  quality,  spare  battery  charger  built  in 
the  base,  which  also  includes  an  extra  battery.  For  more 
information  call  1-800-352-5528, 
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where/when 


The  Forbes  CEO  Forum 
June  25-27, 1997 
Los  Angeles 

The  Four  Seasons  Hotel,  and 
The  Anderson  School  at  UCLA 

who  you^ll  meet 


You'll  attend  keynote  speeches  by  Jack  Kemp  and  Rupert  Murdoch. 
You'll  hear  Cap  Weinberger  on  Geopolitics,  Peter  Drucker  on  the  New  CEO 
Paradigm,  Arthur  Martinez  on  Listening  to  the  Consumer,  Kweisi  Mfume 
on  Business  and  Black  America,  Bob  Allen  on  Weathering  Change, 
and  more.  You'll  also  network  with  scores  of  CEOs  from  Forbes  500 
domestic  and  international  companies. 


Jack  Kemp 

1996  Republican 
Vice  Presidential 
Candidate 


Peter  F.  Drucker 

Clarke  Professor  of 

Social  Science  &  Management 

Claremont  Graduate  School 


Arthur  C.  Martinez 

Cf)airnnan  &  CEO 
Sears.  Roebuck  &  Co. 


Michael  S.  Dell 

Chairman  &  CEO 

Dell  Computer  Corporation 


lennium 


what  you^ll  leam 


How  emerging  markets  measure  up  when  ranked  by  political  stability 

How  the  EMU  will  affect  European  competitiveness  and  the  relationship 
between  trading  blocs 

How  to  protect  trade  and  intellectual  property  when  going  global 

How  to  master  the  value  chain  by  leveraging  emerging  markets 

M&A  -  How  to  make  synergies  work  after  the  deal  closes 

How  to  keep  your  company  relevant  in  an  era  of  rapid  technological 
advancement  and  change 

Crisis  Management:  How  to  make  the  right  call 

Strategies  for  maintaining  management/labor  peace 

Corporate  America's  role  in  righting  past  wrongs  and  maintaining  core 
social  values 

How  to  use  technology  to  get  closer  to  your  customers 

how  to  get  moire  info  

Call:  212-206-5521  Fax:212-206-5158  e-mail:  ceoforum@forbes.com 
Website:  www.forbes.com/conf/ 


Rupert  Murdoch 

Chairman  &  CEO 

The  News  Corporation  Ltd. 


Steve  Forbes 

President  &  CEO 
Forbes,  Inc.:  Editor-in-Chief 
FORBES  Magazine 
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iotech 


Brandon  Fradd  found  that  handicapping  cures 
was  more  fun  than  curing  handicaps. 

By  James  M.  Clash 


Hedge  fund 
manager 
Brandon  Fradd 
Stock  doctor. 


A  FUNNY  THING  happened 
to  Brandon  Fradd  during 
his  last  year  of  Harvard 
Medical  School:  He  started 
hanging  out  at  Harvard 
Business  School.  "While  my  col- 
leagues were  off  doing  advanced 
rotadons  in  heart  disease  and  kidney, 
I  was  taking  finance  courses,"  says 
Fradd,  34.  "I  guess  I  could  have 
taken  the  extra  years  to  do  my 
M.B.A.,  but  I  managed  to  get  a  good 
Wall  Street  job  without  one." 

Fradd  has  enough  degrees  already: 
a  bachelor's  in  math  from  Princeton, 


a  master's  in  biology  from 
Oxford  and  the  M.D.  Har- 
vard awarded  him  in  1988. 
After  a  few  years  as  a  Wall 
Street  analyst  specializing 
in  biotech  companies,  in  October 
1995  Fradd  started  Apollo  Medical 
Partners,  L.P.,  a  New  York- based 
biotechnology  hedge  fund  whose 
assets  now  total  $7  million.  In  its 
short  existence  the  fund  has  gained 
40%,  after  Fradd's  20%  share  of  the 
profits.  That's  comfortably  more  than 
the  return  delivered  by  either  the 
s&P  500  or  the  American  Stock 


Exchange's  biotech  (btk)  index. 

After  medical  school  Fradd  took  a 
job  at  Lehman  Brothers  in  New  York 
as  an  analyst.  Two  years  later  he 
moved  to  San  Francisco  to  join 
Montgomery  Securities,  covering 
biotech  stocks.  He  did  well  there, 
being  named  to  Institutional 
Investor' %  All -America  Research  team 
as  a  runner-up  in  1993  and  a  third- 
placer  in  1994. 

But  the  job  had  its  frustrations. 
The  market  had  been  hard  on 
biotechs  in  1992  through  1994 — and 
rightly  so,  says  Fradd,  as  many  small 
companies  with  questionable  fianda- 
mentals  had  overpromised  on  prod- 
ucts. By  early  1995,  a  few  months 
after  a  Business  Week  cover  story  pro- 
claiming the  death  of  the  biotech 
industry,  the  group's  fundamentals 
had  improved  significantly,  but 
buyers  were  not  to  be  found. 

Fradd  began  praising  Autoim- 
mune, which  was  working  on  a  treat- 
ment for  multiple  sclerosis,  and 
Interneuron  Pharmaceuticals,  which 
had  filed  with  the  Food  &  Drug 
Administration  a  drug  to  treat  chron- 
ic obesity.  But  the  stocks  didn't 
budge.  "1  found  that  a  lot  of  what 
plays  in  biotech  stock  prices  is  senti- 
ment," says  Fradd.  "If  sentiment  is 
negative,  the  fundamentals  don't 
seem  to  matter  much.  As  a  sell-side 
analyst,  you  do  a  lot  of  fundamental 
work  and  have  little  or  no  impact  on 
price." 

So  Fradd  quit  to  open  his  hedge 
fund.  If  he  can  keep  up  the  early 
pace,  he  will  make  some  serious 
money.  He  aims  to  maximize  returns 
in  an  extremely  volatile  sector  by 
taking  some  short-sale  positions 
along  with  his  long  positions.  But  the 
real  money  is  in  longs:  "The  up  side 
of  a  stock  is  always  more  valuable 
than  the  down,"  Fradd  says.  "You 
can't  get  a  triple  on  the  down." 

An  early  winner:  Matritech,  a  cancer 
diagnostics  company  in  Newton, 
Mass.  Fradd  bought  75,000  shares  in 
November  1995  at  an  average  3!^  fol- 
lowing a  positive  FDA  panel  recom- 
mendation for  Matritech's  bladder 
cancer  test.  Fradd  spoke  with  urolo- 
gists and  oncologists — some  of  them 
friends  from  medical  school — and  they 
all  praised  the  test's  technology.  It 
turned  out  that  the  test  worked  not 


264 


Forbes  ■  May  19,  1997 


THE  MONEY  MW 


The  Apollo  program 


Recent  price 
Hoped-for  price 

Catalyst 


Medicine 


15/4 
25-30 

Phase  11  trial  results 
of  oral  heparin; 
third-quarter  1997. 


Clever  method  of 
delivering  protein 
drugs  to  bloodstream 
through  the  mouth.  If 
it  works,  drug  deliv- 
ery system  would 
make  life  easier  for 
heart  disease 
patients  taking 
heparin  and  stunted 
children  taking 
growth  hormone. 


Aphton 


13% 
18-20 

Announcement  of 
second  joint-venture 
deal  with  big  drug 
company;  second- 
quarter  1997. 

Vaccine  for  suppress- 
ing human  hormones, 
notably  gastrin  17, 
a  disease  hormone 
associated  with  stom- 
ach ulcers,  reflux  and 
stomach,  pancreatic, 
colon  and  liver  can- 
cers. Existing  deal  is 
with  Pasteur  Merieux, 
world's  leading  vac- 
cine firm. 


Interneuron 


30-35 


Second  Phase  III  trial 
results  of  citicholine; 
third-quarter  1997. 


Citicholine,  a  drug 
used  to  deliver 
choline  more  quickly 
to  the  brain  of  a 
stroke  victim.  All 
trials  to  date  suc- 
cessful. Would  be 
only  second  stroke 
drug  approved  in 
the  U.S. 


4'/ 
8-12 

Phase  III  trial  results; 
fourth-quarter  1997. 


Brain  natriuretic  pep- 
tide, a  drug  that 
combines  benefits  of 
congestive  heart  fail- 
ure drugs  into  one: 
Helps  patient  excrete 
sodium,  which  takes 
water  with  it  and 
relieves  pumping 
burden  on  weak 
heart;  improves 
strength  of  heart 
muscle  contraction. 


PLC  Systems 


15% 
25-30 


Advisory  recommen- 
dation for  heart  laser; 
June  1997. 


Precision  laser  used 
to  create  tiny  blood- 
carrying  channels  in 
the  hearts  of  patients 
with  severe  angina. 
Approval  expected, 
as  is  partnership  with 
big  drug  company. 


N.  Amer.  Vaccine 


19 
5 

Disappointing  sales 
of  whooping  cough 
vaccine;  third-quarter 
1997. 


Has  whooping  cough 
vaccine  that  is  73% 
effective.  It's  likely  to 
get  FDA  approval, too, 
but  so  what?  Larger 
firms— American 
Home  Products, 
SmithKline 
Beecham,  Pasteur 
Merieux— already 
have  vaccines  on  the 
market  that  are  80% 
effective. 


The  first  five  stoclts  (above)  are 
potential  winners  for  Dr.  Fradd's 
Apollo  Medical  Partners  hedge  fund; 
the  last  one,  North  American  Vaccine, 
is  a  short. 


only  for  bladder  cancer  but  for 
prostate,  colon  and  ovarian  cancer  as 
well.  When  this  news  came  out  a  year 
ago,  the  stock  went  to  12  and  Fradd 
sold  his  position. 

NeoPath,  a  Redmond,  Wash,  com- 
pany, markets  a  mechanical  reader  of 
Pap  smear  tests  that  was  originally 
approved  as  a  backup  check  on 
human  readings  in  ambiguous  cases. 
NeoPath's  stock  ran  up  last  summer 
on  speculation  that  the  machine 
would  be  good  enough  to  replace 
human  readers  altogether.  Fradd  got 
interested.  He  had  noticed  insider 
selling  the  week  preceding  the  meet- 
ing of  an  FDA  panel  that  had  been 
asked  to  approve  the  NcoPath  prod- 
uct as  a  primary  test  reader.  He  short- 
ed 15,000  shares  at  29.  The  compa- 
ny didn't  get  FDA  approval,  and  Fradd 
covered  at  18  the  next  day. 

Fradd  is  a  trader.  He'd  usually 
rather  handicap  next  week's  FDA  advi- 
sory panel  than  predict  the  next 
decade's  unheralded  success  story. 
But  a  handful  of  his  picks  are  long 


term.  An  example  is  Emisphere,  a 
Hawthorne,  N.Y.  firm  that  has  devel- 
oped a  way  to  deliver  proteins  orally. 
Protein  pills  get  digested  away,  but 
Emisphere's  carrier  temporarily 
changes  the  shape  of  the  protein  mol- 
ecule to  get  it  through  the  stomach 
intact  and  then  allow  it  to  be 
absorbed  through  the  walls  of  the 
intestine.  The  company  is  conducting 
human  trials  for  heparin  (a  blood 
thinner),  and  later  this  year  will  start 
trials  for  human  growth  hormone — 
both  of  which  now  must  be  injected 
by  needle.  Emisphere  has  licensing 
agreements  with  firms  that  manufac- 
ture these  protein  drugs.  Fradd 
thinks  the  stock  could  climb  from  a 
recent  15%  to  100  in  five  years. 

Here's  his  thinking  on  Scios,  a 
company  in  Mountain  View,  Calif, 
working  on  a  treatment  for  conges- 
tive heart  failure.  The  established  reg- 
imen for  this  common  ailment  is 
twofold.  First  the  doctor  prescribes  a 
diuretic  (like  furosemide)  to  shrink 

Fradd:  '^While  my  colleag;ues 
were  of£  doing  rotations  in 
heart  disease  and  kidney,  I 
was  taking  finance  courses." 


the  volume  of  water  in  the  blood  and 
thus  ease  the  pumping  burden  on  the 
heart.  He  may  then  add  a  digitalis- 
like drug  (like  digoxin)  to  improve 
the  heart  muscle's  power  and  an  ace 
inhibitor  to  lower  blood  pressure. 

Scios  aims  to  serve  these  three 
needs  with  a  single  drug  based  on  a 
naturally  occurring  hormone  called 
brain  natriuretic  peptide.  Scios  has 
enrolled  hundreds  of  patients  in  a 
final.  Phase  III  FDA  trial  to  find  out 
whether  the  drug  is  safe  and  effective. 
The  world  will  know  the  answer  later 
this  year.  If  the  answer  is  favorable, 
the  stock  will  shoot  up,  probably  to 
somewhere  between  8  and  12. 

Fradd  figures  the  odds  for  a  good 
result  are  3-to-l  in  favor.  By  that  rea- 
soning, Scios  shares  should  trade 
somewhere  around  71^.  They  closed 
recently  at  4/^. 

So  what  makes  Fradd  fairly  confi- 
dent the  trial  will  result  in  a  useful 
drug.*  "I've  seen  many  previous  trials 
with  this  one,"  he  says,  "and  there  is 
no  reason  to  doubt  the  final  phase 
will  work." 

The  table  lists  five  stocks  that 
Fradd  thinks  are  underpriced,  given 
the  odds  he  puts  on  favorable  devel- 
opments, and  one  that  he  rates  as 
overpriced.  H 
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Evergreen  Keystone  Funds. 

Growth. 

It's  What  We're  All  About. 


Performance 


Class    A    Shares    Average    Annual    Total  Return 


1  year 


Evergreen 
Growth  and 

Income  Fund**  9*70% 


5  years 


10  years 


Life  of  Fund 


14.96%  12.73%  13.35% 


10/15/86  -  3/31/97 


Keystone 
Fund  for 
Total  Return 


14.72%  16.33%    N/A  11.15% 


4/14/87-3/31/97 


History 

The  investment  advisers  to  the  Evergreen  Keystone  Funds  bring  investors  more 
than  85  years  of  combined  investment  management  expertise  over  a  broad 
range  of  economic  and  market  cycles. 

Service 

As  recipients  of  two  quality  service  avs^ards  from  Dalbar,  a 
leading  mutual  fund  service  evaluator,  our  commitment  to  our 
shareholders  is  evident.  Discover  the  Evergreen  Keystone  quality 
service  difference  today. 


Investment  returns  and  principal  value  will  fluctuate,  so  that  investors'  shares, 
when  redeemed,  may  be  worth  more  or  less  than  the  onginal  cost.  The 
performance  numbers  provided  reflect  the  effect  of  the  4.75%  maximum 
sales  charge.  "On  1/3/95,  Evergreen  Growth  and  Income  Fund  adopted  a 
multi-class  distnbution  arrangement  to  issue  additional  classes  of  shares, 
designated  as  Class  A,  Class  B  and  Class  C.  The  Fund's  performance  for  its 
Class  A  shares  (subject  to  a  maximum  front-end  sales  charge  of  4.75%), 
its  Class  B  shares  (subject  to  a  maximum  contingent  deferred  sales  charge 
of  5.00%)  and  its  Class  C  shares  (subject  to  a  1.00%  contingent  deferred 
sales  charge  within  the  first  year  of  purchase)  through  12/31/94  has  been 
calculated  based  on  the  performance  of  the  existing  no-load  (Class  Y)  shares 
as  adjusted  for  any  front-end  or  back-end  sales  charges.  That  performance 
does  not  reflect  any  12b-l  fees,  and  if  reflected  the  returns  would  be  lower 
Performance  data  beginning  from  1/3/95  reflects  actual  performance  for 
the  applicable  class. 

Past  performance  is  no  indication  of  future  results. 
Mutual  funds  are: 


Call  your  financial  adviser  or  call  the  number 
below  for  a  free  prospectus.  The  prospectus 
contains  more  complete  fund  information, 
including  all  charges  and  expenses.  Always 
read  it  carefully  before  investing. 

Call  1-800-343-1243,  ext.  103 


Evergreen  Keystone 


FUNDS 


NOT  FDIC-INSURED 


MAY  LOSE  VALUE 


NO  BANK  GUARANTEE 


Evergreen  Keystone  Distributor,  Inc.  4/97  http://wM/w.evergreenfunds.com 


M  O  R  E     C  H  O  I  C  E  S    E  O  R     I  R  A  S 


THE  FUNDS 


Genius  for  hirt 
and  fire 

A  handful  of  fund  families  job  out  the  guts 
of  the  business— portfolio  management. 
This  can  be  good  for  the  investor,  as  such  families 
as  American  Airlines  and  Diversified  illustrate. 


By  Thomas  Easton 

Shop  at  a  grocery  store  and 
chances  are  the  merchant  doesn''t 
make  the  goods.  The  fund  industry 
works  in  reverse  fashion:  When  you 
invest  with  Fidelity  or  T.  Rowe  Price, 
you  are  hkely  to  get  a  house  brand. 
The  stock  picker,  that  is,  works  for 
the  company  that  sold  you  the  fi.ind. 

A  small  minority  of  fmid  retailers, 
though,  are  taking  the  grocery  store 
approach.  They  organize  a  mutual 
fund,  then  shop  around  for  a  smart 
portfolio  management  firm  to  do  the 
stock  picking. 

The  pitch:  We  get  excellent  money 
managers  to  run  your  money,  and  we 
can  get  them  cheaply — taking,  if  nec- 
essary, competitive  bids  for  the  work. 
If  the  manager  lets  us  down,  we'll  fire 
him  and  get  a  new  one. 

As  an  investor,  you  can,  of  course, 
fire  a  disappointing  portfolio  manag- 
er yourself — just  send  in  a  redemp- 
tion order.  The  problem  with  this 
defensive  maneuver  is  that  it  may 
trigger  a  capital  gains  tax. 

Among  the  fiand  families  with  the 

Adopting  families 


grocery  store  approach  to  distribu- 
tion: Managers,  Harbor,  Diversified, 
SEI  and  American  Airlines,  which 
launched  its  AAdvantage  Interna- 
tional Equity  Fund  in  1991.  The 
biggest  of  the  breed  is  a  family  with  a 
familiar  name:  Vanguard.  It  farms  out 
management  of  $66  billion  in  active- 
ly managed  stock  hands. 

American  Airlines  has  proved  that 
subcontracting  out  flind  management 
can  be  economical  for  the  fimdhold- 
ers.  American  has  arranged  for  AAd- 
vantage International  Equity  Fund  to 
be  jointly  managed  by  three  highly 
regarded  portfolio  advisory  firms: 
Hotchkis  &  Wiley  (now  part  of  Mer- 
rill Lynch),  Templeton  and  Morgan 
Stanley.  A  slightly  less  expensive  insti- 
tutional version  of  the  fi.md  boasts  of 
having  delivered  returns  far  above  the 
median  on  comparable  international 
portfolios  over  the  past  five  years.  Yet 
the  American  Airlines  fund's  annual 
expense  ratio  is  1.2%,  a  third  less  than 
that  of  the  average  international  fijnd. 
(The  expense  ratio  includes  overhead 


Family 

Family  assets 
($bil) 

Notable  funds 

Expenses 

(%) 

Three-year 
return* 

American  AAdvantage 

$0.3 

International  Equity 

1.2% 

14,2%t 

Diversified  Investment  Advisors 

10 

Equity  Income 

1.0 

18.8 

Harbor  Funds 

8 

Capital  Appreciation 

0.8 

20.1 

Managers  Funds 

1 

International  Equity 

1.5 

11.6 

SEI 

25 

Large  Cap  Value 

0.8 

20,0 

Vanguard 

254 

Windsor 

0.3 

20.0 

'Ar\nuali«(l;.'fiiure  is  fo'  insfitii'icnai  verjitin    fhe  fund,  which  carries  kiwer  tban  a  0.8%  exDense.fatio.  &uW  Mcfninistantmiuiiy  reports 

These  fund  sponsors  really  sponsor  funds.  They  don't  pick  stocks. 


and  the  outside  managers'  fees.) 

American  Airlines'  retail  fiind  busi- 
ness is  tiny,  with  a  combined  $264 
million  in  assets.  But  the  same  divi- 
sion of  American  oversees  $17  billion 
in  institutional  accounts,  including  $5 
billion  in  fi.mds,  and  that  gets  money 
managers'  attention. 

SEI  offers  32  funds  with  a  com- 
bined $25  billion  in  assets.  None  of 
these  funds  carries  a  load  or  12b- 1 
fee,  though  buying  one  requires 
going  through  an  adviser,  who  will 
assess  a  fee  for  his  labor.  SEl's  core 
lineup — Equity  Income,  Capital 
Appreciation  and  Large  Cap  Value 
Rmds — run  expenses  of  0.8%  annual- 
ly, a  third  less  than  that  of  the  average 
domestic  stock  hand. 

If  a  manager  falters  or  shifts 
approach,  SEI  lowers  the  boom.  Last 
year,  for  example,  then-hot  pbhg  was 
dumped  as  the  adviser  on  the  now 
$550  million  small-company  growth 
fund.  The  size  of  companies  PBHG 
was  buying  for  the  fund  had  swollen 
as  PBHG  absorbed  torrents  of  cash 
into  its  own  retail  fijnds.  "Good  for 
them,  not  us,"  says  Robert  Aller,  who 
oversees  outside  managers  for  SEi. 

Diversified  Investment  Advisors, 
once  the  pension  fiand  management 
arm  of  Mutual  of  New  York,  won  its 
independence  in  1993  and  has  since 
built  a  $10  billion  fund  operation 
using  outside  portfolio  firms.  Expens- 
es hover  around  1%. 

Until  last  year  American  had  its 
Balanced  Fund  and  its  Growth  & 
Income  Fund  partially  managed  by 
Capital  Research  &  Management 
Co.,  which  distributes  a  lot  of  retail 
fiinds  like  Investment  Co.  of  Ameri- 
ca. Capital  Research  goes  to  great 
lengths  to  make  its  stock  pickers  face- 
less names,  so  that  retail  fund 
investors  won't  bolt  when  a  star  man- 
ager quits.  But  it  couldn't  hide 
turnover  in  the  ranks  fi-om  American. 
Perturbed  that  four  out  of  five  people 
working  on  its  account  changed  in 
three  years,  and  by  diminished  per- 
formance, American  canceled  the 
management  contract  and  switched 
to  Brandywine  Asset  Management. 

Moral  of  the  story:  When  it  comes 
time  to  ditch  a  manager,  there  is 
something  to  be  said  for  having 
an  intermediary  do  the  dirty  work 
for  vou.  H 
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^mes  1997  Spring 

Annual  Report  Portfolio 


American  Precision 
Industries 

American  Precision  Industries  lNYSE:APR)  had  its 
third  straight  year  of  record  setting  revenues  in  1996. 
Revenues  grew  by  42%  to  S 1 1 7. 1  million,  or  $.9 1  per 
share.  A  diversified  manufacturer  of  high-end  Heat 
Iransfer  and  Motion  Control  products  and 
Electronic  Components,  American  Precision  strives 
lor  growth  through  new  product  development  and 
expanded  product  applications,  continuallv  improv- 
ing efficiencies,  and  strategic  acquisitions,  its  objec- 
is  to  consolidate  a  sizable  share  of  the  worldwide  industrial  heat  transfer  and 
ion  control  market. 


1 100  lUMU  wso  Off  cioiml 


19%AimiAillmKi 


Baldor  Electric 
Company 

Baldor  Electric  Company  (NYSE:  BEZ)  is  a  leading 
manufacturer  of  energy  efficient  industrial  motors 
and  drives.  Record  sales  for  this  SmallCap  stock  in 
1 996  were  $503  million  and  EPS  was  a  record  $  1 .29. 
Three-year  CAGR  of  \n  sales  and  m  EPS. 
In  their  1996  Annual  Report,  this  77-year-old  com- 
pany describes  their  five  key  strategies  fur  growth: 
expand  market  share,  augment  motors  with  drives, 
new  products,  new  markets  and  geographical  exjwnsion. 


AMP  Incorporated 


tt^egy 


World's  largest  manufacturer  of  electrical/electronic 
connection  devices.  Also  other  connectivity  products 
such  as  printed  wiring  boards,  electro-optic  devices, 
networking  units,  and  wireless  communications 
components.  244  facilities  worldwide  serve  cus- 
tomers in  over  100  countries.  1996  sales  $5.47  bil- 
lion. 5-year  sales  and  operating  EPS  growth  rates 
9.5%  and  9.0%  respectively  (excluding  special 
charges  in  1996).  Spends  il'r  ol  sales  on  RD&E, 

  Dividend  increase  44  consecutive  vcars.  Pursuing  3- 

growlh  strategy:  I.)  Maintain  leadership  in  connectors  where  over  three  times 
er  than  ne.xt  largest  company  2.)  Diversify  into  related  high  growth  products,  3.) 
itinue  global  expansion.  Analysts  expect  growth  in  1997. 


RMISTICE 

ESOURCES 


Armistice  Resources 
Ltd. 

.Armistice  (MSE;ACI)  is  a  Canadian  Company  with 
one  of  the  most  advanced  gold  exploration  programs 
in  the  Kirkland  Lake/Larder  Lake  gold  camp  ol 
Northern  Ontario.  The  company  has  located  several 
significant  areas  of  strong  mineralization  within  the 
down-faulted  extension  of  the  adjacent  world-class 
Kerr-.'\ddison  gold  system. 

In  place  is  a  modern,  opcratioii.il  mining  plant  as 
well  as  a  2,250-foot  decj)  piodiiclion-si/ed  shalt.  A 
large  scale,  fully-funded,  underground  deep-drilling 
program  is  currently  underway. 


Callaway  Golf 
Company 

Callaway  Golf  Company  strives  to  design  and  manu- 
facture premium,  innovative  golf  clubs  that  are 
demonstrably  superior  to,  and  pleasingly  different 
from,  its  competition.  Callaway  Golf's  products 
include  Biggest  Big  Bertha™  Titanium  Drivers,  Great 
Big  Bertha"  Titanium  Drivers  and  Fainvay  Woods, 
Great  Big  Bertha*  Tungsten»Titanium"'  Irons,  Big 
Bertha*  Irons,  Big  Bertha*  Gold  Irons,  Big  Bertha*  War 
Bird*'  Drivers  and  Fair\\ay  Woods,  and  a  distinctive 
line  of  putters. 


Canadian  National 

Canadian  National's  first  year  as  an  investor-owned, 
market-driven  company  was  the  best  in  its 
history.  CN  met  or  exceeded  every  goal  it  set  for 
1996.  ClN's  1997  business  plan  sets  new  and  even 
more  aggressive  goals  to  grow  business,  improve 
customer  service,  and  operate  more  efficiently  and 
safely 


FORBES  ANNtj^f'MBORT  SgCTtON 


Chief Isdn 
lute-rnationuly  Inc. 

Chiefuin  International,  Inc.,  an  oil  and  gas  company, 
showed  record  growth  in  1996.  Gas  production 
doubled  and  cash  flow  more  than  tripled  to  $42  mil- 
lion. Reseive  additions  replaced  121%  of  production. 
Chieftain  is  debt-free  and  has  working  capital  of  $4.^ 
million.  E.xpioration  and  production  are  focused  on 
natural  gas  and  oil  in  the  Gulf  of  Mexico  where  the 
Company  has  assembled  an  extensive  portfolio  of 
offshore  leases.  Chieftain  also  produces  light  oil  in 
Utah  and  natural  gas  in  the  North  Sea.  The  Company  is  a  participant  in  an  exploration 
program  in  Libya.  Listed:  AMEX,  TSE          Symbol;  CID 


(NYSE;  FNM) 


Fannie  Mae 

Fannie  Mae  is  the  nation's  largest  corporation 
$.^51  billion  in  assets,  and  the  largest  source  of  fi 
for  home  mortgages.  The  company  purchases 
denlial  mortgages  from  lenders  throughout  the  ci 
try  who  in  turn  replenish  their  funds  to  lend  to  r 
home  buyers  at  affordable  rates.  The  company 
turns  the  mortgages  it  purchases  into  its  guaran; 
Mortgage- Backed  Securities  (MBS),  which  are 
to  investors. 

In  1996,  Fannie  Mae  marked  its  tenth  conseci 
year  of  double-digit  growth  in  operating  eami 
Contact  1-800-244-7176  (http://www.fanniemae.( 


ClOMPUTER' 

jHssociajes 

5oft^r»  utpenor  by  detign. 


CA 

NYSE 


Computer  Associates  ' 

Computer  Associates  International,  Inc. 
(NYSE:CA),  is  the  world  leader  m  mission-critical 
i)usiness  software.  Fhe  company  develops,  licenses 
and  supports  integrated  software  solutions  that 
mclude  systems  and  database  management,  applica- 
tion development,  manufacturing  and  financial 
applications.  CA  has  9,000  people  in  160  offices  in 
40  countries  and  revenue  of  $3.9  billion  in  calendar 
year  1996.  CA  can  be  reached  by  visiting  its  home- 
page on  the  worldwide  web  (http://www.cai.com). 
Investor  relations  can  be  reached  at  516-342-5601. 


Freeport-McMoKan 
Copper  &  Gold 

Freeport-McMoRan  Copper  &  Gold  (FCX 
engaged  in  mineral  exploration  and  developm 
mining  and  milling  of  copper,  gold  and  silvei 
Indonesia  and  the  smelting  and  refining  of  cop 
concentrates  in  Spain.  FCX  is  also  involved  in  a  ji 
venture  to  construct  and  operate  a  smelter/refii 
in  Indonesia.  FCX  is  one  of  the  world's  largest 
lowest  cost  producers,  and  further  expansion  aci 
ties  have  begun. 


CREDIT 
SUISSE 


GROUP 


CREDIT  SUISSE 
GROVF 

CREDIT  SUISSE  GROUP  is  one  of  the  worlds 
leading  financial  senices  groups,  operating  on  all  six 
continents  and  in  all  the  worlds  major  financial 
centres.  The  Group  comprises  four  business  units, 
CREDIT  SUISSE,  CREDIT  SUISSE  PRIVATE 
BANKING,  CREDIT  SUISSE  FIRST  BOSTON 
and  CREDIT  SUISSE  ASSET  MANAGEMENT 
each  geared  to  the  requirements  of  specific 
customer  groups  and  markets.  The  shares  of 
CREDIT  SUISSE  GROUP  are  traded  on  the 
stock  exchanges  of  Zurich,  Frankfurt,  Tokyo, 
London  (SEAQ),  Paris  (OTC)  and  New  York  (ADRs). 


Entergy 

Energy  Corporation,  headquartered  in  New  Orleans, 
Louisiana,  is  a  major  energy  company  with  global 
power  production  and  distribution  operations,  plus 
related  diversilied  semces.  Entergj'  provides  retail 
energy  ser\'ices  to  about  4.8  million  customers, 
about  half  of  whom  reside  in  the  company's  U.S.  ser- 
vice area  which  includes  portions  of  Arkansas, 
Louisiana,  Mississippi,  and  Texas.  Others  are  in 
London,  England;  Melbourne,  Australia;  and 
Buenos  Aires,  Argentina.  Entergy  also  provides 
sells  electricity  wholesale,  and  offers  a  broad  range  of 
monitoring,  and  telecommunications  services.  1-888- 


power  marketing  services  and 
energy  management,  security 
ENTERGY.  www.Entergv.com 


lEL 


Freeport-McMoKan 
Inc. 

Freeport-McMoRan  Inc.  (FTX),  through  its  "> 
percent-owned  affiliate  Freeport-McMoF 
Resource  Partners,  Limited  Partnership  (FRP), 
one  of  the  world's  leading  integrated  phosphate  I 
tilizer  producers.  FTX,  through  FRP,  is  a  joint  vi 
ture  partner  in  IMC-Agrico  Company,  the  worl 
largest  and  one  of  the  world  s  lowest  cost  produce 
marketers  and  distributors  of  phosphate  fertilizers 


Harvard  Scientific  Corp 

Han'ard  Scientific  Corp.  (NASDAQ  BB:  HVSF)ii 
biopharmaceutical  company  in  the  process  of  coi 
mercializing  its  major  product  (PaGE  1 )  for  the  tre. 
ment  of  male  erectile  dysfunction  worldwide.  In  t 
U.S.  at  least  20  million  men  have  this  problei 
Har\ard  Scientific  Corp.  should  capture  the  lioi 
share  of  this  market  (which  is  expected  to  be 
excess  of  one  billion  dollars  in  the  U.S.  alon 
because  it  has  developed  a  painless  application  wi 
no  known  side  effects  and  an  86%  success  ral 
Hanard  is  acquiring  a  German  distributor  which  is  in  the  3rd  stage  clinicals  ai 
expects  to  be  selling  product  before  year  end.  Given  the  established  and  growing  mi 
ket  for  this  product  and  Harvard  Scientific  s  painless  procedure,  the  tremendous  m; 
keting  edge  is  clear. 
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One  of  the  nation's  leading  producers  of  commodity 
petrochemicals  and  polymers;  building  blocks  for 
plastics/fibers  for  consumer,  housing  ,  and  automo- 
tive applications.  We  also  produce  petroleum  prod- 
ucts through  our  approx.  60%  interest  in  LYON- 
DELL-CITGO  Refining  Company  Ltd.  Lyondell's 
refinery  is  one  of  the  nation;s  largest  and  most  effi- 
cient crude  oil  refineries  following  the  com.pletion  of 
I  billmn  ii|i;4i\nli,  ll.ink^  .iniong  the  top  5  of  the  industrial  Fortune  500  in  sales 
empluyee.  .\nnual  dn  idend  $0.90/shr 


Overseas  Shipholding  Group,  Inc.  (OSG),  one  of  the 
largest  bulk  shipping  companies  in  the  world,  main- 
tains a  modern,  diversified  fleet  of  over  60  vessels 
that  transport  crude  oil,  petroleum  products,  grain, 
coal  and  iron  ore.  The  Company's  joint  venture. 
Celebrity  Cruise  Lines  Inc.,  is  a  leading  provider  of 
Caribbean,  Bermuda,  Alaskan  and  Trans-Canal 
cruises,  (NYSE,  PSE;  OSG) 


MedCare  Technologies, 
Inc.  (MCAR) 


MedCare  Technologies  (Symbol;  MCAR)  has  a  cost 
effective,  non-surgical  and  non-drug  system  for  the 
care  and  treatment  of  patients  suffering  from  urinary 
incontinence  (Ul).  Affecting  25  million  Americans, 
Ul  is  the  main  reason  behind  nursing  home  admis- 
sions and  accounts  for  50/?  ol  all  sanitary  napkins 
purchased  by  women.  Currently  available  treatments 
(such  as  diapers,  surgery,  drugs  and  catheters)  are 
either  inadequate,  have  side  effects  and  risks  or  do 
■i  MedCare  Technologies  offers  a  risk  free  program  that  is  covered  by  most 
insurance,  does  not  require  FDA  approval,  is  appropriate  for  90%  of  all  those 
iller  from  Ul  and  has  a  proven  success  rate  in  excess  of  87%.  For  a  complete 


-nt  profile,  call  toll  free  800-61 1-3.^88. 


ISewport  Corporation 
(ISasdaq:  NEWP) 

Newport  Corporation  is  a  leading  worldwide  manu- 
facturer of  high  precision  components,  instruments 
and  integrated  systems  for  the  liber  optic  communi- 
catifins,  semiconductor  equipment,  computer 
peripherals  and  scientific  research  markets.  The 
Company  s  products  enhance  productivity  and  capa- 
bilities of  test  and  measurement,  and  automated 
asscmbl)  for  high  precision  manufacturing,  engi- 
neering and  research  applications.  Newport  posted  a 
47%  increase  in  operating  income  on  record  sales  of 
$120  million  m  1996. 


The 
more 

siidiip 
change 


PacifiCorp 


PacifiCorp  (NYSE:PPW)  is  positioning  itself  to  suc- 
ceed in  the  changing  global  utilities  industry.  The 
company  ser\es  2.5  million  energy  and  telecommu- 
nications customers  in  the  western  U.S.  and 
Australia.  PacifiCorp  is  one  of  the  lowest-cost  elec- 
tricity generators  in  the  U.S.,  operates  one  of  the 
nation's  largest  open-access,  high-voltage  transmis- 
sion systems,  and  is  one  of  the  country's  premier 
power  marketers.  PacifiCorp  is  using  its  core  busi- 
ness strengths  to  expand  into  new  domestic  and 
international  markets,  and  enhance  value  for  both 
customers  and  shareholders. 


mil 
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SANLUIS  Corporacion 

SANLUIS  Corporacion  is  a  leading  Mexican  manu- 
facturer of  auto  parts  for  the  OEMs  as  well  as  the 
replacement  market.  The  company  also  operates 
gold  and  silver  mines  in  Mexico.  Exports,  mainly  to 
the  USA,  represent  87%  of  sales  -  the  highest  pro- 
portion for  all  industrial  companies  listed  on  the 
Mexican  stock  exchange.  Both  divisions  have  formed 
strategic  alliances  with  prominent  international 
companies. 


Norfolk  Southern 
Corporation 


Norfolk  Southern  Corporation  is  a  Virginia-based 
holding  company  that  owns  all  the  common  stock  of 
and  controls  a  freight  railroad,  Norfolk  Southern 
Railway  Company;  a  motor  carrier.  North  American 
\'an  Lines;  and  a  natural  resources  company, 
Pocahontas  Land  Corporation.  Norfolk  Southern's 
Msion  is  to  "be  the  safest,  most  customer-focused 
,ind  successful  transportation  company  in  the 
world."  in  1996,  Norfolk  Southern  had  another 
iirakmgvear,  with  earnings  per  share  up  12%,  net  income  up  8%,  income  from 
-'|H  lations  up  10%,  and  dividends  up  8%  .  The  operating  ratio  was  71.6%,  and  the 
urn  on  average  stockholders'  equity  was  1 5.7%, 


SOUTHERN  A 
COMPANY 

Southern  Company  is  America's  largest  generator 
ol  low-cost  electricity  with  experience  reaching 
from  the  southeastern  U,S.  to  the  United  Kingdom, 
Asia  and  around  the  world.  Our  size,  financial 
strength  and  competitive  experience  help  to  position 
Southern  Company  for  success  in  a  changing 
marketplace.  Southern  Company,  Energy  to  Serve 
Your  World. 

NYSE:  SO 

http://www.southernco.com/ 


Mfltl  TiBK  AT  WORK  WOWtf 


Titan  iMieel 

'  iternationaly  Inc, 

liiaii  W'hec!  International,  Inc  is  a  global  tnaniifac- 
Hirer  d  wheel  and  tire  assemblies  for  ofF-hii;hway 
equipment  used  in  agriculture,  earthmoving/con- 
strnction,  mining,  niilit.ir,,  recreation  and  grounds 
can'.  Through  stratc^H  ,n  iiuisiiions  that  sti'engthen 
and  complement  our  market  position.  Titan  has 
achieved  sales  of  $6.-!^  million.  Titan  has  manufac- 
turing and  distribution  lacililies  throughout  the 
United  States  and  Europe. 


The  companies  in 
this  section  will  send  you  their 


ANNUAL  REPORTS  FREE. 


Please  fill  out  the  adjacent  post-paid  reade 
service  card  and  drop  it  in  the  mail.  For  fast 
service  call  Toll  Free  T800-45-FORBE(S), 
or  fax  card  to  (3  J  2)922-3  J  65. 


TriMas  Corporation 

TriMas  Corporation,  a  leading  diversified  manufac- 
turer of  proprietary  products  for  commercial,  indus- 
trial and  consumer  niche  markets,  recorded  Another 
Record  Year  in  1996.  During  the  year,  TriMas  con- 
tinued the  successful  execution  of  its  proven  strate- 
gies lor  growth  and  achieved  record  sales,  operating 
earnings,  cashflow  and  earnings  per  share. 
Send  for  our  1 996  .Annual  Report  to  learn  why  we 
believe  TriMas  is  "Engineered  for  Cirovvth." 


Union  Texas  Petroleum 

1  I  4  if  if  pinion  Texas  Petroleum  (NYSE:  UTH),  one  of  the 

1  \  ^flpJgl  largest  oil  and  gas  exploration  and  production  com- 

panies based  in  the  U.S..  is  actively  seeking  to  build 
shareholder  \'alue  through  growth  projects  to  expand 
its  hydrocarbon  resen'e  base,  add  production  in  the 
near-term,  and  build  on  its  international  oil  and  gas 
expertise  and  long-term  experience  in  petrochemi- 
^  cals.  Union  Texas  has  oil  and  gas  interests  in  the 

U.K.  North  Sea,  Indonesia,  Pakistan  and  Alaska  and 
participates  in  exploration  \'entures  in  China,  Italy, 
Tunisia,  Bolivia,  Yemen  and  elsewhere.  Union  Texas'  petrochemicals  operations  are 
strategically  located  in  Southern  Louisiana. 


VEBA 

V'EBA,  the  world's  largest  utilin-based  conglomer- 
ate, is  active  in  the  fields  of  Electncitv  Chemicals, 
Oii,  Trading'Transportation/Sen  ices  and  Telecom- 
munications. Our  decentralized  management  struc- 
ture is  designed  to  allow  for  fast  and  flexible 
response  to  global  market  opportunities  as  thc\  arise, 
and  our  1996  results  undeiscorc  ihi-  .i;)|irn.ich; 
approx.  122,000  employees  worldwide  achie\ed 
record  DVF.A/SG  earnings  of  DM  2.5  billion  (1995: 
D.M  2.1  billion);  earnings  per  share  rnse  from 
DM  4.33  to  DM  5.04.  and  the  dividend  was  increased  from  DM  1  "0  to  DM  1.90. 
Tli^      '       •     '        '  '  i:  \  is  a  major  challenge  we  have  targeted  to 

en-'  .  :  our  shareholders  the  world  ox'er. 


1.  American  Precision  Industries 

2.  AMP  Incorporated 

3.  Armistice  Resources  Ltd. 

4.  Baldor  Electric  Compamy 

5.  Callaway  Golf  Company 

6.  Canadian  National 

7.  Chieftain  International,  Inc. 

8.  Computer  Associates 

9.  Credit  Suisse  Group 

10.  Entergy 

11.  Fannie  Mae 

12.  Freeport-McMoran  Copper  &  Gold 

13.  Freeport-McMoran  Inc. 

14.  Harvard  Scientific  Corp. 

15.  Lyondell  Petrochemical  Company 

16.  MedCare  Technologies,  Inc.(MCAR) 

17.  Newport  Corporation  (Nasdaq:  NEWP) 

18.  Norfolk  Southern  Corporation 

19.  Overseas  Shipholding  Group,  Inc. 

20.  PacifiCorp 

21.  sanluis  corporacion 

22.  Southern  Company 

23.  Titan  Wheel  International,  Inc. 

24.  Trimas  Corporation 

25.  Union  Texas  Petroleum 

26.  VEBA 

Please  allow  a  few  weeks  for  processing. 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


Just  when  it  seemed  the  market  was 
ready  to  start  the  big  correction,  the 
Dow  industrials  posted  their  third- 
biggest  point  gain  in  history  on  Apr. 
22 — up  173  points.  A  week  later  the 
market  rose  another  179  points. 
Dean  Witter  market  analyst  Philip  J. 
Roth  concedes  the  market  is  more 
volatile  these  days,  but  he  is  more 
concerned  that  rising  interest  rates 
and  an  economy  that's  overdue  for  a 
recession  will  prevent  the  market 
from  going  higher. 

Investors  who  still  want  to  be  in 
stocks,  counsels  Roth,  should  own 
companies  that  tend  to  benefit  from 
the  late  stages  of  an  economic  recov- 
ery. He  says  oil  service  stocks  like 
Diamond  Offshore  Drilling  (ticker 
DO;  price  $65)  and  Schlumberger 
Ltd.  (SLB;  $110)  will  also  benefit 
from  increased  oil  exploration. 


Special  focus 


Petroleum's  11%  price  drop  per  barrel 
over  the  past  1 2  months  will  help  airlines 
and  truckers.  A  one-cent  drop  in  jet  fuel 
prices  equals  $178  million  in  annual  sav- 
ings for  the  airlines,  while  a  penny  decline 
in  diesel  fuel  prices  saves  the  trucking 
industry  $232  million.  Such  changes 
could  benefit  the  firms  listed  below. 


Energy  margin 


Company 

Recent 
price 

1997 
est  P/E 

Alaska  Air  Group 

24  3/4 

9 

Arnold  Industries 

uVa 

12 

Atlantic  Coast  Airlines 

13^1 

8 

Landstar  System 

25  Vs 

11 

MS  Can'iers 

191/4 

14 

Midwest  Express  HIdgs 

42 

11 

Old  Dominion  Freight  Line 

13 '/2 

12 

SkyWest 

14 

Sources:  IBES  Express;  IBES  Inc.  via  OneSource 
Informatm  Services:  U.S.  Dept.  of  Transportation; 
American  Trucking  Association. 


The  overall  market 


The  Barra  All-US  price  index  as  of  4/25/97 


12-month  closeup 
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Closeup  on  the  markets 


%  change  from 


Index  or  investment 

 2-week  change  

  1  year  ago 

5-year  high 

Barra  All-US  index 

2.2  % 

9.7% 

-7,4% 

S&P/Barra  Growth  index' 

5.1 

22.5 

-5.3 

S&P/Barra  Value  index^ 

2.4 

11.8 

-7.2 

Dowlones  industrials 

5.4 

^.9 

S&P500 

3.8 

17.1 

-6.2 

NYSE 

2.8 

14.1 

-6.4 

Nasdaq 

0.2 

I™  ' 

1.9 

-12.9 

PSE  Tech  100' 

-1.9  m 

6.1 

-12.6 

EAFE" 

2.4 

-4.0 

-5.2 

CR6  futures  index^^ 

2.3 

-5.0 

-5.2 

Sold^  (Gomex  spot) 

-1.3  1 

-12.3 

-17.5 

YenMper$US) 

0.2 

19.6 

-0.4 

Oil^  (W  Texas  Intermediate) 

1.5 

-11.2 

-29.4 

The  best  and  worst  performing  stocks 


2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Goulds  Pumps 

36 '74 

58% 

$1.86 

Clarify 

7'/2 

-63% 

$0.45 

VeriFone 

47  V4 

41 

1.81 

APAC  TeleServices 

91/2 

-60 

0.89 

National  Education 

20  1/4 

39 

0.76 

Forte  Software 

8  3/8 

-60 

0.29 

API 

29  5/8 

38 

1.82 

Zitel 

12 

-60 

1.00 

Checkfree 

133/4 

36 

-0,50 

Desktop  Data 

6 

-52 

0.33 

The  best  and  worst  performing  industry  factors' 


Best 

2-week 
change 

Change 
since 
12/31/98 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Trucking 

14,6% 

35.4% 

Pollution  control 

-6.1% 

-6.9% 

Photographic,  optical 

8.0 

-1.4 

Real  estate 

-2.8 

3,3 

Iron  &  steel 

6.9 

5.9 

Oil  refining,  distributing 

-2.7 

-1.9 

Health  care 

6.8 

6.2 

Precious  metals 

-1.4 

-8,7 

Construction 

6.5 

5.9 

International  oil 

-1.2 

-2,4 

Note:  Data  for  period  ending  4/25/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  tor  whicti  price  quotations  are  available  and  ordinary  stiares  of  foreign  stocks  traded  on 
U.S,  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  ttian  150  large-capitalization  stocks  tfiat  tiave  tiigfi  tiistorical  earnings  growtti  and  tiave  predicted  above-average  earnings 
growtfi.  ^Total  return  of  more  ttian  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S, 
technology  stocks.  Base  value  12/31/82  =  50  (adiusted),  "A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International,  ^Index  of  21 
commodity  futures,  ^Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  ^Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics. 
Multi-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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Foreign  vs.  U.S.  markets 

Developed  markets 

Emerging  markets 

180 

Total  return' 

Total  return' 

Value  of  $100  investBci  3/31/94  * 

Market 

3  months  12  months 

P/E 

3  months 

12  months  P/E 

1 

S&P  500  / 

Germany 

11% 

21% 

32 

Morgan  Stanley  Capital  International  indexes 

140 

Switzerland 

10 

6 

52 

Emerging  (EM)^ 

8% 

9%  18 

120 

eafe' 

Denmark 

7 

27 

22 

Emerging  (EMF)* 

8 

8  17 

Sweden 

7 

o4 

17 

Market 

100 

France 

6 

18 

27 

Turkey 

48 

49  13 

90 

Japan 

-12 

-Zo 

94 

Greece 

33 

28  14 

'94 

■95 

96  '97 

Hong  Kong 

-9 

9 

15 

Colombia 

25 

45  11 

As  of  3/31/97 

S&P  500 

EAFE 

New  Zealand 

-7 

5 

18 

Thailand 

-14 

-46  15 

P/E 

19.6 

25.0 

Yield 

2.0% 

2.2% 

Austria 

-3 

-3 

19 

Singapore* 

-9 

-15  20 

Price/book 

4.3 

2.4 

Australia 

-2 

8 

18 

China* 

-7 

8  15 

BY  JOHN  H.  CHRISTY 


Bonds  from  emerging  markets  may  be  overpriced  (sec 
Da\id  Goldman's  column  on  page  279),  but  there's  still 
room  to  make  money  in  stocks,  says  Robert  Furdak,  man- 
ager of  the  $200  million  (assets)  SSGA  Emerging  Market 
Fund.  He  cites  three  countries  where  depressed  prices 
have  created  bargains.  One  is  South  Korea,  where  stocks 
are  down  39%  (total  return)  in  the  last  12  months.  Two 
of  his  favorite  Korean  stocks,  which  also  have  American 
Depositary  Receipts,  are  Korea  Electric  Power  and 
Pohanu;  Iron  &  Steel.  The  latter  is  the  world's  second- 


largest  steel  company  and  sells  for  eight  times  trailing 
earnings.  Furdak  thinks  the  weakness  of  the  South  Korean 
won  will  boost  the  company's  exports.  He  also  likes 
Daewoo  Electronics  and  LG  Electronics  (formerly  Lucky 
Goldstar  Group)  for  similar  reasons. 

Furdak  has  put  some  money  in  Pakistan,  which  elected 
a  new  government  in  February.  His  picks  there:  Pakistan 
Telecom  anti  Flub  Power,  the  country's  leading  electric 
utilit)';  Hub  sells  for  seven  times  estimated  1997  earnings. 
In  Eastern  Europe  Furdak  favors  the  Czech  Republic,  for 
its  lagging  stock  market  and  strong  economy. 


1  Who's  hot 

1  Who's  not 

3-month 

3-month 

price 

price 

Company/country 

Business 

Price 

change 

P/E 

Company/country 

Business 

Price 

change 

P/E 

National  Mortgage  Bank/'Greece 

bank 

$61.91 

96% 

12 

Fujita  Kanko/Japan 

hotels 

$10.75 

-42% 

98 

Adv  Semiconductor  Eng/Taiwan 

semiconductors 

3,63 

88 

31 

Keppel  Fels/Singapore 

mfrs  offshore  rigs 

3.06 

-41 

17 

KinpoElectronics/Taiwan 

office  machines 

2.05 

77 

26 

Chiyoda/Japan 

construction 

3.35 

-38 

51 

Malaysian  Plantations/Malaysia 

financial  services 

2.02 

76 

40 

Thorn/UK 

rental  centers 

2.75 

-36 

6 

Intracom/Greece 

telecomm  equip 

37.79 

69 

33 

Cho  Hung  Bank/Korea 

bank 

5.14 

-34 

7 

Cheap  stocks  in  emerging  markets 


High-yielding  stocks  in  developed  markets 


Company/country 

Business 

Price 

Price/ 
book 

P/E 

Company/country 

Business 

Price 

Yield 

P/E 

Cemex/Mexico 

cement 

$4.03 

1.5 

5 

Booker/UK 

food  wholesaling 

$5.35 

9.1% 

11 

IntI  Nickel/Indonesia 

mining 

1.32 

0.5 

5 

Harrisons  &Crosfield/UK 

chemicals 

2.11 

8.8 

12 

CEZ/Czech  Republic 

electric  utility 

36.26 

0.6 

6 

Air  New  Zealand/New  Zealand 

airline 

1.80 

7.7 

9 

Tubos  de  Acero/Mexico 

pipes  &  tubing 

17.07 

1.6 

6 

Commonwealth  Bank/Australia 

bank 

10.02 

7.6 

10 

Indian  Petrochemical/India 

chemicals 

3.85 

1.4 

6 

Cross-Harbor  Tunnel/Hong  Kong 

tunnel 

2.16 

7.1 

13 

Note:  Data  for  period  ending  3,31/97.  Selected  stocks  have  a  market  capitalization  of  at  least  $300  million.  All  prices  are  in  U.S.  dollars.  ^Shows  price  return  on  the  EAFE  index 
of  foreign  stocks  converted  into  U.S.  dollars.  ^Performance  numbers  reflect  both  local  price  change  and  currency  fluctuation.  For  developed  markets,  dividends  are  reinvested 
after  subtracting  foreign  withholding  tax.  For  emerging  markets,  gross  dividends  are  reinvested.  -^Index  of  stocks  available  to  foreign  and  domestic  investors.  ""Index  of  stocks 
available  to  foreign  investors.  Source:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 
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IF  YOU  CAm  KtlAA  HERE... 
YOU  CAM7  REUU 


Vacation  in  your  own  private 
paradise.  As  tropical,  as 
quaint,  as  secluded  as  any 
undiscovered  island. 
Laucala,  a  Forbes  Magazine 
5  South  Pacific  Property  -  the 
^  perfect  island  resort. 


II  i<  Hia  is  for  people  who  want  the  ultimate  vacation 

I II  rience  -  the  finest  amenities  without  the  formalities. 

>  f  l<  -ep  sea  fishing  on  board  the  island's  private  fishing 
I.  ii    If  you  wish,  our  chef  will  prepare  your  c  atch  for 

)ur  dining  pleasure.  Dive  in  azure  waters,  world 

nowned  for  the  beauty  and  abundance  of  their 
al  fish  and  marvel  at  their  coral  reefs.  Fish. 

indsurf.  Sail,  Play  tennis.  There  are  no  sched- 

i  s.  none  of  life's  pressures. 

I  this  for  just  $2,495  U.S.  pp  for  8  days  anci  7 
ghts  ([)lus  Fiji  tax).  And  that  includes 
/ERYTHING.  ALL  meals.  ALL  dhnks. 


UNLIMITED  use  of  ALL  recreational 
facilities,  whenever  and  as  often  as 
you  wish  at  NO  EXTRA  COST. 

Though  it's  far  from  the  stresses  of 
everyday  life,  Laucala  is  easily 
accessible.  Our  island  has  its  own 
private  runway  and  scheduled 
commercial  flights. 

Find  out  more  about  this  paradise 
owned  and  operated  by  Forbes 
Magazine. 

To  receive  our  brochure  including 
information  on  our  Island 
Exclusive  call: 

1 -800-FORBES-5 
Or  write  to: 
Errol  Ryland,  Manager 
Box  149 
Fort  Garland,  CO  8 1 1 33 


STREETWALKER 


BYGAROUME 


Starcrossed^ 

Starbucks  Corp.,  coffee 
shop  to  the  stars,  may  be 
running  out  of  steam.  Shares  in  the 
$970  million  (1997  estimated 
sales)  company  have  dropped  from 
$40  in  October  to  a  recent  $28. 

The  shares  could  go  lower.  Why? 
Higher  bean  prices  and  a  slow- 
down in  same-store  sales  growth. 
Heavy  rains  in  Colombia  have 
driven  futures  prices  of  the  arabica 
beans  that  Starbucks  uses  up  from 
$1  per  pound  last  tall  to  a  recent 
$2.25.  Merrill  Lynch  flitures  ana- 
lyst Judith  Ganes  thinks  bean  prices 
could  hit  $2.75  by  this  summer. 


Banli  buy 

Unsung  value  lies  in  the 
U.S.'  largest  mutual  bank 
holding  company,  People's  Bank, 
Connecticut  (Nasdaq:  pbct).  The 
$9.3  billion  (assets)  bank  trades  at 
$30,  down  17%  since  January. 

Friedman,  Billings,  Ramsey  &  Co. 
analyst  Laurie  Havener  Hunsicker 
likes  People's  Bank  because  it's  big 
in  supermarket  banking,  which  is 
booming  across  the  wealthy  state. 
Deposits  made  in  supermarkets 
more  than  tripled  in  the  past  year,  to 
a  recent  $262  million.  People's  is 
the  nation's  26th-largest  issuer  of 
bank  credit  cards,  but  bad  debt's 
not  a  problem;  delinquency  rates  on 
the  cards  have  declined  from  4%  a 
year  ago  to  a  current  3.5%. 

The  shares  liaxe  fallen  on  fears  of 
interest  rate  hikes.  But  investors 
don't  like  People's  confijsing  capital 
structure.  Only  25  million  of 
People's  61  million  shares  trade. 
The  rest  sit  at  the  holding  company. 
If  People's  became  a  stock  company, 
Hunsicker  thinks  the  shares  would 
jump  to  the  low  50s.  That's  because 
People's  trades  at  1 1  times  earnings 
and  80%  of  book,  assuming  full  con- 
version. Fully  converted  peers  trade 
at  around  14  times  earnings  and  1.4 
times  book. 

People's  may  soon  reorganize 
into  a  two-tier  mutual  holding  com- 
pany; if  state  regulators  approve,  die 


A  sure  thing? 


Bad  news,  since  Starbucks  man- 
ages its  business  based  on  coffee  in 
the  $l-to-$1.50-per-pound  range. 

In  March  Starbucks  announced 
an  increase  in  coffee  prices  of 
5  cents  per  cup  and  30  cents  more 
a  pound  for  roasted  coffee  beans. 
Last  month  Starbucks  warned 
another  hike  may  be  coming. 

Same-store  sales  growth  has 
slowed  from  19%  in  1994  to  an 
estimated  5%  this  year.  Not  exactly 
the  stuff  for  which  investors  are 
willing  to  pay  41  times  earnings. 
The  stock  could  drop  to  the  high 
teens  by  year-end.  Shares  are  bor- 
rowable  if  you  want  to  short  it.  ■ 


holding  company  could  buy  back 
shares  without  triggering  a  tax  bill. 
More  potential  for  the  stock. 

Fundamentals.^  Hunsicker  says  the 
company's  1997  earnings  should 
rise  12%  from  last 
year.  The  shares  could 
trade  25%  higher 
within  a  year,  even 
absent  a  conversion. 
People's  stock  yields 
3.3%. 

-Shailaja 
Neelakantan 

The  Piper  pays 

Closed-end 
'^^^  fttnds  selling  at 
discounts  to  net  asset 
value  are  great  deals. 
Especially  when  the  issuer  plans  to 
buy  back  shares  at  net  asset  value. 
Jason  Dahl,  analyst  at  Brook  Inter- 
national Asset  Management,  recom- 
mends seven  Piper  Jaffray  bond 
funds  for  this  reason  (see  table). 
They  recently  traded  at  discounts  of 
8%  to  11.5%. 

The  buyback  is  the  result  of  a 
shareholder  suit  over  nondisclosure 
of  risk  to  the  funds  in  1994.  Fund 
manager  Piper  Jaffray  invested  in 
leveraged  high-yield  instruments 
that  crashed  when  interest  rates 
rose.  The  fimds  lost  20%  to  35%. 

According  to  a  preliminary  setde- 


Fund/ticker 

Recent 

Discount 

price 

toNAV 

J  A 

0 . 1  J  /c 

Amer  Govt  Income  Portfolio/AAF 

6 

9.50 

Amer  Opportunity  Income/OIF 

9.31 

Amer  Select  Portfolio/SLA 

m 

9.99 

Amer  Strategic  Inc  Portfolio/ASP 

11 

11.00 

Amer  Strategic  Inc  Portfolio  ll/BSP 

11.57 

Amer  Strategic  Inc  Portfolio  ll/CSP 

m 

9.68 

Piper  Jaffray  will  likely  buy  in  portions 
of  these  funds  at  net  asset  value, 
giving  shareholders  a  welcome  boost. 


ment  reached  in  March,  Piper  must 
pay  $15.5  million  to  shareholders 
and  offer  share  repurchases  at  NAV. 
These  repurchase  levels  range  from 
25%  of  the  outstanding  stock  for  the 
top  three  fimds  to  1 0%  for  the 
others.  Another  plus  for  the  bottom 
four:  If  within  two  years  the  fund 
isn't  trading  at  a  discount  to  NAV  of 
5%  or  less,  it  can  convert  to  an 
open-end  fimd.  Discounts  would 
vanish  because 
investors  could 
redeem  shares  at 

NAV. 

Final  approval 
of  the  settlement 
takes  place  next 
month;  buybacks 
will  likely  happen 
by  October.  In  the 
meantime  the 
funds  carry  yields 
of  between  7% 
and  9%.  Total 
returns  could  be 
15%  or  greater, 

annualized. 


Ill  at  Urohealth? 

Urohealth  Systems 
(UROH)  is  a  $105  million 
(1997  estimated  revenues)  maker  of 
urological  and  gynecological  prod- 
ucts. Recently  trading  o-t-c  at  $8, 
LTrohealth  has  been  snatching  up 
companies  and  adding  new  licensing 
and  distribution  agreements.  Bulls 
say  the  acquisitions  could  put  the 
company  in  the  black  after  five  years 
of  losses. 

Doubtful.  The  company  needs 
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cash.  This  past  September,  when  the 
stock  was  at  10,  it  tried  to  sell  5  mil- 
lion shares.  Only  2.5  million  could 
be  sold,  at  $8  each.  Last  month 
Urohealth  raised  $110  million  in  a 
private  placement  of  bonds  paying 
12.5%.  In  an  April  filing,  it  stated, 
"There  can  be  no  assurance  that  its 
operating  activities  will  generate  suf- 
ficient cash  flow  to  meet  the  compa- 
ny's needs  in  any  future  period." 

The  company  is  paying  $70  mil- 
lion in  stock  to  buy  Imagyn,  a 
moneylosing  medical  device  compa- 


ny trading  at  $7.50— half  its  1996 
IPO  price.  Imagyn's  $43  million  in 
cash  and  $50  million  credit  line 
looked  good. 

Some  key  people  are  leaving. 
Urohealth  board  member  Julian 
Osbon  departed  earlier  this  year, 
unloading  one-quarter  of  his  10% 
Urohealth  stake.  Last  month,  insid- 
ers, for  the  most  part,  registered  to 
sell  9.5  million  shares  of  mostly 
restricted  stock,  including  the  rest  of 
Osbon's  shares. 

Urohealth  began  life  as  publicly 
traded  Davstar  Industries.  In  1993 
the  SEC  charged  Davstar  with 
making  false  statements  about  the 
potential  of  its  main  product  and 
later  with  paying  a  newsletter  pub- 
lisher to  hype  its  stock.  The  compa- 
ny settled  the  cases  in  late  1995, 
changed  its  name,  brought  in  new 
management  and  did  a  reverse  stock 
split.  If  you  want  to  short  Uro- 
health, shares  are  borrowable.  You'll 
be  betting  against  Drexel  alum 
investor  Leon  Black,  but  some  money 
managers  think  these  shares  could  H 
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What's 
cooking  in  your 
portfolio? 


I 


Every  investor  knows  that  a  balanced 
diet  is  best  for  long-term  financial  health. 

That's  why  your  advisor  at  Bank  Julius 
Baer  blends  the  resources  of  the  Julius 
Baer  group  into  a  recipe  for  long-term 
after-tax  performance. 

International  wealth  management  is 
our  strength.  Personalized  service  is  our 
commitment.  For  Julius  Baer  group 
expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  395  20  20 


JB^°B 


BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 

http://www-juliusbaer.com 


THE  MUHLENKAMP  FUND 


"My  money  is  in  it 
IVty  name  is  on  it' 

Roil  Miihleiikamp, 
Fund  Mtiiuifier 


AVERAGE  ANNUAL  RETURNS  THROUGH 
MARCH  31, 1997 

ONE  YEAR 

25.7% 

THREE  YEAR 

19.6% 

FIVE  YEAR 

16.8% 

SINCE  INCEPTION  /  s 

14.7% 

►  700%  No  Load   >  IRA's  Available 
>  $200  mill,  investment 

CAIl  1-800-860-3863 

FOR  A  FREE  PROSPECTUS  AND 
MORE  INFORMATION. 

Muhlenkamp  &  Company,  Inc. 

m  I'trry  Highway  •  Wexford,  PA  1S()9() 
Iniernet  Address:  littp://miililenkanip.com 

Please  read  the  prospectus  carefully  hefore  \m  in\cst 
This  offer  is  made  to  persons  residing  in  jurisdictions 
v\  here  such  offer  can  lejialh'  he  matle,  P;ist  performance 
tloes  not  guarantee  himre  results.  I'lind  shares  when 
redeemed  may  he  worth  more  or  less  than  original  cost. 


Because  it  has  historically  moved  in 
the  opposite  direction  of  stocks  and 
bonds,  gold  is  a  vital  asset  to  hold  in  con- 
junction with  paper  investments  in  order  i 
to  reduce  risk  and  volatility. 

In  the  U.S.,  more  investors  choose 
the  American  Eagle  gold  bullion  coin 
than  any  other  bullion  coin  in  the  world. 
American  Eagles  are  the  only  bullion 
coins  backed  by  the  U.S.  Government  for 
weight  and  content.  Guaranteed. 

Blanchard  and  Company  is  one  of 
America's  largest  and  most  respected 
precious  metals  dealers.  We  sell 
American  Eagles  at  just  1%  above  our 
cost.  Call  1-800-880  4653  to  order. 

1  800-8804653 

Please  Ask  For  Extension  700 

BLANCMARDJ 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
here,  high  in  the  Southern  Rockies  of 
Colorado. You're  in  the  midst  of  250  magnifi- 
cent square  miles  known  as  Forbes  Trinchera- 
the  perfect  getaway  from  the  stresses  of  the 
corporate  world. 

Your  accommodations,  which  include  an 
experienced  professional  staff  of  fifty,  fit  per- 
;ctly  into  the  natural  setting  of  this  property. 
Here,  you're  surrounded  by  majestic  beau- 
ty. Lofty  peaks  scrape  the  blue  Colorado  sky- 
the  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
feel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


MUNtY  &  INVtSIMtNIS 


FIXED  INCOME  STRATEGY 


Fool  me  twice, 
shame  on  me 


BY  DAVID  P.  GOLDMAH 


David  P.  Goldman 
is  president  of  SG 
Capital  Management 
Ltd.,  a  New  York 
money  manager. 


DURING  1993  AND  1994  Wall  Street  told  insti- 
tutional investors  that  Mexican  bonds 
deserved,  and  would  soon  receive,  an  invest- 
ment-grade rating.  It  was  the  worst  possible 
advice.  Mexico's  December  1994  currency 
devaluation  caused  a  crash  felt  across  the 
developing  world's  bond  markets.  Emerging- 
market  bond  prices  fell  by  25%  to  50% 
between  December  1994  and  March  1995. 

The  siren  is  singing  her  song  again,  and  this 
time  individuals  are  going  to  get  hurt. 
Through  mutual  hands,  individual  investors 
own  $2.5  billion  of  emerging-market  bonds. 
The  Web  pages  of  the  big  mutual  fund  orga- 
nizations are  pitching  emerging-market  bond 
products.  Expect  the  brokerage  industry  to 
gear  up  for  a  sales  blitz  soon. 

Modern  technology  makes  this  sort  of  sales 
pitch  much  more  effective  than  it  used  to  be. 
In  the  1920s  salesmen  for  National  Cit}'  Bank 
peddled  soon-to-default  Latin  American 
bonds  door-to-door.  Today  the  bond  floggers 
have  the  Internet. 

The  Mexican  crash  soon  forgotten,  emerg- 
ing-market bonds  staged  a  comeback  for  the 
record  books.  J. P.  Morgan's  Emerging  Mar- 
kets Bond  index  rose  by  122%  between  its 
March  1995  low  and  the  end  of  February 
1997.  This  figure  doesn't  even  include  the 
double-digit  coupon  income  from  the  bonds. 
Since  the  late  February  highs,  the  J. P.  Morgan 
index  has  given  back  about  5%. 

1  strongly  recommended  emerging- market 
debt  when  it  was  in  the  gutter  (Apr.  24, 
1995).  The  market  had  overreacted  to  the 
Mexican  mess.  But  now  it  has  overreacted  in 
the  other  direction,  and  it's  time  to  get  out. 

In  April  1995  emerging-market  bonds 
yielded  a  full  10  percentage  points  above  U.S. 
Treasurys.  Since  then,  the  spread  above  Trea- 
surys  has  fallen  to  barely  3  percentage  points, 
or  300  basis  points,  the  lowest  on  record. 
Indeed,  emerging-market  debt  now  trades  at 
spreads  equal  to  those  on  U.S.  corporate  debt 
of  junk  qualit)'. 

I'd  take  the  corporate  junk  and  stay  in  dol- 
lars. Remember  this:  If  Mexico  defaults,  Carl 
Icahn  does  not  have  the  right  to  present  a 
reorganization  plan  or  seize  assets. 


What  sort  of  shock  might  rouse  investors 
from  their  complacency?  The  answer  is  the 
same  as  it  was  in  December  1994,  namely, 
Mexico's  political  fragility.  Mexico  continues 
to  lead  the  overall  market  in  junk  country 
ciebt,  just  as  it  did  during  the  unpleasant 
period  following  the  peso  crisis. 

It's  remarkable  how  all  of  the  emerging 
bond  markets  move  in  lockstep.  Why  should 
returns  to  Russian  bonds  correlate  with  Mexi- 
can returns  by  nearly  80%,  or  Argentinean 
bonds  move  in  virtual  lockstep  with  Mexican 
debt.'  Nigerian  debt,  for  that  matter,  shows  a 
95%  correlation  with  Mexican  debt.  The  herd 
behavior  of  yield-hungry  institutional 
investors  is  responsible  for  this  pattern.  They 
don't  distinguish  between  Buenos  Aires  and 
Mexico  City. 

If  Mexico  defaults,  Carl  Icahn  does 
not  have  the  right  to  present  a 
reorganization  plan  or  seize  assets. 


Returns  to  emerging-market  bonds,  more- 
over, are  highly  correlated  with  the  U.S.  stock 
market.  That  is,  they  don't  help  you  diversify 
your  portfolio. 

Only  in  January  Mexico  repaid  the  last 
installment  of  a  $20  billion  U.S.  government 
loan  taken  aft:er  the  disastrous  December 
1994  devaluation — it  did  it  by  refinancing  on 
the  Eurobond  market.  Mexico  was  a  favorite 
of  Wall  Street  brokerage  house  analysts,  and 
the  Clinton  White  House  took  credit  for  turn- 
ing the  taxpayers  a  tidy  $500  million  profit  on 
the  bailout  loan. 

The  White  House  isn't  smiling  anymore, 
not  aft:er  all  the  latest  reports  implicating  top 
Mexican  officials  as  well  as  state  governors  in 
narcotics  trafficking.  I  predicted  a  Mexican 
political  crisis  last  fall  (Forbes,  Oct.  21),  but 
this  is  worse  than  I  expected. 

A  confi-ontation  between  the  U.S.  and 
Mexico  over  the  narcotics  issue  is  inevitable. 
When  that  happens,  the  Hollywood  set  display- 
ing Mexican  financial  stability'  will  tumble  to 
the  ground.  The  same  institutions  tliat  lined  up 
to  buy  emerging  debt  will  stampede.  My  advice 
to  Forbes  readers:  Stay  out  of  the  way.  H 
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PORTFOLIO  STRATEGY 


Nowhere  to 
go  but  down 


BY  KENNETH  L.  FISHER 


Kenneth  L.  Fisher 
is  a  Woodside,  Calif.- 
based  money  manager. 
His  third  book  is  100 
Minds  that  Made  the 
Market. 


Short  Toyota  (57,  toyoy);  buy  Nissan  (12, 
nsany).  Toyota  is  so  overpriced  today,  it  sells 
for  more  than  General  Motors,  Ford  and 
(>hrysler  put  together.  The  market  says 
Toyota  is  worth  $106  billion.  General  Motors 
(57,  GM)  is  priced  at  $42  billion.  Ford  (35,  F) 
at  $39  billion.  And  Chrysler  (30,  c)  at  $20 
billion.  Nissan  is  valued  at  $15  billion. 

If  you  don't  like  Nissan,  if  you  agree  with 
the  Forbes  article  (see  p.  65)  skeptical  of  its 
comeback  efforts,  short  Toyota  anyhow  and 
buy  the  U.S.  big  three.  Toyota  is  so  over- 
priced as  to  be  almost  ridiculous. 

Yes,  I  know.  Toyota  has  a  hot  lineup  and 
better  and  faster  engineering  than  anyone 
else.  It  is  generally  better  managed  than  most 
competitors.  And  more  aggressive.  I  won't 
argue  these  points.  However,  you  can  overpay 
for  a  qualit}'  image,  and  Toyota's  virtues  are 
overrecognized  and  overpriced.  Stocks  ofi:en 
look  their  best  just  before  they  fall. 

Wall  Street  usually  adopts  a  favorite  or  two 
among  the  autos,  often  based  on  a  hot  run  of 
models.  But  the  leader  flips  to  laggard  just 
when  it  ramps  up  its  PR  machine  and  its  boss 
starts  gracing  magazine  covers.  In  autos  a  big 
ego  goeth  before  a  fall.  For  me  the  clincher 
was  Toyota's  Apr.  7  Business  Week  cover 
spread.  We  all  know  that  magazine's  history 
of  bad  calls. 

Toyota  is  a  distant  third  in  global  auto  mar- 
ket share,  just  ahead  of  Volkswagen.  Nissan  is 
fifth.  Toyota's  president,  Hiroshi  Okuda,  says 
he  wants  to  dominate  the  world  auto  market. 
Fine,  but  that  is  already  in  the  stocks.  Ford 
and  GM  both  sell  at  28%  of  annual  sales,  eight 
times  earnings  and  two  times  cash  flow.  With 
Ford  you  get  a  4.8%  dividend  yield.  GM  yields 
3.5%.  Chrysler  yields  5.3%  and  sells  at  a  p/e 
of  6  and  38%  of  revenue.  All  three  stocks  are 
flat  over  the  last  year. 

But  Toyota  sells  at  105%  of  revenue,  38 
times  relatively  normal  earnings  and  16  times 
cash  flow,  with  almost  no  dividend.  Is  Toyota 
that  much  better  an  outfit?  Worth  more  than 
the  big  three  all  put  together?  No  way. 

Toyota's  U.S.  market  share  is  relatively 
stagnant  right  now.  1  see  Nissan  as  the  swing 
factor.  Botli  Nissan  and  Toyota  sell  about  half 


their  cars  outside  Japan.  But  Nissan's  cars  are 
lower-end,  and  we've  had  world  auto  markets 
recently  that  favor  high-end  cars.  As  Europe 
and  Japan  revive,  which  is  only  starting  now, 
more  ordinary  people  will  be  able  to  buy  cars, 
and  that  bodes  well  for  Nissan.  Nissan's  low- 
end  line  will  pick  up  relative  to  Toyota  and 
reduce  the  spread  between  them,  making 
Nissan  look  better  and  Toyota  worse. 

Nissan  isn't  profitable  now,  but  it  will  be. 
It  sells  for  the  same  price  it  did  ten  years  ago, 
which  is  pretty  rare.  Nissan  is  55%  as  big  as 
Toyota  in  revenue  but  sells  for  14%  of 
Toyota's  total  market  cap.  Buying  Nissan 
while  selling  short  Toyota  dollar  for  dollar 
leaves  you  net  neutral  to  Japanese  auto  sales 
and  is  a  simple  bet  on  the  low  end  of  the 
auto  market  as  the  non-U. S.  market  revives. 

The  leader  flips  to  laggard  just  when 
it  ramps  up  its  PR  machine  and  its 
hoss  starts  gracing  magazine  covers. 


Right  now  a  good  ox  erall  auto  exposure 
might  be  6%  of  your  global  equity  portfolio: 
2%  Nissan,  2%  Ford,  1%  GM  and  1%  Fiat  (16, 
FIA,  see  my  Jan.  27  column).  If  you  are  com- 
fortable selling  short,  you  can  boost  your  div- 
idend income  and  cut  your  overall  risk  using 
2%  GM,  2%  Ford,  1%  Chrysler,  2%  Fiat,  3% 
Nissan  and  shorting  4%  in  Toyota. 

Moving  from  stocks  to  buy  to  books  to 
buy,  get  yourself  a  copy  of  Tony  Spare's  terri- 
bly titled  new  book.  Last  Chance  Financial 
Planning  Guide  ($15;  Prima  Publishing).  1 
think  it  should  have  been  Wit  and  Wisdom 
From  One  of  the  Street's  Savviest  Survivors.  I 
have  known  Spare  more  than  half  my  life — 
since  my  father  taught  him  at  Stanford. 
About  half  that  time  we  have  argued.  He  is 
ornery  and  stubborn.  But  I've  always  respect- 
ed and  admired  him.  His  first  book  was  infor- 
mative but  boring. 

In  this  new  book,  he  is  brilliant  from  the 
first  paragraph.  Tony  questions  much  of  Wall 
Street's  conventional  wisdom  for  225  pages. 
That's  good.  When  Tony  Spare  speaks,  I  lis- 
ten. You  should,  too.  M 
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The  venerable  Dow  Theory  currently  is  on 
a  buy  signal.  Should  you  be  paying  any  atten- 
tion to  the  Dow  Theory,  this  lOO-year-old 
market-timing  model?  I  think  so.  It  has  an 
impressive  track  record  that — believe  it  or 
not — even  a  few  pioneering  finance  professors 
are  beginning  to  recognize. 

The  Dow  Theory  began  with  a  series  of 
William  Peter  Hamilton  editorials  in  the  Wall 
Street  Journal  between  1902  and  1929.  Many 
of  those  editorials  focused  on  how  to  distin- 
guish the  beginning  of  a  bear  market  from  a 
mere  correction.  That's  the  question  on 
everyone's  mind  today. 

Here's  the  theory:  If  the  market  comes 
back  strongly  aft:er  a  correction  and  both  the 
Dow  industrial  and  Dow  transport  averages 
surpass  their  precorrection  highs,  then  it's  not 
a  bear  market.  But  if  the  postcorrection  rally 
fails  to  take  either  one  or  both  the  Dow  aver- 
ages back  to  their  previous  highs  and  if  both 
averages  then  proceed  to  fall  below  their  cor- 
rection lows,  a  Dow  Theory  sell  signal  will 
be  generated. 

The  Dow  Theory  has  some  very  impressive 
calls  to  its  credit.  Several  were  from  Richard 
Russell,  who  has  been  editing  his  Dow  Theory 
Letter  since  1958 — longer  than  any  other 
advisory  letter  editor  publishing  today.  Russell 
used  the  Dow  Theory  to  generate  a  buy  signal 
in  January  1975,  within  a  few  weeks  of  the 
bottom  of  the  great  1973-74  bear  market — in 
which  he  had  been  predominantly  bearish.  He 
used  it  again  in  August  1987  to  get  out  of 
stocks  two  months  prior  to  the  1987  crash. 

Academics  have  traditionally  dismissed  the 
Dow  Theory,  starting  with  a  seminal  1934 
study  that  appeared  in  a  prestigious  academic 
journal.  The  study  found  that  followers  of  the 
Dow  Theory  lagged  a  buy-and-hold  between 
1902  and  1929.  It  was  a  watershed  article, 
which  in  many  ways  became  the  father  of  the 
Efficient  Market  Hypothesis. 

The  study  turns  out  to  have  been  fatally 
flawed,  however.  According  to  William  Goetz- 
mann,  a  professor  at  Yale's  School  of  Manage- 
ment, the  Dow  Theory  substantially  reduces 
the  risks  involved  in  buying  and  holding. 
Once  this  risk  reduction  is  taken  into  account. 


Hamilton's  application  of  the  Dow  Theory 
beat  the  market  by  an  impressive  margin. 

Now  to  the  burning  question:  Is  the  Dow 
Theory  calling  for  a  bear  market  now.'  After 
one  of  the  biggest  market  retreats  since  1990, 
it  is  not  surprising  that  people  are  worried. 

Wliat  does  the  Dow  Theory  say?  The  Dow 
transportation  index  has  already  surpassed  its 
precorrection  high,  so  let's  turn  to  the  Dow 
industrial  index.  Will  it  eclipse  its  precorrec- 
tion high  of  7085?  If  it  does,  the  bull  market 
will  be  deemed  intact.  If  it  doesn't,  and  if 
both  Dow  averages  then  drop  below  their 

Once  risk  reduction  is  taken 
into  account .  . .  the  Dow 
Theory  beat  the  market  by 
an  impressive  margin. 

correction  lows  of  6477  and  2350,  respective- 
ly, look  out  below! 

What  should  you  do  while  waiting  for  the 
market  to  resolve  the  matter?  You  could  jump 
the  gun  and  build  up  cash  now  in  anticipation 
of  an  eventual  bearish  resolution.  This  is  Rus- 
sell's recommended  course  of  action. 

Not  all  Dow  theorists  agree  with  Russell, 
however.  Their  response  is  to  stay  invested 
until  and  unless  a  definite  sell  signal  is  gener- 
ated. This  is  the  approach  that  is  being  recom- 
mended by  Dow  Theory  Forecasts,,  another 
long-lived  letter  whose  market-timing 
(though  not  its  stock  selection)  is  based  on 
the  Dow  Theory. 

Dow  Theory  Forecasts  recommends  that 
investors  "remain  invested  and  use  price  pull- 
backs  to  add  to  portfolios."  Here  are  the  ser- 
vice's top  picks  for  one-  to  three-year  gains: 
Abbott  Laboratories  (recent  price:  61),  Air 
Products  &  Chemicals  (71),  American  Busi- 
ness Products  (24),  Callaway  Golf  (30),  ECl 
Telecom  (22),  Harcourt  General  (45), 
Hewlett-Packard  (52),  Merck  (92),  Pittston 
Brink's  (32),  Southwest  Airlines  (28),  Veri- 
Fone  (50),  Vishay  Intertechnology  (23).  (ECl 
Telecom  trades  o-t-c.) 

The  two  Dow  Theory  letters  agree  the 
market  is  at  a  crucial  point.  They  disagree  as 
to  where  it  will  go  from  here.  H 
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Yes,  I  KNOW  that  the  stock  market  took  a  1 0% 
hit  and  Alan  Greenspan  hasn't  dropped  the 
other  shoe  yet,  but  I  am  still  bullish.  One-half 
of  the  March-April  decline  was  a  result  of  pro- 
gram traciers  who  took  advantage  of  insecure 
and  unsettled  investors  to  accelerate  the 
downtrend. 

More  important,  there  are  too  many  flaws 
in  the  picture  the  bears  paint.  If  rates  are 
going  considerably  higher  and  the  Fed  is 
going  to  tighten  several  times,  why  are  bonds 
holding  so  steady?  Bond  traders,  unlike  their 
stock  brethren,  focus  on  one  and  only  one 
thing,  the  course  of  rates.  Not  earnings,  not 
management,  and  they  never  hope  for  or  look 
for  takecwers.  But  bonds  have  held  steady  in 
the  low  7%  range. 

Furthermore,  many  bond  surrogates  are 
equally  firm.  Fannie  Mae  has  been  firm  in  the 
high  30s  to  low  40s,  and  Federal  Home  Loan 
Mortgage,  or  Freddie  Mac,  has  likewise 
shown  no  inclination  to  trade  lower.  If 
investors  truly  believed  rates  were  going  to 
ratchet  upward,  those  would  be  the  very  first 
stocks  they  would  sell. 

If  you  have  some  cash, 
put  it  to  work.  Now. 


I  am  also  encouraged  by  the  fact  that  retail 
stocks  have  done  little  and  generally  traded 
lower.  On  Friday,  Apr.  1 1,  the  market  lost  148 
points  in  part  because  retail  sales  are  picking 
up  anci  the  consumer  is  gaining  confidence. 
Perhaps,  but  why  isn't  the  Gap  or  Saks  or 
Federated  trading  higher? 

The  bears  also  contend  that  the  economy  is 
stronger  than  generally  expected.  Maybe,  but 
have  you  noticed  small  stocks  of  late?  Wall 
Streeters  contend  that  the  best  environment 
for  smaller  names  is  a  rising  economy.  If  the 
economy  is  going  to  see  sustained  growth, 
why  are  small  stocks  telling  us  otherwise? 

Then  there  is  the  mutual  fund  issue.  If 
you  recall,  the  bearish  argument  was  that 
the  nouveau  fund  buyers  would  panic  at  the 
first  downturn.  Their  selling  would  precipi- 
tate a  market  decline.  But  that  is  not  what 


has  happened.  True,  mutual  fund  sales  have 
slowed,  but  they  haven't  turned  to  selling. 
There  is  a  world  of  difference  between 
buying  less  and  selling. 

My  conclusion  is  that  the  bearish  case  just 
doesn't  wash.  Yes,  we  have  had  a  correction. 
But  since  1915  we  have  averaged  almost  one 
5%  correction  every  quarter.  Since  1990  we 
have  had  only  one  a  year,  so  we  were  due. 

For  most  investors,  my  first  suggestion  is, 
remember  that  you  are  an  investor,  not  a 
trader.  Second,  ignore  the  "bad"  news  and 
hysteria.  Analysts  who  have  been  predicting 
the  fall  for  three  to  five  years  are  finally 
having  their  day,  but  if  you  had  listened  to 
those  people  for  the  past  dozen  years  you 
probably  would  be  reading  a  borrowed  copy 
of  Forbes. 

My  third  suggestion  is:  If  you  have  some 
cash,  put  it  to  work.  Now.  Many  advisers  are 
suggesting  you  wait  until  the  dust  settles, 
until  a  clearer  picture  emerges,  until  confi- 
dence is  rebuilt.  That's  wonderfijl  rhetoric, 
but  by  then  the  market  is  likely  to  be  near  its 
old  highs  and  you  will  have  missed  out  on  the 
easiest  part  of  the  gains. 

I  would  especially  focus  on  technology, 
financial  services  and  consumer  nondurables. 
Start  with  Compaq  (84)  and  IBM  (158).  In 
the  financial  area,  American  Express  (67), 
Citicorp  (111)  and — my  longtime  favorite — 
Wells  Fargo  (267).  Among  the  consumer 
names,  RJR  (29)  has  a  7%  dividend  yield,  but, 
as  anyone  knows  who  reads  the  papers,  there 
is  some  risk  involved.  Procter  &  Gamble 
(127)  and  Bristol-Myers  Squibb  (66)  are  two 
other  names  in  that  sector. 

I  am  less  clear  on  energy:  Exxon  (56), 
Mobil  (128)  and  Adantic  Richfield  (135)  have 
been  solid  performers  and  hardly  budged  in 
the  dip.  But  in  the  last  seven  series  of  Federal 
Reserve  Board  rate  hikes  the  energy  sector  has 
been  die  worst  performing,  losing  an  average 
of  3%  in  tlie  following  three  months. 

Last,  exercise  caution  in  small  technology 
stocks.  I  am  sure  there  are  some  real  bargains, 
but  unless  you  really  understand  the  world  of 
computers  and  new  technology,  it's  not  worth 
the  risk.  The  risk/reward  ratio  in  stocks  like 
Shiva  or  PictureTel  do  not  add  up  to  a  posi- 
tive conclusion.  M 
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Annual  report  time  again.  An  effective 
annual  communicates  management's  achieve- 
ments, mistakes  and  feel  for  its  business.  An 
honest  forecast,  or  an  admission  of  visceral 
pessimism  or  optimism,  is  worth  more  than  a 
hundred  pages  of  corpora tese. 

There  are  a  few  good  ones.  McDonald's, 
which  had  a  tough  year,  issued  a  concise  but 
detailed  annual.  They  tell  you  exactly  where 
they're  going  for  their  growth — abroad.  What 
I  like  is  they  print  their  ten-year  record,  front 
inside  cover.  Nobody  does  this  anymore.  Even 
GE  cuts  off  at  five  years. 

It's  refreshing  that  complex  technology' 
operators  like  Microsoft  and  Intel  publish  sim- 
plistic annuals,  usually  no  more  than  40  pages. 
Their  charts,  tables  and  graphs  are  easy  to 
read,  and  the  chairman's  message  is  short  and 
sweet.  "We  made  a  lot  of  money  for  you,  and 
we're  pumping  more  back  into  R&D." 

The  longest  but  best  interpretive  chairman's 
letter  came  from  Louis  Gerstner  of  IBM.  He 
tells  you  what  IBM  has  accomplished  under  his 
reign  and  lists  his  goals.  IBM  sells  at  around  six 
times  cash  flow,  with  the  market  at  over  ten. 
IBM's  top-line  growth  is  just  single  digits,  but 
it  is  spending  more  for  R&D  and  capacity. 
Good  report,  good  stock. 

Among  the  oils,  Exxon's  the  best.  It  reports 
methodically  on  worldwide  operations.  Up 
front  you  see  what  it  is  spending  to  replace 
depleted  reserves  and  how  successful  drilling 
and  exploration  is  coming  in.  Exxon  stopped 
diversifying  more  than  a  decade  ago  and  has 
bought  in  gobs  of  stock.  Shareholder  value  is 
more  than  a  buzzword  here. 

The  same  goes  for  GE.  Its  report  is  terse  and 
to  the  point.  Simple  cover,  few  glossy  photos. 
This  is  a  shirtsleeve  management,  and  the 
annual  report  makes  that  point. 

Coca-Cola's  annual  is  a  most  curious  and 
insidious  document.  More  a  billboard  than  an 
interpretive  report.  The  hubris  of  manage- 
ment pours  from  every  page.  For  1996  the 
cover  is  a  blank  field  of  red  with  one  word, 
"Thirsty?"  Hail  to  the  king  of  fizz?  Coke  is 
going  to  keep  buying  in  its  stock  whatever  the 
price.  It  will  knock  out  PepsiCo  and  induce 
the  Russians,  Chinese  and  Brazilians  to 


chugalug  Coke  till  the  end  of  time. 

Before  I  read  the  annual,  I  read  the  proxy 
statements  to  gauge  the  salary  and  options 
take  of  top  management,  how  much  stock 
insiders  hold  and  whether  shareholders  are 
experiencing  dilution,  net  of  share  buybacks. 
Banks  like  Citicorp  and  Chase  issue  two  shares 
for  every  four  they  buy  back — diluting  the 
buyback.  There  are  exceptions  like  Nations- 
Bank and  Wells  Fargo,  but  not  even  Microsoft 
and  Intel  are  above  reproach  when  it  comes  to 
making  management  rich.  Years  ago  manage- 
ment compensation  ran  40-to-I  over  average 
employee  salaries.  Today  it  is  IOO-to-1,  with 
no  top  in  sight. 

The  swishiest  annuals  usually  come  from 
the  music,  film  and  media  operators  like 
Disney,  Time  Warner  anci  PolyGram.  Disney's 
Michael  Eisner  doesn't  fool  me  with  his  folksy 
message.  Shareholders  shouldn't  be  treated 
like  children. 

My  vote  for  the  best 
1996  annual  goes 
to  Schlumberger. 


It's  important  to  read  more  than  one 
annual  report  in  an  industry.  Big  names  like 
Pfizer,  Intel  and  Microsoft  spend  a  rising  ratio 
of  revenues  for  cap  ex  or  research.  Not  so  for 
Merck.  Wliy? 

I  discount  all  the  100-pagers  most  banks 
publish.  True  of  Citicorp,  Chase  and  Nations- 
Bank. There's  no  organization  or  theme  song. 
Obftiscation  is  the  symbolism,  not  elucidation. 
They  bombard  you  with  minutiae,  but  don't 
deal  forthrightly  with  critical  variables  or  prob- 
lems on  the  horizon — rising  credit  card  loss 
ratios,  for  example.  Except  for  Morgan,  I 
haven't  seen  any  banks  refer  to  their  reserves 
for  derivatives  transaction  paper  outstanding. 

GM  fielded  a  readable  but  long  book.  The 
theme  is  cost-cutting  and  efficiency.  Reading 
it,  I  kept  thinking:  They  should  have  adopted 
this  mind-set  a  decade  ago. 

My  vote  for  the  best  1996  annual  goes  to 
Schlumberger.  Very  readable,  actually  elegant 
and  only  51^  by  75^  inches.  The  head  man, 
Euan  Baird,  pens  a  lucid,  detailed  but  easy-to- 
grasp  letter.  He  underscores  huge  expendi- 
tures for  product  development  and  new 
capacity  for  drilling  and  exploration  systems 
anci  instrumentation,  slb's  earnings  exploded 
in  the  fourth  quarter,  way  above  the  analyst 
consensus,  and  followed  through  this  spring. 
Baird  doesn't  make  light  of  the  geopolitics  of 
oil  or  its  unfathomable  cyclicality,  but  h.is  opti- 
mism seeps  through.  H 
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Sand  surfers 
Namib  Desert's  1,000-foot-high  dunes. 
Somewhere  down  below  are  puff  adders 
and  marauding  elephants. 


Think  of  the  opening  scene 
from  The  Enjflish  Patient. 
an  undulating  desert,  vast 
and  lunar.  Namibia  is  the 
only  country  I've  visited 
where  I  met  people  who  have  never 
heard  of  the  U.S.  That  was  out  in  the 
bush,  where  we  spent  three  days  with 
the  Himbas,  people  who  smear  their 
bodies  with  red  ocher. 

In  the  cities  of  Namibia  the  official 
language  is  English  and  the  living  is 
often  First  World. 

Twice  the  size  of  California, 
Namibia  contains  about  as  many 


people  as  live  on  Los  Angeles'  West 
Side — 1.5  million,  85%  of  them  tribal 
peoples.  The  rest  are  mainly  German 
or  South  African.  The  land  was  con- 
quered by  Germany  in  the  late  phases 
of  European  imperialism,  then  man- 
dated to  South  Africa  after  Germany 
was  beaten  in  WWI. 

My  trip  got  off  to  a  bad  start. 
Todd  and  I  flew  from  Frankfurt  to 
the  capital,  Windhoek,  on  a  plane 
loaded  with  chain-smoking  Germans. 

After  that,  the  trip  was  a  mixture  of 
pleasure  and  pain.  Some  of  the  plea- 
sure came  from  the  unusual  cuisine: 


fresh  ostrich,  springbok  and  oryx 
steaks  that  come  with  fine  mushroom 
sauces.  We  came  to  love  zebra  bil- 
tonjf,  or  jerk\'. 

Pleasure  mixeci  with  apprehension 
on  discovery  that  Namibia  is  home  to 
many  deadly  snakes:  spitting  cobras, 
puff  adders,  green  tree  snakes  and 
black  mambas.  Luckily,  the  one  puff 
adder  we  saw  was  behind  a  fence.  If 
you  go,  take  good  boots. 

More  common  than  snakebites  are 
brutal  car  wrecks  on  the  loose  gravel 
roads.  Cars  flip  and  roll,  strike  wilde- 
beests at  night.  An  American  woman 
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come  to  desert  tobogganing.  Down 
a  wall  of  sand  on  your  stomach.  At 
the  bottom  of  the  dune  your  trajec- 
tory flattens  out  across  a  vlei^  a  dried- 
out  salt  pan,  where  you  skitter  to  a 
far-off  stop.  The  world  is  two-tone: 
peach  sand  and  blue  sky.  Don't  even 
try  standing  up  for  the  ride.  You'll 
wipe  out  or  sink  to  an  anticlimactic 
halt  in  the  sand.  Clambering  to  the 
tops  of  these  dunes  is  exhausting. 
Hot  sand  lodges  in  eyes,  ears  and 
nose.  Seven  of  us  sit  on  the  lip  of  a 
dune  and  uncork  bottles  of  South 
African  wine. 

A  few  days  later,  a  spot  on  the  700- 
mile-long  Skeleton  Coast  along  the 
Atlantic.  It's  no  mystery  how  the 
shore  got  its  name.  We  find  massive 
whale  vertebrae  and  rib  bones  every- 
where. I  pick  up  a  seal  skull  as  a  sou- 
venir. For  hundreds  of  years  sailors 
and  fishermen  were  shipwrecked  in 
the  rough  surf  here.  We  visit  a  cou- 
ple of  the  biggest  shipwrecks.  Colors 
on  the  horizon  run  together  in  gray 
pastels:  clouds,  sky,  sea,  sand.  We 
come  upon  a  small  dead  whale,  a 
chew-hole  exposing  its  ribs.  Large 


converted  hunting  lodge  some  of 
Namibia's  10,000  elephants  roam 
fi-eely.  Sure  enough,  I  pass  a  bush  and 
see  a  big  bull  coming  my  way,  ears 
flapping.  I  walk  swiftly  back  to  the 
vw.  You  can't  outrun  an  elephant. 
They  move  soundlessly  at  35mph. 
"Elephant,"  I  mutter  to  three  Swiss 
tourists.  An  11 -foot-high  pachyderm 
steps  into  our  campsite.  A  Swiss  acci- 
dentally honks  his  car  horn.  Dumb. 
Up  close,  I  see  that  Sebastian — as  I 
later  discover  he's  called — has  a  pair 
of  nice  tusks.  He  wheels  off  toward  a 
camp  of  unsuspecting  Germans.  A 
woman  screams.  Sebastian  charges. 
My  jaw  drops.  He  pulls  up  short. 
And  then  he's  off  again,  6  tons  at  fiill 
tilt,  down  into  the  riverbed. 

Okoupame,  a  village  of  about 
30  Himbas  outside  Opuwo. 
Inside  a  circular  corral  bounded  by 
dried  bush,  my  fiiend  Todd  and  I  sit 
at  a  campfire.  Faces  flash  orange  in  the 
night.  The  entire  village  has  gathered. 
We  traversed  steep  mountain  roads 
and  deep  sand  to  meet  these  people 
face  to  face.  Helped  by  a  visiting 
Angolan,  we  negotiated  with  Tjim- 


We  come  upon  a 
small  dead  whale,  a 
chew-hole  exposing  its 
rihs.  Large  paw  prints 
nearhy.  A  lion?  Hyena? 
We  walk  on.  The  jackal 
emerges  to  monitor  us 
from  a  distance. 


we  met  had  lost  ten  friends  to  car 
accidents  in  the  past  year.  Duly 
warned,  we  paid  scrupulous  attention 
behind  the  wheel  of  our  aging, 
rented  vw  van.  We  blew  four  tires — 
not  bad  by  local  standards.  Three 
breakdowns  knocked  out  the  trans- 
mission and  the  starter  and  jammed 
the  throttle.  Otherwise  we  rattled 
along  happily  for  three  weeks. 

Happy  for  things  like  the  1,000- 
foot  sand  dunes  in  the  Namib  Desert. 
Dune  surfing!  Take  a  flexible  particle 
board,  grease  it  with  floor  wax.  Wel- 


paw  prints  nearby.  A  lion?  Hyena? 
No.  Our  friend  Erin,  who  lives  and 
works  for  an  American  nonprofit  in 
Windhoek,  says  jackal.  We  walk  on. 
Ears  poke  up  behind  a  distant  dune. 
The  jackal  emerges  to  monitor  us 
from  a  distance.  The  ugly  side  of 
nature.  The  skull  beneath  the  grin. 

At  Palmwag,  a  desert  camping 
ground,  a  group  of  Namibians 
scream  warnings  at  me.  An  elephant. 
A  rogue  bull  recently  trampled  a  vil- 
lager to  death  here  and  fatally  gored 
an  Italian  tour  guide.  Around  this 


bongolo,  the  village  leader,  to  stay. 

The  Himbas  have  lived  here  off 
their  goats  and  catde  for  centuries. 
Sheer  inaccessibility  was  a  shield 
against  colonists.  Not  so  lucky  was  a 
sister  tribe,  the  Hereros.  Influenced 
by  German  puritanism,  Herero 
women  adopted  Victorian  skirts  and 
enormous  headdresses  that  they  still 
wear  in  the  bush.  Not  the  Himbas.  To 
a  Himba  woman,  the  greatest  compli- 
ment is  to  be  compared  to  a  cow.  To 
approximate  the  red -brown  hue  of 
animal  coats,  tliey  smear  tlicir  skin 
with  red  ocher. 
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Someone  has  already  led  Todd 
somewhere  off  into  the  dark.  I  feel  a 
hand  take  mine,  leading  me  across 
the  corral.  I  pass  through  a  tiny  door. 
Todd  is  there.  The  Himbas  spread 
blankets  for  us.  We  all  sleep.  This,  we 
later  learn,  is  a  sacred  hut. 

The  water  hole  at  Okaukuejo, 
Etosha  Game  Park.  An  unlucky 
German  chap  dozed  off  here  recent- 
ly and  was  eaten  by  a  Hon.  We'll  be 


staying  awake  tonight.  We  find 
14  cautious  giraffes  and  an  old  ele- 
phant at  the  water.  The  giraffe  clan 
moves  off  in  phases.  As  they  go,  a 
gang  of  rowdy  (teenage.^)  elephants 
trundles  in.  These  aren't  zoo  animals, 
and  it  shows.  They  wheel  around, 
posing.  The  old  tusker  keeps  apart, 
looking  huge  and  wrinkly  and  reject- 
ed. I  turn  in  early  as  jackals  howl 
loudly  near  the  tents.  Todd  sees  a  rlii- 
noceros  hump  a  snorting  female  widi 


A  Himba 
grandmother. 


great  effort  as  the 

crowd  vainly  suppresses  snickers. 

Last  day.  Before  departing  we  stuff 
our  bags  with  baskets,  painted 
ostrich  eggs  and  pack  a  long  Himba 
spear  Todd  bought  back  in  Opuwo. 
God  knows  what  we'll  do  with  the 
stuff,  but  we  can't  resist  trying  to 
bring  back  to  civilization  tangible 
reminders  of  a  different  world.  H 
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Regional  Sales  Manager,  garment  industry. 
Avid  golfer  and  tennis  player. 
Enjoys  gardening.  Frequent  traveler. 
Wife:  Lesley.  Daughter:  Erika. 
Cats:  Nicky  and  Molly. 
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The  ticket 

pocket 

returns 

It's  OFFicifti:  Italian  is  out. 
Go  ahead,  clean  out  those 
soft,  drapey,  late- 1980s 
Armani  suits  hanging  in 
the  closet.  Now  tradition- 
al English  chalk-striped 
men's  suits  look  right. 
Savile  Row  detailing 
(Forbes,  Apr.  8,  1996)  is 
cropping  up  in  the  oddest 
places:  on  suits  from 
Tommy  Hilfiger,  Nautica 
and  Gucci.  "Even  the 


A  Ralph  Lauren  Purple  Label  suit 
The  ticket  pocket  in  action. 


Italians  are  copying  the 
English  now,"  says  G. 
Bruce  Boyer,  a  men's 
fashion  historian  and 
writer. 

Americans  have  long 


favored  center  vents  on 
their  jackets.  The  Italians 
prefer  ventkss  jackets. 
But  it's  the  English 
double  vent — or  side 
\'ent — that's  in  style  now. 
So,  too,  are  details  like 
hacking  jacket  pockets — 
which  are  slanted — and 
the  raised  waist  on  the 
back  of  trousers. 

My  favorite  Savile  Row 
detail:  the  ticket  pocket — 
a  shallow  pocket  that  lies 
just  above  a  jacket's  main 
right-hand  pocket.  I've 
noticed  it  everywhere  this 
season.  It  looks  sharp.  But 
what  on  earth  is  it  for.^ 

Historian  Boyer  says  the 
ticket  pocket — also  known 


as  the  copper,  or  cash, 
pocket — has  its  origins  in 
hunting.  The  British 
gentry  stored  pennies  in  a 
little  outside  pocket  on 
their  hunting  coats  to 
offer  as  tips  to  lads  who 
opened  gates  for  them  in 
the  countryside.  Later  the 
minipocket  turned  up  on 
suits  as  a  perfect  spot  for  a 
9-to-5  man  to  store  tram 
tickets,  tokens  or  newspa- 
per change. 

Now  the  ticket  pocket 
is  back.  But  like  so  much 
in  fashion  these  days, 
it's  a  detail  more  about 
recalling  a  time  past  than 
serving  a  function. 

-N.M.  H 


We  don't  do  drugs. 

We  don't  have  much  sex  anymore. 

But  we're  still  suckers  for  rock  'n'  roll. 

Boomer 
exploitation 


CAMP  ROCK 


By  Peter  Newcomb 

There's  a  certain  sinking  feeling  I 
get  every  time  I  stumble  on  yet 
another  product  targeted  squarely  at  me.  Marketers  say 
they  struggle  to  "understand"  Generation  X,  but  we  baby 
boomers  are  easy  to  read — so  easy,  it  embarrasses  me. 
We're  suckers  for  anything  that  lets  us  relive  our  youth. 
We  refuse  to  grow  old  gracefully.  We  want  the  world  to 
know  that  while  we  may  now  live  in  the  suburbs  and  drive 
a  Saab,  we  once  were  rebels. 

So  it  was  with  some  unease  that  I  agreed  to  try  out  the 
inaugural  Rock  'n'  Roll  Fantasy  Camp  last  month  in 
Miami  Beach.  It  was  pretty  obvious  that  this  camp  was 
not  designed  to  attract  Nirvana-obsessed  rwentysome- 
thing  dropouts  with  pierced  tongues.  Rock  'n'  Roll  Fan- 
tasy Camp  is  to  wannabe  rockers  what  baseball  and  bas- 
ketball fantasy  camps  are  to  aging  sports  fanatics — a 
chance  to  briefly  pretend  that  we  didn't  dump  our  child- 
hood fantasies  for  some  deskbound  job.  For  starters,  only 


an  afllucnt  boomer  could  afford 
the  price:  $2,795,  plus  airfare,  for 
four  days.  And  grinding  pelvises 
with  Madonna,  or  even  Courtney 
Love,  was  not  on  the  agenda. 

The  main  attraction  was  the  chance  to  rub  elbows  with 
a  handftil  of  big  acts  from  yesteryear:  Nils  Lofgren,  a  gui- 
tarist with  Bruce  Springsteen's  E  Street  Band;  Ix'slie  West, 
guitarist  from  Mountain,  of  Woodstock  fame;  Mark 
Earner,  guitarist  of  Grand  Funk  Railroad;  and  Rick  Der- 
ringer. Of  course,  none  of  my  twentysomething  col- 
leagues had  ever  heard  of  any  of  these  people.  Ouch. 

Sure  enough,  the  first  morning's  activity  called  for  a 
prebreakfast  jog  on  the  boardwalk.  Breakfast  was  not 
champagne  and  amphetamines  but  fresh  fruit,  fiber-rich 
cereal  and  low-fat  yogurt. 
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My  fellow  campers?  Gary  Brown,  the  42-year-old  chief 
executive  of  Choice  Medical  Centers  in  Boca  Raton,  Fla., 
who  confessed  giddily  that  rock  camp  was  a  chance  to 
relive  his  youth.  Linda  Hulick,  a  Denver-based  sonogra- 
pher  who  formed  girl  bands  in  school,  was  given  a  ticket 
to  the  camp  as  a  fortieth  birthday  present  from  her  hus- 
band. Doug  Greene,  41,  owner  of  a  communications 
company  in  Boulder,  Colo. 

At  37,  I  was  one  of  the  youngest.  For  me  rock  camp 
was  a  chance  to  rekindle  the  years  I'd  spent  playing  guitar 
in  garage  bands  (most  memorably  one  named  Dr.  Snow 
and  the  Tangential  Boot  Band).  DeckecH  out  in  a  very 
unhip  polo  shirt  emblazoned  with  the  logo  of  my  wife's 
law  firm,  I  typified  the  dress  code:  resort  comfort  over 
rock  chic. 

I  was  glad  to  see  that  rock  stars  age  just  like  the  rest  of 
us.  What  little  hair  Liberty  DeVitto,  drummer  for  Billy 
Joel,  has  left  is  gray.  Leslie  West  was  once  a  hard-core 
rocker,  drugs  and  all.  Now  he  plays  golf  and  wears  elegant 
reading  glasses.  A  man  of  fast  wit  and  little  patience,  West, 
still  a  blazing  guitarist,  taught  us  that  you  don't  have  to 
be  broke  to  have  the  blues:  "Face  it,  if  your  cat  pees  on 
the  rug,  you  got  the  blues." 

I  took  two  classes  with  Nils  Lofgren.  He  discussed 
music  theory  and  fingering  techniques  and  showed  off  his 
extraordinary  guitar  skills.  In  our  workshop,  he  taught  us 
some  nifty  two- note  chords  with  nary  a  hint  of  conde- 
scension. With  Lofgren  leading,  my  four  classmates  and  I 
jammed  a  swampy  Ry  Cooderesque  blues  rag.  In  an  after- 
noon class,  with  just  two  other  campers.  Rick  Derringer 
taught  us  the  complete  structure  to  his  biggest  hit,  "Rock 
'n'  Roll,  Hoochie  Koo." 

Mark  Farner  was  a  drag.  Over  the  years  he  has  found 
religion  and  he  wanted  us  all  to  know  it.  In  my  session 
with  him  he  spent  45  minutes  philosophizing  about  what 


it  means  to 
be  a  guitarist. 
His  conclusion:  It's 

more  a  state  of  mind,  a  link  with  God,  than  a  question  of 
skill.  I  didn't  pay  three  grand  to  be  proselytized. 

Every  evening  ended  with  a  big  jam  session.  We  didn't 
jump  around  on  stage  like  Smashing  Pumpldns  or  throw 
ourselves  into  the  audience  like  Courtney  Love.  We 
played  with  aging  stars  on  a  fully  loaded  soundstage. 
What  can  I  say?  It  was  cool.  H 

The  next  R'n'  R  camp  is  to  be  held  in  July  in 
New  York.  Contact  1-888-camprock  or 
www.campvock.com. 
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If  I  understand  my  1040  correctly,  Uncle  Sam  is 
making  me  pay  income  taxes  on  my  income  taxes. 

"Piling  on" 


By  Dan  Seligman 

■■PMinnHH  If  asbced  to  elab- 
I^BlliifeK^H  orate  the  emo- 
tional highlights  of  this  year's  bout 
with  income  taxes,  I  would  glide 
rapidly  to  the  moment  of  my  alter- 
native minimum  tax  epiphany — the 
horrifying  instant  when  it  sank  in 
that  I,  of  all  people,  had  been  burned 
by  the  amt. 

It  is  true  that  the  amount  involved 
was  not  huge — $1,066,  to  be  precise. 
So  why  the  piteous  "of  all  people"? 
Because,  I  don't  fit  the  profile. 

As  the  media  never  stop  gushing, 
the  AMT  is  a  marvelous  device  to  nail 
rich  people  who  use  sophisticated 
tax-avoidance  schemes.  Typical  for- 
mulation from  the  New  York  Timer. 
"The  idea  behind  it  [the  amt]  was 
that  no  matter  how  many  loopholes 
you  use,  you  still  have  to  pay  at  least 
a  minimal  tax." 

Lately  the  Times  has  been  fretting 
because  of  signs  that  the  AMT  might 
be  a  paper  tiger.  Under  a  five-column 
headline  the  other  day,  it  reported 
that  in  1993,  the  latest  tax  year  for 
which  data  were  available,  there  were 
still  2,400  bad  guys  whose  incomes 
exceeded  $200,000  but  who  had 
paid  no  federal  income  taxes.  This 


allegedly  depressing  news  was  said  to 
"cast  doubt  on  the  effectiveness  of 
the  alternative  minimum  tax,  which 
was  designed  to  insure  that  the 
wealthy  paid  at  least  some  income 
taxes." 

That  statement  bothers  me  on  two 
counts.  First,  it's  inaccurate.  Even 

If  all  those 
preferences  are  really 
unfair,  why,  then,  are 
they  in  the  tax  code 
in  the  first  placed 
Answer  me  that  one. 


with  the  AMT  in  place,  any  billionaire 
wishing  to  pay  zero  federal  income 
taxes  could  do  so  simply  by  arranging 
his  affairs  so  that  all  his  income  comes 
from  tax-exempt  municipal  bonds. 

Rated  more  irksome  on  my  own 
scorecard  is  the  Times  reporter's 
apparently  ready  acceptance  of  the 
AMT  as  a  good  and  just  tax  whose 
mission  is  to  combat  loopholeism  and 


associated  evils  found  elsewhere  in 
the  tax  code. 

Less  well  represented  on  the  busi- 
ness page  is  a  view  of  the  tax  as 
emblematic  of  congressional  cyni- 
cism. This  view  sees  Congress  as 
recurrently  driven  to  create  assorted 
sweet  deals  for  investors — accelerated 
depreciation,  deductions  for  intangi- 
ble drilling  costs,  tax  breaks  for 
investors  in  pollution-control  activi- 
ties— but  also  eager  to  join  in  soak- 
the-rich  demagogy  when  reasonable 
people  take  advantage  of  the  tax 
code's  so-called  preferences  to  hold 
down  their  federal  tax  bills. 

Question:  If  the  arrangements 
we're  talking  about  involve  some 
basic  unfairness — a  thought  that  is 
surely  built  into  the  term  "prefer- 
ence"— why  are  they  in  the  tax  code 
in  the  first  place?  Why  do  we  need  an 
AMT  to  counterbalance  preferences 
and  attain  tax  equity?  Answer  me 
that  one. 

But  back  to  my  own  pitiable  story: 
It  begins  with  the  fact  that  I  do  not 
have  any  accelerated  depreciation  or 
pollution-control  bonds.  My  income 
is  in  fact  extremely  taxable.  The  clos- 
est I  come  to  a  tax  shelter  is  gambling 
losses.  Of  which,  providentially,  I  had 
just  about  enough  (yes,  really)  last 
year  to  offset  all  wins,  including  the 
$1,346  trifecta  reported  on  the  year's 
only  W-2G  (which  reports  gambhng 
income). 

But  the  great  bulk  of  my  receipts 
are  totally  unsheltered — if  not  buck 
naked.  A  lot  of  them  represent 
required  withdrawals  fi"om  a  rollover 
IRA,  every  nickel  of  which  is  taxed  as 


290 


Forbes  ■  May  19,  1997 


ordinary  income.  The  rest  come 
mainly  from  freelance  writing — an 
activity  in  which  deductions  tend  to 
be  so  paltry  that  a  fellow  feels  almost 
( but  not  quite)  ashamed  to  put  down 
some  of  the  cheapskate  entries 
(stamps  and  pencils)  that  show  up 
regularly  on  the  attachment  to 
Schedule  C. 

Anyhow,  I  pay  lots  of  federal  taxes. 
On  the  1996  return  I  found  myself 
owing  26.5%  of  my  adjusted  gross 
income  to  the  iRS — this  before  get- 
ting around  to  the  amt. 

Which  brings  us  to  my  "prefer- 
ences." They  consist  of  plain  old 
itemized  deductions,  which — when 
added  together — at  a  certain  point 
trigger  the  alternative  minimum  tax. 
In  my  own  case,  the  trigger  point 
turned  out  to  be  around  $36,500. 

But  here  is  the  real  injustice  of  it 
all.  Those  itemized  deductions  were 
overwhelmingly  (more  than  85%)  for 
state  and  local  income  taxes.  Reflect- 
ing my  hapless  unsheltered  situation, 
I  regularly  get  clobbered  by  the  state 
and  city  in  which  I  dwell.  Inescapable 
implication:  The  $1,066  AMT  add-on 
was  a  bill — for  income  taxes  on 
income  taxes. 

In  quite  a  lot  of  recent  reading 
about  the  AMT  I  have  somehow  never 
come  across  anybody  applauding  this 
particular  story  line.  Yet  it's  happen- 
ing in  New  York  and  California — and 
probably  in  other  high-income-tax 
states,  like  Hawaii,  Oregon  and  Mass- 
achusetts— and  not  only  to  freelance 
writers  (Forbes,  Dec.  2,  1996). 

"Piling  on"  is  what  they  call  it  in 
football.  H 


Dying  for  Everest 


Frozen  in  time  on  Everest 
Vomit,  diarrhea,  fleas, 
lice,  deatli.  Ah, 
the  romance  of  high- 
altitude  climbing. 


EwiRV  ONGE  IN  A  WHILE  a  work  of  nonfiction  comes  along  that's  as  good  as 
anything  a  novelist  could  make  up.  Jon  Krakauer's  new  book.  Into 
Thin  Air  (Villard  Books;  $24.95,  hardcover),  fits  the  bill. 

Krakauer  was  climbing  Mount  Everest  on  assignment  for  Outside 
magazine  in  May  1996  when  a  storm  closed  in,  killing  a  record  nine 
climbers  in  72  hours.  If  news  coverage  of  the  event  wasn't  enough  to 
frighten  you  off  dangerous  mountains,  Krakauer's  inside  scoop  on  the 
tale  will. 

Early  on  we  meet  assistant  mountain  guide  Andy  Harris,  bent  over, 
retching.  Harris  "succumb[s]  to  a  loud  attack  of  diarrhea,  [and 
spends]  the  rest  of  the  night  out  in  the  cold,  violendy  discharging  the 
contents  of  his  gastrointestinal  tract."  Krakauer  writes  about  shaking 
"as  many  fleas  and  lice  as  possible  from  [his]  soiled  mattress."  At  the 
South  Col  high  camp — a  patch  of  godforsaken  earth  5  miles  above  sea 
level — the  air  is  so  thin  that  climbers  strap  on  oxygen  masks.  At  night, 
winds  kick  up  close  to  lOOmph,  roaring  across  hundreds  of  aban- 
doned, empty  oxygen  botties,  tent  remains  and  a  few  deep-frozen 
bodies  from  previous  expeditions. 

Among  the  more  colorfiil  amateur  climbers  featured  in  Into  Thin 
Air.  Dr.  Seaborn  (Beck)  Weathers,  49,  a  garrulous  pathologist  from 
Dallas;  Sandy  Hill  Pittman,  a  New  York  socialite  who  brings  along  a 
portable  espresso  maker;  Doug  Hansen,  46,  a  U.S.  postal  worker 
from  Renton,  Wash,  who,  after  failing  to  make  Everest's  summit  in 
1995,  worked  night  and  day  to  save  the  $65,000  needed  to  try  again. 

The  most  gripping  part  of  the  story  comes  on  May  10,  summit  day. 
Krakauer  slowly  dissects  the  many  errors  made.  In  the  end,  nine 
climbers  are  dead,  including  three  guides  and  Doug  Hansen. 
Krakauer,  Pittman  and  Weathers  survive — though  frostbite  costs 
Weathers  his  nose,  his  right  hand  and  all  the  fingers  on  his  left  hand. 

If  all  this  sounds  like  the  stuff  of  movies,  it  is.  No  less  than  three  are 
in  the  works — at  HBO,  Universal  and  ABC.  See  a  movie,  but  first  read 
the  book.  -James  M.  Clash  H 
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EDUCAIIONAL  SERVICES: 


'  Receive  Value  Line 
for  only  $75  $55 

An  Introductory  subscription  to  The  Value  Line  Inveitment  Survey 

brings  you  the  2000-page  Investors  Reference  Library— Value  Line's  most  recent 
Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to  Invest  in  Common 
Slocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
$TS:$85  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  o I  over  3.500  terms  (retail  price 
$8,95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histories  on  87  topics  of  special  interest, 
contributed  by  32  Industry  professionals— phis  48  case-example  paragraphs  by 
the  author,  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— 0<ir  Nrw 
Video— INViaTINO  THE  VALUE  LINE  WAY:  How  Tif  Mafcy  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription.  Your  subscription  may  be  1 1\ 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

Ext,  2903  Dept.  216A19  Amercan  Express,  MasterCard  or  Visa,  24  hours  a  day.  7  days 
a  week.  II  you  are  not  complete^  satisfied  return  all  materials  in  good  condition  wilhin  30 
days  Irom  the  start  ol  your  trial  subscription  tor  a  lull  refund  ol  your  tee.  Allow  4  weeks 
tor  delivery.  NY  residents  add  sales  tax.  Foreign  rales  upon  request. 

^he  Value  Line  Investment  Survey^ 

PO  Box  3988  New  York, 
NY  10008-3988 
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EXECUTIVE 
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CONSULTING 

/  Substantial  Income 

✓  Prestigious  Business 
/  Low  Risk 

/  Moderate  Investment 

✓  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 

/  No  employees 
/  No  Inventory 
/  High  ROI 

800-660-0330 
Mon-Fri,  Oam  -  5:30  pm,  CST 


Confidential  Banking 


/or  yw  Wealth  Management  we  offer: 
•Protection  from  Lawsuits 
•Brokerage  Services 
•Reduce  Income  Taxes 
•Asset  Protection  &  Privacy  'Estate  Planning 
Call  today  1-800-266-8211 
Merrill,  Scott  &  Associates 


'I'HiiiniiMM'iiii'iiiiiiy 


INTERNET  AD\  ERTISCVG 
$$**EXPLOSION**$$ 

CASH  IN  BIG  TIME  ON  THE  INTERNET  WITH 
@d:net  INCREDIBLE  BUSINESS  OPPORTWnT! 

For  information  call  us  at: 

Telephone  ( 864)  282-2!S54  Fax  on  Demand 
(201 )  335-9741  request  doc#207 

l£T  THE  POWER  OF  THK  INTERNET  WORK  TOR 
YOU  'WEB  PAGES  'DIRECT  E-MAIL  "CLASSIFIED 
•l-MAIX  CALL  us  FIRST! 


OFFSHORE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSBT  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BV],  Cabman 

Tnaa.  Bank  &  Securitio  AccB.  ''w,  „ 

Credil  Cards  i^?5 
V,«/MC/An,t«  ^''^r. 


S  OVER  ONE  BILLIONS 


WORTH  DF  WSINESSES  FOR  SALE  lY  OWKERS 
Mtjar  MQ||act!irlii;  to  Small  Ritall  Sktpt 

N;;  Bi,  -.'  age  Fees 
ToBitf  c.  t«ll 
1-800-999-SALE 
SI|EATW|ST|RII  (utmtst  KRVKft.  nec. 


NATIONWIDE 


Hospital 
Robberies 

Our  proprietary  system  of  reviewing 
ho.spilal  bills  for  overcharges  has  created 
a  highly  lucrative  niche  business  for  the 
past  1 1  years.  With  studies  reveaUng  that 
97%  of  all  hospital  bills  contain  mistakes, 
pauents  and  their  insurers  gladly  pay  us 
fifty  cents  of  every  dollar  we  recover  in 
refunds.  This  business  works  with  all 
kinds  of  insurance.  We're  now  training 
entrepreneurs  in  other  cities  to  duplicate 
our  success.  Very  substantial  income  po- 
tential. Home-based  okay  -  part  or  full- 
time.  $10,000  investment  required.  Call 
for  more  information  including  free 
literature  &  video  tape:  (800)700-7089. 


INCORPORATE  IN  DELAWARE 


Spedotsft  in  setting  up  Delowate  Corporations.  Gaiaral,  Aknift, 
Boot  S  Shelf  Coiporotions.  Col  01  write  for  oui  FKfF  KfT! 

(fidUy  ttnki  hr  a 
ifd  raoMMMf  rati. 

35n5ilvMsi()eRd,#IOWB»Wilmnston,OE  USAI98I0 
302-477-9800  •  80O-32KOIiP  •  FM  302-477-98I I 
E-ad:  axp@(lelreg.cani  •  litintt:  http://(lelieg.cam 


Reach  40,000,000  Internet  users  and  sell 
your  product  or  service  In  the  l-MALL  on 
the  Information  super  highway! 

•  Ask  about  our  Classified  Advertising  Section. 


Please  send  me  more  information 
Cut  and  mail  to:  l-MALL  Inc. 

  342  E.  59th  Sl- 

  Brooklyn.  NY  1 1 203 

Call:  (516)  972-7695  Fax:  (718)  451-2690 


FOR  FASTER  SERVICE : 


$350,0004-1-  Potential 
AnnuaUy  FROM  HOME 

$350K  and  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1st  few 
months.  One  year  old.  global  company, 
break-through  product  and  profit  structure.  Work 
from  wherever  you  have  phone,  fax.  No  inventory 
or  sellmg  expenence  required.  No  meetings,  not 
MLM.  Call  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  mes.saee. 


FOR  SALE  BY  OWNERS 

COnEMENCE  STCJRES  "  RESTAURANTS  •  MOTH.S  • 
NURSERIES  -  rAJRSINS  HOMES  -  PERSONAi.  9ERV  ~ 
ALfTO  SERV  •          *  WHSLE  OtSTR  *  FLORISTS  * 
MSG  RETAK.  •  TRANSPORTATION  " 
FROM  (60W  ■  SOtlE  WITH  TERMS  ' 

WORLDWIDE 
1-904-233-1680 


Universitv  Degrees 


Approved  Self  Paced  Home  Study 
Associate  Bachelors  Masters  Doctors 

Emphasis  in  Business  Admin.  Public  Admin 

Health  Care  Admin.  Human  Resources. 
Finance,  International  Business.  Tech  N^gml, 
Law.  Paralegal,  Psychology  Call  tor  brochure 
(800)  477-2254  (24  hrs) 
Southern  California  University 
for  Professional  Studies 
1840E  1 7  St  F,  Santa  Ana,  CA  92705 
http://vvvvw.scups.edu 
Email:  enroll(5)scups.edu  


MBA  byDiswux  Lemming 

Maior  British  university  offers  accredited  MBA,  no 
Bachelor's  or  GMAT  needed  Ctiosen  tjy  Economisi 
Intelligence  Unit  as  one  of  world's  Dest  MQA  programs 

HERIOT  WAH  UNIVERSITY  :  (800)  MBA-0707 
North  American  DistriOulor  I    •  Ask  tor  ext  6 
6921  Stockton  Ave,  Suite  C.  El  Cerrito,  CA  94530 
For  Immediate  FaxBack  literature:  from  your 
fax  machine's  phone,  call  (510)  486-8900. 


COLLEGE  DEGREE 

BACHB.0R'S  ■  master's  •  DOCTORATE 

For  Work,  Life  and  Acaderr^ic  Exptri«r)ce 

Earn  your  degree  through 
convenient  honne  study 

(800)  423-3244  ex.  115 
Fax:  (310)471-6456 

send  detailed  resume  lo  ffti  fvAunno* 

Pacific  Western  University 

t210  Auahl  Street.  Depl.185.  Honolulu,  HI  96814-4922 
http://www.pwu-hi.edu 


Earn  Your  Degree  Now! 

BS,  MA,  MBA,  Ph.D. 

j  resume  for  no-cost  evaluation  or  call 
.(800)  240-6757 

6400  Uptown  Blvd  Nt 
"  !<■  Suite  398-W 

 Depi  29 

'  Albuquerque,  New  Mexico  871 1 0  U  S  A. 
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•REACH  THE  AFFLUENT- 


lUR  PORSCHE  OWNER 

m  BOOK 


    Boxster  owners. 

/IWPnVlHMl   Our  200-page 

00)777-88815= 

Commetml  St,  Smmyvale,  CA  94086  Call  loll-free 
(408)736-9013  Web:  http://autDmotion.aMn 


ack  pain? 


I 

Based  on  the  Alexander 
chnique.  PosturEvolutlon  is  not 
simply  n  seating  device,  it's 

long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
:o  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 
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INVESTMENT  GEMSTONES 
GL'ARANTEED  LIQUIDITY!; 

We  buy  &  sell  Diamonds 
and  all  Precious  Cemstones. 
Free  wholesale  catalog  since  1967! 
Member:  Jewelers  Hoard  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
I  IMain  St.,  Greenville.  KY  42345 
1-800-844-3100  or  FAX  502-338-9605 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subjects  considered: 
Fiction,  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD.  LONDON  SW7  3DQ,  ENGLAND 


CIGAR  SALES 

Enjoy  the  Finest  Premium 
Cigars  Brands  from 
Dominican  Republic. 
Shipped  in  24-hrs. 
Visa  or  MasterCard  Accepted. 
Call:  1-800-735-8090 
Fax:  1-888-281-4544 
NO  RETAILERS  PLEASE 


SILVERSTATE  FINE  ART 


COMMERCIAL  REAL  ESIATE 


FL  KEYS,  45  ac,  gated, 
private  island,  connects  to  usi. 

sandy  beacti,  zoned  Beach  Club, 
utilities.  Includes  adjacent  10  ac  gated 
marina,  pool.  3.9M  Serious  only 
305-670-1888,  451-5400,  PO  430756, 
So.  Miami,  FL  33143 


Coatinfi 

CLE*" 

EXTREMELY  DURABLE 
RESISTS  ACIDS  RUST  HOT 
FOR  HOME  AND  INDUSTRIAL  USES 
WATERPROOFS  AND  SEALS 
FOR  BROCHURE  AND  FREE  SAMPLES 
800-631-2164  FAX:  908-364-4109 


Vour  business! 

Call  for  Information  about 
"Franchise  Your  Bualness"  seminars, 
or  Information  on  franchising. 

mncorp' 

Sp»clall§t»  In  Franehl§4  D»v9lopmBnt 

1-800-FRANCHISE  (1  .aOO-372-6244) 

www.francorplnc.com  pg 


REAL  ESTATE 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities 
•  Contact  Jennifer  L.H.  Myers  Tel:  713»840»8853,  Tel:  713«467»4671, 
Fax:  713«840«8854. 

A.L  Salley  Realty 

specializing  in  prestigious  farm  &  ranch  properties 


ART&ANTIHyES 


Order  of 

LENIN 

Highest  Soviet  Award 
Solid  Gold  and  Platinum 

Guaranteed  Rare  and  Authentic 

888-777-MINT 
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Stock  Car  ht^^ 

(ld*t(^^S»^f,  WorlLl  SPEEDWAY!!! 


Illeliard  Patty  Drivinf  Exp«rlMc* 

is  available  year  round  at  Atlanta,  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 


THE  CIGAR  FINDER 

Having  trouble  finding  the  quality 
cigars  you  love  so  mucti?  There  is 
a  shortage  of  premium  cigars 
worldwide,  but  we  can  help.  Call 
The  Cigar  Finder  in  TORONTO, 
CANADA  905-771-6569. 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (21 2)  260-0620  or  FAX  (21 2)  260-81 83 

e-mail:  lloren@forbes.com 
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ALLTEL  Corporation 
www.alltel.com 

American  Century  Investments 

www.arricricanccntury.rom 

American  Society  of  Interior  Designers 

www.interiors.org 

ARAMARK 

www.aramarl(.com 

Archer  Daniels  Midland 

www.admworld.com 

Audi  of  America 

www.3udi.com 

Bank  Julius  Baer 

www.juiiusbaer.com 

Blanchard  Et  Company 

www.blanchardoniine.com 

Cadillac  Motor  Division 

www.catcra.com 

Charles  Schwab  Et  Co.,  Inc. 

www.schwab.com 

Chevrolet  Car 

www.chevrolet.com 

Chrysler  Car 

www.chrysiercar.com 

Chrysler  Corporation 

www.chryslercorp.com 

CNF  Transportation,  Inc. 

www.CNF.com 

Cognos  Inc. 

www.cognos.com/roi 

Compensation  Resource  Group,  Inc. 
www.crgworld.com 

Connext 

www.connext.com 


Dale  Carnegie  Training 

www.dalc-carnegie.com 

Dana  Commercial  Credit 

www.dana.com/dcc 

Data  General  Corporation 

www.dg.com 

Dun  Et  Bradstreet 

www.dnb.com 

E'Trade  Securities 

www.etrade.com 

Ernst  Et  Young 

www.ey.com 

Far  Eastern  Plaza  Hotel,  Taipei 

www.Shangri-l.a.com 

Fireman's  Fund 

www.the-fund.com 

First  Union  Evergreen  Fund 

www.evergreentTjnds.com 

France  Telecom 

www.francetelecom.com 

CMC  Truck  -  Jimmy 

www.gmc.com/jimmy 

Hotel  Marquis  Reforma 

marqLiis@ri.redint.com 

Iomega 

www.iomega.com 

Jack  White  a  Company 

www.jackwhiteco.com 

Johnson  Controls 

www.johnsoncontrols.com 

Land  Rover  North  America  Inc. 
www.landrover.com 

Liberty  Mutual 

www.libertymutual.com 


Mandarin  Oriental,  Hong  Kong 

mandarin-orientai.com 

MCI  Systemhouse 

www.sy5temhouse.mci.com 

Mississippi  Department  Economic  and 
Community  Development 

www  mississippi.org 

Muhlenkamp  Et  Co.,  Inc. 

v/ww.muhlenkamp.com 

OAG 

oaginfo@oag.com 


Oracle  Corporation 

www.oracle.com 

Phillips  Petroleum  Company 

www.phillips66.com 

PowerBar 

www.PowerBar.com 

Price  Waterhouse 

www.pw.com 

Principal  Financial  Group 

www.theprincipal.com 

Prudential  Securities 
www.prudentiai.com 

The  Regent  Singapore 

www.rih.com 

Republic  National  Bank  of  New  York 

www.mb.com 

Ricoh  Corporation 

www.ricoh.com 

Saks  Fifth  Avenue 

www.dreamshop.com/saksfifthavenue 


The  Southern  Company 

www.southernco.com 

T.  Rowe  Price  International  Stock  Fund 

www.troweprice.com 

TCG  -  Teleport  Communications  Group 

www.tcg.com 

Toshiba  Computer  Systems  Division 

computers.toshiba.com 

Toyota  in  America 

www.toyotausa.com 

Trans  World  Airlines 

www.twa.com 

Tyco  International  Ltd. 

www.tycoint.com 

United  Parcel  Service 

www.ups.com 

UtiliCorp  United 

www.utilicorp.com 

Vision  Solutions 

www.visionsolutions.com 

Wealth  Creation  Centers 

www.cybergate.com/barrykaye 

Westin 

www.westin.com 
Zenger  Miller 

www.zengermillerlibrary.com 


SalesLogix 


saleslocriv  com 
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ONE  OF  THEM  IS  MONEY. 


Ihi  i.llu  i  1^  inliHiivalnui-.  lH.'cjiiso  no  h.iiiis  moves  a  single  dime  without  it.  And  helping  clients  manage  information-not  TTTVI'CVC 
liisL  pioLi  ss  IS  uhai^Unit^^lljj^s  LiLst  I  luil  s  uhy  Unisys  is  the  choice  of  the  wurld'b  most  intensive  users  ot  information.        U  JL  15 
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Call  for  details  and  leai n  ^^vliat^Plf,  hk,  I  im.n  Bank  ol  Switzei land  leaiiu d  VVlion  it  takes  information  to  run  your  busi-  http://wWW.UnisyS.COm  0 
iK'bs,  it  t4keb  Unisys  to  help  you ruto it  bettor  ,  ^  1 -800-874-8647. eXt. 222 
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Metropolitan  Life 
Insurance  Co. 
gym  director 
Arthur  E.  Bagley 
demonstrates  his 
"bicycle  ride"  as 
he  leads  by  radio 
the  "largest  gym 
class  in  the 
world." 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  of  May  15,  1927) 
"The  U.S.  Treasury  has  issued  its 
statement  showing  U.S.  reserves  for 
April  1,  1927.  The  report  shows  a 
total  of  $4.6  billion  of  gold  held  in 
the  U.S.,  which  is  more  than  half  of 
the  entire  stock  of  available  gold  on 
the  globe." 

"The  Ford  policy  towards  their 
dealers  who  failed  to  make  money 
was  to  use  them  after  the  fashion  of 
the  old  Romans  towards  those  chil- 
dren who  came  into  the  world  lame 
or  deformed:  dump  them  in  the 
Tiber  to  drown.  If  a  Ford  dealer 
could  not  make  money  he  was  a 
deformed  businessman,  and  the 
sooner  he  was  done  to  death  the  bet- 
ter for  the  business  world." 

60  years  ago 

(From  the  issue  of  May  15,  1937) 
"Labor  front  remains  relatively 
calm,  but  events  march  on  behind 
the  lines.  Bickering  breaks  out 
between  independent  steel  compa- 
nies and  CIO.  Goodyear,  Standard  Oil 
of  Indiana,  International  Harvester, 
Carnegie-Illinois  Steel  abandon 
employee-representation  plans,  while 
Standard  Oil  of  N.J.  and  Western 
Electric  notify  employee  representa- 
tives that  all  financial  support  will  be 
withdrawn." 

"The  recent  sharp  decline  in  the 
stock  market  has  gready  reduced  the 
hazard  in  buying  securities,  and  the 
probability  is  that  for  the  time  being 
liquidation  has  run  its  course.  In 


many  cases  the  reaction  was  quite 
drastic,  U.S.  Steel  fi-om  126  to  98, 
and  Anaconda  fi-om  69  to  48." 

50  years  ago 

(From  the  issue  of  May  15, 1947) 
"Unpublished  government  economic 
report  suggests  that  the  expected 
decline  in  the  general  price  level — gen- 
erally predicted  to  be  only  a  few  months 
away — may  be  deferred  until  '48." 

"Pre-fabricated  sandwich  shops  like 
the  one  shown  here  are  now  being 
manufactured  and  distributed  nation- 
ally. Of  all-welded  stainless  steel  and 
aluminum  construction,  they  measure 


24  by  10  feet,  are  shipped  as  complete 
units,  require  only  the  building  of  a 
foundation  at  the  location  site." 

25  years  ago 

(From  the  issue  of  May  15,  1972) 
"For  the  first  time  last  year,  more 
immigrants  into  Canada  came  from 
tiie  U.S.  (24,000)  than  from  any  other 
nation.  What  worries  Canadian  offi- 
cials much  more,  however,  is  the  drop 
in  the  total  number  of  new  arrivals — 
only  121,000  last  year,  vs.  222,000 
five  years  ago.  The  decline  is  presum- 
ably caused  by  Canada's  economic 
troubles  and  a  relative  job  boom  in 
Europe,  which  in  the  past  had  provid- 
ed 83%  of  Canada's  new  citizens." 


"If  you  want  to  find  out  what's  a  dif- 
ficulty comparable  to  pulling  teeth, 
try  being  a  Republican  candidate  or  a 
conservative  Democratic  candidate 
trying  to  get  campaign  funds  from 
tiie  Big  Talkers  at  the  local  golf  club's 
19th  hole.  There  are  famed  excep- 
tions, such  as  the  Rockefellers,  but, 
believe  me,  they  are  a  mere  handfiil 
in  relation  to  the  number  of  top 
executives  in  big  business  and 
wealthy  entrepreneurs  in  the  smaller 
businesses." 

-Malcolm  Forbes 


10  years  ago 

(From  the  issue  of  WL\y  18,  1987) 


CEO  David  Kearns  was  smiling,  but  he 
still  faced  a  huge  job  trying  to  restore 
Xerox  to  its  old  profitability. 


"The  chill  at  last  seems  to  be  lifting 
from  the  depressed  oil  and  farm  states. 
Bankruptcies  are  slowing  and  employ- 
ment is  creeping  upward  in  Texas  and 
Oklahoma  (though  not  yet  in 
Louisiana)  as  energy  prices  have  at 
least  steadied  and  the  areas  try  to 
diversify  into  other  industries.  At  the 
same  time,  commodity  price  rises  and 
what  looks  like  a  bottoming-out  in 
land  prices  are  giving  new  hope  to 
farm  states  like  Kansas,  Iowa  and  the 
Dakotas." 

"State  government  surpluses  are 
close  to  zero.  At  the  end  of  the  cur- 
rent fiscal  year,  ending  Sept.  31,  the 
surplus  on  their  operating  accounts  is 
expected  to  total  just  $1.6  billion,  or 
0.8%  of  spending;  and  only  two 
states,  California  and  New  Jersey, 
hold  half  of  the  surplus."  H 
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Andlysts  have  been  inter- 
ring the  movie  industry 
almost  since  its  birth. 
TJje  funeral  choir  was 
enormous  after  TV  took 
winpi,  and  swelled  a^ain 
as  tapes  and  tape  players 
swept  the  world's  aerials. 
Ditto  when  cable  snaked 
throujjh  the  streets  and 
bounced  around  the  world 
from  satellites.  Yet  last 
year  movie  box  office 
revenue  was  amon£r  the 
£freatest  ever. 

Only  bad  movies  can  kill 
the  movie  business.  Great 
movies  will  always  pack 
'em  in.  But  determining, 
before  they're  made,  which 
will  be  which  is  an  art  no 
one  has  yet  had  the  genius 
to  determine. 

-Malcolm  Forbes  (1987) 


A  Text  .  .  . 

He  hath  made  every 
thing  beautiful  in  his 
time:  also  he  hath  set 
the  world  in  their 
heart,  so  that  no 
man  can  find  out  the 
work  that  God  maketh 
from  the  beginning  to 
the  end. 

-ECCLESIASTES  3:11 


Sent  in  by  Mark  Simonetti, 

Roseboro,  N.C. 

What's  your  favorite  text? 

The  Forbes  Scrapbook 

of  Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


Maturity  is  the  ability  to 
stick  with  a  job  until  it's 
finished;  to  do  a  job  without 
being  supervised;  to  carry 
money  without  spending  it; 
and  to  bear  injustice  without 
wanting  to  get  even. 
-Abigail  van  Buren 

The  two  most  common  elements 
in  the  world  are  hydrogen 
and  stupidity. 
-Anonymous 

Poor  people  know  poor  people 
and  rich  people  know  rich 
people.  It  is  one  of  the  few 
things  La  Rochefoucauld  did 
not  say,  but  then  La  Roche- 
foucauld never  lived  in 
the  Bronx. 
-Moss  Hart 

My  problem  lies  in  recon- 
ciling my  gross  habits 
with  my  net  income. 

-Errol  Flynn 


It  often  happens  that  I 
wake  up  at  night  and  begin 
to  think  of  a  serious  prob- 
lem and  decide  that  I  must 
tell  the  Pope  about  it.  Then 
I  wake  up  completely  and  re- 
member that  I  am  the  Pope. 
-Pope  John  XXIII 

If  I  had  known  then  what 
I  know  now,  I  would  have 
made  the  same  mistakes 
sooner. 
-Robert  Half 

Everyone  [in  America]  has 
an  equal  right  to  work.  Is 
this  not  a  new  maxim,  quite 
different  from  that  of 
Christ,  who  said,  after 
Moses,  Man  is  condemned 
to  work^ 

-Alexis  de  Tocque\tlle 


Without  government  a  nation 
would  instantly  collapse. 
With  too  much  government  it 
takes  considerably  longer. 
-Cullen  Hightower 

Of  course,  there's  no 
such  thing  as  a  totally 
objective  person,  except 
Almighty  God,  if  she  exists. 
-Antonia  Fraser 


Tlie  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes  are  now  out  of  print.  They  will  be 
replaced  by  a  new,  deluxe  one-volume  edition,  with 
more  than  12,000  quotes,  which  will  be  ready  this 
spring.  Details  on  price  and  availability  will  follow. 

The  "Thoughts"  Screen  Saver  Collection  for  your  PC 
(Windows  3!^"  diskette),  wrth  more  than  2,000  quotas,  is 
now  available  for  only  $19.95,  plus  $3.00  for  shipping 
and  handling  (add  sales  tax  where  applicable).  To  order, 
please  call  our  toll-free  number,  1-800-876-6556. 


It's  sad  for  a  girl 

to  reach  the  age 
Where  men  consider 

her  charmless, 
But  it's  worse  for  a  man 

to  attain  the  age 
Where  the  girls  consider 

him  harmless. 
-Anonymous 

More  and  more  Americans  are 
reaching  the  age  when  the 
best  thing  to  do  is  don't. 

-Art  Buck 

Satan  to  a  newcomer:  The 
trouble  with  you  Chicago 
people  is  that  you  think 
you  are  the  best  people 
down  here,  whereas  you 
are  merely  the  most 
numerous. 
-Mark  Twain 
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Best-In-Class  Towing:  Properly  equipped  4x2  tows  four  tons  Best-ln-Class  Passenger  Room:  XLT  models 
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ENTER  A  NEW  EKA  OF 
ESTATE  PLANNING 


Send  for  best-selling  author, 
Barry  Kaye's  revolutionary 
new  book,  The  Investment 
Alternative.  Or  buy  both  the 
book  and  his  dynamic 
3-hour  video  and  attend  his 
informative  senunar  in  the 
privacy  of  your  own  home. 
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INTRODUCTORY 
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$72.50 


Revolutionary  new  book  $32.50 


Book  and 
video 

a  $132  value 
please  add  S&H  $4.10  and  ST  where 
applicable.  MC  and  VISA  accepted. 


Order  Barry  Kaye's  enlightening  new  book  now  and  discover  how 
you  can  optimize  your  assets  or  eliminate  costly  estate  taxes 


Attorneys  and  acccountants  can  help 
reduce  estate  taxes.  Only  Ufe  insurance, 
the  alternative  to  any  investment,  can 
actually  pay  those  taxes.  And  increase 
your  assets.  At  effectively  no  cost  to  you! 

Unparalleled  new  approach  could  have 
prevented  Jacqueline  Kennedy  Onassis' 
estate  planning  disaster 

Revolutionary  new  methods  turn  millions 
into  billions  for  BUI  Gates,  Oprah  Winfrey, 
Robert  Tisch,  Jack  Kent  Cooke,  Ross 
Perot  and  Jeffrey  Katzenberg.* 

So  simple,  it's  almost  unbelievable.  You 
buy.  You  die.  It  pays!  No  other  asset - 
no  investment  -  can  do  that! 

Learn  about  the  first  $1  billion  policy 
ever! 


■  Increase  your  $600,000  exemptions  up 
to  $363  million. 

■  Turn  a  monthly  $1,000  social  security 
check  into  $6  million. 

■  Turn  any  tax  into  an  asset. 

■  Find  out  why  not  to  use  the  12  legal 
cookie  cutter  programs,  including 
Family  Limited  Partnerships,  Charitable 
Remainder  and  Charitable  Lead  Trusts. 

■  Double  the  sale  price  of  your  business, 
real  estate  or  stock  portfolio. 

Barry  Kaye's  all  new  book.  The  Investment 
AltemaHve,  is  a  must  read  for  anyone  of 
modest  wealth.  For  those  who  have  built  a 
business.  And  especially  for  those  with 
estates  valued  at  from  $2  million  to  $100 
million,  or  more. 


If  you  would  like  immediate  personalized 
information  about  The  Investment  Alternative, 
call  now  and  request  a  free  consultation 
with  Barry  Kaye,  either  in  person  or  on 
the  phone.  And  be  sure  to  ask  for  copies 
of  his  informative  commentary  as  reprinted 
in  Forbes  and  his  24-page  report.  Wealth 
Creation,  Presenmtion  Aiid  Optimization 
Stategies.  AU  Absolutely  Free! 

To  order  call 

(800)  343-7424 


Barry  Kaye  Associates® 
Wealth  Creation  Centers® 
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(310)277-9400  FAX  (310)  282-0775 
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'Based  on  previously  published  information 
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stores  everywhere 
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146  Voucher  kids 

Parents  are  turning  to  private 
voucher  programs  to  educate 
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lic school  system  ever  learn? 
By  Susan  Lee 
and  Christine  Foster 
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By  Luisa  Kroll 
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It's  all  about  probabilitx'  and 
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By  Alexandra  Alger 
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42  Fraud 

Bull  markets  in  stock  bring 
bull  markets  in  fraud.  Ouch! 
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By  Dyan  Machan 

45  Debtor  days 

Banks,  not  bankrupts,  get 
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By  Janet  Novack 
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By  Gretchen  Morgenson 


73  Banker  to  the  unbanked 
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By  James  Samuelson 
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Our  cover  artist 

An  EL'jUCLATlON  bureaucrat  met  recently  with  some  media  people 
and  was  asked:  "What  about  school  vouchers?"  The  educrat  went 
ballistic. 

"Pure  elitism,"  he  snapped.  "The  parents  who  are  pushing  for 
vouchers  are  just  troublemakers." 

Well,  it  looks  like  our  educrat  friend  has  got  some  new  trouble- 
makers to  deal  with.  Virginia  Gilder  of  New  York  City  and  other 
like-minded  philanthropists  around  the  U.S.  are  quietly  financing 
private  school  voucher  programs.  These  scholarships,  for  that  is 
what  they  are,  enable  kids  to  leave  rotten  public  schools  and  attend 
private  and  church-run  schools.  The  beneficia- 
ries are  children  fi-om  low-income  and  middle- 
income  families.  The  public  education  lobby 
has  fought  government-financed  vouchers  to  a 
standstill,  but  is  powerless  to  thwart  private 
vouchers.  Read  about  this  highly  effective  phil- 
anthropy in  our  co\'er  ston>',  "Trustbusters,"  by 
Susan  Lee  and  Christine  Foster,  starting  on 
page  146. 


Tiara  Kennedy 
Rescued  from 
the  public  school 
monopolists. 


The  cover  that  graces  this  issue  was  drawn  by 
a  public  school  escapee,  7-year-old  Tiara 
Kennedy  of  Albany,  N.Y.  We  asked  Tiara  to 
illustrate  her  feelings  about  the  differences 
between  private  St.  James  Institute,  which, 
aided  by  private  voucher  money,  she  now 
attends,  and  her  former  public  school,  Giffen  Memorial  Elementar)'. 
It  is  clear  that  Tiara's  not  on  the  side  of  the  teachers'  unions  and 
their  allies  who  would  have  confined  her  to  a  troubled  inner-cit)' 
public  school.  On  page  152  is  a  similar  impression  of  the  contrast 
between  the  schools,  this  one  by  Tiara's  10-year-old  brother,  Aaron. 

The  Kennedy  kids'  mother,  Deborah  Wilson,  tells  us  that  the 
cover  fee  Tiara  received  from  Forbes  will  help  finance  the  chil- 
dren's private  school  tuition  next  year. 

Oil-sawy  Toni  Mack 

Oil  is  in  Toni  Mack's  blood.  Her  grandfather  was  a  roughneck  on 
Venezuela's  Lake  Maracaibo  in  the  1930s,  and  he  was  working  on 
Louisiana  oil  wells  when  his  son  met  Toni's  mother.  Maybe  this 
heritage  is  what  makes  Toni  such  a  perceptive  reporter  on  the  oil 
beat.  Whatever  the  explanation,  I  highly  recommend  "Watch  out, 
Riyadh,"  which  starts  on  page  100.  Toni's  story  tells  how 
Venezuela  is  modifying  its  long-standing  hostility'  to  foreign  petro- 
leum companies  in  order  to  lure  big  money  into  developing  its 
hea\y  oil  reserves.  This  is  an  important  story,  further  proof  that  the 
world  is  not  going  to  run  out  of  usable  oil  any  time  soon,  and  a 
blow  against  OPEC's  faltering  efforts  to  restrict  supplies. 

Toni  Mack's  byline  is  familiar  to  veteran  Forbes  readers.  She 
joined  us  as  a  part-time  editorial  assistant  even  before  she  gradu- 
ated in  1979  from  Houston's  Rice  Universit}'  with  a  B.A.  in  fine 
arts  and  English.  She  has  been  writing  for  Forbes  ever  since. 


Editor 
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Blown  opportunity 

Since  we  ran  an  article  lauding 
Ronald  Bittner's  Frontier  Corp.  (Apr. 
22,  1996),  the  company's  stock  has 
tanked  to  a  recent  1714  from  a  high  of 
33%  last  May.  Oops!  And  in  a  bull 
market. 

Two  years  ago  Frontier  embarked 
on  an  ambitious  $2.3  billion  acquisi- 
tions program  to  expand  its  long  dis- 
tance business.  That  culminated  in 
the  August  1995  merger  'with  $568 
million  (1994  sales)  ALC  Communi- 
cations. In  theory  the  deals  made  a 
lot  of  sense.  They  vaulted  Rochester, 
N.Y.-based  Frontier  (formerly 
Rochester  Telephone  Corp.)  from  a 
small,  independent,  primarily  local 
phone  company  to  the  nation's  fifth - 
largest  long  distance  carrier  with  $2.6 
billion  in  sales. 

With  ALC,  Frontier  got  an  infiision 
of  long  distance  know-how  from 
ALC's  entrepreneurial  management, 
including  Chief  Operating  Officer 
William  Oberlin  and  Chief  Financial 
Officer  Marvin  Moses.  But  within 
months,  the  new  team  grew  frustrat- 
ed with  Bittner  and  his  cronies.  The 
company  had  enjoyed  a  monopoly  in 
Rochester  dating  back  to  1920,  and 
a  monopoly  mentality  permeated  the 
place.  Oberlin  quit  in  November 
1995  and  eventually  took  over  anoth- 
er long  distance  firm,  Seattle-based 
Midcom  Communications.  Moses 
and  several  others  soon  followed  him 
out  the  door. 

Then  last  year  Bittner,  a  34-year 
company  veteran,  lost  his  top  cus- 
tomer. Excel  Communications  {Mar. 
24),  a  reseller  of  long  distance  ser- 
vices, accounted  for  16%  of  Fron- 
tier's revenues.  Excel  executives 
expressed  no  unhappiness  with 
Frontier,  but  former  company  insid- 
ers and  industry  experts  say  a  big 
reason  was  deteriorating  service. 
"Excel  was  not  satisfied  that  Fron- 
tier's network  was  up  to  its  [Excel's] 
standards,"  says  Rauscher  Pierce 
Refsnes  analyst  Flarry  Blount.  There 
reportedly  were  times  when  the  net- 
work would  go  down  and  Excel 
would  have  to  call  to  bring  it  to 
Frontier's  attention. 

Last  November  Frontier  said  prof- 
its for  1997  would  be  down  by  as 
much  as  9%  from  estimates.  A  month 
later  it  said  revenues  from  new  ser- 


vices like  prepaid  calling  cards  were 
lower  than  expected. 

In  April  more  bad  news:  First- 
quarter  profit  was  down  41%,  from 
39  cents  the  previous  year,  and  oper- 
ating margins  for  long  distance  had 
shriveled  to  3%  from  13%. 


Frontier  Corp.  Chief  Ronald  Bittner 

Is  the  world  moving  too  fast  for  him? 


Bittner's  team  has  tried  to  expand 
Frontier's  focus  from  a  traditional 
base  of  small  and  medium-size  cus- 
tomers ($500  to  $2,000  per  month 
in  long  distance  revenue)  to  accounts 
in  the  $5,000-to-$25,000  per  mondi 
range.  That  cost  Frontier  more  staff 
defections.  Going  for  bigger  accounts 
will  be  an  uphill  battle  since  Frontier 
now  has  to  compete  more  directly 
with  industry  titans  Sprint,  MCl  and 
WorldCom. 

What  of  Bittner  as  the  man  in 
charge  of  this  debacle?  "Ron  has 
done  a  masterful  job  of  controlling 
the  board,"  says  a  former  director, 
speaking  on  condition  of  anonymity. 
"It  appears  that  no  one  is  wiUing  to 
take  the  rudder." 

What  does  Bittner  say.'  "Yes,  some 
of  the  integration  has  taken  longer 
than  we  hoped  it  would,  but  at  the 
end  of  the  day  we  think  we'll  end  up 
with  a  first-class,  asset-based,  cus- 
tomer-based network  and  be  able  to 
produce  some  very  good  results." 

Shareholders'  best  hope?  A 
takeover.  The  chances?  "One  hun- 
dred percent,"  says  Frontier  investor 
Mario  Gabelli,  who  cashed  out  much 
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IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conscn'ative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  less  risk,  the  fund 
invests  in  dividend- paying  stocks  of 
established  companies. 

Past  performance  cannot  guaran- 
tee future  results.  Minimum  invest- 
ment is  $2,500  ($1,000  for  IRAs).  No 
sales  charges. 


Average  Annual  Total  Returns 

as  of  3/31/97- 
B  Equity  Income  Fund 
I  Lipper  Equity  Income  Funds  Average 

18.06% 


16.95% 


1M0%  13.35% 


1  year 


5  years  10  years 


Call  24  hours  for  a  free  information  Icit 
including  a  prospectus 

1-800-541-6592 


Invest  With  Confidence 

T.RoweH'ice 


'Ik 


-Source:  tipper  Analytical  Services,  Inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase.  Read  the  prospectus  carefully  before  investing.  T  Rowe  Price  Investment 
Services,  inc..  Distributor 


Need  an  inventory  solution? 


We  have  one. 

Donating  your  excess 
inventory  earns  a 
generous  tax  write-off 
for  your  company. 
And  creates  college 
scholarships  for 
needy  students.  EAL 
can  convert  your 
donation  of  inventory 
into  financial  aid. 
A  GREAT  SOLUTION. 


Request  a  free  guide 
to  learn  more. 
Ca// (630)  690-0010 
Fax  (630)  690-0565 
Email 

scholar@eduassist.org 


Educational 
Assistance  Ltd. 
P.O.  Box  3021 
Glen  Ellyn,  IL  60138 


Excess  inventory  today ...  student  opportunity  tomorrow 


of  his  8.2%  stake  in  the  early  1990s. 
"It  has  to  have  a  new  team  in  both 
owners  and  management.  The  world 
is  moving  too  fast  for  them." 

We  were  right  about  the  opportu- 
nities, but  forgot  the  most  basic  of  all 
Forbes'  tenets:  Good  management  is 
more  important  than  good  prospects. 

Short,  sweet 
and  on  so  cheap 

Last  fall  we  ridiculed  Cognex 
Corp.'s  costly,  hokey  annual  report, 
made  to  look  like  a  deck  of  cards. 
The  chief  executive  appeared  in  a 
tuxedo,  dealing  cards  to  manage- 
ment. The  text  was  heavy  on  gam- 
bling lingo.  This  from  a  company 


that  makes  robotic  eyes  used  by  man- 
ufacturers. Next  time,  we  advised, 
keep  it  short,  sweet  and — most 
important — cheap  (Nov.  4,  1996). 

Waddya  know.>  They  took  it  to 
heart.  Made  from  drab  brown  recy- 
cled paper,  Cognex's  1996  annual 
features  a  straightforward  letter  from 
the  chairman,  a  frill  explanation  of 
what  the  company  does  and  a  con- 
cise performance  report.  No  expen- 
sive color  photos  and  distracting 
graphics.  Right  there,  in  black  and 
white.  Chief  Executive  Robert 
Shillman  boasts  that  this  latest  annu- 
al report  cost  shareholders  just  21 
cents  apiece.  It  cost  $4.31  last  year. 

"I  decided  to  take  your  article's 
advice  to  heart,"  Shillman  wrote  us. 
"Thank  you  tor  planting  the  seed  that 
challenged  us  to  try  a  whole  new 
direction."  He  signed  it  Chairman 
and  Cheapskate.   -LuiSA  Kroll  H 
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These  Pros  Have  A  Lot 

In  Common 


Dr.  Sidney  Hamian, 
Chairman  and  CEO, 
Harman  International  Industries 


Pete  Sampras, 
Tcrmis  Professional 


The  Tools  of 
Their  Trade. 

The  challenges  these  pros  have  are 
about  balancing  demanding  sched- 
ules, capitalizing  on  opportunities  and 
selecting  the  right  "business"  tools. 

So,  whether  you're  the  world's 
number  one  tennis  player  or  the 
Chairman  and  CEO  of  a  successful 
company,  you  need  the  right  tools 
to  give  you  the  competitive  edge,  to 
make  you  more  productive  and  pro- 
vide you  more  time. 


Executive  Jet's  Netjets®  program  of 
fractional  ownership  is  such  a  pro- 
ductivity tool.  It  allows  you  to  own  a 
business  jet  for  as  little  as  l/8th  the 
cost  of  an  entire  aircraft — with  guar- 
anteed operating  costs,  guaranteed 
liquidity  and  guaranteed  availability 
365  days  a  year,  24  hours  a  day. 

We've  been  tailoring  fractional  air- 
craft ownership  solutions  for  some  of 
the  busiest  and  most  successful  indi- 
viduals and  companies  since  we 
created  the  concept  in  1986.  No 
matter  what  your  game  is,  we  can 
tailor  a  Netjets  share  to  meet  your 
needs.  Select  the  tool  that  Pete 
Sampras  and  Dr.  Sidney  Harman 
own — Netjets. 


And  NetJets®  Europe 
From  Executive  Jet 

For  More  Information  Call 
1-800-821-2299 


Fractional  aircraft  shares  are  available  in  small,  mid-range  and  large  cabin  business  jets  including  the  Citation  SII,  Citation  V  Ultra, 

Citation  VII,  Hawker  1000,  Citation  X  and  Gulfstream  IV-SP. 


PEOPLE  NEED  THE  OCCASIONAL 


TUNE -UP. 


WOULDN'T  IT  BE  NICE 


CAR  DIDN'T? 


Imagine  an  engine  so  finely  balanced, 

so  reliably  built,  so  carefully  assembled, 

it  doesn't  need  a  tune-up  for  100,000  miles* 

It  wasn't  easy  to  do.  But  GM  did  it. 

Leaving  the  owners  of  these  vehicles 

more  time  to  do  the  little  things 

that  keep  themselves  in  tune. 

Like  going  to  the  gym.  The  library. 

The  mall.  The  beach. 

You  can  count  on  GM  engines 

to  go  a  long  way  between  tune-ups. 

Humans? 

That's  another  story. 

*This  period  may  vary  with  use  and  driving  conditions. 


GM  vehicles  with 
100,000  mile* 
tune-up  intervals 

include  all: 

Chevrolets 
Pontiacs 
Ohismobiles 
Buicks 
Cadillacs 
GMCs 

www.gni.coin 


General  Motors. 

CHEVROLET    PONTIAC    OLDSMOBILE    BUICK    CADILLAC  CMC 

PEOPLE  IN 


UN  MY  MINU 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATARZYNA  WANDYC2 


Stressed 

By  Diana  Merelman 

A  little  stress  can  give  you 
a  competitive  edge,  but  too 
much  can  have  disastrous 
consequences:  insomnia, 
headaches  and  even,  in  the  most 
severe  cases,  an  urge  to  commit 
suicide.  For  most  modern  execu- 
tives, stress  goes  with  the  territory. 
Forbes  asked  11  top  executives  how 
they  handle  stress. 


''Wine  is 
quite  the 
opposite  of 
high  tech 
because  you 
can't  make  it 
go  any 
faster." 


William  Murphy, 
director  of  Internet 
marketing,  Hewlett- 
Packard 


C.  Stephen  Lynn 

Chief  Executive  Officer 
Shoney's,  Inc. 

I  never  lose  my  spiritual  perspective.  My  job 
is  to  run  the  race  well.  God  chooses  who 
the  winners  are.  If  I  can  recognize  what  is 
my  responsibility  and  give  up  what  I  don't 
have  authority  over,  it  takes  off  an  awftil  lot 
of  stress. 


Steven  Romick 

Fund  manager 

UAM  FPA  Crescent  Portfolio  (fund) 

First  Pacific  Advisors  (firm) 

I  can't  help  but  think  about  work  all  the 

time,  and  that's  stressful.  Yoga  is  the  only 

thing  I've  ever  done  that  actually  removes 

me  from  worrying  about  work. 

To  maintain  your  balance  in  some  weird 
position  for  a  minute  or  two,  you  focus 
totally  on  bringing  the  breath  into  parts  of 
the  body  where  you're  feeling  the  greatest 
tension. 

If  you're  looking  up  at  the  ceiling  with 
one  foot  and  the  opposite  arm  on  the  floor 
and  your  chest  facing  the  side  of  the  room, 
you  can't  be  thinking  about  stocks. 
If  you  do,  you  end  up  on  your  butt. 


Sanjiv  Sidhu 

Chief  Executive  Officer 

i2  Technologies 

When  i  am  stressed  about  something  then  I 
actually  work  more  on  it.  I  can't  just  engage 
myself  in  a  hobby  and  forget  about  it.  I  get 
extremely  focused  on  the  problem.  In  this 


way  I  feel  that  I'm  doing  something  toward 
dealing  with  it.  I  don't  need  for  the 
entire  solution  to  emerge.  The  process 
of  working  toward  the  solution  is  like 
a  meditation. 


John  Thibaolt 

Chief  Executive  Officer 
GeoTel  Communications 
I  happen  to  be  a  single  father  raising  two 
teenage  daughters,  so  the  stress  at  work  is  a 
lot  less  than  the  stress  I  deal  with  at  home. 
I  particularly  remember  when  my  elder 
daughter  and  a  bunch  of  her  friends  were 
over  at  our  house  getting  ready  for  the 
prom.  High  school  years  are  so  stressful.  Is 
there  going  to  be  a  prom  date,  isn't  there 
going  to  be  a  prom  date.' 

To  me  that  prom  night  was  so  much 
more  stressful  than  doing  a  startup,  raising 
$12  million  and  taking  a  company  through 
an  IPO. 


William  Murphy 

Director  of  Internet  Marketing 
Hewlett-Packard- 

I  operate  a  winery  with  my  wife.  It's  her  job 
but  a  hobby  for  me.  My  job  at  HP  is  very 
fast  paced,  high  tech;  we're  always  pushing 
the  envelope.  Wine  is  quite  the  opposite  of 
high  tech  because  you  can't  make  it  go  any 
faster.  The  good  lord  gives  you  grapes  once 
a  year,  and  it  takes  so  long  for  them  to  turn 
into  fine  wine,  and  there's  nothing  you  can 
do  about  that.  I  enjoy  the  slow  pace  of  making 
wine. 
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"  We  spend 
hows  in 
meetings 
with  other 
people  hut 
we  never 
take  time  to 
have  a  meet- 
ing with  our- 
selves." 


Peter  Hubbell, 
executive 
vice  president, 
N.W.  Ayer& 
Partners 


J.  William  Codinha 

Head  of  litigation 
Peabody  &  Brown 
I  used  to  be  more  stressed  when 
I  was  younger,  when  I  felt  that  a 
lot  of  people  knew  so  much 
more  than  I  did.  I  felt  com- 
pelled to  learn  more  and  do  more 
and  always  drive  myself.  It  was 
only  when  I  was  35  that  I  felt  com- 
fortable with  my  ability. 


Wayne  Brothers 

President 
Teledyne  Water  Pik 

The  stress  we  feel  is  different  from  what  our 
parents  dealt  with.  My  father  was  a  televi- 
sion repairman  for  Sears.  Maybe  two  times 
in  his  30-year  career  did  the  electronics 
change  so  significantly  that  he  had  to 
change  the  way  he  did  his  job. 

Now  we're  talking  about  those  types  of 
changes  somewhere  in  the  five-year  range. 
You're  constantly  in  a  relearning  mode, 
always  trying  to  catch  up. 


Brian  Maxwell 

President 
Powerfood,  Inc. 

Before  I  started  Powerfood,  I  made  my 
living  as  a  marathon  runner.  The  breathing 
techniques  I  learned  help  me  get  rid  of 
stress.  Sometimes  when  I  competed,  I  had  to 
wait  for  the  race  to  start.  Often  the  prepara- 
tion for  meetings  or  presentations  is  similar 
to  running  a  race.  You  get  nervous,  your 
heart  pounds — even  before  the  event  starts. 

When  your  heart  beats  fast,  more  adrena- 
Une  gets  released  into  your  blood,  which 
makes  your  heart  beat  even  faster  and  release 
even  more  adrenaline.  It's  a  vicious  circle. 

You  want  to  save  this  adrenaline  for  later, 
when  you  really  need  it  to  answer  that  tough 
question  or  when  you  have  to  go  up  and  speak. 

To  conserve  adrenaline,  slowly  breathe  out 
all  the  air  from  your  lungs  and  then  breathe  in 
deeply  and  slowly.  The  idea  is  that  you  get  a 
lot  of  oxygen  into  your  lungs  and  that  is  going 
to  slow  down  your  heart  rate. 


Greg  Moyer 

President 

Discovery  Communications,  Inc. 

Some  people  never  stop  and  say,  "What  am 
I  good  at  and  what  do  I  take  great  pleasure 
from.^"  Instead  they  get  caught  up  in  soci- 
ety's or  family  expectations — at  35  you  are 
expected  to  be  a  vice  president  and  have  a 
certain  lifestyle  or  net  worth.  So  a  lot  of 
folks  go  to  jobs  that  they  truly  don't  have 
their  heart  in.  I  think  that  causes  them  a  lot 
of  stress. 

I  do  what  I  like  to  do,  and  it  doesn't 
matter  to  me  how  many  people  I  manage. 
That's  a  big  stress  reliever  for  me. 


Peter  Hubbell 

Executive  Vice  President 
N.W.  Ayer  &  Partners 

Solitude  is  the  greatest  reliever  that  I  know 
of  for  stress.  We  spend  hours  and  hours  in 
meetings  with  other  people,  but  we  never 
take  time  to  have  a  meeting  with  ourselves. 
So  every  so  often  I  have  a  meeting  with 
myself.  I  ask  myself  the  hard  questions  and 
try  to  find  the  sources  of  my  stress. 

I  used  to  play  a  lot  of  doubles  tennis  or 
foursome  golf,  and  now  I'm  just  as  happy 
to  play  some  twilight  golf  by  myself  or  sit 
by  a  trout  stream  all  alone.  I  also  have 
lunch  by  myself  quite  often.  And  if  I  didn't 
have  the  lone  train  ride  to  put  some  space 
between  office  and  home  life,  I'd  go  home 
and  kick  the  dog. 


Mary  Ann  Domuracki 

Chief  Executive  Officer 
Danskin 

Sometimes  folks  will  make  a  comment 
about  how  my  job  must  be  more  stressful 
than  the  receptionist's  at  the  front  desk 
because  I  have  so  much  more  responsibili- 
ty. But  I  feel  that  stress  is  a  matter  of  what 
you  put  on  yourself  personally  and  how 
much  pride  you  take  in  your  job,  no 
matter  what  you  are  doing.  I  think  that  my 
secretary  probably  feels  stress  the  same 
way  I  m.ight  because  she  likes  to  do  a  really 
good  job.  H 


Whafs  on  your  mind^ 

If  you  are  a  business  executive,  whether  with  a  lwg  company  or  a  small  one,  we'd  like  to  know  what's 
bothering  you  these  days,  and  what  you  are  doing  about  it.  Tell  us  about  it  at:  mind@forbes.com. 
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Our  way  of 

Finding  new 


Health  Care 

Developing  medicines  to  fight  disease 
is  our  top  priority  at  Hoechst. 


1  m 


Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
http://www.hoechst.com 


AgrEvo  USA  Company 
2711  Centerville  Road 
Wilmington,  DE  19808 


Hoechst  Celanese  Corp. 
P.O.  Box  2500 
Somendlle,  NJ  08876-1258 


orrow  s  vi 


ital 


needs 


loechst. 


Two-thirds  of  all  diseases,  includ- 
ing AIDS,  cancer,  Alzheimer's 
and  rheumatism,  are  still  incurable. 

Our  task  is  to  develop  medication 
which  opens  up  new  therapeutic 
options. 

The  world's  population  continues 
to  grow  -  and  yet  farmland  is 
limited.  That's  why  we  must  forge 
new  ground  to  ensure  that  we 
can  feed  people. 

But  often,  the  paths  of  progress 
take  their  toll  on  the  environ- 
ment. We  need  new  materials  and 
technologies  for  safe,  sustainable 
development  well  into  the  future. 

"We're  meeting  the  challenge  by 
chaimelling  our  creative  skills 
and  the  power  of  our  research  into 
finding  new  ways  to  improve 
people's  quahty  of  life. 

Hoechst  is  an  international  group  of 
companies  spearheading  innovation 
in  health  care,  nutrition  and  industry. 
With  a  staff  of  145  000  people  world- 
wide, annual  sales  total  $  36  billion. 


Finding  new  ways. 


Hoechst 


readers@forbes.com 


Putting  off  heirs 

Sir:  Rc  "The  disinheritors"  {May 
19).  From  predatory  taxation,  to 
indolent 
heirs,  to  the 
changing 
currents  of 
economies, 
the  preserva- 
tion ot  a  for- 
tune passed 
from  genera- 
tion to  gen- 
eration has 
long  been  a 
challenge 
that  few- 
have  mas- 
tered. But 
no  threat  it 

has  faced  is  more  serious  than  the 
self-congratulatory  types  profiled 
v\  ho  deny  their  children  the  priceless 
opportunity'  to  even  have  a  chance  at 
this  prospect,  thus  reducing  their 
fortunes  to  historical  blips. 
-Louis  Epstein 
Carmel,  N.T. 

Sir:  I  have  never  understood  the 
logic  of  individuals  who,  to  prevent 
their  heirs  from  becoming  slackers, 
hmd  liberal  foundations  that  actively 
oppose  free  enterprise.  For  every 
Ted  Kennedy,  there's  a  Ted  Turner 
who  grew  an  inheritance  into  a 
multibillion-dollar  business. 
-Brian  BachiVl\n 
Mentor,  Ohio 

More  on  Morgan 

Sir:  Re  "NextcPs  second  chance" 
(May  5).  I  would  take  issue  with  the 
way  our  cofounder  and  vice  chair- 
man, Morgan  O'Brien,  was  charac- 
terized. If  it  were  not  for  his  vision, 
creativity  and  energ\',  Nextel  would 
have  never  existed  in  the  fust  place. 
-Daniel  F.  Akerson 
Chairman  and  Chief  Executive 
Nextel  Communications 
McLean,  Va. 

Our  kind  of  trouK^ 

Sir:  Re  "Value  will  out — maybe" 
{May  5).  With  management's  expec- 
tation that  1997  will  be  TriMas" 
tenth  consecutive  record  year,  a  n-^t 


worth  in  excess  of  $500  million, 
only  $72  million  in  long-term  debt, 
and  approximately  $90  millicm  in 
cash,  I  doubt  if  TriMas  Corp.  is 
"troubled."   To   the   contrary,  I 
believe  there  are  hundreds  of  com- 
panies (or  more)  who  wish  they 
enjoyed  our  troubles. 
-Brian  R  Campbell 
President 
TriMas  Corp. 
Ann  Arbor,  Mich. 

What  improvement? 

Sir:  You  are  sadly  correct  about 
Congress  passing  laws  ("Un-natural 
justice,"  May  5).  In  "What's  happen- 
ing to  U.S.  banking?"  we  list  more 
than  a  whole  page  of  titles  of  Acts  of 
Congress  of  recent  years.  Many  of 
these  ha\'e  meant  but  little  toward 
giving  the  American  people  safe  and 
sound  banking. 
-M.\rsiL'\ll  E.  Surratt 
Dallas,  Tex. 

Parental  duty 

Sir:  Re  "Girls  always  have  trouble 
with  math"  {Ap?:  21).  When  I  was 
learning  the  multiplication  tables,  I 
remember  it  as  a  boring,  tedious  and 
difficult  task.  My  parents'  solution 
was  to  drill  me  at  breakfast  and  after 
dinner  until  I  had  mastered  this  skill. 
Anyone  who  spends  $3,000  for 


Raih*oaded 

Sir:  Re  "Down  with  the  burbs!" 
{May  5).  Contrary  to  the  general 
tone  of  the  article,  the  American 
public  did  not  choose  the  automo- 
bile culture,  but  rather  was  coerced 
by  means  of  road  building  policy  and 
general  transportation  regulation 
during  the  last  75  years.  The  coerced 
migration  to  the  suburbs  in  the  last 
40  years  is  now  being  "corrected"  by 
a  coerced  move  back  to  the  city.  A 
more  realistic  solution  is  the  sale  of 
limited  access  roadways  to  the  pri- 


someone  else  to  tutor  their  child  in 
the  times  tables  is  not  spending  extra 
cash  to  correct  the  inadequacies  of 
the  public  schools.  They  are  denying 
their  responsibiUt)'  as  a  parent. 
-James  R.  Lippincott 
Arvada,  Colo. 


Back  to  the  future 

What  if  highways  were  privatized? 


vate  sector.  If  the  cost  turns  out  to 
be  unbearable,  the  demand  for  rail 
transit  will  return.  When  consumers 
are  faced  with  the  immense  costs  of 
building,  maintaining,  and  patroling 
the  highway  s\'stem  and  the  inconve- 
nience of  paying  for  road  use  at  the 
point  of  entry,  a  short  jaunt  on  the 
trolley  will  seem  very  appealing. 
-Joel  Hiltner 
Peoria,  III. 

Focused 

Sir:  Ericsson's  decision  not  to  support 
the  narrowband-CDMA  air  interface 
standard  ("tdm-\  or  bust,"  Apr  7)  is 
based  on  a  very  focused  business  strat- 
egy^: to  de\  elop  serxices  that  will  allow 
our  customers  to  gain  competitive 
advantage  in  the  marketplace.  We  are 
also  de\  oting  substantial  resources  to 
de\eloping  "third  generation"  wire- 
less systems  that  will  delix  er  ad\  anced 
multimedia  serx  ices.  Our  strategy'  is  to 
keep  mox  ing  up  the  value  chain  in  the 
ser\ices  we  bring  to  our  customers. 
-Bo  Hhdfors 

President  and  Chief  Executive 
Ericsson  Inc. 

Richardson,  Tex.  H 
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"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


POISON  PROPOSAL 


For  the  moment,  congressional  Republicans  have 
dropped  the  idea  of  readjusting  the  Consumer  Price  In- 
dex (CPI).  They  shouldn't  go  near  this  notion  again;  it's 
fallacious,  economically  and  politically. 

Some  economists  assert  that  the  CPI  overstates  increas- 
es in  the  cost  of  living.  Trouble  is,  these  worthies  ignore 
the  fact  diat  the  CPI  leaves  out  two  of  the  biggest  cost  of 
living  items:  income  taxes  and  payroll  taxes. 

Taxes  aren't  a  cost  of  living?!? 


American  families  pay  more  for  these  exactions  than 
they  do  for  housing,  clothing  and  food  combined.  If  any- 
thing, this  index  should  be  adjusted  upward. 

Arbitrarily  hacking  the  CPI  downward,  as  too  many 
Washington  politicos  seem  eager  to  do,  would  not  only 
cut  Social  Security  benefits  but  also  raise  income  taxes  by 
some  tens  of  billions  of  dollars  over  the  next  decade, 
because  these  levies  have  been  adjusted  for  inflation  since 
the  mid-1980s. 


SPECIFICS,  NOT  GENERALITIES,  COUNT 


The  ultimate  worth  of  the  budget  deal  will  lie  in  its  details. 

Capital  gains  taxes,  for  example,  are  supposed  to  be  cut 
meaningfiiUy,  but  the  fine  print  will  be  crucial.  The  alter- 
native minimum  tax  could  vitiate  much  of  the  reduction. 
Look  out,  too,  for  such  specifics  as  holding  periods.  Will 
there  be  indexing?  WUl  certain  kinds  of  securities  or  finan- 
cial transactions  be  excluded? 

Budget  negotiators  said  something  would  be  done  for 
iminsured  children.  Will  Congress  use  this  as  an  excuse  to 
pass  the  Hatch-Kennedy  bill,  which  is  a  new  entidement 


and  would  up-end  state  efforts  at  reform?  Hatch-Kennedy 
is  simply  the  latest  push  by  national  health  care  advocates 
to  salami-slice  their  way  to  their  ultimate  goal. 

And  what  about  Medicare?  Estimates  for  future 
Medicare  expenses  have  been  notoriously  unreliable 
because  of  the  program's  systemic,  top-down  flaws.  Will 
GOPers  go  along  with  Clinton's  price  control  approach? 
Without  basic,  proconsumer  reforms — primarily  Medical 
Savings  Accounts — Medicare  will  inevitably  be  in  serious 
trouble  again  before  2002. 


BY  THE  WAY  .  .  . 

the  budgeteers,  for  deficit  purposes,  are  still  counting  borrowing  money  and  counting  the  proceeds  as  normal 
borrowings  from  the  Social  Security  Trust  Fund  as  rev-  sales.  Even  if  the  budget  is  "balanced"  by  2002,  the 
enue.  No  one  in  the  private  sector  could  get  away  with    national  debt  will  still  be  rising. 

TRUST  THE  PEOPLE 

Representative  John  Doolittle  (R-Calif.)  has  pro-  The  rules  also  push  politicos  to  engage  in  subterfi.iges  we 
posed  a  campaign  finance  reform  package  that  is  so  effec-  are  now  becoming  familiar  with:  "soft  money"  and  bogus 
tive  and  so  simple,  Washington  will  instinctivelv  turn     "independent"  committees. 


away  from  it  in  sheer  horror.  Doolittle 
would  repeal  the  limits  on  what  you 
can  give  to  candidates  or  to  political 
parties  as  long  as  there  is  fijll  and 
prompt  public  disclosure. 

The  severe  limits  on  giving  that  are 
now  in  place  have  bred  only  hypocrisy 
and  cynicism.  The  rules  favor  incum- 
bents. Challengers  outside  the  politi- 
cal system  don't  have  the  vast  net- 
works necessary  to  put  together  the 
resources  to  run  against  an  incumbent, 
unless  the  challenger  himself  is  rich. 


Representative  Doolittle:  Jefferson 
would  have  approved  his  approach. 


Under  Doolittle's  proposal,  cam- 
paigns and  candidates  would  have  to 
file  reports  electronically  to  the  Feder- 
al Election  Commission  every  24 
hours  during  the  three  months  pre- 
ceding an  election.  These  reports 
would  go  immediately  on  the  Inter- 
net. Contributions  could  not  be 
accepted  unless  they  were  accompa- 
nied by  full  disclosure  about  the 
donor — "best  effort"  would  no  longer 
be  permitted.  Under  current  law,  cam- 
paigns can  cash  checks  even  if  legally 
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required  information  about  donors  is  missing. 

Rather  than  applying  another  layer  of  federal  rules  and 
regulations,  Doolittle  says,  "Unlike  the  other  campaign 
fmance  proposals  you  hear  so  much  about,  my  bill  asks 
Cx)ngress  to  do  something  it  rarely  considers:  Give  Amer- 


ican voters  the  information  they  need,  and  then  trust  their 
judgment."  As  long  as  everyone  could  immediately  see 
w  ho  was  giving  what  to  whom,  voters  themselves  would 
be  able  to  decide  if  a  candidate  had  sold  his  soul  to  an 
individual  or  a  special  interest. 


SO  WHAT? 


The  loss  by  world  chess  champion  Garry  Kasparov  to 
Deep  Blue,  the  IBM  computer,  is  about  as  significant  as 
an  Olympic  gold  medalist's  losing  a  weight-lifting  con- 
test to  a  crane  or  a  forklift. 

Computers  are  becoming  ever  more  helpful  tools  for 
managing  businesses  and  improving  the  quality'  of  our  lives. 
But  thev  are  no  more  capable  of  coUuding  on  tlicir  own  and 
taking  over  the  world  than  are,  say,  Labrador  retrievers. 
Machines  are  laborsaving  devices  for  human  muscle; 
microcliips  are  performing  the  same  flinction  for  the  brain. 


That  heat-seeking  missiles  will  hit  targets  moving  hundreds 
of  miles  per  hour  more  accurately  dian  can  a  human  marks- 
man doesn't  take  away  from  man's  ability  to  see.  Nor  does 
die  fact  diat  a  computer  can  easily  "remember"  more  names 
than  could  die  legendary  Jim  Farley — FDR's  one-time  polit- 
ical guru  who  knew  the  first  names  of  20,000  people,  on 
sight — belittle  the  human  brain.  Cameras  didn't  put  artists 
out  of  business.  People  will  still  compete  in  chess  competi- 
tions, just  as  they  do  in  weight  lifting  and  races,  even 
though  machines  can  do  these  tasks  faster,  more  easily. 


DEAFENING  DECIBELS  DAMAGE  DEMOCRACY 


Last  fall.  Supreme  Court  Justice  Clarence  Thomas 
gave  a  speech  that  law  school  graduates  and  the  rest  of 
us  should  take  to  heart.  He  eloquently  deplored  the 
decline  of  civility  in  our  public  discourse  and  conduct. 

The  vociferous,  in-your-face  behavior   

we  see  in  sports,  politics,  academia,  the 
law  and  other  areas  will  ultimately  erode 
the  ability  of  our  civil  societ\'  to  function. 
Thomas  rightly  points  out  something 
Alexis  de  Tocqueville  noted  160  years 
ago:  The  extraordinary  energ\'  in  Ameri- 
ca that  comes  from  our  citizens'  estab- 
lishing and  joining  private  associations 
and  organizations — schools,  synagogues, 
hospitals,  professional  associations,  cul- 
tural organizations,  sporting  actixities,  etc. 
This  "private  sphere  of  human  interaction 
that  is  separate  from  and  independent  of 
government  control  [has  been]  one  of  the  important  fac- 
tors that  has  contributed  to  the  stabilit)'  and  success  of  our 
nation."  Thomas  makes  the  point  that  "What  political  sci- 
entists like  to  call  'mediating  institutions'  stand  between  the 
individual  and  the  power  of  the  state.  Civil  societ)'  and  its 
institutions  prevent  tyranny."  Without  civility  and  civil 
societ)'  "democracy  becomes  more  and  more  ciifficult." 


Justice  Thomas:  Civil  man,  warning 
of  an  uncivil  society. 


The  Justice  gives  his  thoughts  on  what  brought  about 
the  decline  in  civilitv'  among  lawyers.  The  law  became  less 
of  a  mechanism  for  mediating  private  disputes  and  more  of 
a  tool  used  by  special  interests  for  reshaping  society. 

  Increasingly,  the  courts  began  to  act  like 

legislators,  handing  down  imperial-like 
decrees  in  a  growing  number  of  areas 
such  as  prayer,  abortion  and  term  limits. 
Judges  took  to  administering  schools  and 
jails  in  minute  detail.  This  winner-take-all, 
reshaping-societx'-by-decree  approach  to 
law  undermines  civilit}'  and  civil  society. 

Thomas,  of  course,  is  no  stranger  to 
this  trend.  Unable  to  derail  his  1991 
Supreme  Court  nomination  through 
intellectual  arguments,  the  opposition 
tried  to  do  to  him  what  was  done  to 
Robert  Bork  a  few  years  before — portray 
the  man  as  a  monster  unfit  for  any  role.  If  you  can't  win 
on  the  merits,  wreck  a  man's  reputation. 

Thomas  has  delivered  a  timely — and  civil — warning. 
Incidentally,  the  Justice  mentions  George  Washington's 
fav  orite  book  on  proper  behavior.  Rules  of  Civilit}\  vvJiich, 
edited  by  Richard  Brookhiser,  has  been  reissued  and  is 
available  from  The  Free  Press  for  $16. 


RESTAURANTS— GO,  CONSIDER,  STOP 

Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  of/[;er  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


Le  Regence — 37  East  64th  St.,  Plaza  Athenee  (Tel.: 
606-4647).  As  good  as  ever — the  food's  right  up  with  the 
best  in  the  citv'.  Outstanding  appetizers:  crab-meat-and- 
potato  cakes,  and  terrine  of  spring  vegetables  and  mari- 
nated mushrooms.  Among  the  best  main  courses:  roast- 
ed rack  of  lamb  and  thyme  with  French  beans;  black  bass 
cooked  "pot-au-feu"  stv'le;  beef  tenderloin  with  morels, 
apples  and  foie  gras.  Desserts,  scrumptious. 

Domingo— 209  East  49th  St.  (Tel.:  826-8269).  Beau- 
tiftil  place,  but  what  a  letdown.  Apart  from  one  or  two 
exceptions,  the  food  is  disappointing.  Often  what  is  supposed 
to  be  hot  is  tepid;  once  or  twice  food  was  scalding.  Service 
is  well-meaning  but  avviiil.  The  wait  between  courses,  inter- 


minable; what  is  ordered  is  not  necessarily  what  is  sensed. 

•  Chez  Ma  Tant^l89  West  lOtii  St.'  (Tel.:  620-0223). 
Intimate,  relaxing;  the  ideal.place  to  celebrate,  commiserate 
or  commemorate.  The  fare  is  decadendv'  delicious.  A  plump 
tomato  baked  with  goat  cheese,  a  salmon  dish  that  swims 
the  senses  and  various  pastas  leave  one  sated,  not  stuffed. 

•  Windows  on  the  World — 1  World  Trade  Center 
(Tel.:  938-1111).  Food  and  service  are  better  than  ever; 
the  view  remains  breathtaking.  For  appetizers:  cara- 
melized sea  scallops  and  asparagus  ravioli  with  fresh 
chanterelles  are  a  rave.  The  tarte  tartin  is  a  classic,  and  the 
short  ribs  of  beef  and  the  roasted  rabbit  are  dazzlingly 
presented  and  mouth -wateringly  tender.  WM 
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y  the  time  he  was  25  years 
old,  my  father  had  spent 
more  time  behind  the  con- 
ols  of  a  B-17  than  driving  a  car. 
nee  1945,  however,  the  gap  has 
own  considerably  the  other  way. 
he  turning  point  was  probably 
le  two  days  it  took  him  and  my 
lother  to  navigate  to,  around  and 
iroughTerre  Haute  in  a  '49  Kaiser 
ter  a  heavy  snowstorm.  It  was 
leir  honeymoon. 

His  whole  working  life  involved 
irs,  although  he  had  nothing  to  do 
ith  the  automobile  industry.  He 
as  a  salesman,  mostly;  continually 
atrolling  territories  of  a  scope  that 
'ould  have  intimidated  Lewis  & 
lark.  Judging  by  the  wide  variety 
f  expensive  toys  that  surrounded 
ie  in  my  childhood,  followed  by  a 
•ee  five-year  college  education,  I 
/ould  say  my  father  was  pretty 
lood  at  what  he  did. 

Before  cell  phones  and  e-mail 
nd  V-mail  and  fax  machines,  the 
»ne  machine  that  mattered  most 
jo  a  salesman  was  a  car.  My  father 
■)wned  a  lot  of  cars,  each  one 
rogressively  larger. 


BORN  TO  ZIG. 

(CONFESSIONS  OF  A  CATERA  OWNER. 


I  learned  to  drive  in  one  of  his 
more  immense  land  monsters.  I 
know  from  personal  experience 
that  it  could  not  zig.  (It  could,  at 
times,  however,  be  coaxed  into 
doing  some  very  un-luxury-car 
things,  always  with  me  behind  the 
wheel  and  my  father  nowhere  to 
be  seen.) 


Of  course,  this  was  at  a  time 
when  one  couldn't  say  "luxury"  and 
"fun"  in  the  same  sentence,  unless 
one  could  read  223  pages  of 
Webster's  Dictionary  without 
pausing  for  breath. 

Now  there's  Catera. 

Catera  scrambles  your  pre- 
conceptions and  turns  out  to  be  a 
whole  new  omelet.  Instead  of 
pinching  an  idea  or  two  from  a 
performance  car  and  putting  it 


into  a  luxury  car,  Catera  brings 
innovative  thinking  direct  from 
the  auto  racing  circuit,  a  rich  and 
often  under-utilized  source  of  zig. 
Like  sodium-filled  exhaust  valves. 
(It  means  more  engine  power;  the 
whys  and  wherefores  belong  in  a 
tech  manual.) 

Catera  gives  you  full-range 
traction  control,  which  means  you 
can  have  Terre  Haute  or  anywhere 
else  quickly  in  your  rearview  mir- 
ror, even  in  a  snowstorm. 

Catera  even  comes  with  its 
own  college.  Not  for  you,  for 
Catera  salespeople.  They  learn  the 
body,  soul  and  vision  of  Catera.  So 
you  get  a  completely  new  kind  of 
buying  experience.  My  father 
would  approve. 

Am  I  my  father's  child?  Surely. 
I've  spoken  in  his  voice  too  many 
times  for  there  not  to  be  a  genetic 
connection.  But  there  are  some 
differences.  My  eclectic  disposition 
looks  for  that  that  says  luxury  and 
fun,  together.  I  need  a  car  to  do 
some  un-luxury-car  things  as  part 
of  its  nature,  without  coaxing  or 
coercion.  I  need  my  zigs. 


1^  CAi:>I  IJ.AC. 

-J  1996  GM  Corp.  All  rights  reserved. 
Mways  wear  safety  belts,  even  with  air  bags. 


THE  CADDY  THAT  ZIGS., 


STARTING  AT  $29,995 

MSRP  EXCLUDING  DESTINATION  CHARGE.  Tax,  license 
and  optional  equipment  extra.  For  the  authorized  Catera  dealer 
nearest  you,  call  I -800-333-4CAD  or  visit  us  at  www.catera.com 


Transportation 

Have  Evolved, 

Have  We. 

►  A  chemical  company  needs  to  shut  down  warehouses  without  shutting  out  customers.  Con-Way 
Transportation  engineers  a  new  distribution  system  to  keep  service  rolling.  A  manufacturer  needs  to 
deliver  one-ton  jet  engines  to  buyers  around  the  world.  Emery  Worldwide  mobilizes  its  global  multi- 
modal capabilities  to  meet  the  challenge.  A  computer  maker  needs  to  beat  the  competition  to  market. 
Menlo  Logistics  devises  a  system  for  packaging  products  en  route,  shortening  the  supply  chain. 
The  U.S.  Postal  Service  builds  a  $1.7  billion  network  to  move  its  Priority  Mail.  The  CNF  group  of 
companies  integrate  their  services  to  deliver.  That's  the  kind  of  thinking  you'll  get  when  you  work 
with  the  market  leaders  of  CNF.  We've  evolved  into  the  transportation  company  that  can  carry  you 
into  the  next  century  -  bringing  you  both  innovative  ideas  and  the  resources  to  put  them  in  motion. 

OIF 

TRANSPORTATION 


Where  ideas  carry  weight 


RvicES  ^  Menlo    Logistics  http://www.cnf.com 


Your 


Need 
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Other  Comments 


Point  of  No  Returns 

Wt  HAV1-:  lU-L^cHED  tilt'  Stage  James 
Madison  warned  us  about  200  years 
ago:  "It  will  be  of  litde  avail  to  the 
people  that  laws  are  made  by  men  of 
tiieir  own  choice  if  the  laws  be  so  volu- 
minous that  they  cannot  be  read,  or  so 
incoherent  diat  they  cannot  be  imder- 
stood;  or  if  diey  be  repealed  or  revised 
before  they  are  promulgated,  or  under- 
go such  incessant  changes  that  no  man 
who  knows  what  the  law  is  today,  can 
guess  what  it  wtII  be  like  tomorrow." 

Doesn't  this  describe  our  tax  law? 
-Representative  Nick  Smith 
(R-Mich.) 

Going  for  the  Gold 

Nothing  makes  the  decline  of  civility 
more  obvious  than  die  fact  that  large 
corporations  now  feel  free  to  cash  in  on 
it.  Because  the  anything-goes  ethic  is  so 
strong,  corporations  get  attention 
through  assaultive  advertising,  hi-your- 
face  messages  that  shred  social  norms 
can  move  the  merchandise  by  placing 
to  the  current  antisocial  mood.  Thus, 
the  ads  urging  us  to  break  the  rules  or 
just  make  up  our  own.  Major  corpora- 
tions don't  want  a  rule-breaking  soci- 
etv',  but  tiie\'  are  willing  to  push  the 
message  if  there  is  money  to  be  made. 
-John  Leo, 
U.S.News  &■  World  Report 

Lest  We  Forget 

Contrary  to  my  dire  expectations  of 
waflOing,  the  Clinton  Administration 
has  persevered  in  bringing  NATO 

An 


to  the  p(»nt  of  admitting  Poland, 
Hungary  and  the  Czech  Republic  (and 
maybe  Slovenia  and  Romania).  Next, 
what  about  the  Baltics?  If  any  nations 
deserve  a  piece  of  our  collective  securi- 
ty, it  is  Estonia,  Latvia  and  Lithuania. 

"NATO  expansion  poses  no  threat," 
says  Lithuanian  President  Vytautas 
Landsbergis.  "It  is  the  Russian  desire 
for  the  Baltic  Sea  that  has  always  posed 
the  threat,  from  Ivan  the  Terrible  to  Pe- 
ter the  Great  to  Molotov.  Don't  think 
of  Lithuania  as  a  bridge  between  East 
and  West.  We  are  part  of  the  West." 
-WiLi.L\M  Safire,  New  York  Times 

The  people  of  the  USA  [should 
remember]  that  one  of  the  best 
investments  they  made  in  the  20th 
century  was  the  political  support 
for  Solidarity  in  the  1980s. 
-Marian  Krzaklewski,  Solidarity 
president  and  leader  of  the  political 
opposition  coalition  in  Poland 

Chequemate 

ViETN.'VM  has  just  authorised  cheque- 
writing.  Cheques  must  [be  purchased] 
from  the  central  bank's  printing  house 
[and]  filled  out  in  Vietnamese.  English 
may  appear,  but  below  the  Vietnamese 
and  in  smaller  characters.  Unless  the 
first  letter  is  capitalised  the  cheque 
becomes  invalid.  Other  required 
entries  include  the  payee's  identity- 
card  number  and  its  date  of  issue;  the 
payee's  bank-account  number;  the 


issuing  company's  address  and  account 
number;  and  the  signatures  of  both 
the  company's  authorised  signatory 
and  chief  accountant.  The  payee  must 
cash  [the  cheque]  within  15  days. 

The  Viemamese  developed  this  sys- 
tem despite  a  study  of  cheque-writing 
around  the  world.  Some  basic  interna- 
tional banking  concepts  have  failed  to 
take  root — such  as  the  likelihood  that 
nobody  will  accept  a  cheque  that  could 
be  dishonoured  on  a  technicalitv'. 
-The  Economist 

Spent 

For  the  past  two  years  a  number  of 
Washington  politicians  have  been  in- 
sisting that  a  cut,  to  be  a  cut,  must  be  a 
decrease  in  spending,  not  a  decrease  in 
the  increase  in  spending.  That  such  a 
semantic  argument  should  even  be  nec- 
essary' is  a  measure  of  just  how  deeplv' 
the  culture  of  spending  had  become 
ingrained  in  Washington.  That  it  has 
met  with  onlv'  limited  success  is  a  mea- 
sure of  just  how  powerful  are  the  forces 
beliind  continued  deficit  spending. 
-John  Steele  Gordon, 
Ha  m  ilton 's  Blessing 

Nonexistence 

America  is  engaged  in  the  pursuit  of 
nothingness  as  if  it  were  a  new  right 
that  just  turned  up  under  a  penum- 
bra. Dumbing-down,  audio  books, 
anything  labeled  "  free,"  are  all 
nihilistic  in  spirit.  The  only  jury  that 
can  be  impaneled  is  one  that  know  s 
nothing,  never  heard  of  anybodv',  and 
has  no  opinions  on  any  subject. 
Media  commentators,  by  putting 
"alleged"  in  front  of  evervthing,  con- 
vey the  notion  that  there  is  no  crimi- 
nal, no  witnesses,  no  crime,  no  case. 
-Florence  King,  National  Review 

Go  Team! 

I  think  men  always  go  into  the  higher 
numbers  because  they're  not  the  ones 
going  through  the  actual  process  and 
they  just  think  of  a  brood.  It's  their 
mentalitv'.  "Let's  have  more.  Let's  have 
a  team!"  They  think  in  terms  of  teams. 
-Actress  Brooke  Shields,  on 
having  chilcfren,  TV  Guide  H 


"One  nice  thing  about  slithering  is  you 
don't  have  to  worry  about  falling  down!" 
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Equal  Housing  Lender.  ©  1 997  Countrywide  Home  Loans,  Inc.  Trade/service  marks  property  of  Countrywide  Credit  Industries.  Inc.  and/or  its  subsidiaries.  3/97. 
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The  world's  leading  Life  Sciences  company. 
Formed  by  the  merger  of  Ciba  and  Sandoz. 


Introducing 
Marriott  Rewards. 

It's  never  been 
easier  to  earn  points. 

(You  re  welcome ) 

Or  harder  to  decide 
where  to  use  them. 

(Sorry  ) 


Harriott 

HOTELS  •  RESORTS  •  SUITES 


VACATION  CLUB.  Kywmnacc 

Suites 

•.MmHt 


VILLAS 


Ti4£Rrrz-ORnas' 


Now  you  con  earn  points  at  nearly  a  thousand  different  hotels  in  the  Marriott  family,  so  free  vacations 
come  quicker  than  ever.  Redeem  your  points  for  free  stays  at  our  hotels. or  at  selected  Ritz  Carlton 
partner  hotels,  cruises,  airline  miles,  or  choose  from  other  great  rewards.  For  more  information  click  over 
to  our  web  site  (www.marriortrewards.com),  or  pick  up  the  phone  and  call  800-249-0800  to  enroll. 


VJSA 


Here's  an  offer  exclusively  for  VISA^  cardholders: 

Pay  with  your  VISA  card  and  get  10%  bonus  points  now  through  November  15th. 


^>  Harriott  REw  A  r  d 
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Commentairy 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


POLAND:  A  STRONG  FRIEND  WE  MUST  NOT  LOSE 


Poland,  first  of  the  Warsaw  Pact  countries  to  escape 
the  Soviet  Union's  brutal  grip,  continues  to  make  steady 
progress  toward  democracy  and  a  free-market  economy, 
as  we  saw  during  an  April  visit  to  Warsaw. 

Economically,  Poland  is  like  two  different  countries. 
Warsaw  and  the  other  major  cities  are  booming,  with  rel- 
atively low  unemployment  (Warsaw's  is  4%).  But  in  most 
rural  areas,  where  the  population  lives  on  small,  basical- 
ly inefficient  farms  that  held  out  against  collectivization 
during  the  Soviet  years,  unemployment  is  high,  some- 
times exceeding  25%.  o 

The  political  situation  in  i 
Poland  is  confusing  and  was  best 
described  to  us  by  a  shrewd  ob- 
server as  "an  incumbent  center- 
left  government — including  ex- 
Communists — whose  present  pol- 
itics and  rhetoric  come  straight 
from  the  University  of  Chicago, 
and  which  is  being  challenged  by 
a  center-right  party  that  preaches 
trade-union,  radical  populism." 

The  opposition  is  a  loose  coali- 
tion of  25  small  groups  welded 
together  by  Marian  Krzaklewski, 

who  has  taken  up  the  mantle  of  the  old  Solidarity  move- 
ment. This  alliance,  composed  mainly  of  right  and  center- 
right  parties,  seems  to  be  dominated  by  trade-union  mem- 
bers. Opinion  polls  show  the  government  and  the  opposi- 
tion about  even,  widi  parliamentary  elections  to  be  held  in 
September.  Mr.  Krzaklewski,  who  would  be  in  line  for 
prime  minister  if  his  coalition  won  a  majority,  told  us  that 
American  investment  in  Poland  would  be  safe  and  very 
welcome.  His  goal  is  to  have  the  country  supported  by 
small  and  medium-size  enterprises  because,  in  his  words, 
"that  is  the  fiature  of  Poland."  But  some  people  fear  that  if 
trade-union  leadership  were  to  dominate  a  new  center- 
right  government,  the  favorable,  fi-ee-market  approach  to 
profits  would  change.  Still,  Mr.  Krzaklewski,  who  is  young 
and  charismatic,  might  be  strong  enough  to  rise  above  the 
various  groups  trying  to  tug  him  in  different  directions. 

Meanwhile,  the  government  is  vulnerable.  Overall 
unemployment  is  about  14%;  inflation  is  about  19% — 
much  too  high.  Inflation  has  been  kept  from  going  high- 


CWW  and  Solidarity's  Marian  Krzaklewski 

Conferring  on  Poland's  confusing  politics. 


er  by  Finance  Minister  Marek  Belka's  restrictive  mone- 
tary policies.  The  economy  is  quite  vibrant,  but  much  of 
this  is  sustained  by  the  banks'  liberal  lending  policies. 

Foreign  capital  is  still  pouring  in,  with  the  U.S.  leading 
at  $3  billion  in  1996.  But  there  is  still  too  much  holdover 
from  the  communist  legacy  of  centralized  control  of  the 
economy.  South  Korea's  Daewoo  group  has  committed 
$1.2  billion  to  Poland's  car  manufacturing,  adding  com- 
petition to  this  newly  growing  industry.  But  Poland 
needs  new  infrastructure  such  as  highways,  not  to  men- 
tion  energy  plants,  communica- 
tions networks,  schools,  etc. 

Privatization  is  proceeding,  but 
too  slowly,  with  the  unions  being 
the  major  roadblock.  Fearing  loss  of 
redundant  employment,  they  have 
slowed  die  process,  particularly  for 
large,  state-owned  companies.  Para- 
doxically, as  Poland's  elections  ap- 
proach, President  Aleksander  Kwas- 
niewski  is  moving  toward  more 
conservative  economic  policies — 
shades  of  President  Clinton  and 
Britain's  Prime  Minister  Tony  Blair. 
Poland  urgentiy  wants  to  join 
NATO  but  is  not  pleased  with  tiie  restrictions  Mr.  Clinton 
approveci  in  Helsinki  to  appease  Russia.  The  additional  two- 
year  delay  (fc)r  settling  "technical"  details)  after  NATO  ap- 
proves Poland's  entry  will,  ine\dtably,  dampen  endiusiasm. 
Old  communist  anti-NATO  sentiment  is  still  present  in  Po- 
land, albeit  in  a  minority.  Unfortunately,  Clinton's  appease- 
ment tactics  have  strengthened  this  group  at  the  expense  of 
those  wanting  closer  ties  to  the  West.  We  should  move 
aggressively  foi-ward  with  Poland's  fiall  admission  to  NATO. 

Parting  Thoughts 

Warsaw  has  many  reminders  of  its  historic  beauty,  in- 
cluding the  restored  Old  Town  district,  founcied  in  the 
late  13th  century,  and  the  handsome  reconstruction  of 
Belvedere  Palace,  a  jewel-like  building  in  Lazienki  Park. 

Regrettably,  our  excellent  ambassador,  Nicholas  Rey, 
is  leaving  in  a  few  months.  We  have  been  well  served  by 
his  skilled  professionalism  and  deep  understanding  of  the 
Polish  people  and  their  history.  Hi 
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Merrill  Lynch  offers  an  alternative  to  commissions. 
Introducing  a  unique  way  to  manage 
all  your  finances  for  one  annual  fee. 


No  Commissions 
on  Transactions 

For  a  wide  variety  of 
investments  including  Stocks, 
Bonds  and  Mutual  Funds. 
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No  Fees  for 
Account  Services 

Accounts  for 
everything  from  trading 
to  college  to  retirement. 


More  Assets  -  More  Benefits 
&  More  Transactions 


Cost  Savings 
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Mortgages  and 
Frust  Services. 


Advice  and 
Guidance 


of  a  Merrill  Lynch 
Financial  Consultant. 


Financial  Planning 

Highest  scoring  plan 
in  recent  comparative  study. ' 


And  your  fee  rate  decreases. 
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Research 


Rated  Fop  Equity  and 
Fixed-Income  Research  Feam 
by  Institutional  Investor. 


Merrill  Lynch  Financial  Advantage"  Service 

One  Comprehensive  Approach.  One  Annual  Fee. 


The  Merrill  Lynch  Financial  Advantage  Service 
oflers  you  a  wide  range  of  choices  to  help  you  manage 
your  finances.  It's  an  approach  with  a  broad  spectrum 
of  products  and  services  to  meet  your  individual  needs 
and  portfolio  size. 

And  with  the  introduction  of  this  innovative  ser- 
vice, Merrill  Lynch  is  the  first  firm  to  offer  such  a 
choice  of  either  traditional  fees  and  commissions  or  a 


relationship-based  fee — one  annual  price  based  on 
your  eligible  assets. 

You  finally  have  a  choice  in  how  you  compensate 
your  financial  professional  for  the  specific  products  and 
services  you  want  and  need. 

To  find  out  more,  call  your  local  Merrill  Lynch 
Financial  Consultant  or  the  number  below. 

The  difference  is  choice. 


Call  1-800-MERRILL,  ext.  FAS37 
The  difference  is  Merrill  Lynch. 


Merrill  Lynch 


A  tradition  of  trust. 


Certain  resrriaions  apply  to  the  r>'pcs  of  securities  to  be  purchased  and  the  services  provided,  some  of  which  are  no[  available  in  all  locations.  See  the  client  brochure  and  dient  agreement  for  further  details.  Certain  services,  such 
as  Merrill  Lynch  research  and  your  Financial  Consultants  advice  and  guidance,  arc  customarily  available  to  all  Merrill  Lynch  clients.  'This  1996  HayCiroup  comparative  study  was  commissioned  by  Merrill  Lynch  to  compare 
various  sample  financial  planning  reports  based  upon  objective  criteria  and  was  not  a  customer  sur\'ey.  The  above  summary  of  these  findings  was  prepared  by  Merrill  Lvnch. 
©1997  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Incorporated.  Member  SIPC.  Merrill  Lynch  Financial  Advantage  is  a  ser\-icc  mark  of  Merrill  Lvnch  &  Co..  Inc. 
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Confessions  of  a  chess  dad 


BY  PHILIP  E.  ROSS 


The  kids 
take  their 
defeats 
hard.  Their 
parents 
take  them 
harder. 


Chess  is  a  subculture,  like  rodeo  or  body- 
building, and  it,  too,  has  its  de  rigueur  events. 
For  this  lapsed  enthusiast,  recalled  to  the  game 
when  his  daughter  fell  in  love  with  it,  the  most 
dreaded  are  the  national 
school  championships. 
My  wife,  Jenny,  and  I 
had  managed  to  stay 
away  in  previous  years, 
but  now  that  our 
Laura,  at  8,  has 
become  the  nation's 
second-ranked  third- 
grader,  she  insists  on 
having  her  shot  at  the 
K-3  tide. 

Our  bad  luck,  she 
picked    a    year  in 
which  all  the  grade 
competitions,  from 
kindergarten  to  high 
school,  were  held  in 
one     place,  Knoxville, 
Term.,  the  last  weekenci  in  April.  Take  the 
4,300  entries,  add  in  the  anxious  parents  and 
coaches,  and  you  had  a  rib-cracking  crush  in 
the  playing  hall. 

The  kids  take  their  defeats  hard.  Their  par- 
ents take  them  harder.  Over  by  the  kinder- 
garten section,  the  organizers  have  to  barri- 
cade the  entry  to  keep  out  solicitous  adults. 

I  fight  the  temptation  to  obsess  over  Laura's 


game.  I  look  over  the  games  of  the  high  school 
masters  and  junior  high  experts,  and  most  of 
all,  I  try  to  observe  a  formidable  9-year-old 
who  is  heavily  favored  to  win  my  daughter's 
section.  He  polishes  off  his  opponents  while 
their  tight-lipped  parents 
hold  a  vigil  a  few  feet 
away. 

Round    after  round, 
Jenny  and  I  hold  our 
breath       until  Laura 
emerges,  smiling.  Wlien,  in 
the  sixth  round,  she  suffers 
defeat  at  the  hands  of  a  kid 
ranked  hundreds  of  rating 
points  below  her,  she  can't 
stifle  the  tears.  The  next  day 
she  regains  equanimity  with 
a  victory  that  earns  her  the 
seventh-place  trophy. 

For  every  winner,  there 
are  losers.   Her  opponent 
spends  his  last  hour  of  play 
staring  into  space  rather  than 
move  his  king  toward  certain  checkmate.  He  is 
crushed,  and  his  parents  struggle  to  hide  their 
disappointment. 

"Can  we  go  to  the  nationals  in  Peoria  next 
year.>"  Laura  asks.  Never  again,  we  groan. 
Next  day,  however,  we  reserve  a  hotel  room 
for  April  1998.  In  chess  you  learn  to  keep  your 
options  open. 


Kinder,  gentler  M.B.A.S 


BY  KERRYA.DOUN 


Students  will 
take  less  pay 
to  work  for  a 
socially 
responsible 
firm.  But 
what  does 
"socially 
responsible" 
mean? 


"Survey  shatters  big  salary  M.B.A.  stereo- 
type: M.B.A.  students  say  they  will  take  pay 
cuts  to  work  for  socially  responsible  firms," 
blared  the  headline  of  a  press  release  I  recent- 
ly received  from  a  group  called  Students  for 
Responsible  Business. 

Sounded  a  little  saccharine  to  me.  I  read  the 
fine  print.  Turns  out  just  a  hair  over  half  of  the 
2,100  respondents  said  they'd  take  a  lower 
salary  to  work  for  a  socially  responsible  com- 
pany— whatever  that  may  mean. 

Unpersuaded,  I  conducted  a  do-it-yourself 
survey,  unscientific,  but  probably  just  as  sound 


as  the  other  one.  I  polled  11  men  and  3 
women  at  a  handflil  of  top  business  schools 
across  the  country. 

To  my  surprise  nine,  or  64%,  of  the  students 
said,  yes,  they  would  take  a  lower  salary  to 
work  for  a  "socially  responsible"  company. 
Two  even  said  they'd  take  20%  less  pay.  "It's 
becoming  smarter  business  to  be  socially 
responsible,"  declared  one. 

But  now  the  rub.  When  I  asked  the  students 
to  define  a  socially  responsible  company,  the 
responses  were  all  over  die  map.  Only  two  of 
the  people  I  polled  said  they  would  work  for  a 


SURVEY  SHATTERS  BIG  SALARY  MBA  STEREOTYPE; 
MBA  STUDENTS  SAY  THEY  WILL  TAKE  PAY  CUTS 
TO  WORK  FOR  SOCIALLY  RESPONSIBLE  FIRMS 
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tobacco  company  but,  beyond  that,  defining 
"socially  responsible"  got  complicated. 

To  some  it  simply  meant  employers  match- 
ing employees'  contributions  to  charities.  To 
others  it  meant  encouraging  employees  to 
occasionally  perform  volunteer  work.  One  stu- 
dent thought  working  for  a  defense  company 


would  be  socially  irresponsible.  Another  said 
he  would  not  work  for  a  gaming  company.  A 
third  -would  not  work  for  a  company  whose 
executives  were  accused  of  making  racist 
remarks. 

I  guess  we  all  want  to  be  socially  responsi- 
ble. We  just  can't  agree  on  what  it  involves. 


Retailer's  curse 


Could  this 
be  a  company 
that's  pushing 
too  hard 
to  keep 
those  sales 
figures 
growing? 


Abol'T  two  years  ago  my  friend  Greg  D.  got 
as  a  gift:  from  his  then -girlfriend  a  snazzy  pair 
of  Ray-Ban  sunglasses.  He  wore  them  for 
about  a  year.  Then  he  grew  tired  of  them — as 
well  as  of  the  giver.  So  last  month  he  walked 
into  a  Sunglass  Hut  outlet  and  asked  to  return 
the  Ray-Bans. 

He  had  no  receipt.  He  wasn't  even  sure 
where  his  ex  had  bought  them.  And  Sunglass 
Hut  doesn't  carry  Greg's  Ray-Ban  model  any 
longer.  Still,  the  saleswoman  cheerhiUy  offered 
Greg  a  store  credit  for  $75.  Then  Greg 
checked  out  a  second  Sunglass  Hut  outlet,  just 
a  few  blocks  from  the  first.  This  time  the  sales- 
man offered  Greg  a  $140  store  credit.  Great. 


Greg  put  the  money  toward  a  brand-new  pair 
of  Giorgio  Armani  sunglasses.  Price:  $230. 

Greg  looks  great  in  his  new  Armanis.  But 
his  tale  mav  help  explain  Sunglass  Hut's  woes. 
In  fiscal  1996  (ended  Feb.  1,  1997),  despite 
increased  sales,  the  firm  lost  $225,000  on  rev- 
enue of  $530  million.  From  30  a  year  ago,  the 
stock  now  trades  at  a  recent  6>((. 

The  company  blames  its  troubles  on,  among 
other  things,  bad  weather,  weak  mall  traffic 
and  a  lack  of  hot  new  looks.  But  I  have  a 
strong  feeling  that  I  know  of  at  least  one  sale 
on  which  Sunglass  Hut  lost  money.  Could  this 
be  a  company  that  is  pushing  too  hard  to  keep 
those  sales  figures  growing.^  -N.M.  H 


THE  FORBES  INDEX 

EDIIBIBYSHUIM0  2.REIFMUI 


"Americans  are  fooling 
themselves  if  they  think  the 
Federal  Reserve  will  stand 
pat  on  short-term  interest 
rates  this  year,"  claims  Paul 
McCulley,  chief  economist  at 
UBS  Securities.  Real  gross 
domestic  product  grew  at  a 
5.6?^  (annualized)  rate  in  the 
first  quarter,  and  while 
McCulley  expects  1997's 
second-quarter  growth  will 
slow  to  3%,  he  thinks  the 
economy  will  be  so  strong 
that  the  federal  funds  rate 
will  be  raised  by  50  basis 
points,  to  6%,  by  September. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  installment  credit. 
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THE  MARKET 


The  bull  market  in  stocks 

has  bred  a  bull  market  in  fraud. 


Dotft  be  a  victim 


By  Gretchen  Morgenson 


William  McLucas, 
top  SEC  cop: 
"We're  up  to  our 
ears"  in  cases. 


Even  in  the  rip-roaring  bull  market,  stock 
prices  go  up  and  down.  Fraud,  however,  just 
goes  up  and  up. 

Because  bull  markets  tend  to  push  all  stock 
prices  up,  many  investment  frauds  remain  hid- 
den. Only  when  the  bull  turns  tail  do  these 
swindles  come  to  light. 

Bull  markets  just  make  people  more 
gullible.  They  are  more  likely  to  believe  in 
miracles.  Thus  Bre-X  Minerals,  where  even 
professional  investors  like  Fidelity  let  them- 
selves be  tricked  by  salted  ore.  Garden-vari- 
ety accounting  shenanigans  also  flourish — 
such  as  those  uncovered  recently  at  shoe 
manufacturer  Nine  West  Group  Inc.,  sub- 
prime  lender  Mercury  Finance  and  health- 
care computer  software  maker  Summit 
Medical  Systems. 

Nine  West  said  in  May  it  was  under  SEC 
investigation  for  how  it  recognized  revenues 
following  its  1995  acquisition  of  U.S.  Shoe 
Corp.;  its  stock  fell  7'/8,  to  ZV/i.  When 
Mercury  Finance  disclosed  that  "accounting 
irregularities"  had  grossly  overstated  its  prof- 
its in  recent  years,  its  shares  lost  80%  of  their 
value.  Shareholders  in  Summit  Medical  have 
seen  their  stock  slide  to  Tk  from  26'/: 
last  year. 

To    get    the    measure    of  the 
current  state  of  fraud,  FORBES 
chatted  with  William  McLucas, 
the    Securities    &  Exchange 


AFTER  BRE  X... 


THE  WINNERS 

•David  Walsh:  His  investors  lost 
their  shirts,  but  Bre-X's  founder 
and  chief  executive  made  at  least 
CS25  million  by  selling  Bre-X 
.stock  in  1996.  The  cash  is  stashed 
in  his  tax-exempt  homeland,  the 
Bahamas. 

•John  Felderhof:  Bre-X's  ex- 
chief  geologist  cashed  out  C$4() 
million  in  Bre-X  stock  last  sum- 
mer. He's  taken  up  residence  in 
the  Cayman  Islands,  w  hich  has  no 
extraciition  treat\'  with  Canada  or 
the  U.S.  How  convenient. 


•Graham  Farquharson:  Reclu- 
sive, shy  marathon  runner  and 
owner  of  Strathcona  Mineral  Ser- 
\ices,  the  tiny  Toronto  consulting 
firm  whose  independent  audit 
pronounced  Bre-X  a  sham.  Watch 
business  for  tliis  eight-employee 
tii  ni  boom.  "He's  almost  j  legend 
here  now,"  says  one  admirer. 
•Holh'M  ood:  A  Filipino  witli 
fourvwcs.  ;rd<>i  --ian  dictators; 
penny  stock  promoters;  fool's 
gold — finally,  a  sure  blockbuster. 
First  out  is  Alliance  Communica- 
tion, which  has  optioned  one  of 
the  foiu"  yet-to-be-wiitten  books 
on  Bre-X.  Publishers  include  Kev 


Porter  Books,  Penguin  Canada 
and  Random  House. 
•Entrepreneurs:  Among  the 
post-Bre-X  paraphernalia  being 
flogged  on  the  Internet  is  a 
CS28.65  Official  Bre-X  Crying  ' 
Towel  and  a  CS  16.99  black  base- 
ball cap  that  reads  ''Bre-X:  Salting 
Crew"'  in  gold  thread. 
•Short-sellers:  Short  positions 
on  Bre-X  were  5.5  million  shares 
at  the  end  of  April,  according  to 
the  TSE.  Oppenheimer  &  Co. 
Inc.,  for  one,  made  over  CSIO 
million  selling  Bre-X  short. 
•Invesco:  Dan  Leonard  sold 
700,000  shares,  or  50%,  of  his 


Strategic  Gold 
Fimd's  position  in 
Bre-X,  in  Januan,-,  for 
an  S8  million  profit. 
In  March  he 
proclaimed 
that  Bre-X 
"isn't  a  fi-aud.' 
Nevertheless, 
he  sold  off  the  bal- 
ance of  his  Bre-X  shares  and  lost 
more  than  S 1  million  just  before 
they  completely  crashed. 
•Memorabilia  Collectors:  If 
you're  one  of  the  luck\'  few  to  get 
your  hands  on  a  Bre-X  stock  cer- 
tificate, hold  on.  One  analyst  and 


42 


Forbes  ■  June  2,  1997 


Commission's  chief  of  enforcement. 

Forbes:  Is  more  fraud  occurring  in  the  markets 

today  than  in  recent  years? 

McLucas:  Yes.  Because  the  stock  market  is  where  the 
money  is. 

Look  at  the  last  five  or  six  years'  movement  of  money 
into  the  capital  markets.  We  now  have  some  $3.2  tril- 
lion invested  in  mutual  fiinds;  this  now  exceeds  the 
money  on  deposit  at  financial  institutions.  Because  of 
the  long-running  bull  market,  people  moved  their 
investments  and  savings  into  stocks.  They're  no  longer 
planning  retirement  with  certificates  of  deposit  or  other 
bank  instruments. 

With  so  much  liquidity,  the  possibility  of  people  mis- 
representing things  has  not  been  adequately  appreciat- 
ed. Not  every  investment  is  going  to  do  well.  Not 
everyone  selUng  an  investment  is  to  be  trusted. 
We  had  a  very  strong  stock  market  throughout 
most  of  the  Eighties,  but  today  feels  different. 
Why  is  that? 

During  the  Eighties  the  issues  rev^olved  around  acquisi- 
tions, mergers  and  management  control  of  a  company. 
Today  we  still  have  a  lot  of  mergers  and  acquisitions,  but 
the  valuations  and  stock  runups  have  less  to  do  with 
change  of  control  situations.  It's  more  to  do  with  investors 
betting  on  stocks  they  think  are  the  next  big  winner. 

The  market  has  carried  companies  even  of  dubious 
value  to  levels  beyond  any  sense  of  fundamental  reality. 
These  stocks  will  go  through  the  roof,  and  investors 
will  look  at  their  trading  value  rather  than  at  company 
fundamentals  like:  Who  are  the  people  running  the 
company,  where  do  they  come  from,  how  much  confi- 
dence should  you  put  in  their  claims?  These  are  the 
things  investors  should  be  asking. 

Another  dramatic  difference  today  is  the  Internet. 
This  technology  influences  how  the  market  works. 

For  instance,  Comparator  Systems,  [a  fraudulent 
company  shut  down  by  the  SEC  last  year]  had  a  y 
market  capitalization  of  $1  billion,  but  its  entire 
inventory  was  in  three  rented  lockers.  Much  of 
the  reason  for  the  stock's  rise  was  small  investors  ^ 
making  unsolicited  purchases  through  discount 


a  Bre-X  enthusiast,  bought  1,000 
Bre-X  shares  after  the  crash  at  9 
cents  a  share  just  for  the  certifi- 
cates. "It's  perfect  for 
framing — and  may  be  worth  a  lot 
of  money  one  day." 

THE  LOSERS 

•Robert  Friedland  (Forbes,  Feb. 
10):  His  Indochina  Goldfields 
Ltd.  bought  3  million  hectares  of 
land  near  Bre-X's  site  in 
Indonesia.  On  Apr.  16  he  was 
quoted  as  saying  about  Bre-X:  "I 
would  be  astonished  if  there  was 
not  a  significant  gold  deposit 
there."  His  stock  has  lost  a  third 


of  its  value. 
•J. P.  Morgan  &  Co.: 

Bre-X  financial  advisers 
are  looking  silly.  Last 
July,  when  Bre-X 
claimed  Busang  held 
47  million  ounces  of 
gold,  Morgan's  then- 
mimng  analyst  David 
Neuhaus  told  a  Canadian  newspa 
per:  "I'd  say  150  million 
ounces...." 

•Nesbitt  Burns  Inc.  and  its  star 
mine  analyst,  Egizio  Bianchini: 
Bre-X's  biggest  booster  has  been 
hit  with  a  lawsuit  alleging  negli- 
gence and  breach  of  fiduciary 


brokerage  houses  on  hot  Internet  tips.  There  may  have 
been  other  behavior  involving  manipulation,  but  much 
of  the  investment  in  that  [now  worthless]  company  was 
stimulated  by  the  Internet. 
What's  new  in  fraud? 

You  still  see  fraud  in  accounting,  insider  trading,  finan- 
cial statements  and  sales  practice  problems.  You  do  see 
a  change  in  the  nature  of  the  con,  the  hype  that  brings 
people  in.  Three  or  four  years  ago  it  was  prime  bank 
note  scams,  where  a  major  international  financial  insti- 
tution was  supposedly  backing  some  investment.  It  was 
all  a  fraud. 

The  pitch  always  depends  on  what  investors  are  most 
gulHble  about.  Now  it's  technology. 
What  is  the  sec  doing  to  check 
the  rise  of  fraud? 

We  have  seen  a  record  number  of  securities  registered, 
a  record  number  of  IPOs,  we  have  almost  900  foreign 
issuers.  We  have  ongoing  lots  of  insider  trading  investi- 
gations. We  are  doing  more  trading  suspensions  than 
we  have  in  years.  We  are  up  to  our  ears  running  down 
problems. 

How  can  investors  protect 
themselves  from  fraud? 

First,  never  buy  something  over  the  phone.  Ask  your- 
self: Who  is  the  broker?  What  is  he  selling? 

When  you  respond  to  someone  on  the  Internet,  you 
have  no  idea  who  or  what  it  is.  Why  do  some  people, 
sitting  at  home  in  their  dens  looking  at  the  Internet, 
invest  money  based  on  something  written  by  God 
knows  who,  saying  God  knows  what? 

The  best  analogy  to  what  some  investors  are  doing 
today  is  this:  If  someone  walked  up  to  you  in  the  park- 
ing lot  while  you  were  on  your  way  to  your  car  and 
asked  you  to  pull  out  your  checkbook  and  write  him 
out  a  $5,000  check,  would  you  do  it? 
Investors  do  it  all  the  time. 

Use  common  sense.  Ask  yourself:  If  this 
investment  is  so  enticing,  why  am  I  being 
selected    for    this    great  opportunity? 
Common  sense  is  your  best  protection 
against  fraud.  WM 


prestigious  tse  300  Index. 
•Canadian  Government 

Employees:  Caisse  de  depot  et 
placement  du  Quebec  (the 
biggest  public  sector  pension 
fiind  in  Canada)  lost  C$70  mil- 
lion; Ontario  Teachers  Pension 
Plan  lost  C$100  million;  Ontario 
Municipal  Employees  Retirement 
Board  lost  C$45  million. 
•David  Walsh:  To  escape  jail, 
Bre-X  founder  must  convince  the 
world  he's  a  moron,  not  a  crook. 
It's  the  I-had-no-idea-that-every- 
one-who-worked-for-me-was-a- 
thief  defense.  It  may  work. 

-Stephen  S.  Johnson 


duty.  Nesbitt's  parent 
company.  Bank 
of  Montreal,  is 
embarrassed. 
•SNC-Lavalin 
companies:  The 
engineering 
giant  that  veri- 
fied Bre-X's 
reser\'es.  It  is  alleged  that  it  never 
bothered  to  take  its  own  samples. 
Defendants  in  class-action  suits. 
•Toronto  Stock  Exchange: 
Bre-X  orders  brought  the  entire 
TSE  computer-aided  trading  sys- 
tem to  a  halt — twice.  Worse,  the 
exchange  added  Bre-X  to  its 
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PUBLISHING 


Sandra  Brown  could  have  stayed  a  kept  writer  of  romances, 
but  she  lusted  for  freedom.  Lust  won  out. 


Romancing  the  buck 


By  Dyan  Machan 


Bestselling  writer 
Sandra  Brown 
"I  had  to  play 
hardball.  My 
publisher  saw 
me  as  little  more 
than  a  sweet 
Southern  lady. 
Had  1  never  taken 
a  stand,  1  would 
still  be  writing 
only  romances." 


"Oh,  I  don't  read  those  trashy 
romance  novels!" 

"Well,  your  wife  tells  me  you 
should,"  Sandra  Brown  tells  men 
putting  down  her  earlier  romance 
books.  The  author  of  some  60 
novels.  Brown,  49,  has  a  barbed 
tongue  to  go  with  her  sweet  face.  "I 
never  apologize  for  what  I  wrote," 
she  says. 

She  doesn't  have  to.  With  28  best- 
sellers to  her  credit,  she  now  has  a 
$10  million-plus  contract  from 
Warner  Books  for  three  books. 

An  English  major  at  the  Universi- 
ty  of  Texas,  Brown  was  an  on-air  per- 
sonality' at  a  Dallas  TV  station.  Fired 
in  1979  and  bored  at  home  with  two 
small  children,  she  decided  to  try  her 
hand  at  what  she'd  always  wanted  to 
do:  fiction  writing.  "From  day  one,  it 
was  a  job,"  says  Brown.  "I  never 
wanted  people  to  say,  'Isn't  tliat  cute? 
She's  a  writer.'" 

Setting  up  her  electric  typewriter 


on  a  card  table  in  a  hallway  at  home, 
Brown  started  tapping  out  romances. 
The  first  novel  was  rejected  by  Har- 
lequin Enterprises  but  picked  up  by 
Dell  Publishing  in  1980.  She 
churned  out  titles  like  Temptation's 
Kiss  and  Sunset  Embrace.  Most 
romance  writers  at  the  time  were 

ROMANCE  THEN  AND  NOW 
Ten  years  ago 

•There  were  six  major  houses  publishing 
contemporary  category  romances:  Bantam,  Dell, 
Jove,  Harlequin,  New  American  Library  and 
Silhouette.  They  published  900  titles  a  year, 
with  average  writers  earning  up  to  $50,000 
a  book  •Retail  price  per  book:  SI. 50 
Today 

•There  are  three  major  houses:  Bantam, 
Harlequin  (which  now  owns  Silhouette) 
and  Kensington  •Publishing  800 
titles  a  year  'Average  writer 
earns  up  to  S40,000  a  book 
•Price  per  book:  S3. 50 

Source: 
Maria  Carvainis 
Agency,  Inc. 


British,  and  this  limited  their  appeal 
here,  but  American  readers  loved  her 
approachable  characters  set  on  Mis- 
sissippi plantations  instead  of  in  far- 
off  castles. 

The  major  houses — Harlequin, 
Bantam  Books  and  Dell — all  had 
contemporary  romance  lines,  with 
names  like  Ecstasy,  Loveswept  and 
Desire.  Brown  wrote  for  all  of  them, 
under  pseudonyms  like  Erin  St. 
Claire  and  Rachel  Ryan,  as  well  as 
under  her  own  name. 

By  1985,  the  peak  of  the  boom  in 
romances,  she  was  averaging  four  to 
five  a  vear,  each  a  top  seller,  earning 
$250,000  annually. 

Not  good  enough. 

She  felt  hemmed  in  by  the  limita- 
tions of  the  genre.  No  profanity 
allowed,  no  graphic  sex,  no  infidelity' 
or  interracial  romance,  just  200  pages 
of  formulaic  escapism,  with  a  melting 
embrace  on  the  last  page. 

There  were  financial  limitations. 
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Genre  switchers 


Sir  Arthur  Conan 
Doyle  Hated  Sherlock 
Holmes  so  much  he 
killed  him  off.  A  decade 
later,  with  no  bestsellers, 
Conan  Doyle  resurrect- 
ed his  detective,  keeping 
him  alive  another  20 


Stephen  King  Gave 
up  bloodsucking  crea- 
tures for  psychological 
suspense.  Spooked  by 
fewer  book  sales,  he 
ran  back  to  horror. 


Tony  Hillerman 

After  a  dozen 
detective  yarns 
set  on  Indian 
reservations,  he 
penned  an 
impenetrable 
yarn  about 
Vietnam  vets. 
Hillerman  is 
back  on  the 
reservation. 


Ray  Bradbury  Sci- 
ence fiction  creator 
Bradbury  decided 
he  wanted  to  write 
poetry.  Maya 
Aigelou  has  noth- 
int;  to  worr\'  about. 


too.  Romance  books  are  always 
paperbacks  with  a  set  shelf  life  of  four 
to  six  weeks  and  a  set  print  run  of 
around  100,000.  Paperback  royalties 
are  around  7%  of  retail  sales,  but 
hardcovers  pay  up  to  15%.  Movies 
follow  more  often  from  harcicovers 
than  from  paperbacks. 

Brown  yearned  to  pen  more  com- 
plicated plots,  to  have  a  shot  at  the 
bestseller  list  and  movie  rights.  She 
hired  an  agent  and  refused  to  write 
more  romances.  "Warner  was  terrified; 
Sancira  had  this  bedrock  following," 
says  Brown's  agent,  Maria  Carvainis. 

She  got  a  $300,000  advance  from 
Warner  for  Slow  Heat  in  Heaven^  Best 
Kept  Secrets  and  Mirror  Image.  Best 
Kept  Secrets  was  a  suspense  and  mys- 
tery novel  with  intense  love  scenes. 


i  Dean  Koontz  After 
g  two  decades  crank- 
S  ing  out  low-end 
°  horror,  Koontz 
I  broke  into  the  main- 
stream  and  is  a  regu- 
lar name  on  the 
bestseller  lists. 


ILL.  Stine 

Writer  of  scary 
stories  for  chil- 
dren, the  Goose- 
bmnps  scries,  he 
tried  his  hand  at 
adult  fiction. 
He's  back  giving 
kids  the  shivers. 


Mark  Twain  After  two 
decades  writing  warmly 
humorous  Americana, 
Twain  decided  he 
wanted  to  be  taken 
seriously.  Result:  Saint 
Joan,  a  dreadful  histori- 
cal tale,  which  has  been 
deservedly  out  of  print 
for  decades. 


But  Warner  was  taking  no  chances 
and  ran  the  standard  Brown  cover:  a 
muscle-bound  hero  nibbling  the  neck 
of  the  heroine.  "No  more  bosoms 
and  biceps  or  I'm  out  of  here,"  she 
told  Warner.  Warner  caved  in.  The 
cover  of  Mirror  hnage  features  two 
women  and  a  locket.  Three  weeks 
after  its  release  it  jumped  to  eighth 
on  the  l^ew  York  Times  bestseller  list. 

Besides  tlie  28  bestsellers,  she's  had 
a  TV  movie  starring  Susan  Lucci, 
which  is  based  on  her  book  French 
Silk.  Her  upcoming  book,  Fat  Tues- 
day, has  a  planned  print  run  of 
350,000  hardcovers. 

Writing  romances  was  like  good 
factory  work,  but  not  like  being  your 
own  boss.  "I'm  really  the  chief  exec- 
utive now,"  says  Brown.  H 


A  lot  of  preapproved  credit  card  offers 
are  coming  back  to  liaunt  the  issuers. 
Guess  whose  side  the  law  is  on? 


Debtors'  vision 


By  Janet  Novack 

Randa  Gay  McDaniel  was  deeply  in 
debt  and  earning  about  $20,000  a 
year  when  Bank  One  Columbus  noti- 
fied her  that  her  credit  card  line 
would  be  raised  to  $5,400.  Why  not 
use  it,  the  bank  urged,  to  "consoli- 
date other  credit  card  balances  or  to 
buy  a  holiday  gift." 

The  Plainview,  Tex.  woman  took 
$3,100,  using  part  to  pay  off 
another  loan.  Three  months 
later  she  filed  for  Chapter  7 
bankruptcy,  which  usually 
allows  a  debtor  to  walk  away 
from  all  unsecured  debts. 

In  an  Amarillo  court- 
room, Bank  One  asked  U.S. 
Bankruptcy  Judge  John 
Akard  to  hold  McDaniel  to 
the  $3,100  debt,  on  the 
grounds  that  she  took  the 
advances  fraudulently,  know- 
ing she  couldn't  repay. 

The  judge  ruled  for  the 
defendant,  saying  the  bank 
had  engaged  in  "commercial 


entrapment."  He  wiped  out  the  full 
$35,000  McDaniel  owed  on  12 
credit  cards. 

A  record  1.1  million  Americans 
filed  for  personal  banlo'uptcy  last  year, 
up  29%  from  1995.  So  far  this  year, 
filings  are  running  26%  higher.  Bank- 
rupts stuck  the  bankcard  issuers  for 
$8.1  billion  in  1996,  up  74%  from 
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Crowding  the  courthouse 


Consumer  bankruptcy  filings  per  year  (millions) 
1.6 


•1997  estimate  by  Visa  USA  Inc. 

Source:  Administrative  Office  of  the  U.  S.  Courts. 


Despite  a  strong  economy,  bankrupt- 
cies liave  been  climbing  steeply. 
Pro-debtor  bankruptcy  laws,  lawyer 
advertising,  changing  social  attitudes 
and  easy  credit  are  all  to  blame. 

1995.  Even  some  people  who  have 
never  been  late  on  their  payments  are 
turning  to  bankruptcy  court  and 
walking  away  from  their  debts. 

The  credit  card  industry  is  reaping 
the  bitter  harvest  from  the  easy-credit 
solicitations  it  sowed. 

From  1994  through  1996  the  card 
companies  mailed  7.5  billion  offers,  a 
majority  preapproved.  These  were 
based  on  credit  bureau  files  that 
include  a  prospect's  credit  use  and 


payment  history  but  not  income. 
Cardholders  who  paid  on  time  got 
unsolicited  credit  line  increases.- 

Cleveland's  James  Lippert  was 
fired  from  his  job  in  March  1995. 
But  with  13  credit  cards  he  was  able 
to  finance  a  $2,400  wedding  and 
make  card  payments  of  $57,400  by 
taking  cash  advances  on  other  credit 
cards.  Hounded  to  pay,  he  filed  for  a 
Chapter  7  bankruptcy.  Lippert  is  typ- 
ical: 70%  of  those  who  declare  bank- 
ruptcy use  Chapter  7  to  walk  away 
from  their  unsecured  debts. 

Observes  C.  Mark  Dadd,  chief 
economist  at  AT&T:  "There's  a  lot  of 
sophisticated  gaming  going  on."  But 
courts  are  faulting  card  companies  as 
well  as  the  games  players.  So  are 
politicians.  Senator  Charles  Grassley 
(R-Iowa),  who  chairs  a  subcommittee 
overseeing  bankruptcy  law,  says  card 
issuers  share  the  blame  with  a  "moral 
decline  in  America"  for  the  "bank- 
ruptcy crisis."  Says  Stephen  Brobeck, 
executive  director  of  the  Consumer 
Federation  of  America:  "It's  unseem- 
ly for  the  credit  card  issuers,  having 
largely  created  this  problem,  to  turn 
around  and  complain." 

With  our  populist  traditions  in  the 
U.S.,  lawmakers  have  peppered  the 
books  with  pro-debtor  legislation.  In 
1978  Congress  created  federal  ex- 
emptions (now  used  in  16  states)  that 
allow  a  Chapter  7  bankrupt  to  keep 
substantial  property  while  repudiat- 
ing his  unsecured  debts.  Under  these 
rules,  a  couple  can  keep  most  tax- 
qualified  retirement  accounts, 
$30,000  in  home  equity,  $27,400  in 
other  property  (such  as  cars,  jewelry 
and  household  goods)  and  $16,000 


Big  issuers,  bad  debts 


Card  issuer 


Charge-off  rate* 


First  Chicago  NBD 
First  Union 
Discover 
NationsBank 
Advanta 


7.40% 

7.28 

7.00 

6.90 

6.61 


AT&T 
Banc  One 

Citicorp  (U.S.  only) 
Capital  One 
Bani<  of  America 


6.50 
6.01 
5.91 
5.84 
5.69 


Chase 

American  Express 
First  USA 
Household  Finance 
IVIBNA 


5.66 
5.10 
5.01 
4.76 
3.75 


•Annualized  percent  of  average  card  balances 
charged  off  in  first  quarter  of  1997. 

Source:  Moody's  Irtvestors  Service,  Inc. 
from  publicly  available  data. 


in  accrued  value  in  life  insurance.  The 
National  Bankruptcy  Review  Com- 
mission will  make  recommendations 
to  Congress  in  October.  It's  consid- 
ering making  generous  federal 
exemptions  mandatory  for  all  states. 

Lawrence  Lindsey,  who  oversaw 
consumer  lending  issues  during  his 
five  years  on  the  Federal  Reserve 
Board  and  is  now  a  resident  scholar 
at  the  American  Enterprise  Institute, 
warns  that  bankruptcy  is  becoming 
more  respectable.  "The  only  thing 
that  stops  more  people  from  going 
into  bankruptcy  is  that  there  are  con- 
sequences," says  Lindsey. 

"One  consequence  used  to  be  that 
you  couldn't  get  credit  for  seven 
years.  Now  it's  more  like  two  years.  If 
there  are  no  consequences,  then  atti- 
tudes change.  People  are  smart."  H 


The  neural  net  is  watching 


Faced  with  mounting 
defaults,  credit  card 
companies  are  calling  on 
computer  technology  to 
help  them. 

Suppose  you  suddenly 
start  using  your  credit 
card  to  charge  grocery 
and  marriage-counseling 
bills.  You  still  pay  your 
bill  on  time,  but  only 
the  minimum  instead  of 


tiie  flill  balance. 

Based  on  this  changed 
pattern,  your  credit  card 
company  raises  your  inter- 
est rate,  denies  you  a  credit 
line  increase  or  reduces 
your  line. 

You've  been  snared  by 
one  of  the  credit  card 
industry's  new  neural  nets. 

In  September  San 
Diego,  Calif. -based  HNC 


Software  Inc.  released  a 
$150,000  softA\'are  pro- 
gram that  continually  scru^ 
tinizes  a  customer's  pur- 
chases for  signs  of 
suspicious  beha\ior. 

To  detect  the  sometimes 
intricate  patterns  that  may 
signal  trouble,  HNC  uses  a 
neural  net  that  can  test 
scores  of  variables  to  find 
relationships  traditional 


statistical  techniques  might 
not  uncover. 

Software  company 
Nestor,  Inc.,  of  Provi- 
dence, RL,  will  release 
a  competing  program 
this  month.  Meanwhile, 
Visa  is  building  its  own 
neural  net  to  track  pur- 
chases made  on  all  of  a 
consumer's  Visa  accounts. 
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When  the  tenant  replaced  the 
existing  four-story  building  with  the 
current  structure,  the  rent  jumped  to 
$20,000  in  gold.  Gold  was  then  $21 
an  ounce,  which  would  have  made 
the  rent  worth  roughly  950  ounces 
of  gold. 

Then,  in  1933,  Congress  outlawed 
gold  clauses,  and  the  rent  was  effec- 
tively frozen,  except  for  a  $3,000 
bump  in  1971  that  brought  the  rent 
to  $23,000.  Had  the  gold  clause 
remained  in  effect,  by  1996  that 
$23,000  would  have  become  about 
$460,000;  roughly  1,200  ounces  of 
gold  at  $377. 

American  Life  &  Casualty  Insur- 
ance assumed  the  lease  in  1990.  It 
got  143,812  square  feet  of  well- 
located  space  for  a  mere  16  cents  a 
square  foot  per  year.  Anne  Galbraith 
was  getting  a  pittance. 

Then  she  discovered  that  in  1977 
Congress  had  changed  the  law,  per- 
mitting enforcement  of  gold  clauses 
in  new  leases.  Pay  up,  she  told  the 
insurance  company.  No  way,  said 


How  a  couple  of  U.S.  senators  ripped 
off  an  innocent  landowner, 
enriching  a  big  insurance  company. 

Senators  for  sale 


By  Brigid  McMenamin 


uoMS  10** 


Colorado  Springs  heiress  Anne 
Trostel  Galbraith  owns  a  14-story  art 
deco  office  building  on  a  prime 
corner  in  downtown  Des  Moines, 
Iowa.  She  inherited  the  lot  on  which 
it  was  built  from  her  German  immi- 
grant grandfather,  John  Trostel. 
Grandpa  Trostel  leased  out  the  lot  in 
1917  for  99  years  at  $12,000  a  year. 
That  was  real  money,  close  to 
$200,000  in  today's  buying  power. 

As  was  customary,  Grandpa  Tros- 
tel protected  himself  against  inflation 
with  built-in  rent  increases.  More 
important,  the  lease  contained  a 

gold  clause.  The  rent  was  set  in 

gold/dollar  equivalents. 
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North  Carolina 
senators  Lauch 
Faircloth  (right) 
and  Jesse  Helms 
Lap  dancing 
for  generous 
lobbyists. 


the  amendment  passed.  But  lobbying 
records  show  Davis  was  acting  on 
behalf  of  a  Dallas-based  investment 
firm  named  Hampstead  Group. 
Hampstead  has  an  interest  in  a  Los 
Angeles  hotel  that  escaped  a  nearly 
$480,000  annual  rent  jump  because 
of  the  amendment. 

American  Life  was  quick  to  profit 
from  the  new  law.  After  the  8th  Cir- 
cuit court  ruled  for  Galbraith,  the 
company  appealed  the  decision 
through  Charles  Cooper,  45,  then  a 
partner  with  Shaw,  Pittman,  Potts  & 
Trowbridge,  a  250-lawyer  Washing- 
ton firm.  Shaw,  Pittman  specializes  in 
"legislative  counseling."  It,  too,  has 
contributed  to  the  campaign  chests  of 
Helms  and  Faircloth. 

Within  days  after  the  law  passed, 
greatly  strengthening  American 
Life's  appeal,  Conseco  Chairman 
Stephen  C.  Hilbert  announced  his 
company  was  acquiring  the  remain- 
ing 72%  of  American  Life.  Days 
later  Hilbert  blessed  the  Republi- 
can National  State  Elections  Com- 
mittee with  $100,000.  Conseco's 

What  about  folks  like  Gal- 
braith, who  don't  have  high- 
paid  lobbyists  looking  out 
fof  them?  ^Trankly,  I  didn't 
feel  too  sorry  for  her,"  says 
Faircloth  aide  James  Hyland. 


American  Life  to  her  demand  of 
$460,000  annually.  Invoking  the 
1977  law,  Galbraith  sued.  She  won  in 
the  8th  Circuit  Court  of  Appeals  last 
summer. 

American  Life  faced  a  huge 
increase  in  rent.  This  would  make  the 
company  less  attractive  to  Conseco, 
Inc.,  the  $27.4  billion  (assets) 
Carmel,  Ind. -based  insurance  giant 
that  had  acquired  38%  of  American 
Life  in  1994  and  was  looking  to  buy 
tlie  rest. 

Guess  what.^  Nordi  Carolina  sena- 
tors Jesse  Helms  and  Lauch  Fair- 
cloth, in  a  remarkable  burst  of  inter- 
est in  gold  clauses,  sponsoreti  a 
two-sentence  amendment  to  the 
Housing  Act  of  1996.  Buried  in  a 
mass  of  unrelated  corrections,  it  pro- 


vided that  gold  clauses  in  pre- 1977 
leases  can't  be  enforced  unless  both 
parties  agree.  The  provision  became 
part  of  a  voluminous  "Economic 
Growth"  bill  signed  into  law  last 
September. 

Galbraith  was  an  innocent  victim 
of  a  classic  Washington  lobby  ploy. 
What  was  Helms'  interest  in  gold 
clauses?  He  refused  to  answer  any 
questions  from  FORBES.  James 
Hyland,  an  aide  to  Senator  Fairclotli, 
says  the  senators  amended  the  law  at 
the  behest  of  Sinith  Da\as,  a  la\v)'er  at 
the  Washington,  D.C.  firm  of  Akin, 
Gump,  Strauss,  Hauer  &  Feld,  a  lob- 
bying powerhouse  and  big  contribu- 
tor to  Helms  and  Faircloth. 

Questioned  by  Forbes,  Davis 
refijsed  to  confirm  any  role  in  getting 


law  firm  made  two  $1,000  contri- 
butions to  Senator  Helms. 

Lawyer  Cooper  claims  that  he 
knows  nothing  about  the  remark- 
able coincidences  between  passage 
of  the  law  and  the  completion  of 
the  merger. 

But  now  things  were  going  Amer- 
ican Life's  way.  In  February  the  U.S. 
Supreme  Court  ruled  in  American 
Life's  favor,  citing  the  new  law.  The 
Court  remanded  the  case  to  the  8th 
Circuit,  which  will  have  no  choice 
but  to  reverse  its  earlier  decision. 

Conseco,  successor  to  American 
Life,  will  go  on  paying  property 
owner  Galbraith  just  $23,000  a  year. 
No  longer  needing  the  building, 
Conseco  will  sublease  it.  It  could  reap 
as  much  as  $1.6  million  a  vear.  H 
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Prosciutto  from  Parma.  Chianti  from 
Toscana.  Magnifica  from  Alitalia. 


Introducing  Magnifica  Class  from  Alitalia.  A  new  class 
of  service  that  encompasses  the  very  best  of  Italy.  The 
finest  foods  from  our  land  and  our  seas.  The  finest  wines 
from  our  vines.  The  warmth  and  care  of  a  people  who 
have  turned  living  into  an  art  form. 

Every  detail  in  Magnifica  is  first  class,  from  our  luxu- 
rious electronically  controlled  seats,  to  our  award-winning, 

Aliialia  panic  ipates  in  the  frequent  flier  programs  of  Continental  and  US  Airways.  Newark 


five-Star  meals,  presented  by  attendants  outfitted  exclusively 
by  Armani.  And  when  you  arrive,  a  driver  will  be  waiting 
to  whisk  you  to  your  final  destination  in  Rome  or  Milan. 

Best  of  all,  you  can  fly  Magnifica  to  Italy  for  the  price 
of  a  business  class  ticket.  For  more  information  on  this 
outstanding  new  service,  call  Alitalia  at  1-800-223-5730. 
MAGNIFICA  CLASS.THE  BEST  OF  ITALY.       ^^^X^ -  " 

lights  operated  in  par  tner.ship  with  Continental  Airlines  and  feature  BusinessFirst'""  service. 


/Ilitalia 


'l>)7  Mitalla 


Just  because 

you  buy  a  minivan 

doesn't  mean 

you  have  to 

lose  your 

identity. 

talented  and  humble  individual  that  you  are. 

The  Odyssey  still  does  the  kinds  of  things  tha 
regular  minivans  do.  Like  move  people.  And  things 
People  and  things.  But  it  accomplishes  these  feat; 
with  a  bit  of  personality  and  smarts. 

First,  it  doesn't  look  like  your  typical  mini\'an 
The  Odyssey  strikes  more  of  a  sleek,  sophisticatec 
silhouette  than  those  clunky-looking  "Momm\ 
Mobiles"  out  there.  In  fact,  given  its  streamlined 


Hello.''  Hello  out  there.''  It's  no  fun  being  lost  in 
the  crowd,  shuttling  along  with  a  herd  of  anonymous. 


unenlightened  mini- 


vans.  Which  has  much 


to  do  with  why  we've 


created  the  Odyssey.  A 


minivan  that  recognizes 


you  as  the  exceptionali^ 


savvy  spirited,  unique. 


This  is  gray. 
Gray  is  neither  black 
nor  white.  Neither 
here  nor  there.  Our 
advice?  Avoid  gray, 
both  in  your  life  and  in 
your  choice  of  minivan. 


;hape,  it  may  come  as  somewhat  of  a  surprise  tiiat  remarkable  agility. 


t  seats  up  to  seven  adults  comfortably.' 


Although  you 
may  have  been 

told  you  look 
like  someone  on 
a  sitcom,  there's 
only  one  of  you 

in  this  world. 
Something  that 

we,  and  the 
Odyssey,  respect. 


if  vou  wanted  the  daily  work- 


you  d  go  to  the  g\'m.) 


The  rear  seat  is  an 


Like  the  car  you're  driving  now,  the  Odyssey  has  engineering  wonder, 

bur  doors  for  easy  comings  and  goings.  (We  figured  It  folds  away  into  the 


floor  in  just  a  matter 


out  of  a  heavy  sliding  door,  of  seconds.  Allowing 


you  to  effortlessly  go 


When  you  step  into  the  from  bringing  home 


Few  can  agrt   w  luii 
milquetoast  really  looks 
like.  Its  meaning,  however, 
as  something  bland  or 
ineffectual,  is  not  up  for 
debate.  You  can  avoid  a 
milquetoast  existence 
through  independent 
thought,  assertive  action 
and /or  an  Odvssex. 


Odyssey,  you  don  t  feel  like  an  antique  dresser  to  taking  the  gang  out  to  dinner. 


you're  climbing  into  the  cab 


Why  settle  for  the  life  of  a  wallflower  when  you 


of  a  truck.  The  step-in  height  can  get  out  there  and  drive  something  v^ith  a  spirited 

is  low  to  the  ground.  Go  for  a  sense  of  self.^  Call  1-800-33-HONDA,  ext  156,  for  a 


-pin  and  you'll  find  handling  to  be  tight.  Starts  and  brochure.  Or  visit  us  at  www.honda.com. 


itops,  crisp.  On  the  whole,  it  conducts  itself  with 


The  Odyssey 


per  woman 
-  2.25 


(Bars  proportionate 
to  total  births) 


2.14 


Theoretical  replacement 
average  birthrate 


2.0 


.  1.92 


White  baby  boom  women's    —  2.00 
actual  average  '^'''^'^''^^^  ^^^^ 


There's  been  a  baby  dearth  in  the  nnore 
educated  parts  of  the  baby  boom  generation. 

The  educated 
mom  syndrome 


1-78  1.77 


By  Peter  Brimelow 

A  STRIKING  IF  UNSURPRISING  pattern:  Col- 
lege-educated women  have  been  having 
fewer  babies  than  their  high  school  class- 
mates who  dropped  out  and  perhaps  stayed 
back  in  the  old  hometown.  Our  chart  shows 
the  reproduction  record,  as  of  1995,  for 
white  American  women  born  between  1942 
and  1954 — years  that  contain  the  bulk  of 
the  baby  boom.  Overall,  these  women  had 
only  1.94  children  each.  That's  significant- 
ly below  the  2.1  children  considered  neces- 
sary, because  of  deaths  in  childhood,  to 
maintain  a  stable  population.  The  shortfall 
is  sharpest  among  above-average  IQ  women. 
The  best-educated  part  of  the  white  Amer- 
ican baby  boom  generation  isn't  reproduc- 
ing itself  (Among  black  baby  boomers  this 
tendency  is  even  stronger.) 

Despite  this,  average  IQ  test  scores  have 
been  rising  throughout  the  developed 
world.  But  this  may  not  be  as  cheering  as  it 
sounds.  University  of  Ulster  psychology 
professor  Richard  Lynn,  in  his  new  book 


Dysgmics:  Genetic  Deterioration  in  Modern 
Populations  (Praeger,  $59.95;  800-225- 
5800),  concludes  that  improved  nutrition 
has  more  than  compensated  for  the  dys- 
genic  forces  in  modern  society,  much  as  it 
has  also  increased  average  height. 

So  far,  that  is.  Lynn  believes  that,  ulti- 
mately, there  will  be  deterioration  in  average 
intelligence  if  reproduction  rates  remain  low 
among  educated  women.  Encouraging  note: 
High  IQ  baby  boom  women  have  staged  a 
modest  late-innings  rally.  In  the  same  sample 
13  years  ago,  women  with  iQs  above  130 
averaged  fewer  than  one  child  each. 

There  are  also  signs  that  female  work 
force  participation  has  stalled  (Forbes,  Jan. 
13)  and  that  the  marriage  rate  may  be  pick- 
ing up.  (Forbes,  Feb.  10).  If  this  trend  car- 
ries through.  Professor  Lynn's  worries  may 
prove  unfounded.  H 

Research:  Edwin  S.  Rubenstein, 
Right  Data  Associates. 


-  1.75 


-  1.50 


-  1.25 


-  1.00 


-  0.75 


-  0.50 


2.3%  13.6% 

1  1 

Proportion  of  mothers  falling  into  each  IQ  category 

34%                                          34%  ' 

1  1 

1  " 

1      13.6%  2.3 

M 

1  II 

1 

-  0.25 


0-70  71-85 


86-100 


Meclian=100 
Mothers'  IQs 


-  0.00 


52 


101-115  116-130  130+ 

Source:  Richard  Lynn,  Dysgenics:  Genetic  Deterioration  in  Modern  Populations. 
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What  does  it  take  to  become  a 
leading  global  energy  company? 


In  Chinese  the  word  is  wisdom.  We  know  because  we  recently  acquired  Consolidated  Electric  Power  Asia.  A  wise 
business  move  that's  made  us  the  largest  independent  power  producer  in  Asia.  And  that's  impressive  in  any  language. 

j  SOUTHERN^ 

:  COMPANY 

http://www.southernco.com  '  ,  Energy  to  Serve  Your  World] 

1996  Southern  Company  i 


Tony  Blair's  victory  isn't  likely 

to  slow  London's  challenge  to  New  York 

as  financial  capital  to  the  world. 

London  calling 


By  Howard  Banks 

Watch  our,  Nhw  York.  London  is 
gaining  on  you.  A  survey  by  interna- 
tional property  consultant  Chesterton 
Pic.  shows  that  ten  of  the  leading 
U.S.  financial  firms  in  London  are 
negotiating  leases  for  an  additional 
L4  million  square  feet  of  office  space 
for  occupancy  in  London  over  the 
next  two  to  three  years  (see  table). 
That  will  add  almost  two-thirds  to 
their  existing  space,  and  suggests  the 
addition  of 9,400  high-paying  jobs  in 
the  Cit)'  of  London  financial  district. 
This,  without  counting  Citicorp's 
move  to  consolidate  its  present  five 
locations  in  London  by  1999  into 
one  giant  600,000-square-foot  Euro- 
pean headquarters  on  London's 
Canar\'  Wharf 

The  Yanks  have  company.  With 
London's  dominance  as  the  interna- 
tional financial  center  growing 
stronger,  Deutsche  Bank  says  it  will 
center  its  trading  operations  in 
London.  Yamaichi  Securities  Co., 
one  of  Japan's  big  four  stockbroker- 
ages,  has  announced  plans  to  close 
offices  in  such  places  as  Paris  and 
Frankfurt  to  make  Loncfon  its  Euro- 
pean headquarters. 

Bankers  attract  lawyers.  London 
already  has  Europe's  highest  concen- 
tration of  U.S.  law  firms'  branch 
offices.  But  just  since  the  start  of  this 


controls  and  taxation  f)n  offshore 
operations  pushed  through  by  Mar- 
garet Thatcher  in  the  1980s.  After 
the  U.S.,  Britain  is  the  most  trans- 
parent country  in  terms  of  data  and 
laws,  particularly  contract  laws. 
"That's  why  1  am  headquartered  in 
London,  above  all  else,"  says  Pierre 
Rolin,  head  of  Credit  Suisse  Private 
Banking's  international  real  estate 
operation. 


Looking  across  London  toward  St  Paul's  and  the  proposed  Millennium  Tower  (artist's  rendition) 
Expansion  by  American  firms  will  fill  the  equivalent  of  four  new  towers  this  big. 


year,  U.S.  law  firms  hav  e  taken,  or  are 
negotiating  for,  a  76%  increase  in 
their  floor  space  in  London,  enough 
new  space  for  another  400  lawyers. 
Piggybacking  on  that,  legal  publisher 
West  Law,  recently  taken  over  by  the 
Thomson  Corp.,  is  expanding  and 
centering  its  European  operations  in 
London. 

Why  London.^  Lots  of  reasons. 
The  most  important  reason  is  the  lib- 
eralization of  regulations,  exchange 


The  Yankees  are  coming! 

Company 

Space  (square  feet) 

Increase 

today's 

added 

(%) 

Andersen  Consulting 

200,000 

100.000 

50% 

Cantor  Fitzgerald 

30,000 

36,000 

120 

CSFB 

547,000 

250,000 

46 

Donaldson  Lufkin  &  Jenrette 

40,000 

145,000 

360 

Fidelity  Investments 

21,600 

78,400 

362 

Goldman  Sachs 

362,000 

300,000 

83 

JP  Morgan 

485,500 

100,000 

21 

MBNA 

30,000 

Merrill  Lynch 

483,000 

300,000 

62 

Towers  Perrin 

40,000 

80,000 

200 

Source:  Chesterton  Pic. 

Ten  of  the  leading 
American  financial 
companies  in  London 
are  negotiating  to 
boost  their  office 
space  by  almost  two- 
thirds  over  the  next 
two  to  three  years. 


Other  attractions:  The  telephone 
system  actually  works;  more  airlines 
serve  more  places  from  Heathrow 
and  Gatwick  airports  than  from  any- 
where else  in  Europe;  the  cuisine 
now  rivals  Paris';  and  everybody — 
including  the  Japanese  and  French — 
speaks  Enghsh. 

Could  the  new  Labour  Prime  Min- 
ister Tony  Blair  spoil  the  part}'.' 
Having  moved  to  the  right  during  the 
election,  could  he  move  back  to  the 
left  once  in  power.^  Most  unlikely. 
Savoring  Labour's  landslide  victory, 
Blair  is  likely  to  announce  in  July 
higher -taxes  on  dividends  and  corpo- 
rate profits,  and  higher  taxes  to  be 
paid  by  foreigners  living  in  the  U.K. 
But  the  handwriting  is  on  the  wall: 
Blair  and  his  friends  know  that  the 
voters  want  jobs  and  low  inflation,  and 
the  only  way  to  get  both  is  by  keeping 
taxes  down  and  regulation  light.  One 
doesn't  want  all  those  foreign  bankers 
pulling  up  stakes  and  moving  else- 
where, does  one,  Tony?  H 
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There's 
NO  imajje 
we  can' 
improve 


PAGEWORKS  6L 


FAGFWORKS  oc 


No  rriAtter  what  kind  of  image  you  have,  chances  are  a  little  improvement  couldn't 
hurt.  To  that  end,  Minolta  introduces  PageWorks™  a  revolutionary  line  of  laser  printers 
for  business.  Printers  that  consistently  perform  better  than  the  competition. 

Consider,  for  example,  Minolta's  Color  PageWorks.  It's  one  of  the  most  affordable  true 
600dpi  (dots  per  inch)  color  laser  printers  available  today.  Finally,  you  can  afford  to  add  the 
impact  of  color  to  the  documents  you  print  every  day.  And  with  a  monochrome  printing 
speed  of  12ppm  (pages  per  minute),  it  may  be  the  only  printer  your  business  ever  needs. 

In  addition  to  our  remarkable  color  printer,  there's  a  full  line  of 
Minolta  monochrome  laser  printers  featuring  speeds  from  6ppm  to 


■  '^  d  20ppm,  advanced  networking  capabilities,  and  paper  capacities  up 

PAGEWORKS  12  -  ^. 

to  1250  sheets.  Each  is  designed  for  maximum  output  quality  and 


COLOR  PAGtVVORKS 


throughput  speed  in  a  high-volume  office  environment,  yet 
priced  for  a  minimal  budget. 
PAGEWORKS  20  For  over  10  years,  Minolta  has  been  one  of  the  world's  largest 

manufacturers  of  laser  printer  engines.  That  field-proven  reliability 
allows  us  to  offer  a  new  line  of  laser  printers  of  unparalleled  quality  and  value, 
^ii^^ .  For  more  information,  visit  our  Web  site  at  www.minoltaprinters.com/fbsl,  or 

call  1-888-2MINOLTA,  ext.  29,  and  we'll  send  you  a  free  CD-ROM  so  you  can  see 
for  yourself  what  we  can  do  for  your  image. 


COLOR.  PAGEWORK.S 


Jules  Kroll  has  sold  his  famous  snooping  business. 
Or  has  he? 

ApHl  fool.^ 


By  Lisa  Gubernick 


Jules  Kroll 
Will  April  1  prove 
to  be  auspicious? 


On  Apr.  1  gumshoe-to-the-powcr- 
fnl  Jules  Kroll  announced  that  his 
Manhattan-based  snooping  compa- 
ny would  be  acquired  by  Equifax 
Insurance  Services  Group.  Kroll  and 
his  colleagues  stand  to  pocket  as 
much  as  $100  million  if  the  deal 
goes  through — $70  million  up 
front,  $30  million  to  be  paid  out 
over  three  vears. 


The  Apr.  1  announcement  date 
turns  out  to  be  auspicious — or  per- 
haps suspicious — with  the  joke  on 
Equifax,  a  $1.8  billion  Adanta-based 
specialist  in  supplying  consumer 
credit  information.  Since  the 
announcement  six  longtime  Kroll 
associates  have  resigneci.  On  top  of 
that  list:  longtime  Kroll  president 
and  former  New  York  City  Police 


I  Commissioner  Robert 
o  McGuire.  Kroll  is  trying  to 
S  persuade  McGuire  to  stay  on 
§  part  time;  even  so,  it's  looking 
z  like  a  case  of  some  of  the  best 
assets  going  down  in  the  ele- 
vator at  night  and  not  return- 
ing the  next  day. 

Sources  tell  Forbes  that  last 
year  the  deserters  brought  in 
over  $5  million  of  the  firm's 
$40  million-plus  in  U.S.  rev- 
enues. Kroll  sells  its  services 
to  large  corporations  like 
Avon  and  Wrigley,  and  presti- 
gious law  firms  like  Cravath, 
Swaine  and  Moore. 

The  big  winner  is  Coopers 
&  Lybrand,  which  hired  four 
of  the  six.  No  surprise  there. 
Coopers  was  reported  to  be 
thinking  of  buying  Kroll  at 
the  beginning  of  the  year,  but 
backed  off 

Some  of  the  defectors  went 
for  more  money,  but  others 
left  because  they  feared 
Equifax  would  change  the 
nature  of  the  business. 
Equifax,  after  all,  is  dealing  in 
information  as  a  mass 
commodity. 

Will  Equifax  now  back  out.* 
It  wouldn't  be  the  first  Kroll 
deal  to  tall  through.  In  1991 
Jules  Kroll  announced  that  he 
would  merge  the  firm  with 
Nashville-based  Business  Risk 
International,  a  large  inves- 
tigative outfit.  The  deal  never  hap- 
pened.  Business  Risk  has  since 
merged  with  Pinkerton's. 

What  saith  Kroll.'  "This  is  not  a 
blip.  This  does  not  affect  our  busi- 
ness one  bit,"  insists  Chief  Operat- 
ing Officer  Michael  Cherkasky.  We'll 
see.  According  to  Equifax  insiders, 
the  deal  won't  be  signed  until  mid- 
summer. Hi 
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the 


A  Four  Seasons  •  Regent  Hotel 


<>i  luiiately,  you're  at  The  Rej^eiit.  So  take  a  deep  breath,  slowly  let  it  out,  and  then  let  us  take  care  of  the  luggai^e  while  you 
//.'!■  care  of  your  business.  You'll  feel  better  kiiou'iin;  that  our  express  laundry  aud  dry-cleauiu^  service  can  i^ive  the  clothes  on 
<iir  back  a  new  lease  on  life,  .'iud  you'll  reia.x  kuowin^^  it's  all  in  ijdcx/  hands.  The  Rei^eut.  Where  our  standards  meet  yours. 

ANCiKOK.  BEVERLY  HILLS.  CHIANC;  MAI.  HONC;  KONG.  JAKARTA.  KUALA  LUMl'UR.  SINGAPORE.  SYDNEY.  TAIPEI. 

FOUR  SEASONS  ♦  REGENT.  DEFINING  THE  ART  OF  SERVICE  AT  40  HOTELS  IN  19  COUNTRIES. 

)  A  S  S  A  G  E  S"»] 

,..,.«K.,.,.n  «.u„,..,.u«ii  ™..»,...»u,ES  ii'ti'ii'.rili.coii' 


Zoltek  is  one  hot  growth  company.  But  why  did 
it  push  the  envelope  on  quarterly  earnings? 

A  penny  here, 
a  penny  there 


By  Gretchen  Morgenson 

Thhrk's  nothing  glamorous  about 
St.  Louis-based  Zoltek  Cos.'  busi- 
ness: It  manufactures  carbon  fiber 
composites  used  in  commercial  air- 
plane brakes,  air-bag  propellants  and 
automotive  driveshafts.  But  this  is 
one  hot  outfit.  It  made  $6.2  million 
on  revenues  of  $69  million  in  fiscal 
1996,  up  from  $2  million  on  sales  of 
$12.7  million  the  year  before. 

A  public  company  for  only  the  past 
four  years,  Zoltek's  shares  have 
zoomed  from  a  split-adjusted  $1.63 
in  1994  to  a  high  of  $47.25  last  year. 
Though  the  stock  has  settled  back  to 
the  low  30s  recently,  its  price/earn- 
ings ratio  remains  an  astonishing  71. 
That's  more  than  double  the  ratios  of 


most  of  its  publicly  traded  peers. 
Zoltek's  market  capitalization  is  $519 
million,  almost  eight  times  revenues. 

Zoltek's  astounding  numbers  have 
won  it  lots  of  admirers — hotshot 
money  and  mutual  fund  managers — 
like  Louis  Navellier,  Nicholas-Apple- 
gate  and  Pilgrim  Baxter  Associates,  die 
force  behind  pbhg  fimds.  Merrill 
Lynch,  comanager  of  Zoltek's  2 -mil- 
lion-share offering  last  fall,  believes  the 
company  will  earn  66  cents  a  share  in 
1997,  up  from  45  cents  in  1996. 

All  these  folks  seem  to  believe  that 
Zoltek  will  dcli\'er  on  its  goal  to  be  the 
low-cost  producer  in  carbon  fiber 
manufacturing.  No  small  feat;  its  com- 
petitors include  Dutch  giant  Akzo 


Nobel  and  Britain's  R.K.  Carbon. 

Here's  where  it  stands  now.  Zoltek 
currently  produces  3.5  million  pounds 
of  carbon  fibers  a  year,  14%  of  the 
world's  market.  The  company  sells  its 
fiber  for  $8  a  pound  and  aims  to 
reduce  this  to  $5  by  2000.  "We  are 
revolutionizing  the  fiber  industry," 
gushes  Daniel  Greenwell,  chief  finan- 
cial officer.  To  be  sure,  in  each  of  the 
past  three  quarters,  for  example, 
Zoltek  has  at  least  doubled  its  num- 
bers. The  company  announced  that 
quarterly  earnings  for  the  March  1997 
period  were  19  cents  a  share,  versus  9 
cents  in  the  previous  year-end  quarter. 

Who's  behind  this  apparent  mira- 
cle? Hungarian  emigre  and  founder 
Zsolt  Rumy,  now  a  prominent  figure 
in  St.  Louis.  Zoltek  raised  more  than 
$95  million  last  fiscal  year  in  two  sec- 
ondary stock  offerings. 

Zoltek's  growtli  is  being  fijeled  by  a 
1996  acquisition  of  a  plant  in  Hun- 
gary; it  generated  70%  of  Zoltek's  sales 
increase.  But  a  couple  of  small  things 
bother  us.  In  1996  Rumy  sold 
200,000  (split  adjusted)  of  his  Zoltek 
shares,  about  half  near  the  peak  of  $46 
{see  chart). 

A  big  player  in  Zoltek  is  Cabot 
Money  Management,  the  outfit 
behind  the  Cabot  Market  Letter.  Lest 


Zoltek's  stock  price  (through  May  9) 


(Ratio  scale) 


Jan 


Feb 


Volume 

(millions) 


28,000 
shares 


ZR  sells 
72,000 
shares 

ZR  sells 
40,000 
shares 

Zsolt  Rumy 
sells 
60,000 
shares 

M3r  :   Apr  :  May 


1996  - 

June  :  July 


Hotshot  stock 


At  71  times  earnings  and  7.5  times  sales, 
\  Zoltek  is  a  momentum  favorite.  One  small  slip, 
I  however,  and  those  buyers  will  foe  gone. 

Chairman  Zsolt  Rumy  has  already  been  a  seller. 


Aug  ;  Sept  ;   Oct  ;  Nov  ;  Dec  ;  Jan   ;  Feb 


1997 

Mar  : 


Apr 


Source.  Telmet  Orion. 
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THE  LIMOUSINE  OF  UTILITY  VEHICLES. 

(FORTHE  STRETCH  VERSION,  SEE  OUR  SUBURBAN.) 


Till,  178  cuLic  ieet  of  interior  room, 
tke  four-door  CMC  Yuko  n  IS  remi- 
niscent of  a  limousine.  Yukon  owners 
revel  in  sopkisticated  amenities.  Tkey 
can  also  carry  up  to  six  people  comfort- 
akly,  leaving  room  for  over  66  cukic 


feet  of  cargo  in  kack,  tke  most 
of  any  fullsize  sport  uti  lity.* 

A  STAR  WITH  ITS 

OWNERS.  j.D.  Power 
and  Associates  kas  also 
ranked  Yu kon  tke  most 
appealing  fullsize  sport 


utility.**  Wken  owners  in  tke  same 
class  were  asked  to  rate  tkeir  vekicles 
on  over  100  attrikutes,  Yukon  emerged 

witk  top  killing.  A  POWERFUL 
PERFORMANCE.  Witk  its  stand- 

ard  255  kp  engine,  tke  Yukon  leads 
tke  full  size  class  in  korsepower.*  And  safety  matters,  so 
every  Yukon  comes  witk  standard  dual  air  kags.^ 
Yet  tke  Yukon  still  differs  from  a 
limo  in  an  important  way:  in  a 
Yukon,  tke  kest  seat  is  tke  f  ront 
one.  Visit  www.yukon.gmc.com 
or  call  toll-  free  at  1 -888-4A-YUKON 


Yukon 


COM  FORTABLY 
IN  COMMAND' 


you  forget,  Cabot  was  the  touter  of 
Presstek,  Centennial  Technologies, 
MRV  Communications  and  other 
former  highfliers. 

There  are,  moreover,  some  suspi- 
cious things  in  Zoltek's  reports.  Sales 
and  shipping  documents  indicate  the 
company  has  had  a  tendency  to  book 
sales  at  the  very  end  of  the  quarter, 
before  the  merchandise  is  delivered. 

To  book  revenues  even  one  day 
earlier  than  shipping  is 
an  improper  practice 
known  in  accounting 
circles  as  premature 
revenue  recognition. 
"The    rule    is,  you 
don't  book  revenues 
until  risk  is  transferred 
from  the  seller  to  the 
buyer,"  says  Howard  ^^^M 
Schilit,  adjunct  pro- 
fessor of  accounting  at  American 
University. 

Much  of  the  time  Zoltek  appears 
to  follow  the  rule.  But  in  four  quar- 
ters— December  1994,  March,  June 
and  December  1995 — Zoltek  record- 
ed sales  of  goods  that  were  shipped 
the  following  quarter.  The  amounts 
vary  from  quarter  to  quarter.  For  the 
March  1995  period,  Zoltek  took 
$165,484  in  revenues  on  an  order 
from  B.F.  Goodrich  that  actually 
shipped  Apr.  5 . 

These  numbers  may  sound  like 
small  change.  The  gross  profit  on  the 
sale  to  Goodrich— $5 1,000— 
accounted  for  just  4%  of  Zoltek's 
total  gross  profits  during  that  quarter. 

Orders  shipped  in  the  September 
1995  quarter,  but  taken  as  revenues 
the  previous  June,  totaled  8.5%  of 
sales.  Profits  on  those  sales  were  6% 
of  the  company's  gross  earnings. 

Smallish  numbers,  but  the  princi- 
ple is  important:  Why  has  Zoltek 
strained  so  hard  to  show  big  earnings 
gains?  In  all,  the  shifts  have  addeci 
approximately  one  penny  to  Zoltek's 
quarterly  earnings  in  the  four  quar- 
ters Forbes  studied.  Even  if  it  is  only 
a  penny,  it's  clearly  improper. 

Zoltek's  chairman,  Zsolt  Rumy, 
says:  "There  was  never  an  attempt,  or 
shifting  of  sales.  There  may  have  been 
a  couple  of  situations  where  a  truck 
driver  didn't  sign  on  the  right  date, 
but  it  was  insignificant." 

Even   if  in   Zoltek's  case  this 
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Documents  indicate 
Zoltek  booking 
sales  at  quarter-end, 
before  the  goods 
are  shipped. 


number-pushing  turns  out  to  be 
innocent,  premature  revenue  recog- 
nition is  a  big  problem  among  public 
companies,  says  George  Diacont, 
chief  accountant  at  the  Securities  & 
Exchange  Commission's  enforcement 
division.  He  says  that  30%  to  40%  of 
his  cases  every  year  involve  revenue 
recognition  problems,  and  premature 
recognition  encompasses  a  fair 
number  of  those. 

Why  this  epidemic 
of  padding?  "One 
reason,"  says  Diacont, 
"is  we've  got  a  boom- 
ing stock  market  that 
is  very  sensitive  to 
earnings.  There's  a  lot 
of  incentive  there." 

Fudging  sales  num- 
bers is  easy  to  do  at 
quarter-end  but  hard- 
er at  year-end.  That's  because  quar- 
terly numbers  are  not  usually  audited 
by  a  company's  accountants;  year-end 
numbers  are. 

Are  the  sharp  practices  continuing 
at  Zoltek?  Very  hard  to  tell,  but 
Chief  Financial  Officer  Greenwell  is 
the  third  person  to  hold  that  title  at 
Zoltek  in  just  the  past  16  months. 
Coincidence,  maybe,  but  it's  hardly 
reassuring. 

The  last  fellow  in  the  job,  William 
Downey,  stayed  eight  months. 
Downey  did  not  respond  to  phone 
calls  for  comment.  The  chief  financial 
officer  before  Downey  was  Cheryl 
Renne.  She  left  Zoltek  in  February 
1996  and  sold  34,000  shares. 

In  September  1996  the  SEC  asked 
Zoltek  for  trading  records  of  its 
shares.  The  company  says  the  request 
was  part  of  the  commission's  investi- 
gation into  volatile  Nasdaq  stocks 
and  it  hasn't  heard  from  the  commis- 
sion since.  The  sec,  as  is  its  practice, 
neither  confirms  nor  denies  that  it  is 
investigating  Zoltek. 

Zoltek  is  clearly  a  growth  compa- 
ny. But  why  has  it  pushed  the 
accounting  envelope?  "The  company 
lawyer  may  say,  'What's  the  harm?'  " 
says  the  SEC's  Diacont.  "'At  most,  it's 
booked  in  the  wrong  quarter;  what 
are  you  concerned  about?' 

"And  1  say,  'Financial  statements 
are  what  investors  rely  on  to  make 
buy  and  sell  decisions.  They  have  to 
be  accurate.'  "  H 


Louis  Rich* Turkey  Bacon  gives 
you  great  taste,  but  less  than 
half  the  fat.  So  even  if  you  hate 
getting  up  in  the  morning,  you'll 
enjoy  getting  up  for  this. 
(And  you  thought  you  couldn't 
have  bacon  anymore.) 

•  Louis  Rich"  Turkey  Bacon 

•  Whole  Grain  or  Honey  Bagel 

•  Scrambled  Eggs  with  Onion, 
Garlic  and  Chill  Powder 

•  Ricotta  Cheese  Sprinkled  with 
Cilantro  and  Green  Pepper 

•  Tomato  Slices 

•  Avocado  Slices  (optional) 

That's  just  one  way  Marty  uses. 
Louis  Richf  Of  course,  what  you 
do  with  your  sandwich  is  up 
to  you.  A  little  imagination  can 
go  a  long  way.  So  see  where 
Louis  Rich'can  help  take  you. 

©  1997  Louis  Rich  Coinpany 


Weasel  word  on 
immigfation 


BY  THOMAS  SOWELt 


Dr.  Thomas  Sowell  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


Nkw  York's  mayor,  Rudolph  Giuliani,  helped 
launch  yet  another  special-interest  organization. 
This  one  is  called  the  Immigrant  Coalition.  Like 
so  many  such  organizations  today,  its  purpose  is 
described  not  as  trying  to  persuade  others  of  the 
merits  of  its  position  but  as  "educating  the 
public."  Apparently  only  the  ignorant  can  possi- 
bly disagree  with  them. 

There  are  many  arguments  that  can  be  made 
for  and  against  immigration  in  general  and  our 
current  immigi'ation  laws  and  policies  in  particu- 
lar. However,  many  of  the  pro-immigration 
spokesmen  do  not  depend  on  arguments  at  all 
but  on  lofty  talk  about  "educating"  others,  eva- 
si\'e  talk  about  "undocumented"  immigrants, 
nostalgic  talk  about  immigration  in  a  past  era  rad- 
ically different  from  today  and  politically  correct 
talk  about  "diversity" — a  word  more  designed  to 
silence  others  than  to  convince  them. 

For  anyone  who  respects  logic  and  honesty, 
it  is  virtually  impossible  to  talk  about  immigra- 
tion in  general  because  there  is  no  such  thing 
as  an  immigrant  in  general.  Some  immi- 
grants— past  and  present — have  brought  price- 
less gifts  to  this  country,  while  others  have 
brought  crime,  disease  and  degeneracy.  Not 
only  do  individual  immigrants  differ,  so  do 
whole  groups  from  various  parts  of  the  world. 
Given  the  enormously  different  geographic, 
cultural  and  historical  backgrounds  from 
which  they  come,  it  could  hardly  be  otherwise. 

Yet  any  thought  that  the  United  States  should 
more  readily  accept  immigrants  from  nations 
whose  track  record  is  good  than  from  nations 
whose  track  record  is  bad  sets  off  howis  of 
protest  and  charges  of  racism.  More  important, 
this  moral  intimidation  shuts  off  discussion. 

Mayor  Giuliani  laments  that  proposed  fed- 
eral legislation  would  not  allow  local  govern- 
ments to  "provide  a  zone  of  protection  for 
undocumented  immigrants."  What  specifically 
does  this  collection  of  w-easel  words  mean? 
Protection  from  what.' 

Protection  from  federal  law. 

Under  proposed  new  federal  legislation, 
local  governments  could  no  longer  pass  laws 
forcing  local  officials  to  conceal  the  presence 
of  illegal  immigrants  from  the  federal  govern- 
ment. The  ver}'  fact  that  we  can  no  longer  use 
the  plain  words  "illegal  immigrants"  shows 


how  far  the  moral  intimidation  has  gone. 

It  is  bad  enougli  for  individual  citizens  to 
obstruct  the  application  of  immigration  laws  to 
people  who  arc  here  illegally.  It  is  staggering  that 
there  shouki  be  local  laws  deliberately  set  up  to 
conceal  people  who  are  breaking  federal  laws. 

Giuliani,  like  many  other  pro-immigration 
spokesmen,  sidesteps  this  outrageous  legal  situ- 
ation to  argue  that,  on  net  balance,  it  is  better 
not  to  pursue  illegal  immigrants  too  zealously 
or  to  restrict  their  benefits  too  severely,  for  fear 
of  social  repercussions.  Whatever  the  merits  of 
that  policy  position,  it  is  a  position  that  should 
be  argued  before  the  federal  law-makers. 

We  cannot  have  local  governments  passing 
laws  exempting  people  from  those  federal  laws 
that  they  don't  happen  to  like  or  making  it  a 
crime  for  local  officials  to  obey  federal  law. 
This  is  so  blatandy  obvious  that  nothing  like 
this  is  even  attempted  on  other  issues. 

Underlying  such  practices  and  rhetoric  is  the 
notion  that  it  is  somehow  wrong  to  stop  people 
from  coming  to  the  United  States.  Those  who 
adopt  a  "citizen  of  the  world"  air  and  lament 
the  existence  of  national  borders  may  enjoy  a 
glow  of  self- righteousness  but  immigration  is  a 
virtually  irreversible  decision — and  it  is  receiv- 
ing nothing  like  the  kind  of  careflil  scrutiny  that 
irreversible  decisions  deserve. 

That  we  can  no  longer  use  ^^illegal 
immigrants''  shows  how  far  the 
moral  intimidation  has  gone. 


A  nation  and  a  people  is  more  than  simply 
the  sum  total  of  the  individuals  who  happen 
to  live  within  its  borders.  For  a  multi-ethnic 
society^  like  the  United  States,  especially,  it  is  a 
population  which  shares  certain  cultural  tradi- 
tions and  moral  values.  Protecting  those  tradi- 
tions and  values  means  limiting  how  many 
people  can  enter,  under  what  conditions  and 
with  what  commitment  to  becoming  Ameri- 
can rather  than  remaining  foreign. 

The  much-denounced  restrictions  on  immi- 
gration to  the  United  States  in  the  1920s  at  least 
sers'ed  the  purpose  of  encouraging  the  Ameri- 
canization of  the  existing  immigrants.  All  over 
the  world,  immigrants  who  are  part  of  a  contin- 
uing stream  of  immigration  from  their  home- 
lands tend  to  remain  foreign  longer.  Today, 
there  are  c-rganized  movements  and  govern- 
ment-subsidized programs  to  keep  people  not 
only  foreign  but  even  hostile  to  the  ver>'  country' 
to  which  th^y  have  immigrated. 

Ironically,  those  who  thus  raise  the  cost  of 
immigration  to  the  American  people  are  loud- 
est in  demanding  freer  immigration.  H 
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The  sensation  of  time 


CONCORD 

Watchmakers  Since  1908 

SWISS 

For  more  information  call 
1  -888-81  -CONCORD 


CONCORD 
SARATOGA®  SL 
Pure  pleasure 
on  the  wrist... 
Gold: 

rich,  solid, 
eighteen  karat 
(coupled  with 
stainless  steel), 
milled  by  hand, 
link  by  link, 
into  a  timepiece 
that  quickens 
the  pulse. 


®  BAILEY  BANKS  &BIDDLE 

WORLD  RBNOWNBD  JEWBLBRS  SINCB  1832 


Pete  Sampras:  Winner  of  four  U.S. 
Open  titles;  three  consecutive 
Wimbledon  titles;  and  in  1996 
ranked  number  one  in  the  world  for 
the  fourth  straight  year. 
Said  The  New  York  Times  of 
Sampras:  "It's  just  possible  we 
have  a  latter  day  classic  on  our 
hands." 


THE  ARf  OP  PtRFOKMANCt:  IHt  MAKINU  Uh  A  LEGENDARY  CLASSIC. 


Movodo  watches 
are  exhibited  in 
these  museums 
around  the  world: 

Staofliches  Museum 
fur  ongewondte  Kunst, 
"Neue  Sommlung", 
Munich,  Germony 

Museum  Moderne  Kunst 
Vienno,  Austria 

Museo  de  Arte  Moderno 
Bogota,  Colombio 

Museum  Boymons-vori 
Beuningen,  Rotterdam, 
The  Netherlands 

Museo  de  Arte 
Confempordneo, 
Caracos,  Venezuela 

Finnish  Museum  of 

Horology, 

Espool/Helsinki 

Sezon  Museum  of  Art 
Tokyo,  Japan 

Museum  of  Decorative  Art 
Copenhagen,  Denmark 

Museo  de  Bellas  Artes 
Bilbao,  Spain 

Design  Museum 
London,  Englond 

Kowosaki  City  Museum 
Kawasaki,  Jopon 

Victorio  and  Albert 
Museum, 
London,  Englond 

Museum  Ludwig 
Cologne,  Germany 

Museum  Beyer 
Zurich,  Switzeriand 

Museu  de  Arte 
de  Sao  Paulo, 
Sdo  Poulo,  Brazil 


■■Mi 


The  Museum  Sports  Edition  Bracelet 
Watch.  A  sportive  interpretation  of 
the  classic.  Solid  stainless  steel  with 
18  karat  gold  micron  finish  accents. 
Swiss  quartz.  Sapphire  crystal. 
Deployment  clasp.  Water  resistant. 
His  or  hers,  $795.  j 

MOVADO 

The  Museum. Watch. 
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BACKSEAT  DRIVER 


Hey,  just  give  me 
a  great  car 


BY  JERRY  FLINT 


Jerry  Flint,  a  former 
FORBES  Senior  Editor, 
has  covered  the 
automobile  industry 
since  1958. 


For  decades  Detroit's  carmakers  never 
accepted  that  people  who  bought  foreign  cars 
were  real  Americans.  They  called  them 
"import-intenders,"  implying  they  were  folk 
who  bought  foreign  cars  chiefly  because  they 
were  foreign. 

Listening  to  this  rationalization  for  the  big 
three's  shrinking  share  of  the  domestic  car 
market,  I  often  wondered:  What  does  an 
import-intender  look  like.>  Does  he  have  a  big 
head.'  Does  she  speak  with  an  accent.'  What 
kind  of  a  twisted  childhood  did  they  have? 

I  looked  at  my  own  kids.  They  seemed 
sound  enough:  Eldest  son  drives  a  Jeep  Chero- 
kee. Second  son  drives  a  Ford  Taurus,  although 
with  an  old  Volvo  as  a  second  car.  Third  son 
has  a  Chrysler  convertible,  an  old  Jeep  Wag- 
oneer  and  a  Ford  Escort  wagon.  All  three  are 
married  and  live  along  the  East  Coast. 

But  wait!  I  did  spawn  a  subversive.  Fourth 
son,  who  lives  in  Los  Angeles  and  is  single, 
drives  a  Japanese-built  Honda  Acura  Integra. 
He  even  wants  to  buy  a  new  one.  Clearly  Joe 
is  one  of  those  dreadful  import-intenders. 

My  Honda-driving  son  may  be  a  minority 
in  my  family,  but  he  has  lots  of  company.  For- 
eign nameplates  (most  of  them,  to  be  sure, 
assembled  in  the  U.S.)  have  now  captured 
40%  of  the  car  market.  Four  of  every  ten  is  no 
niche  or  segment.  It  is  all  of  us.  We're  neither 
import-intenders  nor  import-haters.  We're 
just  looking  for  the  right  car. 

When  it  comes  to  trucks — and  that  includes 
the  four-wheel -drive  utility  vehicles — most 
Americans  still  choose  American.  The  big 
three — General  Motors,  Ford  and  Chrysler — 
have  85%  of  that  truck  market.  Yet  they  have 
only  60%  of  the  market  for  sedans.  Why  are 
Americans  import-shunners  when  it  comes  to 
trucks  but  import-intenders  when  it  comes  to 
sedans?  Import,  shmimport,  they  are  simply 
buying  the  cars  or  trucks  that  appeal  to  them 
the  most. 

The  40%  car  market  share  of  the  foreign 
nameplates  is  astounding,  and  a  three-per- 
centage-point increase  from  last  year.  This 
gain  owes  something  to  a  weaker  yen,  which 
makes  foreign  cars  more  price-competitive 
here.  But  not  all  "imports"  are  booming. 


Toyota  has  better  than  half  the  gain  of  the  for- 
eign nameplates:  The  small  Corolla,  assem- 
bled in  California,  the  sleek  midsize  Camry, 
built  in  Kentucky,  and  the  $30,000  Lexus 
ES300,  highly  praised  by  car  testers,  are  hot 
Toyota  cars,  and  the  cute  RAV4  four-wheeler 
is  a  hot  utility  vehicle.  But  Nissan  is  giving 
away  $  1 ,000  rebates  on  everything,  which 
accounts  for  much  of  the  remaining  gains. 

In  short,  the  import-intender  theory  has 
been  a  crutch  for  Detroit,  an  excuse  for  failing 
to  win  back  business.  Today  there  are  very  few 

Why  are  Americans  impoi't-shuimei'S 
when  it  comes  to  trucks  but  import- 
intenders  when  it  comes  to  sedans? 


people  who  are  either  diehard  buy- American 
or  diehard  buy- foreign.  Get  rid  of  the  import- 
intender  theory,  put  all  the  customers  back  in 
one  pot,  and  it  becomes  easier  to  see  what 
they  want,  and  to  build  those  vehicles. 

Look  at  the  luxury  market.  It's  been  clear 
for  years  that  today's  rich  buyers  don't  all 
want  the  same  type  of  car.  Some  love,  but 
others  hate,  the  big  Cadillacs  and  Lincolns. 
(No  one  carries  six  people  in  a  luxury  car 
today,  anyhow. )  Younger  people  with  money 
will  pay  as  much  for  a  smaller  Mercedes  C 
Class  or  BMW  328— $35,000  to  $40,000— as 
for  a  DeVille  or  Town  Car.  They  want  a  four- 
wheeler,  but  with  a  prestigious  badge,  so  they 
buy  a  Range  Rover.  BMW  saw  what  was  hap- 
pening and  bought  Rover.  Mercedes  is 
making  its  own  four-wheeler,  in  Alabama, 
coming  out  this  fall.  They  want  convertibles 
or  roadsters,  too.  There  are  no  Cadillac  or 
Lincoln  convertibles  or  four-wheelers. 

Fortunately,  Detroit  learns,  if  sometimes 
slowly.  There's  the  sprighdy  new  Cadillac 
Catera,  made  in  Germany  today  but  to  be 
built  in  the  U.S.  in  a  few  years.  Lincoln  will 
have  its  smaller  model  in  another  1 8  months 
and  is  bringing  out  its  first  four-wheeler  this 
spring,  the  huge  Navigator.  Right  track,  fel- 
lows. Stop  assuming  that  many  Americans  are 
incorrigible  import-lovers  and  start  figuring 
out  why  they  love  some  of  your  models — but 
shun  others.  H 
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Looking  for  a  new  business  idea  or  partner? 
Gotalktooneof  your  kids. 

My 

partner, 
my 

father 


By  Luisa  Kroll 

Barry  Levin,  a  fast-talking,  weath- 
ered, 64-year-old  Boston  law\'er,  was 
tiring  of  his  solo  law  practice.  Thirty- 
eight  years  was  more  than  enough. 
His  29-year-old  son,  Gregg,  was 
equally  bored  witli  a  direct  marketing 
job  in  Boston. 

Gregg  came  up  with  an  idea  that 
rescued  both  father  and  son.  He 
noticed  how  his  baseball-cap-wearing 
friends  went  to  great  pains  to  make 
the  brim  curve  the  right  way  when 
they  wore  tliem  backwards.  To  them 
it  was  a  big  deal.  Some  creative  meth- 
ods of  getting  the  curve  just  right 
included  wearing  the  cap  in  the 
shower  or  holding  the  visor  in  place 
with  rubber  bands.- 

How  about  a  gadget  to  do  the  job.'' 
"This  is  why  I  spent  hundreds  of 
thousands  of  dollars  sending  you  to 
college.>"  Barry  groaned.  "Who  the 
hell  wears  baseball  caps.>"  Gregg  set 
about  educating  Pop. 

He  dragged  Barry  to  sporting 
goods  stores  and  ga\'e  him  a  lesson  in 
how  popular  baseball  caps  were.  Pop 
was  impressed.  Gregg  designed  a 
plastic  gizmo  he  dub^- ;;d  Perfect 


Curve:  Held  in  place  by  an  elastic 
cord,  the  gimmick  would  bend  the 
visor  into  a  pleasingly  correct  curve 
overnight. 

Next  steps:  a  business  plan  and 
$200,000  raised  from  a  family  friend. 
Perfect  Curve  Inc.  now  has  250 
accounts  at  350  sporting  goods  and 
specialty  cap  stores  and  predicts  it  will 
sell  an  estimated  $  1  million  worth  of 
the  $8  (retail)  gadgets  this  year.  By 
next  year  Barry  Levin  hopes  to  quit 
lawyering  altogether  and  focus  total- 
ly on  the  business. 

"I'm  probably  more  thrilled  than 
Gregg.  Before,  I  was  just  living  my 
life,  trying  to  accept  my  responsibili- 
ties," says  Barry  Levin.  "It's  been  like 
a  rebirth."  Sons  and  daughters  join- 
ing estabUshed  family  firms  is  as  old 

Business  partners 
JJ  and  Don  Gonson 
-You're  60 
now,  it's  time 
for  you  to  join 
the  family 
business." 
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Gregg  Levin 
convinced  his  father, 
Barry,  to  go  into 
business  with  him 
"I've  never  had 
the  joy  I  have 
now,  even  if  I  do 
wake  up  more  in 
the  middle  of  the 
night,"  says  dad. 


as  business,  but  kids  putting  the  old 
man  in  business  is  a  relatively  new 
thing.  "Businesses  started  by  adult 
children  and  their  parents  have 
become  more  common,"  confirms 
Azriela  Jaffe,  a  Lancaster,  Pa. -based 


family  business  consultant  and 
author. 

Young  entrepreneurs  have  enthusi- 
asm, stamina  and  ideas.  They  also 
tend  to  adapt  easily  to  new  technolo- 
gies. Parents  bring  to  the  table  sea- 


soning and  experience — and  some 
cash.  It  can  make  for  great  partner- 
ships. It  offers  a  shot  at  a  second 
career  for  many  downsized  corporate 
executives. 

Todd  Oldham,  running  a  clothing 
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Generation-X 
entrepreneurs 
and  aging  baby 
boomers  who 
increasingly  put 
off  retirement: 
two  colliding 
trends  that  bode 
well  for  family 
businesses  start- 
ed by  adult  chil- 
dren and  their 
graying  parents. 


Sources."  Bureau  of  Labor  Statistics;  Hudson  Institute. 
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When  it  comes 
T^^^^^^     to  microprocessors, 
Intel  wrote  the  book. 
That's  why  our  new 
Pentium®  II  processor 
PPolt'H'Tl^ll    offers  even  more 
power  than  the  Pentium"  Pro  processor 
and  all  the  benefits  of  Intel  MMX"' 


The  new  Pentium  II  processor.  Read  on 

media  enhancement  technology. 

Its  sleek  new  package  incorporates 
Intel's  Dual  Independent  Bus  architecture, 
which  uses  two  independent  buses  to 
dramatically  accelerate  the  flow  of  infor- 
mation for  a  boost  in  overall  performance. 

The  new  Intel  Pentium  II  processor. 


It's  everything  you  need  for 
your  next  chapter  in  desktop  computing. 
To  find  out  more,  visit  our  Web  site. 


■  www.intel.com/Pentiumn 


Intel. 

The  Computer  Inside.' 


©1997  Imcl  Corporation.  tAs  compared  to  Pcniium*  pnxeiioi-baxd  syslcms  wiihoul  Dual  Indcpendeni  Bui  architecture  as  measured  by  the  SYSmark'  (or  Windows  NT"  Performance  Comparison  (no  MMX'"  lechnobgy  code)  'All  other  trademarks  are  ihe  properly  of  their  rr.peclivc  owners, 


business  with  his  mother, 
says:  "Extreme  entities  like 
two  generations  working 
together  arc  oi'ten  best  in 
business.  One  brings  maturi- 
ty and  knowledge,  the  other 
passion  and  fearlessness." 

The  demographics  are 
right.  With  today's  better 
health  and  longer  life 
expectancies,  many  parents 
are  facing  retirement  or  the 
tag  end  of  careers.  People 
can  play  only  so  much  golf. 
They're  looking  for  new 
challenges. 

At  the  same  time,  their 
children  belong  to  what  is 
clearly  (Forbes,  May  8, 
1995)  an  entrepreneurial 
generation.  Americans 
under  30  are  now  more 
likely  to  start  or  buy  busi- 
nesses than  any  other  age 
group,  according  to  a 
recent  study  by  Wells  Fargo 
Bank  and  the  National 
Federation  of  Independent 
Business.  In  1995  nearly 
half  the  5  million  entrepre-  ^^Hi 
neurs  who  started  new 
businesses  were  imder  35. 

What's  more  natural  than  that 
energy  and  enthusiasm  should  team 
up  with  experience  and  money? 

Entrepreneur  Julia  (JJ)  Gonson, 
who  streaks  her  hair  blue  and  dons 
seven  pierced  earrings  and  a  belly  ring 
each  day,  puts  it  this  way:  "A  lot  of  us 
choose  to  start  our  own  businesses 
rather  than  work  for  someone  who 
doesn't  know  our  name." 

In  1994,  at  27,  she  negotiated  a 
record  contract  with  Virgin  Records 
America  for  the  Portland,  Ore. -based 
band  Heatmiser.  Two  years  later  she 
and  a  friend  started  their  own  record 
label.  Undercover,  with  $6,000  in 
savings.  They  prodiiced  an  album  of 
David  Bowie  songs  recorded  by 
bands  from  around  the  countr\'.  After 
nine  months  her  partner  bailed  out. 
In  stepped  her  father,  Donald,  60, 
who  became  her  partner  last  August, 
investing  $30,000. 

It's  an  interesting  pairing.  A  reedy, 
conservatively  dressed  man  who  is  a 
partner  at  the  prestigious  Boston  law 
firm  of  Hale  &  Dorr,  Don  Gonson 
saw  a  chance  to  reconnect  with  his 


Todd  and  Linda  Oldham  at  their  Dallas  warehouse 
"Extreme  entities  worl<ing  together  are  often  best. 


daughter — and  get  back  in  touch 
with  his  entrepreneurial  roots. 

"It's  been  a  while  since  I've  been 
so  excited  learning  about  a  business," 
says  Don,  whose  first  job  was  hauling 
mattresses  for  his  father's  furniture 
store.  "I'm  at  a  stage  of  my  life  where 
being  able  to  act  directly  in  a  family 
business  is  very  rewarding." 

Don  and  JJ  fax.  E-mail  and  phone 
each  other  regularly  to  discuss  every- 
thing from  the  best  telephone  or 
computer  system  to  buy  to  what  song 
should  close  an  album. 

How  is  the  little  label  doing?  It 
recouped  the  $15,000  cost  of  the 
first  record  and  sold  7,000  copies;  six 
more  full-length  CDs  are  slated  for 
release  by  the  summer  of  1998.  Don 
Gonson  isn't  about  to  give  up  his 
Hale  &  Dorr  partnership — just  yet. 
But  Undercover — where  JJ  is  presi- 
dent and  her  father  handles 
finances — is  something  to  look  for- 
ward to  when  he  does. 

When  he  refused  to  transfer  to 
Pasadena,  Calif,  from  Greenwich, 
Conn,  last  year,  money  manager  Tod 
Parrott,  59,  found  himself  jobless. 


Brainstorming  with  his 
family,  he  and  his  daughter 
Traci,  26,  who  spent  three 
years  in  financial  marketing 
at  Lazard  Freres,  came  up 
with  the  idea  of  starting  a 
business  to  help  institu- 
tional managers  market 
their  services  to  retail 
clients.  On  new  business 
pitches,  the  pair,  who  jok- 
ingly call  each  other 
Model-T  and  T-bird,  sell 
themselves  as  the  graying 
sage  and  the  Generation- 
Xer.  Their  Rockaway  Part- 
ners should  break  even  this 
year,  on  revenues  of  more 
than  $200,000. 

While  working  as  a  legal 
aide    in    Dallas,  Linda 
Oldham      helped  her 
teenage  son,  Todd,  cut, 
dye    and    sew  splashy 
women's  sportswear  in  the 
family's  suburban  Texas 
home.  When  Todd  decided 
not  to  go  to  college  and  to 
go  into  the  rag  trade  full 
time   instead,   he  asked 
Mom  to  help. 
Linda  Oldham  discovered  that  her 
years  of  raising  kids  had  trained  her 
well  for  operational  headaches  like 
keeping  track  of  inventory  and  man- 
aging the  budget.  She  quit  her  full- 
time  job  and  joined  Todd's  business. 
They  own  the  business  50-50.  Linda 
is  president.  Todd,  35,  handles  design 
and  has  become  a  minor  celebrity  in 
the  fashion  world,  doing  stints  on 
MTV's  House  of  Style.  The  75 -employ- 
ee firm  just  landed  licensing  deals 
with  Keds  and  Escada.  Revenues  this 
year  should  top  $16  million,  with 
profits  of  over  $1  million. 

These  new  family  businesses  have 
their  own  minefields:  Suddenly  junior 
isn't  your  kid;  he's  your  partner. 
Daughter  Mary  can't  be  expected  to 
defer  to  dad  when  he  and  she  are 
business  partners.  Mom  may  know 
best  about  dating  and  doing  home- 
\\'ork,  but  she  may  not  know  as  much 
about  computers  as  her  offspring- 
partner  does.  "From  9  a.m.  to  6 
p.m.,  it  has  to  be  about  business.  You 
can't  let  the  line  blur,"  warns  Linda 
Oldham.  Agrees  Barry  Levin:  "Leave 
your  daddy  ego  at  the  door."  H 
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When  steel  becomes  sculpture 

AND  A  MACHINE  BECOMES  ART.     Be  swept  away  in  what  Automobile 

Magazine  declared  "Modern  Sculpture.'"  A  machine  of  striking  design  and  stunning 
performance.  Engineered  with  one  of  the  smoothest  V6  engines  in  the  world,  the 
Millenia  cruises  effortlessly  even  at  top  speeds.  Sculpted  to  slip 


MAZDA  MILLENIA  L 


the  wind's  resistance,  it  moves  with  unerring  stability  and  precise  handling.  The  Mazda 
Millenia  L.  Luxury.  Leather.'  All  the  comforts  you  demand.  Don't  you  just  love  fine  art? 

LEASE  A  MILLENIA  L    ^329  mo/ 24  mos*    24  pymts.  = '7,91 1,12    purchase  option  at  lease  end  = '21,070,35 

'1,000  DOWN  PYMT  +  '329  1st  month's  pymt.  +  '475  acquisition  fee  =  '1,804  due  at  lease  signing. 

For  infoffnalion  call  1-800-G39-1000  WWW.MAZDAUSA.COM  ' Automobile  Magame,  lune  1994  ISeating  surfaces  upholstered  in  leather  except  lor  vinyl  seat  sicJe  panels,  rear  sides  of  seatbacits  and  other  minor  areas  tOHerofi'97  Millenia  w/Leather  Seats  with  MSRP  of  $33,445 
including  freight,  excludes  taxes,  title,  license  and  registration  lees  Lease  pymt  based  on  avg  capitalized  cost  of  84%  of  (vISRP  for  24  month  closed-end  Mazda  American  Credit  leases  purchased  from  S/1/97-7/1/9^  Some  payments  higher  some  lower  SEE  DEALER  FOR  DETAILS  &  ACTLJAL  TERMS  lessee 
liable  for  S  lO/per  mile  over  24,000  miles  and  excess  wear  and  tear  Availability  may  be  limited  Credit  approval/insurability  determined  by  Mazda  American  Credit  Must  take  retail  delivery  from  dealer  stock  by  7/1/97  Offer  not  valid  in  Texas  ©1997  Mazda  Molor  of  America,  Inc 


Even  renowned  cancer  hospitals  depend  on  a 


OUR  CEMENT  BUILDS  HOSPITALS. 


fundamental  material: 


cement.  And  at  a  growing  number  of  building 
projects,  Cemex  is  the  cement  of  choice.  With 
operations  in  22  countries  and  trade  relations 
with  60  countries,  Cemex  combines  the  use 
of  the  latest  production  and  information 


DOCTORS  TREAT  PATIENTS. 


technology 


with  an  efficient,  environmentally  sound 
approach  to  meet  the  needs  of  customers 
everywhere.  Because  we're  not  just  building 
hospitals — we're  building  a  better  world. 
To  learn  more,  visit  our  web  site  at 


AND  THE  WORLD  GETS  CLOSER  TO  A  CURE. 


www.cemex.com. 


;^,d;  Anderson  C, 


.^rcEmEX 

THE    WORLD'S     CEMENT  COMPANY 


Building  a  Better  World. 
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Associates 
First  Capital's 
chief  executive, 
Keitti  W.  Huglies, 
at  Texas  hiome 
of  borrower 
His  outfit  mal<es 
more  home  equity 
and  second 
mortgage  loans 
than  any  other 
independent 
finance 
company — 
with  credit  losses 
of  only  1%. 


After  decades  hidden  on  the  books  of  parent  companies, 
Associates  First  Capital  has  emerged  as  a  powerful  financial  franchise. 

Bankeir  to  the  unbanked 


By  Howard  Rudnitsky 

Like  the  proud  father  of  a  stun- 
ning debutante,  Ford  Motor  Co. 
expected  to  bask  in  a  glow  last  year 
after  it  sold  off  a  sliver — 19% — of 
Associates  First  Capital  to  the  public. 
As  it  turned  out,  Ford's  stock  didn't 
get  much  of  a  boost  from  the  exer- 
cise— but  the  deb,  Associates,  sure 
turned  heads. 

As  a  stand-alone  company  its  earn- 
ings have  been  growing  20%  a  year 
for  the  past  22  years;  its  return  on 
equity  has  been  a  steady  18%  to  22%. 
This  year  it  is  expected  to  net  around 
$1  billion  after  taxes,  a  1.9%  return 
on  assets,  22%  on  equity. 

Ford  bought  Associates  from  the 
old  conglomerate  Gulf  &  Western  in 
1989  for  $3.4  billion.  Its  current 
market  capitalization:  $16  billion. 

With  $48  billion  in  net  receivables 
Associates  is  the  second-largest  inde- 


pendent finance  company  in  the 
U.S. — after  GE  Capital  (Forbes,  Apr. 
21),  and  ahead  of  Household  Inter- 
national and  Beneficial.  Associates 
makes  more  home  equity  loans  and 
more  heavy-duty-truck  loans  than 
any  other  independent  finance  com- 
pany. It  makes  billions  of  dollars  of 
credit  card  and  personal  loans  and 
finances  manufactured  homes  and 
RVs.  A  lot  of  its  business  is  hidtien 
from  public  view  since  Associates 
manages  receivables  for  such  outfits 
as  Amoco,  Texaco  and  Mack  Trucks. 

"Having  our  brand  emblazoned  on 
the  forehead  of  all  our  customers  isn't 
one  of  our  corporate  goals,"  says  50- 
year-old  Chief  Executive  Keith  W. 
Hughes. 

Rather  than  its  brand  name,  Asso- 
ciates' key  asset  is  its  strength  in  the 
lower-middle-income  market.  "Asso- 


ciates provides  banking  for  the 
unbanked,"  is  the  way  Michael 
Durante,  a  financial  services  analyst  at 
Prudential  Securities,  puts  it.  "Tens 
of  millions  of  lower- middle-class  bor- 
rowers haven't  access  to  traditional 
bank  credit.  Associates  has  done  an 
excellent  job  providing  home  equity 
loans,  personal  loans  and  credit  insur- 
ance to  this  underserved  segment  of 
the  population."  That's  where  its 
unparalleled  network  of  offices  comes 
in  handy. 

By  contrast,  San  Francisco's 
Transamerica  Corp.  is  selling  its  420 
loan  branches. 

Like  most  of  its  competitors.  Asso- 
ciates originates  some  loans  through 
financial  institutions  and  mortgage 
brokers;  but  it  depends  more  than 
others  on  a  worldwide  network  of 
2,186  branches,  of  which  1,672  are 
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B  AN  K  &  T  H  R I F  T  S  P  E  C I A  L I S  T  S 


/\l3VLSORS  TO 
DIKlXnORS  &  MANAGBMHNT 


375  Park  Avenue,  New  York,  NY  10152  (212)  754-2000 
Keefe  &  Keefe  International  Inc. 


Switching  Jobs  Can  Have  An 
Unfortunate  Effect  On  Your  Retirement  Savings. 


%  \  vvithdrawai  V 
I  A  PENALTY 


Don't  Lose  A07o  Or  More  Of  Your  Retirement  Plan  To  Taxes  And  Penalties. 
Call  For  Your  Free  Information  Kit  Today. 


T  Rowe  Price  can  help.  Call 
for  our  free  kit  on  managing  the 
payout  from  your  former  employer's 
retirement  plan.  The  kit  clearly 
explains  the  pros  and  cons  of  all 
the  distribution  options,  so  you 


can  decide  what's  best  for 
you.  Because  we'd  hate  to 
see  your  retirement  plan  go  all 
to  pieces. 

1-800-541-6619 


Invesl  With  Confidence 

TRoweftice 


-Ik 


Request  a  prospectus  with  more  complete  information,  including  management  fees  and  other  charges 
and  expenses.  Read  it  carefully  befcr?  you  invest  or  send  money 

T.  Rowe  Price  Investment  ServiCb?  i; ic  ,  Distributor.  iraro36069 


in  the  U.S.  and  361  in  Japan  (see  box, 
p.  76).  Associates  has  been  adding 
lots  of  branches.  "Our  customers  like 
us  to  be  there,"  says  Hughes.  "We 
are  open  Saturdays.  We  even  close  a 
lot  of  transactions  in  the  home.  We 
don't  tell  the  customers  what  our 
hours  are.  We  ask  them  what  their 
hours  are." 

Branches  are  costly,  but  Associates 
works  hard  at  raising  productivity. 
"We're  spending  $180  million  a  year 
on  technology,"  Hughes  says,  "so  we 
can  do  more  on  the  same  operating 
platform,  not  just  electronic  process- 
ing of  payments  but  taking  applica- 
tions and  linking  up  with  credit 
bureaus — getting  into  a  paperless 
environment.  Now  all  our  forms  are 
electronic.  Three  years  ago,  I  can't 
tell  you  how  many  storerooms  we 
had  filled  with  huge  paper  files." 

Salaries   are  Associates'  single 

Says  Hughes,  ''We  even  close 
transactions  in  tiie  home. 
We  don't  tell  the  customers 
what  our  hours  are.  We  ask 
them  what  their  hours  are." 


biggest  operating  cost.  "All  our 
branch  employees  have  a  big  part  of 
their  compensation  based  on  the 
branch's  performance,"  says  Hughes. 
The  performance  bonus  can  exceed 
20%  of  annual  pay,  encouraging 
employees  to  bring  in  business  and 
avoid  potential  bad  loans.  Many 
employees  make  $25,000  a  year,  and 
so,  says  Hughes,  "when  the  quarter- 
ly bonus  check  comes  out,  it's  a 
pretty  big  thrill." 

Avoiding  bad  loans  is  crucial  at 
Associates,  where  70%  of  its  $48  bil- 
lion in  lending  goes  to  consumers. 
The  U.S.  consumer  is  incurring  huge 
amounts  of  debt;  there  were  a  record 
1.1  million  consumer  bankruptcies 
last  year  and  growing  loan  losses. 
Spring  House,  Pa.'s  Advanta  Corp. 
recently  reported  first-quarter  losses 
of  $20  million  versus  a  first-quarter 
profit  of  $41  million  last  year.  Its 
chairman,  Dennis  Alter,  said  the 
company  was  considering  "strategic 
alternati\'es,"  like  selling  part  or  all  of 
the  company. 
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SAVING  A  FEW  BUCKS  ON  POLITICAL 
RISK  INSURANCE  SEEMS  TO  MAKE  SENSE. 

UNTIL  SOME  FOREIGN  GOVERNMENT 
NATIONALIZES  YOUR  BUSINESS. 


For  companies  doing  business  overseas,  the  reality  is  that  pohtical  risk  insurance  has  become 
a  necessity.  Pohtical  upheavals  are  difficult  to  forecast.  Rising  nationalism  increases  the  risk  of 
expropriation.  Changing  economic  forces  make  currency  inconvertibility  more  likely.  And  political 
violence  is  a  constant,  looming  threat. 

AIG  Global  Trade  &  Political  Risk  Insurance  Company,  a  member  company  of  American 
International  Group,  Inc.,  is  the  only  company  with  the  global  presence  and  knowledge  of  local  condi- 
tions to  protect  you  around  the  world. 

When  you're  an  AIG  client,  you  're  not  just  buying  insurance.  You're  getting  a  business  partner. 
With  offices  in  more  than  130  countries  and  jurisdictions  worldwide,  AIG  has  the  expertise,  perspec- 
tive and  long-term  relationships  necessary  to  resolve  international  problems  whenever  they  arise. 
AIG  Global  customers  also  benefit  from  the  experience  of  a  board  of  directors  that  includes  former 
U.S.  Secretary  of  State  Henry  A.  Kissinger,  former  U.S.  Trade  Representative  Carla  A.  Hills, 
former  Treasury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen,  former  World  Bank  President 
Barber  Conable,  Jr.,  and  former  Prime  Minister  of  Pakistan  Moeen  Oureshi. 

Other  insurance  companies  may  offer  capacity.  Only  AIG  Global  under-writes  longer-term  polit- 
ical risk  coverages  up  to  $120  million  capacity  per  project,  guaranteed  for  seven  years  and  backed  by 
the  strongest  balance  sheet  and  top  financial  ratings  in  the  business.  Perhaps  that's  why  AIG  has  been 
the  leader  in  political  risk  coverage  for  more  than  twenty 


AIG 


Global 


years.  To  find  out  how  AIG  can  help  solve  your  political  risk     FtTlW  Trade  &  Political  Risk 

Insurance  Company 


problems,  call  one  of  the  lead  underwriters  listed  below. 

A  member  company  ol  American  International  Group,  Inc. 


Ray  Antes  Elizabeth  Bloch  Jackie  Deane  Jon  Kay  Julian  Edwards 

AIG  Global,  New  York  AIG  Global,  Chicago  AIG  Global.  San  Francisco       AIG  Global.  Melbourne,  Australia      AIG  Global,  U.K.  &  Europe 

(212)  770-7819  (312)  930-5454  (415)445-2855  61-39-522-4798  171-280-8832 


Coverage  may  not  be  available  for  risks  in  certain  countries. 


Above  par  in  subpnme 


Company 

Return 

on 
equity 

Return 
on 

assets' 

Pretax 
margin 

Efficiency 
ratio' 

Net 
charge-off 
ratio' 

Loap-loss 
reserve/ 
loans' 

Price 

 52-week  

high  low 

recent 

Dividend 
yield 

Associates  First  Capital 

22.1%' 

1.87% 

3U.3% 

44.6% 

1.9% 

3.4% 

33'A 

46J^ 

0.9% 

Beneficial 

22.6 

1.59 

23.9 

•  54.8 

2.0 

3.4 

76 

50'A 

64 

3.2 

Household  International 

18.9 

1.18 

24.0 

46.5 

3.4 

3.8 

m'A 

64/ 

87!^ 

1.8 

'Assets  owned  plus  serviced  for  others.  Expense  as  a  percentage  of  net  interest  income  plus  fee  income,  loans  owned  plus  serviced  for  otfiers.  'Excludes  push-down  goodwill. 
Source:  Prudential  Securities,  Inc. 

Associates  First  Capital  scores  above  average  on  almost  all  measures  of  efficiency, 
profitability  and  loan-loss  ratios. 


Associates  last  year  also  saw  its 
credit  card  losses  as  a  percent  of 
receivables  spurt  from  4.4%  to  7.4%, 
and  its  personal  loan  losses  increase 
from  4.2%  to  5.4%.  But  this  did  not 
signal  a  substantial  deterioration  in  its 
own  portfolio:  Hughes  acquired  two 
credit  card  portfolios  and  a  consumer 
finance  company  that  had  above- 
average  losses.  Last  year  Associates' 
overall  losses  rose  only  33  basis 
points,  to  2% — below  the  rate  of 
most  finance  companies.  It  has  set 
aside  3.4%  in  reserves  and  has  $5.5 
billion  in  equity  capital. 

Though  the  credit  card  business  is 
getting  more  and  more  competitive, 
Hughes  says  he  isn't  worried.  "You 
don't  have  to  compete  at  4%  teaser 
rates.  You  don't  have  to  spend  $100 
million  a  year  marketing  to  the  same 


lists  with  the  same  credit  criteria,"  he 
says.  "You  can  grow  with  strong  part- 
ners and  through  acquisitions."  This 
year  he  has  already  purchased  two 
portfolios,  from  J.C.  Penney  and  the 
Bank  of  New  York,  bringing  credit 
card  receivables  to  over  $8  billion,  up 
from  $4.9  billion  in  1995. 

Home  mortgage  lending — where 
it  enjoys  an  average  loan  to  property 
value  of  under  75%- — is  Associates' 
biggest  strength.  Here,  with  credit 
losses  of  just  1%,  it  earns  35%  to  40% 
of  its  pretax  profit.  Consumer  advo- 
cates allege  that  it  did  so  by  exploit- 
ing uneducated  borrowers.  The  com- 
pany is  looking  into  the  allegations. 

Along  widi  their  home  equity  loans. 
Associates'  customers  are  also  fair 
game  for  such  services  as  life  insur- 
ance, health  and  accident  insurance 


and  auto  club  memberships.  These 
now  account  for  20%  of  Associates' 
earnings,  says  Michael  Durante. 

Unlike  most  of  today's  subprime 
mortgage  lenders,  who  securitize 
most  of  their  fast-growing  mortgage 
portfolios,  Associates  holds  99%  of 
the  paper  it  originates.  This  gives 
Associates  greater  flexibility  in  man- 
aging its  credit  and  interest  rate  risk. 
Also,  Associates'  earnings  were 
entirely  from  operations  rather  than 
from  securitized  capital  gains.  Last 
year,  Hughes  says,  "We  showed  no 
gain  on  sale.  None.  We  aren't  going 
to  create  big  securitization  volume 
just  to  show  bottom-line  gains." 

Proud  papa  Ford  just  sits  and 
grins.  Its  remaining  81%  of  Associates 
is  worth  about  $13  billion.  That's  II 
bucks  per  Ford  share.  WM 


Persistence  pays 

Associates  First  Capi- 
tal opened  its  first 
branch  office  in  Japan  in 
the  Toranomon  district  of 
Tokyo  in  April  1979.  It 
was  a  tough  go.  Operat- 
ing costs  were  high,  and 
it  had  to  raise  funds 
abroad  at  relatively  high 
rates,  while  Japanese  con- 
sumers faced  sky-high 
interest  rates. 

Competitors  like 
Household  International 
and  Beneficial  decided  to 
pull  out.  Under  Wilfred 
Y.  Horie,  a  Hawaiian  of 
Japanese  descent,  Associ- 
ates bought  their  br  ^-uh 


es  and  put  them  under  its 
Japanese  Alc  brand 
banner. 

It  was  a  long  battle, 
but  one  that  ended  in  vic- 
tory. By  the  early  1990s, 
with  180  branches,  Alc 
started  to  reap  rewards. 
In  1992  its  operating 


An  AlC  drive-up 
consumer  finance 
brancfi  in  a 
Tokyo  suburb 
Cashing  In  on 
Japanese  consumers' 
growing  penchant 
for  borrowing. 


profits  in  Japan  were 
$52  million. 

Last  year,  with  the 
Japanese  shedding  their 
old  aversion  to  debt,  Alc's 
361  branches  with 
400,000  clients  brought 
operating  profits  of  $204 
million.  Just  before  the 


real  estate  bubble  burst  in 
Japan  in  the  late  1980s, 
AlC  reduced  loan-to-value 
ratios  fi-om  70%  to  65% 
and  came  through  with 
modest  damage. 

In  the  early  1990s 
Japanese  banks  began 
making  low-interest  loans 
to  consumer  finance  com- 
panies, dropping  the  cost 
of  acquired  funds.  This 
led  to  gains  in  lending 
margins. 

Associates  can  now 
borrow  in  Japan  at  2.5%. 
It  can  lend  at  19%  for 
home  mortgages  and  at 
as  high  as  30%  for  person- 
al consumption. 

Patience  rewarded. 
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World-ClasLeADERS 
^  Deliver 

World-Clas 


'Now  WITH  SiEBEL,  Compaq  E?fA13LES  HIOHLV  OPTIMIZKL), 

ENTERPRISE-CLASS  SALES  INFORMATION  SOLUTIONS  TO  DRAMATICALLY  INCREASE 

PR013UGTWITY  AND  PROFITABILITY. " 


COMPAa 


Compaq"— the  worldwide  leader  in  industry-standard  enterprise  computing  platforms.  Siebel  — the 


worldwide  leader  in  global  sales  information  software  solutions.  Together,  Compaq  and  Siebel  size,  test, 
and  optimize  proven  sales  information  solutions  for  their  global  customers.  The  result— dramatic  and  rapid  increases  in 
sales  productivity,  profitability,  and  customer  satisfaction.  Join  the  many  world-class,  industry-leading  organizations, 
such  as  Compaq,  who  have  standardized  on  Siebel  and  provide  your  company  with  a  proven  competitive  advantage. 
To  learn  more,  call  us  at  1-800-720-3115,  ext.  5320  or  visit  Siebel  at  www.siebel.com. 


Sales  Information  Systems 


©1997  Siebel  Systems.  Incorporated.  Siebel  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdications.  Compaq  is  a  trademark  of  Compaq  Computer  Corporation. 


If  we're  all  products  of  our  '  : 
envirgiaent,  maybe  you  should  ,  j 


In  the  age-old  nature-vs-nurture  debate,  score  one  for  niJ 


get  a  better,gnvironment.  -  ^  ^ 


The  Mercedes-Benz  S-Class  is  engineered  for  sei 


pampering.  Inside,  elegance  abounds,  accented  byi 


calyptus  or  burl  walnut  trim*  and  glove-soft  leather  i 


altas  fiw  rofcions.  AtR  BAGS  ARE  A  SUPPLEMENTAL  RESIRAIwf  SYSTEM, 

J,  N.J..  Member^of  the  Daimler-Benz  Group. 


Dual-pane  side  windows  provide  blessed  silence,  which        and  electrostatic  filters  to  help  improve  air  quality.**  It*s 


leven-speaker  Bose"  Beta  sound  system  fills  with  music        also  CFC-free,  to 


ur  choosing.  The  automatic  climate  control  system  offers        help  out  with  the  environment  beyond  the  tinted  glass.  For 


idual  left  and  right  temperature  controls,  and  charcoal        more  information,  call  1-800-FOR-MERCEDES.  The  S-Class. 


Ilbeirte,  frateniite 
but  to  hell  with  egalite! 


What's  the  use  of  being  rich 
if  ycu  can't  flaunt  it? 
Bernard  Arnault  is  counting 
on  that  attitude  to  spread 
sales  of  his  luxury  goods 
through  a  world  growing 
richer  by  the  minute. 

By  Joshua  Levine 

The  flinty  grandmere,  Nicole-Barbe 
Clicquot,  has  squinted  at  revelers  from 
the  bottle  cap  of  her  eponymous 
bubbly — Champagne  Veuve  Clic- 
quot— for  decades.  Several  months 
ago  a  team  of  Clicquot  executives 
called  George  Lucas'  Industrial  Light 
&  Magic  in  San  Francisco.  What,  they 
wondered,  would  Nicole-Barbe  have 
looked  like  in  1805,  when  poor  M. 
Clicquot  had  just  passed  away  and  the 
young  widow  was  only  27.> 

Apparently,  pretty  hot.  The  folks 
who  gave  you  Jurassic  Park  put  la 
veuve  Clicquot  through  a  bit  of  com- 
puter reimaging,  using  photos  of  two 
real-life  women  who,  so  the  computer 
said,  looked  like  her.  But  Lucas'  merry 
widow,  her  eyes  now  sparkling  and 
cheeks  flush,  isn't  going  on  tlie  bottle 
cap  immediately.  You'll  probably  see 
her  when  Veuve  Clicquot  does  its  mar- 
keting push  for  fourtii-quarter  festivi- 
ties. No,  not  for  the  Guy  Lombardo 
set  on  New  Year's  E\  e,  but  for  gender- 
bending  merrymaking  on  Halloween. 
Veuve  Clicquot  gone  Generation-X. 

"People  do  not  understand  that 
success  stems  from  die  cohabitation  of 
two  contradictory  spirits:  the  artist's 
x'ision  and  the  logic  of  worldw  ide  mar- 
keting," sa\'s  Bernard  Arnault,  the  48- 
year-old  chairman  of  LVMH-Moet 
Hennessy  Louis  Vuitton.  ""Irh  a  very 
complex  process."  That's  A^-'ault's 
way  of  sa)ing  that  even  the  sr.;..  :  tst  of 
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LVMH's  Bernard -Arnault 
"If  you  control 
factories,  you  control 
quality.  If  you 
control  distribution, 
I  you  control  image." 


Exceptional  character. 


Since  1874,  PIAGET  watches  have  been  manu- 
factured in  our  own  workshops  in  Switzerland. 
They  are  made  exclusively  of  gold  or  platinum. 


JOAILLIER  EN  HORLOCERIE 


PRINCESS  JEWELS  COLLECTION:  Beverly  Hilh,  CA,  310-276-5556 


Maitres  Artisans  d'Horlogerie 

SUISSE 

A  true  collector's  item.  "A  little  something  for  your  great-great-grandson." 


The  Corum  C^oin  w  aich  an  authentic  gold  coin  sliced  in  tw  o  with  an  ultra-ihin  mechanical  movement  mserted  between  the  tw  o  halves. 
The  reverse  of  the  SiO  coin  bears  the  Coronet  Libern  Head  Available  in  $  10.  SS  and  S2.S  coins  (for  ladies)  or  other  gold  coins. 


WESTIME:  Los  Angeles,  CA,  310-470-1388 


images  needs  constant  refreshing. 
LVMH  is  reflirbishing  venerable  images 
at  a  frantic  pace  these  days.  A  new 
cadre  of  tough- minded  mass  marketers 
is  off  chasing  a  fast-swelling  young 
bourgeoisie  around  the  globe.  Kicky 
new  products,  glitzy  new  stores  and 
startling  images  that,  like  Nicole-Barbe 
Clicquot's,  freshen  the  bloom  on 
some  very  old  faces. 


Over  the  past  13  years  Arnault, 
whose  cold  stare  surely  rivals  that  of 
old  widow  Clicquot,  has  maneuvered, 
often  brutally,  to  build  something 
seemingly  contradictory:  a  mass  mar- 
keter of  luxury  goods  and  labels.  LVMH 
now  peddles  $6  billion  worth  of  car- 
riage-trade goodies  to  a  market  that  is 
fast  expanding  beyond  the  traditional 
boundaries  of  the  carriage  trade  to 


new  elites  in  places  like  Singapore, 
Taipei  and  Seoul. 

With  his  recent  $2.57  billion  pur- 
chase of  a  controlling  interest  in  dfs 
Group  Ltd.,  Arnault  now  adds  180 
upmarket  retail  outlets  in  new  money's 
vibrant  heart:  Asian  cities.  For  LVMH, 
Hanoi  and  Guangzhou — not  Lyons 
and  Madrid — are  the  flature.  Its  clients 
come  in  all  colors  and  are  united  by  a 
single  thread:  They  all  have  money — 
and  a  desire  to  flaunt  it. 

But  when  they  flaunt  it,  they  do  so 
in  exactly  the  same  ways  as  their  old- 
money  counterparts,  adopting  the 
same  status  symbols.  Comite  Colbert 
is  the  trade  association  that  represents 
France's  toniest  luxury  goods — 
brands  like  Hermes,  Chanel  and 
Breguet  watches,  not  to  mention 
almost  all  of  lvmh's  products.  Ten 
years  ago  Asian  consumers  bought 
only  16%  of  Comite  Colbert's 
exports.  Last  year  they  bought  35% — 
worth  $2.4  billion.  A  recent  survey 
by  the  Nikkei  Research  Institute 
shows  that  Japanese  women  aged  20 
to  30  prefer  Tiffany,  Hermes  and 
Gucci  to  any  home-grown  luxury 
brands. 

"Luxury  is  crossing  all  age,  racial, 
geographic  and  economic  brackets," 
says  Daniel  Piette,  group  executive  vice 
president  of  LVMH.  "We've  broadened 
the  scope  far  beyond  the  wealthy  seg- 
ments. Most  people  today  have  satis- 
fied dieir  basic  needs.  What's  lefl:  is  not 
about  conspicuous  consumption,  it's 
about  pleasing  oneself" 

Thanks  to  shopaholic  Arnault, 
LVMH  has  acquired  more  ways  to 
please  than  any  company  in  the  world: 
Dior  couture,  Guerlain  perfiame,  Louis 
Vuitton  leather  goods,  Fred  Joailler 
jewels,  Hennessy  cognac.  Don't  like 
Dior?  LVMH  also  owns  Givenchy.  Vuit- 
ton's  new  $750  Epi  handbags  not  to 
your  taste!"  There  are  always  the  $600 
models  fi-om  lvmh's  Loewe  or  Celine. 

Vuitton  is  pioneering  one  new 
country  every  year — this  year  Vietnam, 
with  a  shop  in  Hanoi's  Metropole 
Hotel.  There's  a  new  flagship  store 
going  up  on  New  York's  57th  Street, 
just  up  the  block  from  Niketown, 
Warner  Bros,  and  Planet  Hollywood. 
Next  year  some  stores  will  stock  a  new 
line  of  Vuitton  ready-to-wear  designed 
by  hip  New  Yorker  Marc  Jacobs. 

Arnault  has  no  intention  of  surren- 


Arnault  shook  things  up  at  GIVENCHY— 

once  one  of  France's  most  staid  couture 

brands  under  its  founder,  Hubert  de 
Givenchy — when  he  appointed  a  chubby 
27-year-old  named  Alexander  McQueen 
as  the  house's  designer  last  year.  A  litde 
nuts?  Maybe,  but  McQueen  is  an  ex-Savile 
Row  tailor  who  counts  Prince  Charles 
among  his  former  clients,  so  he  clearly 
knows  what  to  do  v\'ith  needle  and  thread. 


dering  the  haute  ground.  Last  year 
Hennessy  Cognac  brought  out 
Richard  Cognac  for  $1,500  a  bottle — 
and  sold  600,  It  also  launched  Prive,  a 
lower-priced  cognac  for  Japan,  where 
tough  times  have  put  a  dent  in  the 
Japanese  ritual  of  drinking  the  good 
stuff  in  bars  on  the  corporate  tab. 
Prive,  as  its  name  suggests,  is  designed 
for  cirinking  at  home — where  no  one 
will  see  that  you're  tippling  cheaper. 

Still  too  steep.>  In  Paris  LVMH  offers 
a  $2  shot  of  Hennessy  in  a  cup  of 
coffee.  Why.'  "Young  people  have  less 
money.  Everytliing  has  a  price  point," 
says  Pierre  Letzelter,  chief  executive  of 
Moet  Hennessy.  "For  a  few  dollars  you 
miss  an  entire  business." 

Last  year  Arnault  rattled  the  fusty 
French  fashion  mafia  by  hiring  two 
rowdy  English  lads  to  head  up  Dior 
and  Givenchy.  At  the  fashion  shows 
this  spring,  current  Dior  bad  boy,  John 
Galliano,  played  peekaboo  with  a  few 
beads  and  feathers,  leaving  many  of 
the  naughty  bits  au  naturel. 

More  atfordable  new  products,  yes. 
Discounts,  never.  It's  about  using 
image  to  grind  out  a  premium  price. 
Without  tlie  100  or  so  custom-made 
carrying  cases  for  Japanese  tea-cere- 
mony implements  it  sells  each  year, 
Vuitton  knows  it's  never  going  to  sell 
an  $85  business-card  holder. 

Watch  your  tongue  here.  Arnault 


Devotees  of  the  tiny,  superpricey  Italian  shoe 
company  BERLUTI  say  there's  nothing  like 
the  voluptuous  feeling  you  get  when  you 
wrap  a  pair  around  your  footsies.  Like  you've 
died  and  gone  to  wing-tip  heaven.  Of 
course,  it  could  run  you  around  $1,000  to 
get  there.  Berluti  has  one  store  in  Paris,  on 
rue  Marboeuf,  but  with  Arnault  at  the  helm 
it  probably  won't  stay  that  way  for  long. 


came  close  to  declining  to  be  inter- 
viewed by  Forbes  because  this 
reporter  used  the  phrase  "democrati- 
zation of  luxury"  in  an  early  commu- 
nication. Liberte,  fraternite — okay. 
Egalite — never!  "Value  for  the  money 
still  means  you're  going  to  pay  a  lot  of 
money,"  says  Louis  Vuitton  President 
Yves  Carcelles.  In  the  Louis  Vuitton 
factory  in  Asnieres,  outside  Paris,  when 
workmen  replace  a  broken  zipper  they 
still  thread  their  stitches  through  the 
same  holes  that  were  used  to  sew  the 
original,  so  the  repair  remains  invisible. 

The  ancien  regime  of  LVMH  man- 
agers often  managed  their  brands  with 
the  raised-pinky  finesse  of  connois- 
seurs. Today  their  blood  is  on  the 
floors  of  LVMh's  headquarters  on  Paris' 
avenue  Hoche,  just  west  of  the  Place 
de  la  Concorde,  where  Robespierre 
supervised  a  similar  housecleaning 
some  two  centuries  ago.  So  don't  let 
the  snooty  labels  deceive  you:  This  is 
hard-nosed  business.  In  the  cham- 
pagne busmess,  Arnault  bumped  Yves 
Benard,  the  son  of  a  winemaker  and 
the  mayor  of  a  tiny  commune  in 
Champagne,  in  favor  of  L'Oreal's 


Arnault  paid  top  dollar  for  DFS'  network  of 
180  luxury  goods  retail  shops  around  Asia. 
But  with  one  stroke,  he  has  glued 
himself  to  the  core  of  LVMH's  most 
promising  market.  Some  critics  have 
lambasted  the  deal,  but  Arnault  doesn't 
seem  to  care.  He's  wanted  DFS  for  a  good 

ten  years.  It  didn't  carry  Louis  Vuitton 
leather  goods  before,  although  the  brand  is 
hugely  popular  in  Asia.  Now  it  will. 

Pierre  Letzelter. 

Last  year  Arnault  toppled  Maurice 
Roger,  the  haughty  dauphin  of  Dior 
perfiames,  in  favor  of  Patrick  Choel,  a 
30-year  veteran  of  Unilever  who  ran 
Chesebrough-Pond's  in  the  U.S.  A 
soapster  running  Dior.^  Yes,  and  at 
Givenchy,  P&G  alumnus  Alain  Loren- 
zo dethroned  the  courtly  Jean  Cour- 
tiere.  The  bloodletting  continues, 
overseen  by  Concetta  Lanciaux, 
LVMH's  implacable  director  of  human 
resources  and  Arnault's  confidante. 

"Arnault  is  very  hard,  very  violent," 
says  Michele  Giovannetti,  president  of 
Regeval,  a  French  firm  that  runs  two 
luxury-goods  funds.  "But  when  it 
comes  to  money,  I  would  prefer  some- 
one hard  to  someone  charming." 

The  changes  the  soap  salesmen  have 
made  are  subtle  but  real.  Under  p&g's 
Lorenzo  you  won't  find  any  more  cel- 
lophane inside  the  Givenchy  perfume 
box.  Costs  too  much  and  doesn't 
really  add  to  the  cachet.  A  small  point, 
but  a  big  difference  in  attitude. 

None  of  this  is  surprising  to  people 
who  have  followed  Arnault's  career.  A 
native  of  France's  cold,  fiat  industrial 
north,  Arnault  showed  early  promise 
as  a  star  student  at  France's  prestigious 
Ecole  Polytechnique,  one  of  the  so- 
called  granges  ecoles  that  vault  their 
alumni  to  the  upper  reaches  of  busi- 
ness and  government. 
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the 


"there's  got 
to  be  some 
money  hiding 
around  here 
somewhere" 

solution 


Are  you  sitting  on  assets  that 
could  be  making  money?  Do 
you  have  a  database  with  a 
market  that  you've  never  even 
considered?  An  IBM  Internet 
solution  can  change  all  that. 

Take,  for  example,  Knight-Ridder" 
Information  s  research  library 
with  over  1.5  million  titles.  We 
helped  satisfy  their  customers' 
information  needs,  worldwide, 
by  offering  them  this  resource 
over  the  Internet.  Demand  is 
so  great,  they  project  a  tenfold 
increase  in  revenue. 

That's  the  power  you  get  with  an 
IBM  Internet  solution,  a  unique 
combination  of  technology, 
professional  services  and  Imow- 
how  that's  enabling  a  world  of 
e-business  opportunities. 

Learn  how  to  maximize  your 
assets  using  the  Internet. 
Just  drop  by  www.ibm.com/ 
internetsolutions,  or  give  us  a 
call  at  1  800  IBM-7080,  ext. 
NC06,  for  our  free  brochure 
on  commerce  solutions. 


Solutions  for  a  smaU  planet" 


Bernard  Arnault  has  always  had  a  special 
place  in  his  heart  for  CHRISTIAN  DIOR. 

Dior,  the  cornerstone  of  his  empire,  was 
bought  in  1984,  when  Arnault  acquired 

the  bankrupt  Boussac  textile  empire. 
Arnault  runs  LVMH  from  its  headquar- 
ters on  Avenue  Hoche,  b.  t  a  lingering 
passion  for  his  first  mistress,  among  the 
many  brands  he  has  loved,  still  propels 

him  to  Dior's  old  headquarters  on 
Avenue  Montaigne  to  conduct  business 
every  Tuesday  and  Friday.  Ah,  I'amour! 


Like  the  early  careers  of  many  liighly 
successtlil  people,  Arnault's  was  a  series 
of  trials  and  errors.  At  34,  after  three 
years  in  die  U.S.,  he  gave  up  trying  to 
establish  a  branch  of  the  Arnault  family 
real  estate  business.  Fennel,  as  a  devel- 
oper of  Florida  vacation  properties. 

America  left  its  mark  on  Arnault 
nonetheless.  Before  leaving,  he  sold  his 
Mediterranean-style  home  facing 
Long  Island  Sound  in  New  Rochelle, 
N.Y.  to  John  Kluge,  owner  of  the 
mansion  next  door.  Kluge  wasted  no 
time  disposing  of  it — it  blocked  his 
view.  That  taught  Arnault  a  lesson,  one 
he  has  applied  many  times  since. 

"■It  was  just  incredible!"  says  the 
famously  unflappable  Arnault.  "It  was 
a  ver)'  nice  place,  but  two  days  after  he 
bought  it,  he  tore  my  house  down! 
It's  so  very... American."  Lesson 
learned:  "Wlicn  something  has  to  be 
done,"  says  Arnault,  "do  it!  In  France 
we  are  ftiU  of  good  ideas,  but  we  rarely 
put  them  into  practice." 

At  Christian  Lacroix,  a  couture 
house  that  has  never  gotten  over  the 
hump,  Arnault  has  run  tlirough  eight 


The  young  LOUIS  VUIHON  had  made  his 
living  packing  trunks  for  wealthy  women 
preparing  for  long  voyages  before  he 
started  making  the  trunks  himself 
In  1854  he  opened  his  own  trunk  shop. 
An  early  innovation:  making  the  rounded 

top  of  a  stagecoach  trunk  flat.  Voila! 
Trunk  stacking!  Last  year  sales  of  Vuitton's 

leather  goods  hit  around  $1.3  billion. 
Vuitton  is  opening  flagship  stores  in  New 
York,  London  and  Paris. 


managers  in  ten  years.  He's  just  as 
hard  on  himself.  Early  on,  Arnault 
showed  himself  to  be  a  gifted  pianist, 
but  he  gave  up  on  a  potential  concert 
career.  Perfection,  he  felt,  would 
always  elude  him.  "You  have  to  be 
supergifted,  and  I  wasn't,"  says 
Arnault.  He  still  plays,  though.  When 
traveling,  he'll  sometimes  creep  up  to 
a  piano  in  a  hotel  lobby  and  go 
through  some  Chopin  etudes,  but 
only  if  there's  no  one  else  around. 

LVMH  earned  $860  million  from 
operations  last  year,  a  bad  year,  due 
partly  to  its  costly  attempt  to  stamp 
out  gray-market  perftime  sales  by 
slashing  distribution.  Its  operating 
margin  was  22.5%,  whereas  the  group 
more  normally  nudges  25%.  At  ia'Mh's 
luggage  division,  it's  over  40%. 
Arnault's  family  holding  company's 
estimated  23%  stake  in  lvmh  is  worth 
nearly  $5  billion. 

All  this  from  a  $15  million  down 
pa\Tnent  in  1984.  Back  in  France,  after 
Kluge  totaled  liis  house,  Arnault  soon 
acquired  a  powerftil  patron  in  Lazard 
Freres  managing  partner  Antoine 
Bernheim,  who  boasts  of  having  "car- 


The  Second  World  War  o\  er, 
Madame  Vipiana  installed  herself  in  a 
small  shop  on  Paris'  rue  du  Faubourg  St. 

Honore  and  started  by  selling  baby 
booties  to  Paris'  upper  crust.  She  called 
the  store  CEUNE,  her  nom  de  guerre  in 
the  French  Resistance  during  the  war. 
When  Arnault  bought  it  in  1987,  it  was 
what  they  call  a  "belle  mere"  brand — 
good  for  your  mother-in-law. 
Sales;  around  $20  million. 
Arnault  added  stores,  mostly  in  Asia,  and 
updated  the  look  of  its  leather  goods. 
Sales  todav:  around  $200  million. 


ried  him  to  the  baptismal  font  of 
finance."  When  the  French  govern- 
ment was  casting  about  for  someone 
to  take  over  the  bankrupt  textile 
empire  of  Boussac,  Bernheim  backed 
Arnault.  Arnault  put  up  just  $15  mil- 
lion of  Arnault  family  money,  with 
Lazard  supplying  the  rest  of  the 
reported  $80  million  purchase  price. 

Boussac  encompassed  a  disarray  of 
doggy  businesses  and  one  bedraggled 
swan:  the  once -vaunted  couture  house 
of  Cliristian  Dior,  a  moneylosing  mess. 
Arnault  bought  the  whole  thing  to  get 
at  Dior,  which  he  saw  back  then  as  the 
cornerstone  of  a  luxury  goods  super- 
market where  a  rising  global  bour- 
geoisie would  one  day  shop. 

M.  Nice  Guy  this  Arnault  is  not. 
Dior  had  previously  sold  its  most  valu- 
able asset — its  name  on  perftime  bot- 
tles— to  the  uneasy  merger  of  two 
great  houses,  Louis  Vuitton  and  Moet 
Hennessy.  Arnault  wanted  it  back,  but 
was  rebuffed  by  Moet  Hennessy  Pres- 
ident Alain  Chevalier.  Like  a  lot  of 
other  people.  Chevalier  came  to  regret 
being  rude  to  Arnault.  Louis  Vuitton's 
chief,  autocratic  Henri  Racamier, 
courted  Arnault  as  an  ally  in  his  own 
feud  with  Chevalier. 

Arnault  had  amassed  a  sizable  war 
chest  by  selling  off  the  rest  of  Boussac, 
including  a  $400  million  windfall  from 
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LVMH's  champagne  business  hit  a  rough 
patch  three  years  ago,  but  profits  have 
popped  since  then:  The  champagne  and 
wine  division,  with  MOET  &  CHANDON 

as  its  Hagship,  had  a  10%  increase  in  profits 
last  year,  to  $  1 1 0  million  on  sales  of  $  1 .2 
billion.  But  here  again,  if  ancient  tradition 
needs  tinkering,  l.VMH  won't  hesitate  to 
tinker.  LVMH's  enologi.sts  are  in  C,hina 
now,  testing  their  bubbly  there  and  dis- 
covenng  just  what  the  locals  want  it  to 
taste  like.  If  it  turns  out  they  prefer  it  a 
little  sweeter,  or  a  little  drier, 
that's  exactly  how  LVMH  will 
vinify  it  for  them. 


the  sale  of  Boussac's  Peaudouce  dis- 
posable diaper  business.  Backed  by 
Antoine  Bernheim,  Arnault  and 
Racamier  ousted  Chevalier  (Forbks, 
July  10,  1989).  The  next  step  was  a  no- 
brainer.  "Arnault  killed  Racamier," 
says  Michelle  Giovanetti  matter-of- 
facdy.  Soon  after,  Racamier  was  out. 

Arnault  began  assembling  the  com- 
ponents of  a  grand  strategy  that  is  only 
now  taking  ftill  shape.  Arnault  sums  it 
up  this  way:  "If  you  control  your  fac- 
tories, you  control  your  quality;  if  you 
control  your  distribution,  yt)u  control 
your  image."  Under  Racamier,  Vuit- 
ton  had  outsourced  70%  of  its  pro- 
duction. Vuitton  now  owns  almost  all 
of  its  manufacturing  and  distribution. 
Witii  the  DPS  purchase,  I.VMH  now  has 
a  wholly  owned  retail  network  in  Vuit- 
ton's  most  promising  market. 

LVMH's  brands  are  all  run  indepen- 
dently under  the  exigent  eye  of 
Arnault,  but  they  support  each  other 
in  a  thousand  small  ways.  Take  Berlu- 
ti,  a  100-year-old  Italian  shoemaker 
with  one  small  store  on  Paris'  rue  Mar- 
boeuf  thit  .Arnault  bought  in  1995. 
Arnault  will  doubtiess  take  the  Bv^rluti 


GUERLMN 


GUERLAIN,  perhaps  France's  most 

prestigious  perfume  house,  was  created  in 

1828  by  Pierre-Frangois  Guerlain. 
Its  bestsellers  include  Shalimar,  launched 

in  1925.  But  things  are  a  little  different 
at  the  old  house  today.  In  the  case  of  new 

scent  Champs-Elysee,  the  story  goes,  a 
version  concocted  by  the  presiding  famil- 
ial "nose,"  Jean- Paul  Guerlain,  was  scut- 
tled in  favor  of  a  more  accessible  "juice" 
considered  a  better  candidate  for  big  sales 

in  Asia.  LVMH  hopes  80%  of  sales  will 
come  fi-om  exports. 


brand  global.  But  just  as  important  for 
the  group,  LVMH  also  bought  the 
exclusive  subcontractor  in  Italy  that 
makes  Berluti's  shoes.  Not  coinciclen- 
tally,  Louis  Vuitton  is  about  to  get  into 
the  shoe  business. 

Vuitton,  in  turn,  makes  the  chic 
Dior  handbag  Arnault  gave  Lady  Di  to 
thank  her  for  attending  the  lvmh- 
sponsored  Cezanne  exhibition  at  Paris' 
Grand  Palais  in  1995  to  celebrate 
Dior's  fiftieth  anniversary.  Her  face 
launched  a  diousand  bags — make  that 
100,000,  at  $1,200  per— which  sin- 
glehandedly  sent  Dior's  revenues  up 
23%  for  the  year.  But  while  Vuitton 
makes  the  bag,  its  expertise  is  in  stiff 
leather  goods.  So  Vuitton  turned  to 
LVMH  sibling  Loewe — a  Madrid-based 
company  that  has  sold  leather  goods 
to  the  Spanish  court  since  1846 — to 
learn  the  art  of  making  more  supple 
leather  goods  like  Di's  Dior  bag. 

LVMH  also  uses  its  combined  clout 
to  negotiate  viath  big  retailers  that  are 
increasingly  coming  to  dominate  busi- 
nesses like  pcrfijme.  The  Douglas 
chain  in  Germany,  for  instance,  runs  its 
300  or  so  perfiime  superstores  like 


Purveyor  of  leather  goods  to 
the  Spanish  court  since  1846,  LOEWE 
(pronounced  lo-ay-vay)  might  seem  a  poor 

stepsister  to  Louis  Vuitton. 
But  LVMH's  brands  help  each  other  out. 

Loewe's  Madrid  artisans  have 
a  long  history  of  working  in  soft,  supple 
leather,  and  they  taught  Louis  Vuitton's 
workmen  how  to  do  it  so  Vuitton  could 
then  manufacture  buttery  soft 
handbags  for  Dior. 


supermarkets,  making  manufacturers 
pay  for  favored  placement  on  shelves 
and  advertising  just  the  way  supermar- 
kets do  with  makers  of  breakfast  cereal 
and  soft  drinks.  An  lvmh  brand  like 
Givenchy,  with  3%  of  the  German 
market,  doesn't  swing  much  weight  at 
the  negotiating  table.  So  last  year, 
LVMH  coordinated  the  selling  function 
for  its  perfumes,  which  represent  a 
combined  market  share  of  25%.  Alone, 
the  brands  had  litde  bargaining  power; 
combined,  they  are  formidable. 

Arnault  hasn't  stopped  collecting 
the  jewels  of  the  luxury  goods  busi- 
ness. Last  year  he  bought  Chateau 
d'Yquem,  a  sauternes  that  many  call 
the  world's  greatest  wine,  from  the 
Lur-Saluces  family.  Alexandre  de  Lur- 
Saluces,  who  owns  10%,  is  raising  holy 
hell  in  the  French  courts  and  bucking 
the  sale,  yet  another  aristocratic  victim 
of  Arnault's  ambitions. 

Arnault  had  been  eyeing  Duty  Free 
Shoppers,  the  chain  owned  by  DRS,  for 
close  to  ten  years.  Eventually  Charles 
Feeney,  the  reclusive  philanthropist 
who  cofounded  DFS  with  the  flamboy- 
ant Robert  Miller,  decided  to  cash  out 
his  38.75%  stake  so  he  could  devote 
his  attention  to  do-gooding.  He  knew 
exactly  where  to  go.  Alan  Parker,  a 
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If  LVMH  has  a  problem  child, 
it  s  CHRISTIAN  LACROIX,  the  couture 
house  Arnault  launched  from  scratch.  Who 
suffers?  Not  the  underappreciated  artiste. 
He  stays.  It's  the  managers  who  go. 


20%  stakeholder,  joined  him,  and 
Arnault  had  the  leverage  he  needed  to 
grab  control. 

Arnault  paid  the  top-dollar  price 
of  $2.57  billion  for  a  combined 
61.25%  stake  in  DFS.  The  market 
hammered  LVMH  stock  in  part 
because  DFS  might  dilute  lvmh's  his- 
toric profitability,  knocking  close  to 
four  points  off  its  operating  margin. 
But  Arnault  is  thinking  much  fijrther 
out  than  next  year's  earnings:  The 
more  he  controls  his  own  distribu- 
tion, the  more  he  is  master  of  his 
own  fate. 

Much  like  Alexandre  de  Lur- 
Saluces  at  Chateau  d'Yquem,  DFS' 
Miller  is  refijsing  to  sell  his  stake,  but 
he  has  been  reduced  to  minority 
status. 

Speaking  of  minority  status,  lvmh 
owns  14%  of  Guinness,  the  great 
British  beer  and  booze  company. 
Arnault  voted  lvmh's  shares  against 
the  just-proposed  Guinness  merger 
with  Grand  Metropolitan  at  a  May  9 
board  meeting.  The  merger  would 
dilute  LVMH  down  to  6%  of  the  new 
company. 

Obsessed  as  he  is  about  mastering 
his  own  fate,  you  can  count  on 
Bernard  Arnault  to  make  waves.  He 
can't  stop  the  merger,  but  you  can  be 
sure  he  will  extract  some  advantage 
fi'om  it.  H 
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If  you're  a  Jack  Daniel's  drinker  we'd  like  to  hear  from  you.  How  about  dropping  us  a  line. 

JACK  DANIEL'S  WHISKEY  is  made  with 
ironfree  water  from  a  Tennessee  limestone  cave. 

In  the  Hollow  we're  never  too  hurried  to  pause 
for  a  drink  from  our  Tennessee  cave 
spring  and  give  thanks  for  its  ironfree 
water.  You  see,  since  1866  this  natural 
resource  (and  our  charcoal  mellowing 
process)  have  accounted  for  Jack 
Daniel's  uncommon  rareness.  And, 
we  believe,  for  its  uncommon 
number  of  customers  and  friends. 


SMOOTH  SIPPIN' 
TENNESSEE  WHISKEY 

Your  fncruh  at  Jack  Daniel's  remiW  yim  to  drink  ri's/)i»isiW\ 

Tennessee  Whiskey  •  40-43%  alcohol  by  volume  (80-86  proof)  •  Distilled  and  Bottled  by 
Jack  Daniel  Distillery,  Lem  Motlow,  Proprietor,  Route  1,  Lynchburg  (Fop  361),  Tennessee  37352 
Placed  in  the  National  RigistiT  of  Hislimc  Places  by  the  United  Swtes  Goveniment 


IN  I  HE  UUIbbKUUm 


Success  in  Birooklyn, 
but  not  in  D.C. 


BY  DIANE  RAUITCH 


Diane  Ravitch  is 
a  historian  and 
a  Fellow  at  the 
Manhattan  Institute 
in  New  York  City. 


TiTLK  I,  a  $7.2  billion  federal  education  pro- 
gram, was  created  in  1965  to  narrow  the  gap 
between  disadvantaged  children  and  their 
better-off  peers.  A  major  new  study,  commis- 
sioned by  Congress,  finds  that  Title  I  doesn't 
work.  The  achievement  gap  between  poor  and 
nonpoor  persists,  and  poor  kids  in  schools 
that  get  Title  I  money  don't  do  any  better 
than  poor  kids  in  schools  that  do  not  get  this 
extra  federal  money. 

This  saddest  news  is  that  Congress  doesn't 
care  that  this  Great  Society  program  doesn't 
work.  Congress  long  ago  decided  to  ignore 
results  and  treat  Tide  I  money  as  a  subsidy, 
parceled  out  by  formula  to  most  of  the 
nation's  school  districts.  Almost  every  con- 
gressman was  able  to  keep  money  flowing  to 
his  district,  even  though  the  money  wasn't 
doing  what  it  was  supposed  to  do. 

This  cynical  response  is  a  tragedy  for  poor 
children,  who  make  up  a  disproportionate 
number  of  students  who  do  not  learn  to  read, 
write  or  compute.  Their  failure  in  the  early 
grades  is  compounded  in  later  years,  virtually 
excluding  them  from  college  and  good  jobs. 

It  doesn't  have  to  be  this  way.  If  anyone 
wants  proof  that  poor  children  can  meet  the 
same  standards  as  their  peers,  visit  P.S.  161  in 
Brooklyn,  N.Y.  This  is  a  terrific  elementary 
school  that  gets  Tide  I  hands.  It  demonstrates 
conclusively  that  good  instruction  can  over- 
come social  and  economic  disadvantage. 

P.S.  161  is  in  Crown  Heights,  one  of  the 
poorest  neighborhoods  in  New  York  City. 
Among  the  nearly  1,500  children  in  this 
school,  nearly  all  are  Airican-American,  and 
95%  are  eligible  for  fi-ee  lunch  (compared  with 
37%  statewide),  which  is  the  standard  measure 
of  poverty. 

Although  the  school  has  a  demographic 
profile  that  is  supposed  to  spell  failure,  it  has 

Almost  eveiT  congressman  was  able  to 
keep  Title  I  money  flowing  to  his  dis- 
trict, even  though  the  money  wasn't 
doing  \diat  it  was  supposed  to  do. 


been  singled  out  by  the  state  and  city  educa- 
tional leadership  for  its  students'  excellent 
performance.  Consider  this:  In  schools  with  a 
similar  student  body,  only  47%  of  the  third- 
graders  met  the  state's  minimum  standard  for 
reading;  at  P.S.  161,  80%  did.  Fully  38%  of  the 
third-graders  at  P.S.  161  achieved  a  sixth- 
grade  reading  level,  which  was  significantly 
higher  than  the  28%  statewide  figure. 

In  third-grade  mathematics,  96%  of  the 
children  in  P.S.  161  reached  the  state  mini- 
mum, which  was  identical  to  the  statewide 
figure  for  all  schools.  The  story  was  the  same 
for  fifth-grade  writing,  in  which  93%  of  the 
children  in  the  school  met  the  state's  mini- 
mum standard,  compared  with  76%  in  similar 
schools  in  the  state. 

What  is  P.S.  161 's  secret.^  No  secret.  Just 
solid  basics.  At  P.S.  161  the  teaching  staff  uses 
the  same  time-tested  instructional  methods  in 
reading,  writing  and  mathematics.  No  peda- 
gogical fads.  No  inventive  spelling,  no  whole- 
language  reading,  no  guessing  at  words  in 
context.  Every  teacher  teaches  intensive  phon- 
ics, using  the  Open  Court  readers.  Most  chil- 
dren are  reading  in  kindergarten.  In  every 
classroom  children  sound  out  syllables  and 
words,  and  their  joy  in  learning  is  apparent. 

The  children  wear  uniforms:  the  girls, 
yellow  blouses  and  plaid  jumpers;  the  boys, 
yellow  shirts  and  navy  slacks.  In  every  class- 
room, the  students  are  attentive,  interested 
and  hard  at  work  and  they  actively  participate 
in  class  activities. 

It  is  fashionable  among  many  teachers  to 
claim  that  they  are  "facilitators,"  not  teachers. 
At  P.S.  161,  the  teachers  teach  the  whole  class 
(some  of  which  have  as  many  as  35  children!), 
making  sure  that  every  child  understands  the 
lesson  for  the  day.  The  principal,  Irwin  Kurz, 
has  been  at  P.S.  161  for  ten  years;  his  quiet 
leadership  proves  that  poor  kids  can  learn  as 
well  as  their  advantaged  peers  if  the  grown- 
ups know  what  they  are  doing. 

Even  one  school  like  P.S.  161  demonstrates 
that  it  is  not  poverty  but  bad  education  that  is 
responsible  for  the  failure  of  many  disadvan- 
taged youngsters.  The  tragedy  of  Tide  I  is  not 
that  it  costs  a  lot  of  money  but  that  it  was 
turned  into  a  pork  barrel  program.  The  shame 
is  that  no  one  seems  to  care.  H 
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First  we  wine  you.  Then  we  dine  you. 
Then  we  try  to  get  you  to  sleep  with  us. 


The  Prototype 


At  BMW,  we  recognize  the  powerful  temptation  that  we  pi 
in  people's  way.  That's  why  our  keys  have  been  designe 
so  that  they  transmit  a  unique  security  code  that  change 
every  time  the  key  is  turned.  With  more  than  79  billic 

For  more  informotion  cai!  1-800-334-4BMW,  visit  your  local  BMW  retailer  or  http://www.bmwusa.com  i 


The  Finished  Article 


Plrillion  possibiiities  to  choose  from,  a  thief 
lias  more  chance  of  winning  the  world's 
I 'Mggest  lottery  four  times  in  a  row  than  he 
?|ias  of  ever  figuring  out  the  key  to  our  code.  The  Ultimate  Driving  Machine® 

I  The  BMW  name  and  logo  are  registered  trademarks  ©1997  BMW  AG. 


Talk  about  revenge:  John  Drury  quit  when 
he  disagreed  with  his  old  boss'  strategy. 
He  then  went  on  to  prove  his  boss  wrong. 

Dinosaur 
and  pi'oud  of  it 


By  James  Samuelson 


John  Drury,  chairman  of  usa  Waste 
Inc.,  is  accustomed  to  insults.  He'd 
heard  it  all  while  riding  on  the  back 
of  his  dad's  garbage  trucks  as  a 
teenager  in  Minnesota  in  the  1950s. 
So  Drury  just  laughed  it  off  when  his 
boss  at  Browning-Ferris  Industries, 
William  Ruckelshaus,  called  him  a 
dinosaur  at  a  meeting  where  compa- 
ny officials  were  debating  the  future 
of  landfills. 

He's  still  laughing.  The  dinosaur  is 
walking  all  over  its  disparager. 

Drury,  a  tall,  trim  53-year-old,  is 
on  a  roll  at  rival  $1.3  billion  (sales) 
USA.  Over  the  last  two  vears  he's 
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gin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces, 
every  watch  is  still  crafted  by  hand.  The  men's 

Annual  Calendar  ref.  303')  is  the  first  self-winding  calendar 
watch  in  the  world  to  reqviire  resetting  only  once  a  year. 
And  because  oj  the  exceptional  workmanship,  each  one  is  a  itnicj 
Which  is  perhaps  why  some  people  feel  that  you 
never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 


PATEK  PHILIPPE 

GENEVE 


For  information:  Pateic  Philippe,  Dept.  104,  One  Rocl<efeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)581  0870 


The  top  three  In  trash 


Company 

Revenues 
($bil) 

Operating 
margin 

(%) 

Market 
capitalization 
($bil) 

Stock  price 
performance* 

(%) 

Waste  Management 

$9.2 

20% 

$14.8 

-13.6% 

Browning-Ferris 

5.8 

10 

5.6 

0.4 

USA  Waste 

1.3 

23 

5.4 

30.0 

*Based  on  52  weeks  ended  May  7, 

Sources:  Forbes:  analyst  reports  on  1996  financial  results. 

Bigger  doesn't  mean  better. 


acquired  or  merged  with  seven  pub- 
licly held  garbage  collection  compa- 
nies at  a  total  cost  of  $5.4  billion.  USA 
is  now  the  third-largest  garbage  com- 
pany, beliind  $9.2  billion  (sales)  Waste 
Management,  Inc.  and  his  old  compa- 
ny, $5.8  billion  bfi  {see  table). 

At  USA  earnings  per  share  were  up 
53%  last  year,  to  $1.13,  with  $1.65 
estimated  for  1997.  At  BFI  revenues 
have  doubled  since  Ruckelshaus  took 
over  in  1988,  but  operating  margins 
have  dropped  by  nearly  half,  from 
19%  to  10%,  as  compared  with  USA's 
23%.  BFI  earnings  per  share  last  year 
dropped  to  $1.36,  down  30%  from 
$1.93  the  year  before. 

You  can  explain  the  disparate 
results  by  differences  in  strategy. 

After  BFI  got  in  trouble  over  some 
highly  publicized  environmental  vio- 
lations at  one  of  its  Louisiana  haz- 
ardous waste  sites  (Forbes,  Nov.  28, 
1988),  its  stock  tanked  and  waste - 
haulers  like  BFI  came  to  be  seen  as 
one  of  the  sources  of  the  wider  haz- 
ardous waste  problem. 

Directors  opted  for  some  high- 
profile  damage  control.  They 
brought  in  Ruckelshaus,  two-time 
head  of  the  Environmental  Protec- 
tion Agency.  Ruckelshaus  brought 
with  him  a  passion  for  recycling — 
expensive  but  politically  palatable — 
and  launched  a  $400  million  iietwork 
of  recycling  centers. 

It  was  a  disastrous  diversification. 
The  company  didn't  count  on  prices 
plummeting  in  its  paper-recycling 
business.  Profit  margins  began  to 
vaporize. 

In  the  first  quarter  of  this  y?ar 
Browning  closed  22  recycling  centers 
and  sold  three.  This  on  top  of  12 
center  closings  in  1996.  Browning 


BFI's  William  (Bill)  Ruckelshaus 
Landfills  didn't  go  away. 
Wlio's  tlie  dinosaur  now? 


will  likely  close  even  more  recycling 
centers  this  year. 

Drury  watched  all  this  with  wry 
amusement.  He  had  joined  BFI  when 
it  bought  the  family  business  in  1970. 
Dismayed  at  BFl's  expansion  antics, 
he  quit  in  1990. 

He  vowed  never  to  return  to  the 
waste  business,  but  after  spending 
tiaree  years  as  an  investment  banker  at 


Houston-based  Sanders  Morris 
Mundy,  he  got  a  call  in  1994  from 
Donald  Moorehead,  then  chief  exec- 
utive at  USA  Waste. 

Would  Drury  be  interested  in  run- 
ning the  company.'  Moorehead  was 
convinced  that  the  North  American 
industry  was  ripe  for  consolidation. 
Here  was  a  chance  to  get  back  to  the 
family  business.  Here  was  a  chance  to 
show  that  he  was  right  and  Ruckels- 
haus was  wrong. 

Since  joining  Houston-based  USA 
Waste  in  May  1994,  Drury's  uncon- 
ventional, aggressive  deals — no  recy- 
cling, no  overseas  ventures — may 
have  seemed  dinosaurish  to  some 
people,  but  they  seem  to  have 
worked.  First,  in  1995,  was  Pitts- 
burgh-based Chambers  Develop- 
ment, which  had  50  collection  oper- 
ations in  eight  Atlantic  seaboard 
states. 

Chambers  was  acquired  in  June 
1995  for  $725  million  in  stock  and 
debt.  Next:  the  $525  million  pur- 
chase in  stock  and  debt  in  May  1996 
of  Torrance,  Calif.-based  Western 
Waste  ($260  million  revenues),  with 
operations  in  California,  Florida, 
Colorado,  Texas,  Louisiana  and 
Arkansas. 

The  deal  put  USA  into  the  southern 
California  market  and  was  a  thumb  in 
the  eye  to  Ruckelshaus,  who  had 
tried  to  buy  the  firm  two  years 
before.  "It  made  the  industry  wake 
up  and  say,  'Okay,  these  guys  truly 
are  the  consolidator  of  the  industry',' " 
Drury  says. 

In  late  April  USA  announced  it 
would  buy  Greenwich,  Conn. -based 
United  Waste  Systems  (Forbes,  Apr. 
8,  1996),  for  $1.9  bilHon  in  stock 
and  debt. 

Of  course,  Drury  can't  sustain  this 
revenue  growth  forex'er.  E\'en  he  con- 
cedes that  growth  will  slow  to  25%  in 
the  next  three  years.  The  stock 
dipped  three  points  aft:er  the  United 
Waste  announcement,  from  35  to  32. 
Recent  price,  34X. 

Now  Drury  must  show  that  his 
dinosaur  can  grow  internally,  as  well 
as  by  acquisition.  If  he  can,  he  may 
end  up  with  a  big  success  in  an 
industry  where  the  two  biggest 
players,  bfi  and  Waste  Manage- 
ment, have  been  perennial  under- 
performers.  H 
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The  Macanudo  Ash 

The  ash  ahvays  lolls  you  ,if  a  cigar  is  \vc41- 
constnicred.  And  the  longer,  finer  and  more 
e\  en  the  ash  is,  tlie  finer  the  lea\'es  are  and 
the  longer  they  have  been  aged.  With  that  in 
mind.  Macanndo  is  the  only  cigar-maker  that 
still  spends  the  tiu\e  and  eflbn  it  takes  to 
age  its  Connecticut  Shade  wrapper  leaves  a 
second  time.  Just  tts  the  Cuban  cigar-makers 
..used  to.do  decades  ago..  - 


Fof  Cigar  News  and  Features,  \isit  http://cigar\\  orld.com  on  the  Internet. 


MACANUDa 

True  Cigar  Taste 


Their  revenues  may  be  different,  but  their  dreams  are  much  the  same. 


One  is  an  $18.1  billion  enterprise  computing  solutions  company.  One  is  a  $160  million 


software  company.  Both  turned  to  SAP's  R/3  software  for  help  handling  their  business 


volume.  With  R/3,  Compaq  was  able  to  cut  inventory  from  $2.2  billion  to 


L$1.2  billion,  even  as  revenues  increased  by  23%.  R/3  allowed 


INTERSOLV  to  get  real-time  information  to  their  salespeople 


and  dramatically  improve  customer  satisfaction. 


With  SAP,  the  size  of  a  dream  isn't  limited 


by  the  size  of  a  company.  For 


more  information,  call 


1-800-283- 


ISAP. 


A  Better  Return  On  Information'! 


On  Aug.  1  the  balance  of  power  in  the 
oil  business  will  shift  dramatically.  A  $2.2 
billion  joint  venture  between  DuPont's 
Conoco  unit  and  the  Venezuelan  state  oil 
company,  Petroleos  de  Venezuela,  will 
start  sinking  the  first  of  500  oil  wells  into 
the  grassy  plain  just  north  of  Venezuela's 
Orinoco  River.  There,  the  partners  think, 
lie  up  to  2  billion  barrels  of  low-quality 
crude.  They  will  pipe  the  oil  125  miles 
north  to  the  Caribbean  port  of  Jose  for 
sale  to  refiners,  mainly  in  the  U.S. 

What's  2  billion  bbl.  in  a  world  that 
burns  that  much  in  less  than  a  month.^ 
Simply  that  it  is  only  part  of  a  steady 
string  of  new  finds  close  to  the 
U.S.,  in  Colombia  and  Mexico, 
and   in   the   U.S.   Gulf  of 


Mexico.  "Depending  on  how  much  oil 
there  is,  it  could  stop  all  imports  from 
the  Middle  East  to  diis  hemisphere,"  says 
Thomas  Manning  of  Houston-based  oil 
consultants  Purvin  &  Gertz. 

Venezuela's  Orinoco  Oil  Belt  is  a  270- 
billion- barrel  trove  that  rivals  Saudi 
Arabia's  262  biUion  bbl.  of  reserves. 
Oilmen  have  drooled  over  the  Orinoco 
reserves  for  decades,  but  the  structure's 
crude  resembles  liquid  coal  in  densit\'  and 
composition.  Recently,  new  drilling  tech- 
nology has  made  it  economically  possible 
to  extract  and  use  this  gooey  crude.  For 
example,  newly  designed  submersible 
pumps  installed  at  the  bottom  of  Orinoco 
wells  will  help  push  die  sluggish  stuff  out 
of  the  ground. 


Venezuela's  72.6-billion-barrcl 
reserve  of  higher-quality  oil  now 
places  the  Caribbean  nation  fifth 
among  oil  and  refined  product 
exporters,  behind  Saudi  Arabia, 
Norway,  Iran  and  the  former  Soviet 
Union.  But  tapping  the  heavy  stuff 
will  help  swell  VenezAiela's  output 
from  just  over  3  million  bbl.  a  day 
last  year  to  5.5  million  a  day  in  2006. 
Within  a  decade  Venezuela  could 
leap   into   second   place  among 


exporters,  with  exports  of  1.8  billion 
bbl;  versus  Saudi  Arabia's  3  billion 
bbl.  a  year. 

Behind  this  prospective  tectonic 
shift  in  oil  power  is  a  University  of 
Tulsa-traincd  petroleum  engineer 
named  Luis  Giusti.  Urbane  and  artic- 
ulate, Giusti,  a  30-year  veteran  of  the 
petroleum  industry,  heads  Petroleos 
de  Venezuela,  Venezuela's  state- 
owned  oil  company.  If  Petroleos  de 
Venezuela  were  private,  its  $34  bil- 


lion in  1996  revenues  would  place  it 
seventh  among  the  majors;  its  huge 
profits  fiand  most  of  Venezuela's  wel- 
fare state,  to  the  tune  of  $8  billion  a 
year.  Great  for  the  local  pols  who 
could  pass  out  good  things  to  the 
voters,  but  lousy  for  the  oil  company, 
which  had  to  restrict  capital  spending 
to  pay  the  government. 

That  didn't  leave  much  to  tievelop 
Orinoco  oil.  In  1995  Giusti  persuad 
ed  Venezuela's  legislators  to  permit 


Millions  of  barrels  a  day 
0  1 


Top  exporting  countries 
Saudi  Arabia 

Norway 

Former  Soviet  Union 


Venezuela 
United  Kingdom 
United  Arab  Emirates 
Kuwait 


Who's  where  in  oildom 

Venezuela's  oil  reserves  appear  to  be  a  fraction 
of  Saudi  Arabia's.  But  Venezuela  is  only  now 
starting  to  tap  its  massive  Orinoco  Oil  Belt. 
Those  reserves  will  swell  Venezuela's  total  to 
343  billion  barrels  and  could  help  make 
Venezuela  the  second-largest  exporter. 


Billions  of  barrels 


Source:  Arthur  Andersen/ 

Cambridge  Energy  Research  Associates. 
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make  a  wise  move. 


7-day  average  yields  as  of  4/29/97. 

#1  yielding 
money  marl<et  fund. 


jOur  yield  currently  ranks  #1  of  228  general  money 
'  market  funds  according  to  IBC  Financial  Data  for 

the  7-day  period  ended  4/29/97.  So,  for  a  highly 
|!  competitive  return  from  a  money  market  fund 
ll keenly  focused  on  holding  expenses  to  a  minimum, 

follow  the  smart  money  to  Zurich  YieldWise.  You 

can  also  rest  easy,  knowing  your  money  is  being 


managed  by  Chicago-based  Zurich  Kemper 
Investments,  who  helped  pioneer  money  market 
funds  over  20  years  ago. 

100%  No-Load  •  $25,000  minimum 

For  the  current  yield  and  a  free  YieldWise  Fact  Kit  with 
prospectus,  call  toll  free  1-888-523-4144  ext.  330. 


i'-'lci  shown  is  the  average  annualized  net  investment  income  per  share.  The  advisor  is  waiving  management  fees  of  .50%  and  absorbing  expenses  of 
%.  Otherwise,  the  yields  would  have  been  5.12%  and  5.29%  respectively.  Money  funds  are  neither  insured  nor  guaranteed  by  the  U.S.  Government, 
"le  is  no  assurance  that  a  fund  will  maintain  a  $1  share  value.  Yield  fluctuates.  Past  performance  is  no  guarantee  of  future  results.  For  more  complete 

iformation,  including  management  fees  and  expenses,  call  Zurich  Kemper  Distributors,  Inc.  at  the  number  below  for  a  free  prospectus  kit.  Please  read  it 
'■fully  before  you  invest  or  send  money.  1030310 


1-888-523-4144  ext.  330 
A/ww.zu  riclifunds.com/yieldwise 


1 25  years  of  history,  managing 
over  $150  billion  globally. 


ZURICH 


Get  comfortable  wherever  you  sit. 
Grand  Caravan  offers  separate 
climate  controls  for 
front  and  rear 
passengers 


We 've  made  adjustments 
for  everyone.  The  front 
passenger  seat,  for  instance, 
adjusts  a  full  8". 


When  we  redesigned  Caravan 
we  rounded  the  comers  for  a  more 
aerodynamic  shape,  and  still 
found  a  way  to  get 
32  more  cubic  feet 
of  room  inside. 


An  optional  locking  storage 
drawer  under  the  front 
passenger  seat  lets  you 

keep  valuables  out  of  sight. 


Feel  free  to  reaq 


It's  so  easy  to  deploy 
the  wheels  on  our  rear 
benches,  you  can  do  it 
with  one  hand  tied 
behind  your  back. 


The  wheels  on  our  Eai 
Out  Roller  Seats™  po, 
down  like  landing  gea 


Suit  yourself ...  seat 
yourself.  Caravan 
comes  in  two  sizes, 
to  fit  families 
sizes. 


In  our  Deluxe  Seating 
ckage,  the  middle  bench 
nes  36°  and  the  rear  bench 
ost  all  the  way  back.  And 
ill  seats  are  fine-tuned 
to  minimize  fatigue. 


inge  the  fomiture 


Our  single  buckle  system 
makes  our  available  integrated 
child  safety  seats  more 
convenient  for  parents. 


We  've  provided  up  to 
14  places  to  set  a  cup 
of  coffee,  a  can  of  pop, 

a  juice  box  or  even 
a  Big  Gulf. 


'  mnie  information,  call  1-800-4  A  DODGE 

-  <tir  Web  site  at  http://www.4adodge.com 

'p  n  a  registered  trademark  of  The  Southland  Corporation- 


Caravan     The  New  Dodge 


foreign  investment  in  the  local  indus- 
try two  decades  after  the  pols  kicked 
the  foreigners  out.  Giusti:  "People 
say,  'How  can  you  kick  the  oil  indus- 
try out  and  20  years  later  invite  it 
back  in?'  But  it's  the  only  way  to  cat- 
apult Venezuela  into  economic 
growth." 

Giusti  has  agreed  to  four  Orinoco 
joint  ventures — ^widi  Conoco,  Mobil, 
Arco  and  France's  Total — for  $13  bil- 
lion for  wells,  pipelines  and  upgrad- 
ing facilities.  Two  more  deals,  with 
Exxon  and  Coastal  Corp.,  are  in  the 
works  for  $4  billion  more.  Giusd  pre- 
dicts that  another  $  1 0  billion  or  so  is 
coming  in  other  oil  deals. 

The  gooey  oil  will  cost  $6  to  $8  a 
bbl.  to  extract,  transport  and  up- 
grade, and  would  sell  in  today's 
market  for  about  $15/bbl.  High- 
quality  Texas  or  Louisiana  oil  fetches 
$20/bbl.,  but  the  margin  between 
die  oil's  extraction  cost  and  its  market 
price  is  sufficientiy  wide  to  lure  lots  of 
investment  money. 

As  a  sop  to  Venezuelan  chauvin- 
ism, the  deals  provide  that  after  35 
years  the  private  partners'  stakes  in 
Venezuela's  fields  will  revert  to  100% 
Venezuela  ownership.  But 
Venezuela's  legislature  halved  the 
usual  oil  income  tax  rate  (to  34%) — 


Drilling  for  oil  on 
the  Orinoco  plain 
Conoco,  Mobil, 
Arco  and 
France's  Total 
will  extract 
billions 
of  barrels  of 
Orinoco  Belt  oil. 


Caribbean  Sea 


COLOMBIA 


and  is  considering  slashing  its  oil  roy- 
alty rate  as  well  on  a  case-by-case 
basis,  from  16.6%  now  to  as  little  as 
1%,  to  attract  foreign  capital.  Says 
Robert  Trunek,  who  oversees  Arco's 
business  in  Venezuela:  "The  eco- 
nomic returns  we  can  get  on  upgrad- 
ed Orinoco  oil  are  competitive  with 
returns  in  the  rest  of  the  world." 

Petroleos  de  Venezuela's  2.4  mil- 
lion bbl. /day  refining  capacity 
already  makes  it  the  biggest  refiner  in 
North  and  South  America,  according 
to  a  recent  ranking  by  Price  Water- 
house  and  Petroleum  Intelligence 
Weekly.  Its  refining  stature  will  grow 
under  terms  of  the  $2.5  billion 
Petr61eos  de  Venezuela-Mobil  deal. 
The  partners  will  ship  100,000 
bbl. /day  of  Orinoco  oil  to  Mobil's 
Chalmette,  La.  refinery,  in  which 
Venezuela  will  buy  a  50%  interest. 

There's  more:  Giusti  is  dickering 
with  Amerada  Hess  about  buving 
50%  of  the  latter's  250,000  bbl./day 
\Trgin  Islands  refinery.  In  April  he 
agreed  to  pay  $250  million  for 
Unocal's  50%  of  their  jointly  owned 
U.S.  refining  and  marketing  venture. 

Petroleos  de 
Venezuela  already 
owns  the  Citgo 
gasoline  chain  in 
the  U.S. 

"As  we  increase 
production,  we 
have  to  increase 
our  refining 
capacity,"  Giusti 
explains.  "That 
way,  we  can  be 


Orinoco 
Belt 


Valenda  *CaraCas 


PueTto 
•  Ordfe':i 


Ciudad  Bolivar 


>  BRA2IL\  / 


Petroleos  de  Venezuela  President  Luis  Giusti 
He  may  well  be  driving  the  final  nails 
into  OPEC's  coffin. 


more  certain  that  there's  a  niche  for 
our  oil." 

None  of  this  expansion  is  welcome 
news  for  OPEC.  Although  it  was  a 
founding  member  of  OPEC,  Venezuela 
has  been  flouting  the  organization's 
production  quota  bv  roughlv 
800,000  bbl./day.  Now  the  prospect 
is  that  it  will  flood  out  even  more 
unauthorized  oil. 

Back  in  1985  Saudi  oil  minister 
Sheikh  Ahmed  Zaki  Yamani  punished 
quota-breakers  and  recaptured 
market  share  by  flooding  the  world 
with  low-cost  crude.  Might  the 
Saudis  take  similar  action  against 
Venezuela  in  the  near  fijture? 

"That's  the  $64  billion  question," 
replies  Leonidas  Drollas,  deputy 
director  of  London's  Centre  for 
Global  Energ)'  Studies,  whose  chair- 
man is  Sheikh  Yamani.  "Saudi  Arabia 
is  quite  irritated  by  Venezuela's  over- 
production. If  oil  prices  fall  sharply,  it 
could  open  the  taps  to  show  the 
Venezuelans  they've  gone  too  far." 
Hence  the  need  for  insurance:  When 
oU  prices  fall,  refiners'  margins  widen. 

But  the  Orinoco's  opening  is  good 
news  for  the  U.S.,  which  still  imports 
34%  of  its  oil  from  the  Middle  East 
and  Africa.  "There  is  no  fundamen- 
talist Islamic  movement  in  Vene- 
zuela," says  Michael  May,  an  analyst 
at  Washington,  D.C.'s  Center  for 
Strategic  and  International  Studies, 
"and  its  neighbor  is  not  Iraq."  H 
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lailor, 
fiiat  goes 


Softly-shaped  cotton 
shoulder  pads 

Not  synthetic  foam  pads; 
not  bulky,  or  squared  off  like 
a  linebacker,  either. 


Hand-drawn 
bridle  in  lapel 

A  length  of  tape  that 
puts  graceful  roll 

in  lapel;  some  makers 
Just  steam 
theirs  into  shape. 


Canvas  and 
:otton  chest  piece 

Gives  "body" to  chest. 
Some  makers  use 
stiff,  non-woven 
material,  glue  it  in. 
Ours  is  sewn 
in  place -lighter, 
more  flexible. 


Zig-zag  stitch 
at  bottom 

Helps  shape  bottom 
edge;  many  coat  makers 
rely  on  pressing  alone 


Body  and  sleeves 
mlly  lined 

100%  rayon  body  lining. 

Smoother  than 
linings  some  makers  use, 
feels  better  on  you. 


Sleeve  IV2"  wider 
than  armhole 

Our  tailor 
neatly  "gathers"  end 
of  sleeve  to  sculpt 
shoulder;  extra 
fabric  allows  free 
arm  movement. 


Two  inside 
chest  pockets 

One  with  a  buttoned 
secu  rity  flap.  Also, 
a  small  "miscellany" 

pocket  for 
keys  or  whatever. 


100%  worsted  wool 

A  traditional, 
plainweave 
fabric,  comfortable 
year-round. 


When  most  men  look  at  a  Lands'  End^  Blazer,  all 
they  see  is  the  obvious.  It's  classically  styled  -  from  the 
natural  cut  of  the  shoulders,  to  the  rear  center  vent 

But  if  s  what  you  can't  see  that  really  sets  our  Blazer 
apart  Something  like  185  tailoring  steps  go  into  it  -  all 
calculated  to  make  it  feel  roomy,  drape  elegantiy  and 
wear  uncommonly  well. 

A  jacket  like  this  could  easily  set  you  back  $185  to 
$250-  maybe  morv.  But  at  Lands'  End,  it's  only  $155. 

And  fhaf  s  a  greai  price  -  as  any  tailor  will  tell  you. 


For  our  free  catalog,  call  anj^time 

^  1-800-356-4444 


Please  mention  ad  [vq] 


Name- 


Address  - 

City  

Phone  i_ 


Apt. 


State. 


Zip- 


Day/NlKliI  f'c/rr/?  one) 


Mail  to:  1  l^ands'  End  Lane,  Dodgevilie.WI  53595 
http://www.landsend.com/catalogsA'q 


©1997 iMnds' End.  Inc. 


When  you  ooh  and  aah 
you  can  thank  Panavisif^,^ 


Behind 


is- 
c  it 
cat- 
mic 


By  Lisa  Gubernick 


oco 
bil, 

The  summer  blockbusters  that  c  jil- 
$1.5  billion  to  produce  are  upon  \d- 
Steven  Spielberg's  stampediiith 
dinosaurs,  James  Cameron's  founder- 
ing Titanic^  Joel  Schumacher's 
Batman  again  taking  flight.  And 
tliere's  more. 

Wliat  you  won't  notice  amidst  the 
glitter  and  glamour  of  these  high- 
stakes  films  is  the  low-profile  com- 
pany that  quite  literally  made  them 
all.  Every  one  of  them  was  filmed  by 
a  camera  manufactured  and  owned 
by  Panavision,  a  smallish  (1996  rev- 


ToiTsTTtliiTras  filnrVU%  of 
all  Hollywood  movies.  The  company 
gets  the  business  because  its  presi- 
dent, John  Farrand,  52,  and  chair- 
man, William  Scott,  63,  understand 
that  to  win  customers  they  have  to  do 
more  than  run  an  efficient  assembly 
line.  They  have  to  provide  service. 
Panavision  coddles  its  customers.  Its 
biggest  competitors — Austria's 
Moviecam  and  Germany's  Arriflex — 
sell  their  cameras  to  rental  agents. 


vision  leases  its  cameras  through 
wn  agents.  These  agents  are  the 
between  the  directors  and  cine- 
tographers  who  use  its  stuff  and 
140  technicians  on  Panavision's 
0,000-square-foot  factory  floor. 
These  cameras  are  the  Ferraris  of 
ur  business,"  says  Marty  Katz,  a 
roducer  who  just  finished  filming 
titanic.  For  Titanic^  Panavision's 
engineers  came  up  with  a  camera  that 
could  be  used  12,000  feet  underwa- 
ter. For  Oliver  Stone's  /F/C,  Panavi- 
sion created  a  system  for  mounting 
cameras  on  the  hoods  of  cars  and 
trucks. 

The  coddling  pays  off.  A  typical 
deal  for  a  big-budget  action  film 
includes  8  to  10  cameras  and  30  to 
40  lenses,  plus  accessories  such  as 
video  cameras  and  radio-operated 
focusing  devices.  Cost:  about 
$600,000,  of  which  some  $150,000 
drops  right  into  pretax  earnings. 


Panavision  President  John  Farrand  (left)  and  Chairman  William  Scott 

"The  highest-paying  customer  generally  gets  the  worst  deal— but  don't  print  that. 
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STAR 


G  A  ZE  R  S 


HELPING     IMPROVE.    YOUR    BUSINESS  PERFORMANCE 


M/KArthvr 

Andersen 


At  Arthur  Andersen,  our  business  is  helping  you  to  improve  your  business. 
With  dedicated  professionals  drawn  from  many  disciplines  and  our 
Global  Best  Practices"  knowledge  base,  we  work  with  you  to  develop 

THE  vision  for  YOUR  COMPANY  THAT  WILL  BEST  DELIVER  STELLAR  RESULTS. 
We  CALL  THIS  VISION  BUSINESS  PERFORMANCE  IMPROVEMENT 


http://iininv.arthunmdersen.com 
©1997  ArOtur  Andersen.  All  Rights  Reserved 
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Farrand  works  hard  to  stroke 
younger  filnimalcers,  providing  small- 
er packages  of  equipment  at  steep  dis- 
counts. He  figures  these  people  will 
be  the  blockbuster- makers  of  the 
future. 

In  1977 — when  he  was  a  mere 
actor — Danny  DeVito  got  a  free 
camera  from  Panavision  to  film  a 
short  feature  called  Mine.Urone.  When 
it  came  time  for  Throw  Momma  from 
the  Train  in  1987,  DeVito  had  a 
camera  budget  of  $100,000.  Guess 
who  got  the  business?  Jokes  Farrand: 
"The  highest-paying  customer  gener- 
ally gets  the  worst  deal — but  don't 
print  that." 

Panavision  was  founded  in  1954  by 
Robert  Gottschalk,  a  Los  Angeles 
camera  store  owner  with  a  penchant 
for  gadgets.  Gottschalk  developed  a 
camera  lens  that  eliminated  distortion 
in  wide-screen  motion  picture 
images.  He  sold  it  in  1967  to  Kinney 
Corp.,  which  ultimately  evolved  into 
Time  Warner,  and  then  went  to  work 
for  that  company — where  he  came  up 
with  his  next  major  innovation,  the 
Panaflex  camera. 

At  less  than  30  pounds,  it  was  one- 
fifth  the  weight  of  previous  cameras 
and  consequently  more  mobile. 
Gottschalk  died  in  1982,  and  Pana- 
vision ended  up  passing  through  a 
series  of  owners. 

After  a  near-disastrous  leveraged 
buyout.  New  York  fund  manager 
Warburg  Pincus  Capital  Co.  took 
control  in  1988,  after  injecting  $60 
million  to  keep  the  company  afloat. 
But  Panavision  was  still  financially 
strapped  and  camera  production 
dropped  to  15  cameras  a  year,  from 
25  in  1988. 

Last  November  Warburg  Pmcus 
launched  a  $69  million  public  offer- 
ing for  20%  of  the  company.  The  pro- 
ceeds paid  down  debt.  Annual  inter- 
est expense  was  cut  nearly  in  half,  to 
$3.9  million. 

As  a  result  of  that  (and  an  increase 
in  business),  analysts  expect  Panavi- 
sion's  earnings  to  jump  to  $18  mil- 
Uon — 94  cents  a  share — this  year, 
from  $13  million  last  year,  on  a  12% 
increase  in  sales,  to  $141  ivi  'Hon. 

Panavision  has  boosted  camera 
production  this  year  to  about  80.  The 
stock  still  trades  at  about  its  offering 
price  of  $17  a  share.  HB 


Started  by  an  eccentric  singer, 

financed  by  that  famous  crook  Robert  Maxwell, 

Nimbus  CD  is  nonetlieless  tliriving. 

Sweet  music 


By  Peter  Spiegel 

Standing  on  the  veranda  of  the 
converted  18th-century  Virginia 
manor  house  that  serves  as  his  head- 
quarters, Lyndon  Faulkner  talks  of  his 
old  boss,  British  publishing  magnate 


and  fraudster  Robert  Maxwell.  The 
eccentric  Maxwell  once  dictated  that 
no  one  under  40  would  ever  head  one 
of  his  companies. 

Faulkner  grins.  Nimbus  CD  Inter- 


Ninibus  Chief  Executive  Lyndon  Faulkner  with  his  company's  bread  and  butter 
Maxwell  wouldn't  have  let  him  take  the  helm  for  four  more  years. 
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One  Bank  Worldwide.  One  Brand  Worldwide. 


UBS 

Union  Bank  of  Switzerland 


The  introduction  of  the  single  worldwide  brand,  UBS,  underscores  our  commitment 
to  providing  clients  with  the  best  integrated  financial  services  on  a  global  scale. 
Wherever  you  do  business,  we  have  a  world  of  expertise  at  UBS  ready  to  work  for  you. 


Here  Today.  Here  Tomorrow. 


UBS 

Union  Bank  of  Switzerland 


nning  t 


Other  exemplars  of  Europe's  automotive  elite  may  announce  that  you've  arrived.  One  states,  unequivocally,  that  slowin 
aluminum  space  frame,  an  aluminum  alloy  body  and  a  choice  of  quattro*  all-wheel  drive  or  FrontTrak"'  front-wheel  driv( 

humans,  perform  better  after  they've  shed  excess  pounds.  Lighter,  stronger,  nimbler  than  the  tired  dinosaurs  it  surpasse 
luxuiy  fully  complemented  by  its  full-sized  styling  and  impressive  five-adult  interior.  The  Audi  A8:  Elegance  without  arroganc 


Call  1-800  FOR-AUDI  ■  -  ,  ••  ■  -  about  the  Audi  A8  and  a  dealer  near  you  or  visit  us  at  http://www.audi.com.  "Audi,"  "quattro"  and  the  fci 


./ 


rougb^your  veins. 
WMot emb 


[own  is  not  on  the  agenda.  Introducing  the  V8  powered,  road-swallowing  Audi  .  With  the  world's  first 

S.udi  -  with  Alcoa,  our  partner  in  this  visionary  leap  -  proves  a  point  that  somehow  eludes  others.  Luxury  sedans,  like 

he  A8  delivers  up  to  300  non  gas-guzzling  horses  through  a  "thinking"  automatic  transmission.  A  performance 


ixcellence  without  excess.  Class  without  mass.  Time,  in  other  words,  to  see  your  Audi  dealer. 


Audi 


ngs  emblem  are  registered  trademarks  of  Audi  AG.  "A8"  and  "FrontTrak"  are  trademarks  of  Audi  AG.  ©1997  Audi  of  America,  Inc. 
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national,  a  remnant  of  the  Maxwell 
empire,  has  been  headed  by  Faulkner 
for  five  years.  Faulkner  is  36.  Though 
still  small  (estimated  1997  revenues, 
$132  million),  Nimbus  is  poised  to 
become  a  major  player  in  the  next 
great  consumer  electronics  rollout, 
the  digital  video  disc  (dvd).  These  CD 
look-alikes  will  eventually  hold  28 
times  tlie  capacity  of  today's  CDs. 

Nimbus  was  founded  by  Numa 
Labinsky,  a  Franco- Russian  count  and 


neering  system  for  mastering  and 
manufacturing  CDs  when  CD  technol- 
ogy was  unveiled  in  1982.  But  CDs 
were  a  drop  in  the  recording  industry 
ocean;  Sales  were  $3  million  in  1985. 
Labinsky  was  taking  the  money  made 
in  the  CD  business  and  pumping  it  into 
his  record  label.  "Flis  and  liis  partners' 
great  interest  was  in  classical  music, 
and  they  were  quite  happy  to  bleed 
everything  else  dry  to  get  better  clas- 
sical records,"  says  Laister.  In  1987, 


Newly  minted  CDs  in  Nimbus'  Charlottesville,  Va.  plant 

Ready  for  the  next  great  consumer  electronics  rollout:  digital  video  discs. 


sometime  classical  music  singer. 
Labinsk)'  and  two  partners  started  it  as 
a  record  label  and  recording  outfit  on 
his  estate  in  Monmouth,  Wales,  at  first 
to  record  Labinsky.  By  1977  they  had 
built  a  factory  to  produce  records. 

"Labinsky  decided  that  the  ordi- 
nary pressing  of  vinyl  records  wasn't 
good  enough  for  liis  voice,"  says  Peter 
Laister,  who  served  as  Nimbus'  chair- 
man in  the  late  1980s.  "Numa  always 
wanted  perfection;  he  drove  every- 
body to  achieve  perfection  and  nearly 
drove  them  mad  doing  it." 

Labinsky  went  on  to  develop  a  pio- 


though  sales  had  grown  to  $43  mil- 
lion, the  company  lost  $8  million. 

The  company's  board  of  directors 
began  to  worry  about  Labinsky's 
profligate  ways  and  brought  on  Lais- 
ter, an  engineer  who  had  chaired  the 
British  recording  outfit  Thorn  EMI,  to 
run  the  company.  Nimbus  desperate- 
ly needed  capital.  Robert  MaxweU  had 
previously  tried  to  hire  Laister.  Would 
Maxwell  be  willing  to  put  money  in.' 
They  struck  a  deal:  Maxwell  got  75% 
of  the  still-private  firm,  putting  in  cash 
and  assuming  debt.  By  1991  the  com- 
pany was  profitable. 


"It  was  then  that  Max^well  got  lost 
off  the  boat,"  deadpans  Faulkner. 
With  Maxwell's  death  in  November 
1991,  Laister  struggled  to  keep 
Nimbus  independent,  though  it 
didn't  lack  for  prospective  buyers.  In 
1992  Donaldson,  Lufkin  &  Jenrette 
bought  almost  90%  of  the  company 
for  $13.5  million  in  cash.  Manage- 
ment got  the  other  10%.  Labinsky? 
He  got  to  keep  the  classical  music. 
"We  were  happy  to  let  him  keep  his 
label,"  says  Thompson  Dean,  manag- 
ing partner  of  DLJ  Merchant  Banking 
Partners.  The  company  was  reincor- 
porated in  the  U.S.,  and  Faulkner  was 
made  chief  executive.  DLj  pumped 
money  in.  The  CD-ROM  business,  tiny 
when  Nimbus  entered  in  1986,  began 
to  boom.  In  1992  only  25  million  CD- 
ROMs  were  sold  in  the  U.S.  and 
Europe.  Last  year  that  number  topped 
a  half- billion. 

DVDS  can  hold  a  feature-length  film 
with  Digital  Surround  Sound,  letter- 
boxing  and  subtitles.  DVD  titles  were 
unveiled  in  seven  U.S.  cities  in  April; 
players  are  priced  as  low  as  $499. 

In  March  1995  DLj  cashed  out.  A 
group  headed  by  Menlo  Park,  Calif, 
venture  capitalist  McCown  De  Leeuw 
&  Co.  bought  approximately  80%  of 
the  company,  paying  dli  $69  million 
for  most  of  its  share.  That  was  nearly 
five  times  what  DLJ  paid,  and  the  mer- 
chant bankers  still  owned  14%.  To  pay 
down  debt  incurred  in  Nimbus'  move 
into  DVDS,  in  October  1995  the  new 
owners  sold  30%  of  the  company  to 
the  public  for  $41.6  milfion.  It's  just 
the  second  manufacturer  able  to  com- 
mercially produce  dvds  on  a  large  scale 
in  the  U.S.  Time  Warner,  co-inventor 
of  the  technology,  was  first. 

Of  the  six  major  Hollywood  stu- 
dios, only  Time  Warner  and  Sony  are 
expected  to  press  their  own  DVDs. 
Nimbus  hopes  that  Disney,  Fox,  Uni- 
versal and  Columbia  will  buy  from  it. 

Is  Nimbus'  stock  booming? 
Nasdaq-traded,  it  sells  at  10%,  a  45% 
increase  over  its  IPO  price  of  7  and  at 
23  times  expected  1997  earnings.  The 
stock  has  been  trading  at  the  same 
price  it  was  a  year  ago:  A  boom  in 
DVDs  is  a  good  three  years  away  and 
price  drops  for  CDs — 11%  last  year — 
squeeze  Nimbus'  earnings.  But 
Lyndon  Faulkner,  being  on  the  sunny 
side  of  40,  can  afford  to  wait.  Hi 
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Siebe  power 

controls  allow  the 

Japanese  to 
talk  at  218  miles 


per  hour. 


At  work  in  every  corner  of  the  world  there's  an 
engineering  company  called  Siebe.  In  Japan,  the 
Bullet  train  telephones  run  on  our  power  control 
systems,  keeping  passengers  talking  at  top  speed. 


r 


"N®    Elsewhere,  our  innovations  stretch  from  appliance 
'     controls  to  automated  factories  and  from  air 
compressors  to  safety  equipment.  And  we're 
always  in  the  most  important  place  of  all.  The  lead. 


SIEBE  THE  ENGINEER.  HERE,  THERE  AND  EVERYWHERE. 

Siebe  pic,  Saxon  House.  2-4  Victoria  Street. Windsor.  Berl<shire  SL4  lEN,  England.  Tel. +44  1753  855411.  Siebe  inc.  33  Connmercial  Street.  Foxboro,  MA  02035  USA. Tel.  l-888-FOXBORO. 
For  infornnation  regarding  the  ADR  Program  call  Bankers  Trust  Company  as  Depositary  on  1-800-735-7777, 


Want  to  bet  on  Brazil? 

Steelmaker  Companhia  Siderurgica  Nacional 
has  a  lot  going  for  it. 

Resurgent  Brazil 


By  Kerry  A.  Dolan 

Early  last  month,  after  weeks  of 
street  demonstrations  and  court- 
ordered  delays,  Brazil's  Companhia 
Siderurgica  Nacional  took  a  giant  step 
into  the  ranks  of  the 
world's  biggest  steel- 
makers. The  Brazilian 
government  declared 


CSN  the  winner  of  the  privatization 
auction  for  Companhia  Vale  do  Rio 
Doce  (cvrd),  Latin  America's  largest 
natural  resource  conglomerate  and 
the  largest  iron  ore 
producer  in  the 
world.  In  a  consor- 
tium headed  by  CSN 


and  financed  in  part  by  Charlotte, 
N.C. -based  NationsBank,  the  Brazil- 
ian steel  giant  paid  $3.1  billion  for 
42%  voting  control. 

This  is  a  remarkable  reversal  of 
fortune  for  csN.  A  ward  of  the  Brazil- 
ian government  until  1993,  CSN 
employed  18,200  workers  to  produce 


The  CSN  steel  mill  in  Volta  Redonda,  85  miies  northwest  of  Rio  de  Janeiro 

Once  privatized,  CSN  still  suffered  frcm  decades  of  neglect.  An  up-and-coming  industrialist  is  providing  the  needed  capital. 
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What  can  we 
do  to  get 
your  attention? 


We're  speeding  things  up  at  CSX.  what  we're  doing  for  this  $10.5  billion  global  freight  transportation  company,  we  can 
do  for  you.  Revolutionizing  customer  service  with  intranets  and  extranets  based  on  Sun's  Java™  Computing.  Says  CSX  Technology's 
President  John  Andrews:  "In  transportation,  information  has  become  the  difference  between  breaking  away  or  falling  behind." 
So  they  made  the  break  from  expensive,  PC-based  alternatives,  saving  up  to  70%  initially,  and  another  www.sun.com 
$5  million  annually,  with  JavaStation™  network  computers  instead.  Now  a  whole  raft  of  services  are 

being  handled  much  more  efficiently  -  from  shipment  tracking  and  fleet  management  to  e-mail.  Keeping  ^^^^  ^^tJI/l^ 
CSX  where  they  always  want  to  be.  Ahead  of  the  competition.  THE  NETWORK  IS  THE  COMPUTERS"  microsystems 

©  1997  Sun  Microsystems,  iic.  Ail  nt)hts  reserved.  Sun,  Sun  Microsystems,  the  Sun  Logo,  Java.  JsvaStation  and  The  Network  Is  The  Computer  are  trsdemarlcs  or  registered  trademarks  of 

Sun  Mierosystems,  Inc.  in  the  United  States  and  other  countries.  .  '  ' 


It  made  us  a  world  leader 

It  helps  you  anticipate 
your  own  future. 


AXA  is  a  world  leader  in  insurance  and 
investment,  with  $450  billion  in  assets  under 
management  and  business  operations  in 
more  than  50  countries.  Here  in  the  US, 
where  we  manage  $230  billion  in  assets,  we 
have  been  serving  clients  for  over  137  years. 
You  know  us  as  Equitable,  Alliance  Capital 
and  Donaldson,  Lufkin  &  Jenrette.  The  breadth 
of  our  experience  gives  us  the  knowledge 
and  vision  to  spot  opportunities.  It  helps  us 
design  innovative  insurance  and  investment 
solutions  that  meet  your  financial  goals. 
That's  why,  more  than  ever,  we  can  say: 

Go  ahead  you  can  rely  on  us 


INSURANCE  &  INVESTMENT 
WITH  OUR  US  MEMBER,  EQUITABLE  COMPANIES 

Please  visit  our  Web  site :  http://www.axa.com 


3  million  tons  of  steel  a  year  in 
1990 — five  times  as  many  workers 
per  ton  of  output  as  Bethlehem  Steel 
needed  at  the  time.  Protracted  bat- 
tles between  labor  and  management 
resulted  in  12  strikes  over  six  years. 
Like  many  big  Brazilian  companies, 
CSN  was  not  so  much  a  business  as  a 
make-work  project  and  dumping 
ground  for  political  hacks — each 
time  Brazil  got  a  new  president  so 
did  CSN. 

To  cover  the  losses  resulting  from 
mismanagement,  the  Brazilian  gov- 
ernment pumped  in  huge  subsidies, 
worsening  inflation.  Such  boon- 
doggles weighed  down  the  Brazilian 
economy  and  helped  keep  most  of 
the  156  million  Brazilians  poor. 

Fernando  Collor  de  Mello  was 
elected  president  of  Brazil  in 
November  1989.  Believing  that  free 
markets  are  better  than  government 


Like  many  big  Brazilian 
companies,  CSN  was  not 
so  much  a  business 
as  a  make-work  project 
and  dumping  ground 
for  political  hacks- 
each  time  Brazil  got  a 
new  president  so  did  CSN. 


But  after  decades  of  neglect  CSN 
needed  massive  capital  improve- 
ments. Up  strode  one  of  Brazil's 
quiet  but  forceful  industrialists:  42- 
year-old  Benjamin  Steinbruch,  chair- 
man of  Sao  Paulo-based  Grupo 
Vicunha,  a  big  textile  producer. 
Steinbruch  put  an  experienced  man- 
agement team  in  place  of  the  old 
political  gang.  With  Steinbruch's 


No  way  to  run  a  steel  mill 

Three  people  died  when  the  military  helped  end  a  strike  at  CSN  in  the  late  1980s. 


planners  at  allocating  resources, 
Collor  refused  to  provide  further 
subsidies  for  csN.  With  the  fiscal  gun 
to  its  head,  the  steelworkers  union 
reluctantly  agreed  to  let  manage- 
ment fire  5,000  workers.  In  1993 
the  government  privatized  csN,  sell- 
ing 90%  of  it  to  private  Brazilian 
industrial  groups  and  to  pubUc 
investors  for  $1.5  billion. 


backing,  csN  spent  $364  million  on 
improvements  last  year,  including 
upgrading  its  continuous-casting 
process.  Management  is  now  pre- 
pared to  introduce  a  pulverized-coal 
injection  system;  this  will  allow  the 
use  of  cheaper-grade  coal  and  cut  coal 
costs  by  about  $30  million  a  year. 

"If  they  continue  to  invest  in 
technology,  csN  will  be  among  the 


lowest-cost  producers  in  the  world," 
says  Patrick  Grenham,  an  analyst  at 
BBV  Latlnvest  in  London.  CSN  today 
produces  4.1  million  tons  of  steel  a 
year  with  a  work  force  of  11,100 — 
14%  more  output  with  some  7,000 
fewer  workers  than  in  1990. 

Though  its  annual  output  rose  to 
372  tons  per  worker  last  year,  it  still 
lagged  behind  the  735  tons  per 
worker  at  U.S.  Steel.  Last  year  CSN 
sold  $2.5  billion  worth  of  steel  and 
booked  $132  million  in  operating 
earnings.  Many  of  CSN's  remaining 
problems  stem  from  Brazil's  ineffi- 
cient infrastructure,  on  which  csN 
depends  to  power  its  plants  and 
supply  and  transport  its  raw  materi- 
als and  finished  products. 

So  Steinbruch  is  investing  in  infra- 
structure. Last  September  a  group 
led  by  csN  bought  two  poorly  man- 
aged state-owned  railway  lines.  One 
line  transports  iron  ore  200  miles 
from  its  mines  in  the  state  of  Minas 
Gerais  to  its  mill  in  the  state  of  Rio 
de  Janeiro.  In  a  similar  deal,  csN 
plans  to  bid  on  the  Port  of  Sepetiba 
in  Rio  de  Janeiro,  the  high-cost  port 
facility  where  csN  takes  delivery  of 
its  imported  coal.  Estimated  savings 
here:  up  to  $20  million  a  year.  csN  is 
also  investing  in  electricity  in  hopes 
of  saving  $30  million  a  year  through 
more  efficient  power  production  and 
consumption. 

With  last  month's  purchase  of 
CVRD,  CSN  is  now  Latin  America's 
largest  steel  company.  It  is  also  a 
promising  bet  on  Brazil's  economic 
future.  With  40%  of  the  Brazilian 
market  for  high-value-added  steel,  it 
stands  to  profit  from  plans  by  for- 
eign auto  companies  to  invest  $10 
billion  in  plants  in  Brazil  over  the 
next  four  years.  Better  steel  attracts 
customers — who  increase  the 
demand  for  steel. 

"Brazil  is  at  a  point  of  no  return," 
says  Maria  Silvia  Marques,  a  top  csN 
executive.  "We  are  modernizing  the 
country,  and  both  CSN  and  Brazil 
will  benefit  from  it."  Salomon 
Brothers  analyst  Mauricio  Reveco  is 
highly  bullish  on  csn's  o-t-c  traded 
American  Depositary  Receipts 
(CSNNY;  recent  price,  36),  as  operat- 
ing income  jumps  from  last  year's 
$132  million  to  an  expected  $231 
milHon  ($3  per  ADR)  this  year.  H 
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Lap  of  luxury. 
Seat  of  power. 


Introducing  the  all-new  Mitsubishi  Diamante,  class  provide  stunning  silence.  The  luxuries 

a  diplomatic  balance  of  elegance  and  strength.  are  equally  impressive,  with  premium  leather 
With  the  largest    The  All-New  1997  Mitsubishi  Diamante,  trim,  a  CD  sound 

V6  in  its  class*  and  a  transmission    Built  For  Livingl"  system,  a  4-way  power  driver's  seat 

that  learns  your  driving  style,  acceleration  is  and  an  anti-theft  security  system.  All  starting 

outstanding.  Advanced  sound  insulation  and  at  just  $29,990tThe  new  Mitsubishi  Diamante, 

one  of  the  most  aerodynamic  designs  in  its  superb  seating  for  a  command  performance. 


The  interior  is  always 
comfortable,  thanks 
to  a  fully-automatic 
climate  control  system* 


The  all-new  3.5-liter 
210-horsepower  V6  is 
strong,  smooth  and 
remarkably  efficient. 


MITSUBISHI 
DIAMANTE 


Built   For  L 


V  I  ng. 


For  the  dealer  nearest  you  or  a  free  brochure,  call  1-800-55MITSU.  Or  visit  our  web  site  at  http://www.mitsucars.com 

*Clas5  includes  import  near-luxury  sedans  priced  under  $40,000.  tMSRP  excludes  taxes,  title,  license,  registration  fee, 
freight,  dealer  options  and  charges.  Prices  may  vary.  Actual  prices  set  by  dealers.  **lnset  photo  shows  vehicle  with  optional  Luxury  Convenience  Group. 


When  Sam  Zel!  does  his  daredevil  deals, 
Shell  Rosenberg  is  there  to  make  sure  they  fly. 

A  zelluva  partnei* 


By  Bruce  Upbin 

"You  WANT  TO  SEE  the  kinky 
window?"  invites  Sheli  Rosenberg  as 
she  glides  from  her  conference  table 
to  her  desk  chair.  She  touches  a 
hidden  button.  An  opaque  glass  pane 
in  the  wall  behind  her  desk  becomes 
crystal  clear.  Through  it  now  can  be 
seen  quite  clearly  the  bric-a-brac-clut- 
tered office  of  her  boss,  Chicago  bil- 
lionaire investor  Sam  Zell.  She  touch- 
es the  button  again,  and  the  window 
turns  cloudy. 

The  high-powered  peep  show  re- 
veals die  key  role  Rosenberg,  55,  plays 
in  Zell's  holding  company.  Equity 
Group  Investments,  Inc.,  where  she  is 
president  and  chief  executive. 

This  is  heavy  stuff  Equity  controls 
$7  billion  in  real  estate  and  holds 
stakes  in  16  major  public  and  private- 
ly held  operating  companies,  which 
generate  over  $10  billion  in  revenue. 
Rosenberg  sits  on  the  boards  of 
nearly  all  the  firms  Equity  invests  in. 

Her  job?  Part  lawyer,  part  hand- 
holder.  "I  call  her  my  consigliere," 
says  Zell. 

While  Zell  figures  out  what  to  buy, 
Rosenberg  figures  out  how  to  buy  it. 
"As  we  launch  deals,  Sheli  makes  sure 
they  have  all  their  parts  and  the  parts 
are  working  before  they  take  off  the 
runway,"  says  David  Helfand,  chief 
executive  of  the  11%  Zell-owned 
mobile  home  park  operator  Manu- 
factured Home  Communities. 

Rosenberg  revealed  her  negotiat- 
ing skills  early  on.  When  she  was  12 
years  old,  she  made  her  parents  sign 
a  paper  raisiiig  her  allowance  and  cap- 
ping obligations  for  household 
chores.  'Tt  was  a  ridiculously  detailed 
document,"  says  Rosenberg. 

One  of  seven  women  in  North- 
western University  Law  School's  class 
of  1966,  Rosenberg  joined  the 
Chicago  firm  of  Schiff  Hardin  & 
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Waite,  raised  kids  and,  afi:er  six  years, 
became  the  firm's  first  woman  man- 
aging partner.  "I  was  expected  to  die 
there,"  she  says.  "Lawyers  didn't 
jump  from  place  to  place  then  like 
they  do  now." 

But  Rosenberg  soon  figured  out 
that  while  law  partners  can  earn  good 
livings,  they  rarely  get  rich.  Rosen- 
berg had  done  some  work  for  Zell 
and  his  longtime  partner,  the  late 
Robert  Lurie.  She  got  a  whiff  of  big 
money.  One  day  in  1979  Zell  and 
Lurie  showed  up  at  Schiff  Hardin's 
sedate  law  offices.  They  needed 
someone  to  start  an  in -house  law  firm 
to  watch  after  the  details  of  their 
deals — would  Rosenberg  like  die  job? 

A  year  later  Rosenberg  said  yes. 
"Watching  your  clients  get  wealthy 
while  you  bill  by  the  hour — what  a 
dumb  way  to  make  a  living,"  she 
explains. 

As  Equity's  top  in-house  lawyer, 
Rosenberg  spent  the  next  ten  years 
structuring  arcane  financings  for  Zell 
and  Lurie.  For  example,  she  worked 
on  the  $400  million  in  tax-loss  carry- 
forwards that  allowed  Zell  to  build 
his  Itel  Corp.  into  an  acquisition 
machine.  When  Lurie  died  of  cancer 
in  1990,  Zell  asked  Rosenberg  to 
assume  the  day-to-day  operations  for 
merly  handled  by  his  partner. 

As  Rosenberg  took  over  Lurie's 
chores,  commercial  banking  money 
was  drying  up  after  the  real  estate 
market  tanked  in  the  late  1980s.  Zell 
wasn't  busted,  but  he  was  strapped 
for  cash.  His  deal-making  fervor  was 
thwarted. 

So  Zell  and  Rosenberg  hit  the 
public  equity  markets  hard  in  the 
early  and  mid-1990s.  They  initially 
raised  $412  million  selling  shares  in 
Equity  mobile  home  and  apartment 
holdings  and  another  $211  milhon 


Equity  Group  Chief  Sheli  Rosenberg 
Through  the  "kinky  window," 
Chairman  Sam  Zell. 
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selling  shares  in  three  of  its  corporate 
holdings,  including  American  Classic 
Voyages,  a  cruise  ship  operator,  and 
Vigoro,  a  big  fertilizer  producer. 
Rosenberg  was  also  key  in  setting  up 
1  the  $1  billion  Zell/Chilmark  mer- 
chant banking  fund  in  1990,  and  in 
1988  the  $2  billion  Zell/Merrill 
Lynch  Real  Estate  Opportunity  Part- 
ners Funds. 

It  was  restructuring  time  in  U.S. 
industry,  and  Rosenberg  decided  the 


Zell  organization  could  do  with  a  bit 
less  fat.  Last  fall  she  fired  25  of 
Equity's  350  employees  and  sent 
another  75  to  work  in  firms  with  ties 
to  Equity. 

Rosenberg — and  ZeU — don't  always 
get  what  they  want.  In  1995  Rosen- 
berg marshaled  65  experts  in  retail- 
ing, energy  use,  real  estate  taxes  and 
finance  to  structure  Equity  Group's 
$1.16  billion  bid  for  New  York's 
Rockefeller  Center.  Zell  was  outbid 


by  a  $1.2  billion  bid  from  a  Gold- 
man, Sachs-led  group. 

Zell  insists  Goldman  overpaid. 
Rosenberg  agrees.  "Sometimes  the 
best  deals  are  the  ones  you  don't  do," 
she  says,  meanwhile  wrapping  up  the 
recent  merger  of  the  $5  billion  (sales) 
Zell-controUed  (20%)  drugstore 
chain  Revco  with  CVS.  Since  buying 
Revco  in  1992  after  its  bankruptcy, 
Zell  has  more  than  quadrupled  his 
equity  investment.  H 
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The  palladium 
play 


BY  JOHNBRIMELOW 


John  Brimelow  is 
director  of  international 
equities  for  BV  Capital 
Markets,  Inc., 
thie  New  York  brokerage 
arm  of  Bayerische 
Vereinsbank,  Germany's 
third-largest  bank. 


Precious  mktals  made  an  appalling  start  to 
1997.  Gold  reached  a  four-year  low  in  Febru- 
ary, reducing  its  loyalists  to  unprecedented 
despair,  and  even  now  is  only  $347. 

The  exception  is  palladium.  This  metal 
exploded  in  May  to  a  two-year  high,  having 
risen  53%  since  December,  and  looks  set  to 
shoot  tar  higher.  It  may  be  about  to  demon- 
strate that  the  supply  overhangs  intimidating 
precious  metal  markets  can  be  exaggerated.  It 
could  even  inspire  a  general  rally  in  precious 
metals,  as  in  1992-93. 

We  have  been  here  before.  In  late  1994  pal- 
ladium rose  43%.  Surging  use  in  cellular 
phones  and  PCs  surprised  suppliers.  Demand 
seemed  to  be  exceeciing  supply  by  20%,  and 
rising.  I  wrote  a  FoJlBES  column  about  it 
(Dec.  5,  1994). 

Palladium,  platinum  and  rhodium,  the  three 
significant  members  of  the  platinum  group  of 
metals,  all  come  from  the  same  mines. 
Russia's  great  Norilsk  nickel  mine  produces 
about  one-half  of  the  world's  4.5  million 
ounces  of  annual  palladium  output;  South 
Africa's  platinum  mines,  about  one-third. 
Estimates  of  Russia's  palladium  stockpile  are 
conflising,  ranging  as  they  do  from  2  million 
to  20  million  ounces. 

Contrary  to  my  1994  expectation,  the  Rus- 
sians proved  very  happy  to  sell  huge  quantities 
of  palladium  and  platinum  over  the  next  two 
years,  crushing  the  rally — and  me.  But  vindi- 
cation now  seems  at  hand,  thanks  to  crucial 

Tigei*  Fund  chief  Julian  Robertson 
says  he  has  taken  a  substantial 
palladium  position  because 
the  metal  is  in  huge  deficit 
and  prices  must  eventually  rise. 


new  developments — the  more  dramatic  for 
having  been  delayed. 

M(  )st  important  of  tliese  new  developments 
is  the  auto  companies'  rising  enthusiasm  for 
palladium.  With  regulatory  considerations  set 
to  become  •.  vcn  more  pressing,  consumption 


of  palladium  to  make  catalytic  convenors 
could  virtually  double  the  gap  between  palla- 
dium mine  supply  and  demand  by  the  year 
2000— already  approaching  50%. 

This  makes  Russian  behavior  critical.  In  the 
last  two  years  the  Russians  have  been  dipping 
into  stockpiles  and  shipping  about  twice  their 
annual  mine  production.  Conventional 
wisdom  has  held  they  could  draw  on  stock- 
piles for  a  decade. 

Conventional  wisdom  may  be  wrong.  Since 
January  the  Russians  have  stopped  exporting 
the  platinum  metals.  Although  very  recently 
noises  about  resumption  have  been  heard,  the 
trade  has  become  alarmed  by  the  conspicuous 
silence  on  likely  volumes. 

Overall,  the  facts  are  consistent  with  the 
end  of  the  Russian  inventory  overhang — 
sooner  rather  than  later. 

Tiger  Fund  chief  Julian  Robertson  seems  to 
think  so.  The  head  of  the  $8  billion  hedge 
hand  said  that  he  has  taken  a  substantial  palla- 
dium position  because  the  metal  is  in  huge 
deficit  and  prices  must  eventually  rise.  Robert- 
son's view  was  greeted  with  derision  by  the 
trade,  but  why  a  man  who  has  achieved  so 
much  should  be  dismissed  as  an  odd-lotter  is  a 
puzzle  to  me. 

I  am  not  in  Tiger's  confidence  and  have 
never  had  a  conversation  with  Robertson. 
But  his  record  is  one  of  tenaciously  holding 
long-term,  fundamentally  motivated  posi- 
tions. The  Japanese,  the  largest  users  of 
these  metals,  should  probably  consider  that 
he  is  old  enough  to  remember  Pearl 
Harbor. 

If  the  Russians  have  indeed  stopped  liqui- 
dating (or  have  exhausted)  their  palladium 
stockpiles,  the  inevitable  quantum  leap  in 
prices  will  first  benefit  Montana's  Stillwater 
Mining  (22,  PGMS — Nasdaq).  North  American 
Palladium  (4,  pdlcf — Nasdaq)  is  the  world's 
only  other  primary  palladium  mine. 

Palladium  price  increases  will  also  boost 
platinum  prices,  benefiting  South  Africa's  half- 
dozen  platinum  mines  beyond  their  enhanced 
palladium  revenues.  For  this  reason  I  like 
Impala  (10)  and  Rustenburg  (16).  Both  are 
traded  o-t-c,  pink  sheets. 

And  finally,  of  course,  confidence  could 
spread — to  gold.  H 
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$1,(X)0,(XX),000,000. 

MetLife  is  the  first  insurer  in  North  America  to  reach  $1  trillion  of  group  life  insurance  in  force. 


As  impressive  as  this  looks,  that  number 
means  much  more  than  a  remarkable 
milestone. 

Trust.  It's  the  reason  over  16  thousand 
American  companies  of  all  sizes  have  cho- 
sen MetLife  for  their  group  life  insurance. 
Over  12  million  American  workers  are 
enjoying  an  improved  sense  of  financial 
security  from  these  policies. 

Smart  Choices.  Group  life 
insurance  is  only  one  of  the  smart 
choices  in  employee  benefits  aval 
able  from  MetLife.  We're  a  recog- 
nized leader  in  a  wide  variety  of 
solution-based  group  life,  denta 
&  disability  insurance,  pension 
and  investment  products  including 
401(k)  plans. 


m  O 


A  Partner.  This  milestone  is  the  result 
of  our  ability  to  provide  employee  benefit 
solutions  not  only  to  employers,  but  to 
brokers  and  consultants  as  well.  We  take 
the  time  to  understand  each  customer's 
specific  needs,  and  provide  products  and 
services  to  meet  those  needs. 

Unquestioned  Strength.  Besides  being 
the  number-one  issuer  of  group  life  insur- 
ance in  North  America,  MetLife  has 
nearly  $500  billion  in  total  assets 
under  management  and  more  than 
80  years  of  experience  in  serving 
American  business. 

Put  our  experience  to  work  for 
you.  Call  1-800-MetLife.  E-mail  us 
at  business@metlife.com.  Or  visit 
our  website  at  www.metlife.com. 


GETMET.ITPAVS: 

1-800-MetLife 


GROUP  LIFE,  PENTAL  &  PI5A6ILITV  INSURANCE  •  PEN5I0H5  &  INVE5TMEMT5  -  401(k)  PLAN5  •  VOLUNTARY  PR0PUCT5 


Thomas  and  Kevin  Lane  didn't  make  it 
to  the  majors  as  baseball  players, 
but  they've  gotten  there 
as  entrepreneurs. 

Batteir  up! 


By  Peter  Spiegel 

It's  a  warm,  cloudless  March 
morning  at  the  Atlanta  Braves  spring 
training  facility  in  West  Palm  Beach, 
Fla.,  but  Ryan  Klesko  is  in  a  sour 
mood.  The  burly  left  fielder,  who  led 
the  National  League  champion 
Braves  with  34  home  runs  last  year,  is 
in  the  midst  of  an  excruciating  slump. 
On  top  of  that,  he's  been  scratched 
from  the  starting  lineup — again — 
because  of  a  nagging  back  injury. 


Kevin  Lane  (below) 
cuts  the  bats  Brave 
Ryan  Klesko  (right) 
used  to  hit  34 
homers  last  year, 
"As  former 
ball  players, 
they  know  what 
I  need," 
says  Klesko. 
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JUST  HOW  /y^ANY  COMPANIES  CONSIDERING 
VIRGINIA  ACTUALLY  DECIDED  TO  MOVE  HERE? 

Its  easy  to  see  why  Virginia 
is  so  successful  at  attracting 
new  business.  We're  located 
within  750  miles  of  60%  of 
America's  customers.  We  have 
a  fully  integrated  trans- 
portation system  of  seaports, 
airports,  rails  and  highways. 
A  technologically  advanced 
telecommunications  network. 
Plus  a  corporate  income  tax 
rate  that  hasn't  changed 
since  1972.  But  to  find  the 
best  reasons  to  move  here, 
just  explore  the  beauty  of  our 
beaches,  mountains,  rivers 
and  valleys.  All  of  which  make 
Virginia  very  hard  to  resist. 

VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Telephone  804- 371-8202  fax  804-786-1 121 
Or  visit  our  web  site  at  www.YesVirginia.org 


*  A  lot  of  compahies  did.  But  there's  still  room  for  you. 


Thomas  Lane  checks  the  varnisn  on  a  Carolina  Club 

Carolina  Clubs  is  one  of  "the  microbreweries  of  the  bat  business." 


Klesko  wraps  an  ice  pack  around  liis 
torso  and  summons  his  batmakers, 
who  are  waiting  patiently  in  the  corner 
of  the  Braves'  dugout.  Over  come 
Thomas  and  Kevin  Lane.  They  are  the 
owners  and  almost  the  entire  work 
force  of  Carolina  Clubs,  the  West 
Palm  Beach -based  company  the 
brothers  founded  in  1990  while  they 
were  still  playing  in  the  minor  leagues. 

The  Lanes  show  Klesko  a  template 
of  his  new  bat,  35  inches  long  and 
weighing  3214  ounces,  a  little  bit 
heavier  at  the  top  than  his  previous 
model.  Klesko  nods  approvingly. 
"Ryan  can  hit  with  a  wet  newspaper," 
grins  brother  Thomas,  28.  "But  he 
knows  weVe  going  to  try  to  make  it 
perfect,  and  the  less  he  has  to  think 
about  when  he's  up  there,  the  easier 
it  is  to  hit." 

It's  that  kind  of  customer  service 
that  has  gotten  Carolina  Clubs  a  foot 
in  the  door  of  a  business  once  domi- 
nated by  large  sporting  goods  com- 
panies like  Louisville,  Ky.- based  Hil- 
lerich  &  Bradsby  Co.,  makers  of 
Louisville  Sluggers.  The  Lanes  have 
developed  an  8,000-bat-a-year  busi- 


ness with  $120,000  in  revenues, 
catering  to  finicky  customers  like 
Klesko,  Baltimore  Orioles  all-star 
Roberto  Alomar,  Cleveland  Indians 
slugger  David  Justice  and  Braves 
rookie  phenom  Andruw  Jones. 

"We  can't  keep  up  with  demand," 
Thomas  Lane  says,  relating  how  he 
had  stayed  up  until  4  a.m.  the  night 
before,  finishing  an  order  with  broth- 
er Kevin  and  a  cousin  recruited  to 
help  out. 

The  last  few  years  have  seen  some- 
thing of  a  shakeout  in  the  business, 
which  the  Lanes  have  exploited.  In  the 
mid-1970s  Hillerich  &  Bradsby  made 
7  million  wood  Louisville  Sluggers  a 
year;  now  they  turn  out  only  900,000. 
In  their  place,  aluminum  bats  are  now 
used  by  recreational  baseball  and  soft- 
ball  players  almost  exclusively,  and  are 
permitted  in  high  school  and  college 
games.  Hillerich  &  Bradsby  barely 
breaks  even  on  its  wood  bat  opera- 
tions. Tullalioma,  Tenn. -based  Worth 
Inc.  decided  in  1995  to  make  only 
aluminum  bats. 

This  has  opened  the  door  to  what 
Denis  Nolan,  licensing  manager  for 


Major  League  Baseball  Properties, 
calls  "the  microbreweries  of  the  bat 
business."  In  1990  there  were  no 
more  than  6  companies  making  bats 
for  the  major  leagues,  all  large,  multi- 
product  sporting-goods  firms.  Now 
there  are  14;  most  new  ones  are  bou- 
tique firms  like  Carolina  Clubs. 

"When  you  call  us  up,  you're  talk 
ing  to  the  guys  who  are  actually 
making  the  bats,"  says  Kevin  Lane. 
"You're  not  talking  to  a  receptionist 
who  will  have  a  sales  rep  get  back 
to  you." 

Kevin  Lane,  now  31,  was  pitching 
for  the  Osceola  Astros,  a  Houston 
Astros  minor  league  affiliate  in  central 
Florida,  when  he  overheard  several 
teammates  complain  about  the  quali- 
ty of  their  bats.  His  father,  George, 
was  a  skilled  carpenter,  and  in  the 
family  pickup  on  a  ride  home  fi-om  the 
ballpark,  Kevin  asked  his  dad  to  cut 
some  bats.  It  was  like  asking  an  elec- 
trical engineer  if  he  could  change  a 
light  bulb.  "He  was  almost  insulted  by 
it,"  Kevin  recalls.  Nonetheless,  George 
made  the  bats,  and  Kevin  brought 
them  to  his  fellow  Astros. 

"I  wanted  an  honest  assessment,  so 
I  didn't  tell  them  where  they  came 
fi-om,"  Kevin  says.  The  first  teammate 
to  use  Lane's  bat  in  a  game  hit  a 
double  off  the  wall  in  center  field. 
From  then  on  everyone  wanted  one. 
Within  a  few  months  there  arrived 
from  the  major  leagues  an  okay  for 
their  use. 

In  1994  the  Lanes  took  out  a 
$20,000  cash  advance  on  their  credit 
cards  to  buy  a  commercial  wood 
lathe,  and  built  a  new  garage-size 
shop  in  the  backyard  of  their  parents' 
new  house  in  the  outskirts  of  West 
Palm  Beach.  George  has  since  retired, 
but  their  mother,  Mickie,  helps  out  in 
sales,  and  their  sister,  Karen,  when 
she's  not  waitressing,  does  the  mar- 
keting and  promotion. 

Do. the  Lanes  still  dream  about 
playing  pro  ball.^  "I  think  about  it 
every  day,"  laughs  former  pitcher 
Kevin.  "But  it's  a  good  feeling  when 
you  turn  on  a  game  and  someone 
swinging  your  bat  plays  well." 

With  his  new  Carolina  Club  Klesko 
has  shrugged  off  his  preseason  slump 
and,  through  mid-May,  is  on  track  to 
hit  more  than  25  home  runs  again 
this  season.  H 
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never  thought  of.  From  accounting 


services  to  lines  of  credit  to  corporate 


cards,  American  Express  is  here  for  you. 

Call  1-800-SUCCESS  or  visit  www.americanexpress.com 
American  Express  employs  licensed  CPAs.  American  Express 


0  moT 


Small  Business 
'         ^  Services 

publicly  owned  company  and  is  not  a  licensed  CPA  firm. 
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It's  about  redefining  luxury.  Putting 
control  at  >^ur  fingertips.  and  giving 
you  an  abundance  of  power.  this  is 
the  supercharged  bonneville"  by 
pontiac.,,combine  the  adrenaline  rush 
of  its  24q-horsepower  engine  with  a  • 

KIND  OF  tiUXURif  ^HAT  DOESN'T  INHIBIT 
YOUR  FEEL  FOR  THE  ROAD,  AND  WHAT  YOU 
HAVE  IS  A  BOUD  ALTERNATIVE  TS  TRADITIONAL 


^LUXtJR%,.^^5.  AN  ALTERNATIVE  THAT'.S 
;  KICKING  mISR^^  T>|«^P«T  ASPHALT. 


1  BQNNEVILLr 

&  J*.UXURY  WITH  ATTITUD 


■       :  .1.1 


Here  are  a  few  Nasdaq  companies  with, 
should  we  say,  incestuous  relationships. 

Smells  peirfumes 
can't  mask 


By  Zina  Mouklieiber 


At  Perfumania  in  New  York  a  cus- 
tomer asks  for  a  whiff  of  the  Romeo 
GigH  perfume.  The  saleswoman 
obliges,  but  urges  the  customer  to 
sample  360  Degrees  for  women  by 
Perry  Ellis.  "It's  similar;  sure  you 
don't  want  to  try  it.'"  she  says,  spray- 
ing the  scent  on  a  strip  of  paper. 

Why  the  aggressive  sales  pitch  for 
Perry  Ellis?  Ii's  a  house  brand  at 
Nasdaq-listed  Perfiamania,  which  sells 
luxury  perfumes  at  a  discount.  The 
house  brand  is  made  by  Fort  Laud- 
erdale, Fla. -based  Parlux  Fragrances, 
also  Nasdaq-listed. 

There's  an  incestuous  relationship 
between  the  two  companies.  Ilia 
Lekach,  a  48-year-old  with  a  Caesar 
haircut,  runs  Parlux,  owning  a  big 


lia  Lekach,  chairman  and  part  owner 
of  Parlux  as  well  as  Perfumania 
A  good  operator,  he's  not. 


chunk  of  it  with  his  younger  brother, 
Zalman.  Ilia  Lekach  owns  37%  of 
Perfumania,  which  is  run  by  their 
brother-in-law,  Simon  Falic,  36. 

Parlux  depends  on  Perfumania  for 
one-third  of  its  revenues.  Perfimiania 
carries  Parlux-made  fragrances  in  its 
269  stores  nationwicle,  anti  also  sells 
them  to  wholesalers  and  mass  mer- 
chanciisers.  The  rest  of  Parlux's  rev- 
enues come  from  sales  overseas  and 
to  department  stores. 

The  arrangement  has  enabled 
Parlux  to  cash  in  on  dying  brands.  As 
giant  cosmetics'  goods  companies, 


such  as  Sanofi  and  Benckiser,  get  rid 
of  their  slower-selling  perfumes, 
Lekach  picks  them  up  for  Parlux. 
Thus  he  acquired  the  dwindling 
Perry  Ellis  and  Fred  Hayman  fran- 
chises. While  they  arc  too  small  to 
support  much  advertising,  they  can 
be  milked  through  Perfumania, 
Lekach's  essentially  captive  distribu- 
tion system. 

From  a  marketing  point  of  view 
the  arrangement  makes  sense.  Revlon 
has  a  similar  arrangement.  It  owns 
Prestige  Fragrance  &  Cosmetics,  a 
chain  of  195  stores  through  which  it 
sells  surplus  merchandise — nail  enam- 
els and  lipstick,  plus  cosmetics  from 
Coty  and  Maybelline.  In  April  it 
bought  the  Cosmetic  Center,  a  retail- 
er of  discount  perfume  and  cosmet- 
ics, which  competes  with  Perftimania. 

The  relationship  between  Perfu- 
mania and  Parlux  is  familial  rather 
than  corporate.  But  it  is  not  always 
smooth.  Consider  the  current  hassle 
over  the  Perry  Ellis  branci.  "Perfu- 
mania would  call  in  here  and  say: 
T'm  gonna  need  200,000  pieces  next 
year  of  Perry  Ellis.'  And  we  manu- 
factured it.  Either  they  didn't  really 
need  it,  or  they  didn't  forecast  prop- 
erly, or  customers  went  bankrupt," 
says  Zalman  Lekach,  30,  president 
of  Parlux. 

Zalman  is  complaining  about  the 
Perry  Ellis  stuff  even  though  Parlux 
has  booked  the  sales.  Receivables, 
due  from  Perfumania,  have  been 
accumulating  at  Parlux  for  one  year, 
and  now  amount  to  $23  million — 
25%  of  sales.  That's  almost  double 
what  other  companies  owe  Parlux. 

Perry  Ellis  is  shaping  up  into  a 
major  problem  for  Parlux.  Last 
summer  Parlux  spent  $7  million — 
more  than  it  earned — to  introduce 
Perry  Ellis  America  at  places  like  Saks 
Fifth  Avenue.  It  got  pummeled  by 
Estee  Lauder's  launch  of  Tommy — 
hot  designer  Tommy  Hilfiger's  new 
fragrance. 

Parlux's  year  ends  in  March  and  its 
fourth-quarter  results  have  yet  to  be 
announced,  but  while  sales  shot  up 
52%,  to  $91  million  in  the  latest  12 
months,  net  income  fell  18%,  to  $6 
million.  Right  now  Parlux  is  bleeding 
cash.  The  stock  price  has  gone  down 
from  a  high  of  12^A  last  June  to  a 
recent  31^. 
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The  more  things  change, 
lie  more  they  stay  the  same. 

Thirty-eight  years,  and  nearly  one 
housand  planes  later,  Gulfstream 
;ontinues  to  set  the  standards  and  lead 
he  worid  in  corporate  aviation. 

Today,  Gulfstream  remains  the  most 
expected  brand  name  in  the  industry.  A 
easoned  company  that  has  earned  its 
eputation  by  providing  the  safest,  most 
eliable  aircraft  in  the  world. 

1958  saw  the  introduction  of  the 
julfstream  1.  The  world's  first  aircraft 
lesigned  for  corporate  aviation. 

1966  brought  the  Gulfstream  11.  The 


world's  first  transcontinental  corporate  jet. 

1979  unveiled  the  Gulfstream  111.  The 
world's  first  intercontinental  corporate  jet. 

1985  produced  the  transoceanic 
Gulfstream  IV/IV-SP.  To  date,  we  have 
delivered  300  of  these  reliable  and 
versatile  airplanes.  It  is  the  world's  best 
selling,  large-cabin  corporate  jet. 

1995  introduced  the  Gulfstream  V. 
The  world's  first  ultra  long-range,  6,500 
nautical  mile  corporate  jet.  An  airplane 
which  can  fly  neariy  half  way  around  the 
world,  non-stop. 

Indeed,  our  airplanes  hold  nearly  80% 
of  all  national  and  world  records  held  by 
large-cabin  business  jets. 


So  much  for  setting  standards. 

In  1996,  the  world  market  voted  again. 
The  results  were  clear  and  unambiguous. 
We  sold  more  Gulfstream  IV-SPs  than  in 
any  other  year  in  the  company's  history. 
This  success,  combined  with  the 
unprecedented  market  demand  for 
the  revolutionary  Gulfstream  V,  has 
resulted  in  a  record-setting  backlog  of 
over  100  airplanes. 

The  nearly  5,000  people  at  Gulfstream 
have  taken  a  timeless,  world-class  design 
and  turned  it  into  a  world-class  business. 
A  business  that  has  diversified  into  a 
multi-product  company,  including 
the  phenomenal  success  of  our  new 


LIuit^t^eam  Shares  fractional  ownership 
option,  and  a  worldwide  commitment 
to  the  finest  customer  service  in  the 
industry.  As  a  result,  today's  Gulfstream 
is  the  strongest  Gulfstream  ever. 

As  we  said,  the  more  things  change, 
the  more  they  stay  the  same. 

There  can  be  only  one  set  of  standards. 
There  is  only  one  leader.  There  is  only 
one  Gulfstream. 

Contact  Bill  Boisture,  President, 
Gulfstream  Aircraft  Incorporated, 
(9 12}  965-5555. 

Gulfstream 


Who's  this  cast  of  characters?  lUa 
Lekach  emigrated  in  1956  from 
Russia  to  Chile,  where  he  distributed 
watches.  In  1970  he  came  to  the 
U.S.,  where  he  started  peddhng 
designer-name  perfumes  to  the  gray 
market.  Thus  was  born  I'erflmiania  in 
1988.  Later  Ilia  would  buy  a  stake  in 
Parlux,  then  a  small  supplier  to 


Perfomania. 

Last  year  he  and  his  older  brother, 
Rachmil,  bought  a  25%  stake  in  a 
moneylosing  Florida  company  called 
L.  Luria  &  Son.  This  former  catalog 
showroom  .has  28  stores  selling 
kitchen  appliances  and  jewelry  at  low 
prices. 

Apparently  the  Lekachs  hope  to 


use  Luria  to  move  perfume.  Already 
boxes  of  discounted  Parlux  fra- 
grances, such  as  Vicky  Tiel  and  Todd 
Oldham,  are  stacked  up  on  tables  at 
the  entrance  of  Luria's  shabby  store 
in  Fort  Lauderdale.  "Luria  should 
help  Parlux  get  a  little  more  distribu- 
tion," says  Ilia  Lekach. 

Pity  the  minority  shareholders.  H 


Tender  loving  care 

While  the  Lekachs  floun- 
der, little  Gary  Farn  Ltd. 
of  Milford,  Conn,  shows 
the  right  way  to  move 
perfume. 

Gary  Farn  runs  it  from 
a  modest  office  near 
home,  whence  he  launches 
and  distributes  high-end 
designer  fragrances  such  as 
Gianfranco  Ferre,  Jil 
Sander  and  Cabotine  de 
Gres.  He  competes  with 
such  giants  as  Estee 
Lauder  and  Calvin  Klein. 

What's  Farn's  formula? 
Low  costs  and  personal 
involvement.  In  1992,  for 
instance,  he  readied  the 
launch  of  Cabotine,  a  clas- 
sic French  fragrance,  by 
test-marketing  it  on  the 
Metro  North  train  to  New 


York  City  and  on  plane 
trips.  Farn,  an  affable  62- 
year-old  with  no  sense  of 
smell,  would  hold  up  the 
green  botde  and  spray  for 
the  ladies  to  sample.  He 
got  a  good  reaction. 

Farn  launched  Cabotine 
at  Saks  Fifth  Avenue's  50 
stores.  He  followed  up  by 
advertising  in  its  catalog, 
which  reaches  over  1  mil- 
lion customers.  Total  cost: 
$125,000.  Compare  this 
with  the  millions  spent  by 
firms  like  Estee  Lauder  to 
launch  a  new  perfijme. 

As  sales  of  Cabotine 
went  up,  Farn  increased 
the  number  of  stores  car- 
rying it  to  500.  It  took 
five  years.  "Don't  try  to 
be  in  2,000  doors 
[stores],"  says  Farn,  who 
spencis  the  bulk  of  his 


marketing  money  on  200 
department  and  specialt)' 
stores.  He  sells  to  high- 
end  outlets,  such  as 
Neiman  Marcus  and 
Bloomingdale's.  Image  is 
everything. 

Farn's  getting  recogni- 
tion. Last  year  Benckiser, 
which  owns  Lancaster  and 
Coty,  turned  to  Farn  when 
it  decided  to  give  up  the  Jil 
Sander  fragrance.  The 
company  had  lost  about 
$40  million  launching 
duds,  and  its  Jil  Sander  fra- 
grance, named  for  the  ele- 
gant German  designer,  was 
languishing  even  though  it 
was  displayed  in  900 

Alison  and  Gary  Farn  testing 
perfumes  on  the  Metro  North 
Their  way:  low  costs  and 
personal  involvement. 


stores.  "People  didn't 
know  who  Jil  Sander  was 
at  Famous- Barr  in  St. 
Louis,"  says  Farn. 

Farn  now  buys  the  fra- 
grance from  Benckiser, 
which  gave  him  exclusive 
distribution  rights  in  the 
U.S.  for  five  years.  He 
pays  no  royalties.  He's 
purely  a  marketer.  Farn 
cut  back  the  number  of 
stores  carrying  the  Jil 
Sander  scent  to  85,  limit- 
ing distribution  to  tony 
stores  like  Barney's  in 
New  York  City,  where  the 
clientele  knows  and  buys 
Sander's  clothes. 

Before  starting  his  com- 
pany 20  years  ago,  Farn 
worked  at  Coty.  Last  year 
his  business  generated  $20 
million  in  sales.  Every 
week  he  gets  calls  from 
companies  asking  him  to 
be  their  distributor.  But 
Farn  wants  to  keep  it 
small.  "We'll  do  it  slowly, 
by  choosing  the  right 
brands,"  he  says. 

His  daughter,  Alison, 
33,  joined  him  in  1992 
and  is  now  senior  vice 
president.  A  former 
sportswear  senior  account 
executive  at  Liz  Clai- 
borne, she'd  worked  sum- 
mers for  her  dad  while  in 
high  school.  At  Bloom- 
ingdale's, she  held  her 
own  with  Dad's  small 
brands  against  the  Eliza- 
beth Ardens  and  the 
Lancomes.  "These  brands 
need  tender  loving  care," 
she  says.  "We  TLC  them." 
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SERVICES 


In  most  businesses 
you  get  it  right  or  else. 

In  Funds  Transfer 
you  don't  have 
all  those  options. 


Our  Global  FundsTransfer  System: 
accurate,  immediate  electronic  pay- 
ments. Real-time  information  with 
full  transaction  details.  Over  2,000 
correspondent  banks  worldwide. 
And  a  commitment  we  fulfill  70,000 
times  a  day:  to  get  it  right  Period. 


THE 
BANKOF 
NEW 
YORK 


Hie 
New  Ideas. 


poiNi  ur  VI tw 


Time 
to  switch 


Steve  H.  Hanke  is  a 
professor  of  Applied 
Economics  at  The 
Johns  Hopkins 
University  in  Baltimore. 


All  seems  right  with  the  world.  The  Dow  is 
up  85%  over  its  reading  of  a  little  more  than 
two  years  ago.  According  to  the  University  of 
Michigan's  survey,  consumers  are  more  confi- 
dent than  they  have  been  in  more  than  ten 
years.  By  the  widest  margin  since  1984,  Amer- 
icans expect  the  expansion  to  continue  unin- 
terrupted over  the  next  five  years. 

That's  not  all.  Consumer  inflation,  as  mea- 
sured by  the  CPI,  has  remained  fairly  steady  at 
3%  or  so  since  1992,  and  precious  metals 
prices  are  lower  than  they  were  a  year  ago,  sig- 
naling no  inflation  storm  clouds.  Indeed,  no 
shortages  have  appeared  in  the  markets  for 
goods,  and  there  are  no  speculative  bubbles  in 
the  housing  anci  real  estate  markets.  Even  the 
labor  market,  which  has  registered  unemploy- 
ment of  5.5%  or  less  for  over  a  year,  has  been 
rather  benign. 

But  don't  let  all  this  good  news  lull  you 
into  complacency.  Things  always  look  rosy  at  a 
top,  just  as  they  always  look  dismal  at  a 
bottom.  Remember  that  the  stock  market 
boom  has  been  grounded  on  rising  corporate 
profits,  and  it  is  there  I  see  danger  signs  flash- 
ing. American  companies  have  added  capacity 
at  a  much  faster  pace  in  the  1990s  than  at  any 
time  over  the  last  quarter-century.  And  with 
the  dollar's  real  exchange  rate  at  its  highest 
level  since  1987,  imports  are  both  plentifijl 
and  relatively  cheap. 

Add  up  these  trends  and  what  do  you  get? 
The  prospect  of  heightened  competition  and  a 
consequent  downward  pressure  on  prices  for 
goods.  What  about  labor?  Until  recently  labor 
has  had  limited  pricing  power  because  the 
number  of  people  seeking  work  has  been 
growing  at  a  2%  annual  rate,  almost  twice  the 
normal  figure.  But  that's  starting  to  change. 
Unemployment  in  April  was  4.9%,  its  lowest 
level  since  1973,  and  average  hourly  earnings 
have  been  creeping  up  since  their  lows  of  last 
October. 

How  will  higher  wage  costs  play  out?  With 
little  pricing  power  in  the  markets  for  goods, 
business  will  just  have  to  eat  the  higher  wage 
costs.  As  wage  pressures  slowly  build,  sky-high 
profits  won't  be  sustained.  A  prop  gets 
knocked  out  from  under  the  stock  market. 


This  spells  trouble  for  the  economy  as  well 
as  for  the  stock  market.  To  put  the  current  sit- 
uation into  perspective,  1  went  to  my  book- 
shelves and  browsed  through  works  by  mem- 
bers of  the  famed  Cambridge  school  of 
economics.  That  branch  of  economic  thought 
was  founded  by  Alfred  Marshall  (1842-1924) 
and  made  famous  by  John  Maynard  Keynes 
(1883-1946).  All  its  members  stressed  that 
fluctuations  in  confidence  were  the  essence  of 
business  cycles.  Frederick  Lavington  (1881- 
1927),  who  was  the  most  orthodox  of  the 
Cambridge  economists,  went  so  far  as  to  state 
that  there  would  be  no  business  cycle  if  there 

As  wage  pressures  slowly  build, 
sky-high  profits  won't  be  sustained. 
A  prop  gets  knocked  out 
from  under  the  stock  market. 


were  not  a  "tendency  for  confidence  to  pass 
into  errors  of  optimism  or  pessimism." 

Back  to  Wall  Street  and  1997.  Rising  profits 
have  led  to  rising  stock  prices  and  to  rising 
confidence,  which  has,  in  turn,  fed  back  into 
stock  prices.  As  a  result,  we  are  knee-deep  in 
the  errors  of  optimism.  American  consumers 
have  witnessed  a  large  increase  in  their  paper 
wealth.  This  confidence-building  wealth  effect 
has  underpinned  a  boom  in  consumer  spend- 
ing. Indeed,  that  spending  has  grown  at  an 
annual  rate  of  4.9%  from  September  through 
March,  almost  matching  the  six- month  rate  of 
5%,  which  was  reached  at  the  height  of  the 
last  expansion,  in  1988. 

When  the  profits  spiral  reverses,  so  will  the 
rest  of  the  recent  pleasing  patterns.  Profits  will 
cease  rising  and  become  squeezed.  That  will 
knock  down  the. stock  market,  consumer  con- 
fidence and  the  economy.  Later  this  year  con- 
sumers will  pull  in  their  horns,  consumption 
will  sag  and  business  wall  slow  down. 

Given  this  state  of  affairs,  what  should 
investors  looking  for  value  do?  As  he  was 
rushing  to  catch  a  flight  to  London  from  his 
home  in  Nassau,  Bahamas,  the  ever-wise  Sir 
John  Templeton  remarked  to  me  last  month 
that  it  is  now  time  to  switch  from  stocks  to 
bonds.  I  agree.  H 
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9000  Aero 


Of  course  horsepower  is  just  half  the  story.  For  those  who  get  their  kicks  from  G-forces,  the  Saab  9000  Aero  boasts 

* 

252  lb.  ft.  of  torque  at  1,800  rpm.  And  since  it  does  0-60  in  6.2  seconds,  exhilaration  is  assured. 
No  wonder  David  E.  Davis,  Jr,  of  Automobile  magazine  exclaimed,  "You  must  drive  this  car!" 

For  more  information  about  Saab,  call  1-800-582-SAAB,  Ext.  208.  www.saabusa.com 

•Car  and  Drnei.  7/93,  "Aulomobile  magaiine,  10/93  ©1996  SAAB  CARS  USA.  INC 


The  old-time  bank  was  an  imposing  building 

with  lots  of  brass  and  marble. 

The  new  bank  is  a  neural  network  with  a  brand  name. 

Chase's  Denis  O'Leary 

is  every  inch  the  new  banker. 

The  new 
enableirs — 
chief 

infonnation 
officeirs 


By  Matthew  Schifrin 

In  a  seedy  section  of  downtown 
Brooklyn,  N.Y.,  on  the  corner  of 
Flatbush  and  Myrtle  avenues,  armed 
guards  patrol  drab  red-brick  towers 
that  rise  high  above  the  fried  chicken 
store  and  boarded-up  strip  club 
nearby.  This  is  Metrotech  Center, 
home  to  the  real  brain  of  the  $340 
billion  (assets)  Chase  Manhattan 
with  operations  in  39  states  and  50 
countries. 

On  a  brisk  April  morning  the  bank 
is  hosting  a  technology  conference 
for  250  Chase  people  from  around 
the  world.  This  is_essentially  a  pep 
rally  for  the  back-office  managers, 
and  a  parade  of  Chase's  most  senior 
executives  are  scheduled  to  give 
speeches.  "Who  has  the  keys  to 
Chase's  competitive  advantage?"  asks 
Chase's  president  and  chief  operating 
officer,  Thomas  Labrecque.  The 
question  is  rhetorical;  Labrecque  fin- 
ishes: "They  are  sitting  in  this  room. 
You  are  the  enablers." 

In   the   front  row,  v\earing  a 


Cheshire  cat  grin,  is  the  leader  of  this 
assembly  of  technical  and  operations 
people,  a  young  banker  named  Denis 
O'Leary.  He  is  Chase's  chief  infor- 
mation officer  and  an  executive  vice 
president  of  the  bank.  He  is  a  key  to 
Chase's  drive  to  become  the  leader  in 
nationwide  retail  banldng  and  global 
investment  banking.  In  a  business 
associated  with  gray  hair,  O'Leary  is 
all  of  40. 

This  is  definitely  not  your  father's 
Chase.  The  old  Chase  Manhattan 
Bank  was  staid.  The  new  Chase 
shows  promise  of  becoming  the  Wal- 
Mart  of  banldng.  Like  retailers  before 
them,  banks  are  beginning  to  realize 
that  in  a  world  where  products  are 
hmgible — blue  jeans  are  blue  jeans,  a 
compact  car  is  a  compact  car — infor- 
mation and  the  abilit\'  to  manipulate 

Chase's  Denis  O'Leary  at  Metrotech 

He  chose  banking's  new  fast  track  to 

become  a  very  powerful  man  at  Chase. 
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it  provide  the  competitive  edge.  For 
nothing  is  more  Rmgiblc  than  money, 
and  banks  rarely  compete  effectively 
on  interest  rates  these  days.  Thus 
banks  are  among  the  biggest  buyers 
of  information  technology  in  corpo- 
rate America — spending  $18  billion 
in  1996.  Chase,  which  spent  nearly 
$2  billion  (see  chart,  below),  ranks 
with  Citicorp  as  the  biggest  informa- 
tion technology  purchaser  in  bank- 
ing. O'Leary  proudly  proclaims  that 
if  you  count  the  back-office  staff  who 
report  to  line  executives  as 
well  as  him,  he  reigns  over 
$3.9  billion  of  Chase's  $9 
billion  in  noninterest  oper- 
ating expenses  and  oversees 
30,000  of  the  bank's 
67,000  employees. 

At  Citicorp,  which  is 
predominantly  retail,  tech- 
nology is  managed  in  a 
decentralized  fashion.  At 
Chase,  which  is  chiefly  a 
global  commercial  and 
domestic  consumer  bank,  it 
is  centralized.  That  makes 
Denis  O'Leary  a  very  pow- 
erful person,  not  only  in 
Chase's  own  executive 
suite,  but  with  vendors  like 
IBM,  Microsoft  and  AT&T. 

O'Leary  meets  weekly 
with  Chase's  chairman  and 
chief  executive,  Walter 
Shipley.  He  is  a  member  of 
Chase's  senior  policy  coun-  ^^Hi 
cil  and  works  closely  with 
all  of  Chase's  operating  chiefs. 
Recently,  for  example,  William  Harri- 
son, Chase's  global  banking  chief, 
brought  in  O'Leary  to  help  convince 
a  well-regarded  investment  banker 
who  wanted  to  use  technology  to 
build  up  Chase's  equity  business  that 
Chase  was  up  to  speed  in  technology. 
The  banker  was  impressed  but  is  still 
weighing  Chase's  offer. 

"Here  is  the  footprint,"  says 
O'Leary,  lapsing  into  technospeak. 
"We  are  a  25-terabyte  [25  million 
megabytes]  DASD  [Direct  Access  Stor- 
age Device]  shop  with  more  than 
60,000  desktop  computers.  We  have 
about  1,500  core  applications  with 
more  than  200  million  lines  of  code. 

"Our  phone  centers  handle  130 
million  calls  per  year,  and  we  process 
16  million  checks  each  night.  Each 


day  $2  trillion  in  fimds  flow  through 
this  bank,  and  we  maintain  custody 
for  $4  trillion  in  securities.  And  we 
run  all  of  this  in  a  24-by-7  [round- 
the-clock],  no-fault  environment." 

O'Leary  has  won  kudos  at  Chase 
because,  so  far,  the  bank's  $11.3  bil- 
lion megamerger  with  Chemical  Bank 
in  1996  has  gone  off  without  a  hitch. 
Nearly  35,000  Chase  employees  were 
added  to  Chemical's  40,000  payroll, 
and  8,000  jobs  have  been  eliminated. 
Combined,  the  banks  started  with 


Banking's  big  spenders 

Estimated  1996  bank  technology  spending  {$millions) 
$1,980  LiJih^ip 


Chase  Manhattan 


Source.  The  Tower  Group. 

Banks  spend  big  bucks  on  information  technology,  but  most 
of  it  goes  toward  operating  existing,  aging  systems.  Only  a 
small  percentage  is  spent  on  new  hardware  and  software. 


900  branches;  now  there  are  only 
500.  All  this  shrinking  of  physical 
presence  cost  only  an  8%  attrition  of 
deposits. 

Since  the  merger  Chase  is  now 
number  one  or  two  in  nearly  all  of 
the  markets  it  is  in.  Once  an  also-ran 
in  profitability,  in  1996  Chase  had  an 
11.9%  return  on  equity,  and  in  the 
first  quarter  of  1997  it  rose  to  17.5%. 

In  the  same  quarter  Chase  report- 
ed an  impressive  57.4%  operating 
efficiency,  which  measures  noninter- 
est expenses  as  a  percentage  of  total 
revenues.  That  compares  with  an 
average  of  58.2%  for  the  top  20 
banks  and  62.3%  for  Citicorp.  But 
Citicorp's  market  capitalization  is  still 
about  25%  higher  than  Chase's 
despite  Chase's  much  larger  size  in 
terms  of  assets.  Management  means 


to  close  that  gap.  Some  of  the  burden 
falls  on  O'Leary. 

It  is  O'Leary  and  his  technocrats 
who  have  taken  center  stage  within 
Chase.  Even  the  bank's  chief  execu- 
tive, Walter  Shipley,  is  now  talking 
about  "neural  nets"  and  quoting 
O'Leary  in  speeches.  Said  Shipley 
recently  to  a  group  of  executives  in 
Chicago,  "Our  chief  information  offi- 
cer calls  technology  'the  genetic  code 
for  the  evolution  of  business.'  " 
Long  gone,  clearly,  are  the  days 
when  the  chief  information 
I  officer  was  just  a  highly 
3  paid     technocrat.  Says 
i  Windle   Priem,  banking 
specialist     at  executive 
recruiter  Korn/Ferry 
International,  "The  CIO  is 
the  single  hottest  job  in 
financial  services  today." 

A  smart  banker,  Shipley 
is  so  committed  to  technol- 
ogy that  it  has  become  a 
main  topic  of  his  recent 
speeches.  Says  Shipley, 
"From  an  operating  and 
technology  standpoint  it 
[the  new  Chase]  is  kind  of 
like  putting  GM  and  Ford 
together  and  being  able  to 
look  inside  each  other  and 
learn  from  each  other's 
strengths.  It  is  fabulous." 

Bankers  who  once  spent 
most  of  their  time  thinking 
about  how  to  avoid  bad 
loans  and  how  to  hedge 
against  abrupt  changes  in  interest 
rates  now  spend  much  of  their  time 
trying  to  understand  and  harness 
technology.  "Many  chief  executive 
officers  don't  feel  competent  in  this 
area  because  it  requires  a  skill  base 
that  most  bankers  just  don't  have," 
says  Richard  Kovacevich,  chief  exec- 
utive of  Norwest. 

The  anxiety  is  ftieled  by  the  knowl- 
edge that  technology  is  going  to  fur- 
ther transform  banking  in  the  years 
ahead — but  nobody  knows  quite 
how.  Diogo  Teixeira,  president  of  the 
Tower  Group,  estimates  that  big 
banks  now  currently  run  at  60%  of 
state-of-the-art  level.  He  points  out 
that  the  vast  majority  of  them  are  still 
using  20-year-old  so-called  legacy 
mainframe  systems  for  major  data 
processing.  In  desktop  computing. 
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"Unilever  is  a  global  enterprise. 
We  make  global  brands. 

What  Control  Data  gives  us  is  global  intelligence." 
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Unilever 


Common  Name:  Dr.  Armitage 

Title:  Head  of  Global  Infrastructure,  Unilever 

Phone  Numbers 

Email  Addresses 


Control  Data  is  helping  Unilever  implement  a  globally  distributed,  standards-based 
intranet  directory  for  enterprise  messaging  and  many  other  applications. 


From  tea  bags  to  toothpaste. 

From  Popsicles  to  White 
Diamonds.  With  450 
operating  companies 
worldwide  and  $52  billion  in  annual 
revenue,  at  Unilever,  there's  no 
such  thing  as  a  minor  inefficiency. 
Almost  anything  less  than  razor-sharp 
performance  costs  investors  millions. 

With  so  much  at  stake,  it's 
not  surprising  that  Unilever  takes  an 
active  interest  in  what  some 

institutions  regard  as 
mundane  technology 
issues.  "We  have  a  new  approach  to  IT  efficiency  that  not  only  can  provide 
better  computer  service  to  our  daily  users,  but  can  reduce  our  technology 
costs  by  25  percent,  which  ultimately  could  amount  to  $85  million  in  savings,"  says 
Dr.  Martin  Armitage,  head  of  global  infrastructure. 

This  new  approach  relies  on  a  global  directory  service  that  can  be  accessed 
and  manipulated  by  a  wide  range  of  applications.  "Only  Control  Data  had  both  the 
technology  we  required  and  the  vision  and  commitment  to  work  with  us  toward  an  overall  solution, 
says  Dr.  Armitage.  "Control  Data  also  had  the  experience  implementing  directory  services 
for  tens  of  thousands  of  users." 

If  you'd  like  to  realize  a  "new"  and  "improved"  vision  of  your  enterprise 
through  technololgy  innovation,  give  us  a  call  at  ]-888-RIALT04.  Or  visit  us  on 
the  Web  at  http://www.cdc.com.  CONTROL  DATA 

The  Integration  Company 
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for  example,  only  about  15%  of  their 
client  workstations  are  running  the 
latest  Windows  NT.  Only  about  half 
the  banks  are  currently  able  to 
change  a  customer's  address  on-line. 

The  result:  There  are  huge  tech- 
nology costs  looming  over  many  big 
banks  today.  Boatmen's  Bancshares 
Chief  Executive  Andrew  Craig  cited 
technology  costs  as  one  of  the  major 
reasons  for  recently  selling  out  to 
NationsBank. 


It  is  this  environment  t.hat  has 
given  the  job  of  cliief  technolog)'  offi- 
cer enormous  power.  Chase's 
O'Leary  sensed  this  early  on.  An  arts 
bachelor  in  economics,  not  a  tech- 
nology graduate,  he  was  in  banking 
only  a  few  years  when  he  saw  that  he 
had  better  master  the  technology  if 
he  hoped  to  get  ahead.  Third  son  of 
a  physician  from  exclusive  Scarsdale, 
N.Y.,  O'Leary  graduated  from  the 
University  of  Rochester  and  went  to 
work  in  1978  as  a  lending  officer  for 
Manufacturers  Hanover  Trust. 

During  the  1980s  O'Leary  dealt 
with  technical  and  operations  people 
on  a  regular  basis.  AJong  the  way  he 
became  friendly  with  the  bank's  in- 
house  technology  expert,  Richard 
Matteis,  who  acted  as  a  mentor. 

In  1989  Manny  Hanny  formed 
Geoserve,  an  operating  and  technol- 
ogy subsidiary  to  be  run  by  Matteis. 
The  idea  was  to  transform  die  back- 


office  operations  from  a  cost  center 
to  a  profit  center.  O'Leary  got  the 
number  two  job  there.  Soon  after,,  he 
caught  the  eye  of  Manufacturers 
Hanover's  president,  Edward  Miller. 

Miller  made  O'Leary  his  chief  of 
staff  during  Manny  Hanny's  merger 
with  Chemical  Bank  in  1992.  When 
Chemical's  chief  information  officer 
retired  in  1993,  O'Leary  jumped  at 
the  chance  to  take  over.  He  was  36 
years  oki. 


"In  the  Seventies  credit  was  a  cen- 
tral competency  in  banking,  the  dom- 
inant source  of  new  revenues,"  he 
says.  "In  the  Eighties  and  early 
Nineties  it  was  capital  markets  and 
then  consumer  banking. 

"From  the  mid-1990s  going  for- 
ward it  is  clear  that  technology  and 
information  management  are  becom- 
ing not  only  a  central  competency  of 
successful  banks  but  of  any  kind  of 
business."  He  notes  that  Geoserve 
(now  called  Chase  Global  Services)  is 
now  a  $2  billion  (revenues)  entity 
within  Chase. 

There's  a  price  for  everything,  and 
the  price  of  getting  on  die  corporate 
fast  track  via  technology  is  that  you 
take  risks.  A  chief  information  officer 
must  be  adept  at  politiclcing  with  the 
various  line  managers  within  the 
bank.  Pick  the  wrong  technology',  fail 
to  use  it  properly,  let  a  competitor  get 
an  edge,  and  your  company  is  in 


trouble  and  your  career  is  in  ruins. 
"The  corporate  market  is  not  waiting 
for  technology;  technology  is  waiting 
for  us,"  says  O'Leary.  "If  we  are 
lucky,  things  last  three  years." 

How  can  shareholders  tell  if 
Chase's  $1.8  billion  expenditure  on 
information  technology  in  1996  was 
too  high.'  Quite  simply,  they  can't. 

"The  ability  for  banks  to  compete 
in  the  fiiture  is  strained  because  tech- 
nology is  not  getting  cheaper," 
O'Leary  observes.  "What  allows  you 
to  do  business  are  very  complex  plat- 
forms. Chips  and  bandwidth  costs 
may  be  plummeting,  but  the  cost  of 
running  these  platforms  is  rising." 

These  rising  costs  explain  in  part 
the  rush  for  banks  to  merge  and  thus 
spread  technology  costs  over  broader 
bases.  "To  build  a  global  custody 
platform  today  with  the  ability  to 
compete  against  Chase  and  State 
Street,  if  you  haven't  got  $100  mil- 
lion sitting  in  the  bank  in  cash,  you 
haven't  got  a  hope,"  says  O'Leary. 

O'Leary  enjoys  showing  visitors 
the  sleek  19-iiich  flat  panel  IBM  dis- 
play on  his  desk,  which  is  networked 
with  a  ProShare  desktop  video  system 
to  the  25  technology  officers  who 
report  directly  to  him.  The  128K- 
baud  video  system  is  also  piped  into 
his  and  his  lieutenants'  homes  so  they 
can  hold  meetings  over  the  weekend. 

In  syndicated  loans  Vice  Chairman 
James  Lee  is  gaining  star  status  with 
the  help  of  the  black  flat  panel  Win- 
dows NT  system  O'Leary  has  installed 
for  Lee's  225  bankers.  Each  work- 
station is  independent  so  a  banker 
can  work  at  any  desk  and  access  and 
massage  the  bank's  huge  deal-flow 
database  at  lightning  speed. 

Want  to  know  Chase's  exposure  to, 
say,  subprinie  lenders.'  O'Leary  has 
installed  a  system  that  allows  Chase's 
senior  managers  to  calculate  the 
potential  exposure  and  dig  for  details 
on  eajch  of  the  bank's  roughly 
300,000  positions  on  any  day. 

In  middle-market  lending,  where 
Chase  has  a  71%  market  penetration 
in  the  New  York  metropolitan  region. 
Chase's  new  $20  million  Relationship 
Management  System  lets  its  1,000 
lending  officers  access  and  change 
customer  information  from  the  road 
with  their  laptops.  The  information  is 
often  in  real  time,  and  each  loan  offi- 


Reiurn  on  technology? 


Bank 

Assets 

Tech  spending 

ROE 

Operating 

Price/ 

($bii) 

as  %  of  equity 

efficiency 

book  value 

Chase 

$340 

87% 

17,5% 

57,4% 

230% 

Citicorp 

290 

9.5 

19,2 

62,3 

285 

BankAmerica 

250 

6.0 

15.5 

54,8 

221 

NationsBank 

239 

4.1 

13,7 

55,3 

214 

JP  Morgan 

226 

8,6 

14,9 

66,5 

188 

First  Union 

137 

7.3 

19,4 

53,7 

253 

Bankers  Trust 

123 

13.0 

13,1 

80.5 

First  Chicago 

109 

5.9 

17,0 

51.9 

Wells  Fargo 

102 

5.5 

9,8 

60.8 

188 

Banc  One 

102 

7.0 

17,7 

57,2 

218 

Norwest 

84 

9.5 

21,0 

60.3 

331 

Fleet 

82 

6,9 

17,2 

56,7 

256 

Sources:  The  Tower  Group;  SNL  Securities,  Forbes  estimates. 


ClOs  spend  lots  of  shareholder  money. 

However,  it  is  difficult  to  measure  their  effectiveness. 

That's  one  thing  that  makes  the  job  so  desirable. 
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cer  knows  exactly  how  profitable  each 
customer  is  at  any  given  time.  Chase 
salesmen  can  quickly  identify  clients 
who  may  be  prospects  for  additional 
services.  Since  the  system  was 
installed,  loan  officers  have  increased 
calls  on  customers  by  33%,  and  the 
group's  profitability  has  risen  by  27%. 

Chase's  goal  is  to  be  able  to  deliv- 
er its  products  to  customers  with  reli- 
ability, consistency  and  competitive 
prices  much  the  way  Coca-Cola  and 
McDonald's  do.  In  other  words,  a 
Chase  customer  should  be  able  to  call 
up  a  single  800  number  and  talk  to  a 
single  person  to  find  out  about  your 
savings  account,  auto  loan  and  credit 
card  balances.  Chase  also  wants  to 
know  everything  about  its  customers 
so  it  can  be  more  efficient  in  market- 
ing its  products. 

With  data  mining  Chase  has  been 
able  to  drill  down  into  the  vast  pools 
of  proprietary  data  it  has  on  its  25 


million  customers  to  fine-tune  its 
offerings.  In  1992,  when  Chemical 
merged  widi  Manufacturers  Hanover, 
it  sent  its  customers  a  single  form 
letter  about  the  merger  and  how  it 
would  affect  them.  Last  year,  after  the 
Chase-Chemical  merger,  it  sent  out 
350  types  of  customized  letters  based 
on  customers'  actual  balances,  loans 
and  investments,  suggesting  specific 
new  products  to  meet  their  needs. 

Using  a  Windows-based  PC, 
Chase's  retail  managers  will  happily 
demonstrate  how  they  are  able  to 
slice  and  dice  data  on  retail  branch 
banking  so  that  they  can  sec  exactly 
how  profitable  each  product  is  at  any 
of  their  500  branches.  For  example, 
in  a  flash  they  can  figure  out  whether 
a  certain  change  works  or  not.  "In 
Connecticut  we  raised  the  savings 
rate  35  basis  points  and  increased  our 
deposit  balances  by  20%  in  six 
months,"  says  Russel  Herz,  a  senior 


vice  president  in  retail  marketing.  It 
was  easy  after  that  to  figure  that 
money  spent  on  paying  higher  sav- 
ings rates  to  customers  was  money 
well  spent. 

While  the  managers  adjust  pricing, 
O'Lcary's  computer  programmers  are 
working  to  develop  genetic  algo- 
rithms— models  that  increase  the 
computer's  knowledge  with  experi- 
ence. Chairman  Shipley  talks  to 
investors  about  how  "neural  nets," 
which  teach  computers  to  find  pre- 
dictive patterns,  have  cut  20  basis 
points  off  the  losses  from  fraud  on 
Chase's  $25  billion  credit  card  port- 
folio. 

In  auto  finance  Chase  is  third  in 
lending,  behind  General  Motors  and 
Ford,  with  $11  billion  in  loans.  That 
is  mostly  because  Chase's  and  IBM's 
proprietary  touch  screen  system, 
installed  in  dealerships,  allows  dealers 
to  transmit  data  to  Chase  for  credit 
approval  and  get  an  answer  back  in 
five  to  ten  minutes.  "A  dealer's  main 
objective  is  to  make  a  sale  before  you 
walk  out  the  door,"  says  O'Leary. 
"With  our  system  we  are  the  fastest, 
so  we  get  the  business." 

Technology  can  work  wonders,  but 
to  no  avail  unless  the  customers  trust 
the  brand.  Look  for  Chase  to  do 
heavy  brand-building.  "The  value  of 
brand  and  scale  is  growing,"  says 
O'Leary.  "In  cyberspace  trust  means 
a  lot  more  than  in  the  physical  world 
because  you  often  don't  know  where 
that  icon  on  your  screen  is  from." 

Point  well  taken:  Banks  of  yore 
built  trust  with  imposing  marble 
structures,  with  grandfather  clocks, 
soaring  ceilings  and  polished  brass. 
Today's  banks  depend  heavily  on 
technology  the  customers  don't  see 
but  must  be  persuaded  to  trust. 

When  he  was  a  kid  growing  up  in 
New  York's  suburban  Westchester 
County,  O'Leary  was  in  love  with  fast 
sports  cars.  He  bought  his  first  MGB 
at  14  for  $250,  took  it  apart,  learned 
how  it  worked  and  reconditioned  it. 
Being  too  young  to  drive  a  car  legal- 
ly, he  rented  the  MGB  to  his  older 
brother  for  a  couple  of  years. 

Thus  did  he  demonstrate  early  on 
a  combination  of  financial  smarts 
with  a  pressing  curiosity  as  to  how 
things  work.  Pretty  good  prescription 
for  a  banker  in  the  2 1st  century.  H 
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A  Coach  Bag  Fully  Loaded. 


Introducing  the  ultimate 


leather  accessory,  the  LS400  Coach®  Edition. 
Two  of  the  most  venerable  symbols  of  luxury 
and  sophistication,  Lexus  and  Coach,  have  come 
together  to  create  a  motor  vehicle  that  stands 
apart  even  in  the  elite  circle  of  luxury  automo- 
biles. Its  spacious  interior  is  appointed  luxuri- 
ously with  Coach  leather  trim,*  a  power  moonroof, 
an  in-dash,  six  CD  auto-changer,  a  custom  shift 
knob  and  a  driver's  power  memory  system.  The 
exterior  features  exclusive  alloy  wheels,  cham- 
pagne-pearl badging  and  a  choice  of  selected 
colors.  The  finishing  touch  is  a  beautifully  crafted,  complimentary  Coach  leather  Cabin  Bag.**  AH  of  which,  amazingly  enough, 
are  available  at  a  substantial  savings.  Yet  the  one  luxury  we  didn't  include  is  that  of  time.  We  suggest  that  you  act  with  dispatch 

because  quantities  are  limited.  For  more  details,  please  see  your  nearest  Lexus  dealer.    \^^\  ^"i^^^CLi^^S 
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Incensed  that  the  educrats  have  blocked  vouchers  and  school 
choice  in  your  community?  Public-spirited  individuals  like 
Virginia  Gilder  are  fighting  back  against  the  education  monopoly. 


Trustbust 


By  Susan  Lee  and  Christine  Foster 

Public  school  education  is  like  the  weath- 
er: Everybody  complains  about  it,  but 
nobody  does  anything.  They  figure  that 
there's  no  way  they  can  buck  the  monopoly 
held  by  the  teachers'  unions  and  the  educa- 
tional establishment. 
Not  quite  right. 

Say  hello  to  Virginia  Gilder,  who  is  about 
to  liberate  153  kids  from  the  atrocious  Giffen 
Memorial  Elementary  School  in  Albany,  N.Y. 
Gilder,  a  New  York  City  investor,  is  offering 
their  parents  vouchers  to  pay  for  90%  of  the 
cost  of  private  school,  up  to  $2,000  a  year  for 
each  student,  for  a  miniminn  of  three  years 
and  a  max  of  six  years.  Parents  will  pay  the 
rest  from  their  own  funds  or  from  money 
raised  by  churches  or  neighborhood  groups. 

Giffen,  widi  458  eligible  kids,  is  one  of  the 
worst  public  schools  in  New  York  State — and 
that's  quite  a  claim.  Over  the  last  five  years, 
on  average,  only  half  of  its  third-grade  stu- 
dents were  able  to  read  at  the  state's  mini- 
mum standards.  It's  also  within  spitting  dis- 
tance of  the  State  House,  where  last  year  the 
Board  of  Regents  refused  to  recommend  a 
voucher  plan  using  public  funds. 

Gilder  comes  from  a  blue-collar  family  and 
neitlier  parent  went  to  college.  From  person- 
al experience  she  believes  that  education  is 
the  only  path  to  a  competent,  productive  life 
in  modern  society.  "Maybe  1  didn't  make  the 
best  of  my  college  education,  but  I  was 
exposed  to  bigger  possibilities  because  of  it," 
she  says. 

Like  other  privately  funded  voucher  pro- 
grams. Gilder's  is  aimed  at  low-income  stu- 
dents— about  96%  of  the  kids  at  Giffen  are 
eligible  for  the  federal  school  lunch  program. 
(Gilder's  program  is  run  under  the  auspices 
of  A  Better  Choice,  based  in  Albany.) 

Unlike  other  programs,  however,  which 
offer  private-school  tuition  for  students  in  an 
entire  district  through  a  lottery.  Gilder  decid- 
ed to  focus  on  one  school.  She  tliought  it  was 
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fairer — everybody  in  the  school  could  choose 
to  leave — and  it  would  have  more  impact.  "If 
four  or  five  students  fade  out  of  a  public 
school,  nobody  notices  and  it's  easier  for  the 
school  to  go  about  its  business  as  usual;  but 
if  a  big  bunch  leaves,  the  message  can't  be 
ignored,"  she  says. 

Virginia  Gilder's  offer  attracted  33%  of  the 
Giffen  student  body.  Yep,  one-third  of  Giffen 
parents — given  the  choice — decided  to 
switch.  Not  even  the  uncaring  state  legislators 
could  ignore  that  signal. 

Those  parents,  like  Deborah  Wilson, 
mother  of  Tiara  Kennedy,  7,  feel  that  Giffen 
just  wasn't  doing  the  job.  "Giffen  didn't 
really  expect  much,"  says  Wilson.  "Tiara  got 
five  spelling  words  each  week.  I  felt  she 
should  have  been  exposed  to  more  words. 
Then,  later  in  the  year,  the  same  words  were 
given  again.  That  really  bothered  me." 

For  sure,  Virginia  Gilder's  project  is  dra- 
matic, and  it's  politically  embarrassing  to  the 
New  York  State  legislators  who  go  about 
their  business  nearby  while  ignoring  the 
plight  of  Giffen's  students.  But  will  it  work." 

Like  gangbusters. 

Look  at  what  happened  in  Milwaukee,  Wis., 
which  started  a  publicly  fiinded  school-choice 
program  in  1990.  The  experiment  involved 
1,000  eligible  kids  with  vouchers  worth 
$2,446  apiece  to  pay  for  private  schools. 

Jay  P.  Greene,  of  the  University  of  Hous- 
ton, and  Paul  E.  Peterson,  of  Harvard,  stud- 
ied the  Milwaukee  program.  They  found  that 
after  three  or  four  years  reading  scores  of 
low-income  minority  students  were  on  aver- 
age 3  to  6  percentage  points  higher  and  math 
scores  were  5  to  1 1  points  higher  than  those 
of  comparable  public-school  students.  "This 
is  no  small  accomplishment,"  says  Peterson. 
"If  one  extrapolated  these  results  over  12 
years,  the  difference  between  white  and 
minorit)'  math  scores  would  disappear  entire- 
ly, anti  the  difference  between  reading  scores 


Clockwise  from  upper 
left:  Aaron,  Brandon 
and  Tiara  Kennedy, 
Madaya  Murphy, 
Deborah  Wilson  and 
Maniah  Murphy 
Thanks  to  vouchers, 
Wilson  can  take  her 
kids  out  of  Albany, 
N.Y.'s  Giffen  Memonal 
Elementary  School. 
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would  be  almost  eliminated." 

Virginia  Gilder  is  not  alone,  either. 
In  the  past  several  years  private 
voucher  programs  ha\'e  been  spring- 
ing up  across  the  country.  Fritz 
Steiger  of  CEO  America,  a  clearing- 
house for  private  voucher  programs 
in  Bentonvillc,  Ark.,  knows  of  30 
programs  in  18  states.  These  include 
Texas,  Indiana,  Arkansas  and  Arizona, 
with  other  programs  to  start  soon  in 
San  Francisco,  Miami,  St.  Louis, 
Chicago,  Baltimore,  Dayton  and 
Columbia,  S.C. 

Nationwide,  13,500  kids  are  using 
privately  funded  vouchers  to  escape 
from  dismal  public  schools,  and  there 
arc  40,000  on  waiting  lists.  Steiger 
estimates  that  since  1991  more  than 
$40  million  has  been  spent  or 
pledged.  This,  of  course,  is  only  a 
drop  in  the  bucket  in  a  nation  that 
spends  almost  $300  billion  a  year  on 
public  elementary  and  secondary 
education,  but  it  has  already  created 
a  valuable  demonstration  project.  A 
nation  that  has  strongly  opposed 
monopoly  in  industry  is  finally  catch- 
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ing  on  to  the  danger  of  monopoly  in 
education.  Virginia  Gilder  and  people 
like  her  are  modern  trustbusters. 

The  largest  private  voucher  pro- 
gram is  Partners  Advancing  Values  in 
Education  (pave)  in  Milwaukee, 
which  began  in  1992,  two  years  after 
that  city's  publicly  funded  school- 
choice  experiment  started.  This  year 
PAVE  is  spending  $4.2  million  to  give 
scholarships  to  4,300  kids  for  mostly 
Catholic  and  Lutheran  schools,  but 
also  Jewish  and  Muslim — as  well  as 
secular  ones.  Vouchers  average 
$821  for  elementary  and  $1,450 
for  high  school. 

The  second-largest  private 
voucher  program  is  School 
Choice  Scholarships  Founda- 
tion in  New  York  City.  It  was 
the  idea  of  Bruce  Kovner, 


chairperson  of  Caxton  Corp.  When  it 
began  last  year,  the  foundation  had  a 
war  chest  of  $6  million,  but  addi- 
tional donations  have  pushed  the  sum 
past  $7  million;  and  Kovner  expects 
to  hit  $10  million  soon,  which  will, 
most  likely,  be  used  to  extend  the 
number  of  scholarships. 

The  foundation  has  received  about 
23,000  requests  for  scholarships,  and 
1,300  kids  were  selected  by  lottery  in 
May.  The  vouchers  will  pay  up  to 
$  1 ,400  a  year  for  three  years  to  kids 
in  grades  one  through  five  stuck  in 
the  worst-performing  New  York  City 
public  schools.  The  kids  then  apply  to 
private  schools.  "The  participating 
private  schools  are  mostly  Catholic, 
Lutheran,  Jewish  and  African-Ameri- 
can, but  almost  no  private  school  has 
rehised,"  savs  Kovner. 
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Jallah  Bunch  and 
his  new  classmates 
in  IVIargaret 
Neugebauer's  room 
at  Christian  Brothers 
Academy  in 
Albany,  N.Y. 
When  Jallah  went 
to  Giffen  he  often 
started  his  home- 
work in  class  and 
had  little  left  to 
do  at  home,  says 
his  mother,  Arlene 
Oliver.  At  his  new 
school  his  work 
takes  up  much  of 
the  evening,  leav- 
ing little  time  for 
watching  TV. 


The  idea  behind  vouchers  is 
simple:  Break  the  lock  that  public 
schools  have  over  poor  and  most 
middle-income  kids.  Like  any 
monopoly,  the  public  education  trust 
serves  its  members  rather  than  its  cus- 
tomers. If  they  don't  like  the  prod- 
uct, too  bad.  The  monopoly  position 
gives  public  schools  litde  incentive  to 
improve  services;  both  students  and 
tax  revenue  flow  to  them  regardless 
of  whether  they  are  doing  a  good 
job.  This  absence  of  incentive  is  obvi- 
ous in  the  numbers:  Over  the  past  30 
years  test  scores  and  other  measures 


of  academic  achievement  have  headed 
south,  while  spending  on  elementary 
and  secondary  schools  has  streaked 
north  (see  chart,  opposite). 

The  alternative,  private  school,  is 
economically  out  of  reach  for  most 
parents.  Vouchers  give  them  the 
financial  wherewithal  to  opt  out  of 
the  designated  public  school  and  put 
their  children  in  a  school  of  their 
choosing. 

Vouchers — and  the  threat  of  losing 
tax  money — are  to  the  teachers' 
unions  and  bureaucrats  what  the 
Bible  is  to  Satan.  Their  widespread 


use  would  constitute  one  big  kick  in 
the  pants  for  public  schools  to  shape 
up  to  compete  for  students.  The  edu- 
cational establishment  has  fought 
most  voucher  plans  paid  for  with  tax- 
payer money.  It  cannot,  however, 
prevent  philanthropists  like  Gilder  or 
Kovner  from  handing  vouchers. 

Vouchers  do  not  necessarily — as 
the  educrats  would  have  you 
believe — spell  the  doom  of  public 
education.  By  leveling  the  financial 
terrain  and  promoting  competition, 
vouchers  will  generate  incentives  for 
schools  to  spruce  up  educational  ser- 


Do  it  yourself 

Want  to  advance  school  choice  in  your  community? 
Here's  how  to  do  it. 

Bruce  Kovner,  chairperson  of  Caxton  Corp.,  thinks 
the  failure  of  education  for  inner-city  kids  is  deplorable. 

He  had  long  been  intrigued  by  the  idea  of  vouchers, 
but  it  wasn't  until  last  year  that  it  suddenly  came  to 
him.  "Hey!  We  can  do  this  ourselves.  We  don't  have  to 
wait  for  someone  else  to  do  it." 

So  he  did. 

Kovner  is  now  the  chairperson  of  School  Choice 
Scholarships  Foundation  in  New  York  City,  which  is 
offering  vouchers  to  1,300  kids.  Donations  to  the  pri- 
vately fiinded  group  will  be  tax-deductible  as  gifts  to  a 
501(c)3  nonprofit  organization. 

Elsewhere? 

CEO  America  in  Bentonville,  Ark.  can  help  you 
donate  to  a  private  voucher  program  in  your  area  or 
even  set  up  a  program  of  your  own. 


Donations  to  all  of  the  programs  under  the  CEO 
America  umbrella  are  tax-deductible.  Donors  will 
receive  a  letter  acknowledging  their  gift  for  tax  purpos- 
es. Contributions  of  any  amount  are  accepted. 

Starting  your  own  voucher  program  requires  a  bigger 
commitment.  A  contribution  of  $100,000  a  year  over 
three  years  can  fund  scholarships  for  60  to  140  stu- 
dents— the  size  of  the  typical  program,  said  Fritz 
Steiger,  president  of  CEO  America.  A  smaller  effort 
involving  10  children  can  be  started  for  $10,000.  The 
most  significant  programs  have  had  $1  million  or  more. 

Some  people  come  to  the  table  with  their  own 
money;  others  have  the  contacts  to  do  fiindraising. 

The  organization  provides  manuals  and  videotapes 
that  walk  people  step-by-step  through  the  process  of 
establishing  a  voucher  program. 

CEO  America  can  be  reached  at  501-273-6957. 
P.O.  Box  1543,  Bentonville,  Ark.  72712-1543.  E-mail: 
ceoa@aoI.com.  Web  site:  www.ceoamerica.org. 

-S.L.  and  C.F.  Hi 
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State  governments  for  choice 

Private  coni  rjbutors  are  cool,  but  they  can  only 
scratch  the  surface.  Enter  some  determined  state  gov- 
ernments that  arc  also  experimenting  with  ways  to  . 
increase  competition. 

In  Texas  the  state  senate  is  considering  legislation  to 
spring  600,000  students  who  attend  failing  schools.  The 
measure  would  release  money  currently  directed  toward 
their  education  to  pay  for  private  school  tuition.  State 
law  already  permits  these  students  to  take  their  allotted 
fimding  to  another  public  school.  But  public  schools 
have  balked  at  accepting  them;  only  about  50  have  been 
allowed  to  transfer. 

Under  the  new  proposal,  kids  who  try  to  enroll  at 
another  public  school  but  are  turned  down  could  then 
take  about  80%  of  their  money  and  use  it  for  private 
school  tuition — religious  or  secular.  Since  per-pupil 
spending  in  Texas  averages  $5,000  a  year,  this  plan 
could  arm  kids  and  parents  with  as  much  as  $4,000  to 
spend  on  private  education.  A  wincifall,  since  private 
school  tuition  in  Texas  averages  $2,700. 

A  majority  of  Texans  (62%)  are  hot  for  school  choice. 
And  among  minorities  support  is  even  higher;  77%  of 
Hispanics  and  71%  of  blacks  favor  vouchers. 

Predictably,  the  plan  is  opposed  by  an  association  of 
school  board  members,  the  teachers'  unions  and  People 
for  the  American  Way. 

Arizona's  legislators  took  a  different  approach. 


They're  going  to  give  people  a  tax  incentive  to  give 
money  for  privately  handed  vouchers,  thus  beefing  up 
donations. 

Arizona's  governor  signed  a  law  in  April  that  gives  a 
tax  credit  of  up  to  $500  to  anyone  who  contributes  to 
private  vouchers.  While  taxpayers  are  already  allowed  a 
federal  deduction  for  donations  to  approved  voucher 
programs,  this  offers  a  bigger  break — by  lowering  tax 
bills  dollar  for  dollar  rather  than  cutting  taxable  income. 

This  approach  could  liberate  thousands  of  children  to 
attenci  schools  other  than  their  assigned  public  schools. 
The  average  scholarship  is  $638,  but  since  private 
school  tuition  in  Arizona  averages  $1,300,  even  this 
small  amount  will  give  parents  a  big  assist. 

The  law,  which  was  opposed  by — guess  who? — the 
state  school  board  association  and  the  teachers'  union, 
goes  into  effect  July  1,  1997. 

Minnesota's  legislature  is  also  considering  an  educa- 
tion-linked tax  cut  proposed  by  Governor  Arne  Carlson. 
Unlike  Arizona's  plan,  this  one  targets  parents  paying 
for  educational  expenses  for  their  own  children. 

Depenciing  on  family  income,  parents  could  take 
either  a  credit  or  an  expanded  deduction  to  pay  for  pri- 
vate tuition  at  religious  or  secular  schools,  private  tutor- 
ing or  other  educational  expenses.  Even  families  who 
home-school  would  get  a  tax  credit  of  $1,000.  Oh, 
sure,  the  teachers'  unions  and  the  school  board  associa- 
tion are  fighting  the  plan. 

What  monopoly  dies  willinglyi"       -S.L.  and  C.F.  H 


vices.  If  they  don't,  diey  will  lose  tax- 
payer money  to  those  schools  that  do 
shape  up. 

That's  the  idea,  and  it  seems  to 
work.  Caroline  Minter  Hoxby,  an 
economist  at  Harvard,  has  studied 
the  effectiveness  of  school-choice 
programs.  She  found  that  when  pri- 
vate and  public  schools  compete, 
there  are  substantial  gains  in  educa- 
tional achievement. 

For  example,  Hoxby  discovered 
that  competition  from  Cathohc 
schools  sharpened  outcomes  at  both 
Catholic  and  public  schools.  "A 
$1,000  voucher  would  improve  per- 
formance across  die  board,"  she  says. 
Both  public  and  private  school  kids 
would  increase  the  amount  of  time 
spent  in  school  by  about  two  years; 
math  and  reading  test  scores  would 
improve  by  about  10%;  and  the 
fliture  value  of  student  income  would 
rise  by  14%. 

School  choice  also  generates  effi- 


ciency gains.  Private  schools,  free 
from  stifling  union  rules  and  legisla- 
tive mandates,  educate  students  for 
less  money.  According  to  figures  from 
the  Cato  Institute,  average  private 
tuition  is  $3,116  per  year,  which 
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makes  it  less  than  half  of  the  $6,857 
average  cost  per  pupil  for  public 
schools.  Of  course  elite  private 
schools  are  often  more  expensive 
than  this — the  average  per-student 
expenditure  for  private,  independent 
elementary  schools  was  $8,989  in 
1994-95 — but  they  also  offer  frills 
that  are  not  considered  essential  for  a 
basic  education. 

And  hold  on  to  your  hats:  The  cost 
per  pupil  for  public  schools  in  Wash- 
ington, D.C.  is  $9,500,  and  it's 
$7,350  in  New  York  City.  Both  fairly 
close  to  what  elite  private  schools 
charge,  but  with  neither  matching 
quality  nor  matching  services. 

Why  is  spending  so  much  higher  in 
the  average  public  school  than  in  the 
average  private  school.^  Well,  the  large 
religious-school  universe  brings  down 
average  costs  for  private  schools — in 
1993-94  tuition  at  elementary 
Catholic  schools  averaged  $1,628, 
not  including  subsidies.  But  subsidies 
are  not  the  reason.  Catholic  schools 
are  run  with  much,  much  less  edu- 
cracy.  The  Cato  Institute  reckons  that 
in  1987  the  Chicago  public  schools 
warehoused  3,300  nonteaching 
employees,  while  the  Catholic  Arch- 
diocese, with  almost  40%  of  the  stu- 
dent population  of  public  schools,  ran 
its  system  with  only  36  administrators. 
This  is  not  surprising  in  an  era  when 
many  public  boards  of  education 
include  on  their  payrolls  public  rela- 
tions officials  whose  chief  job  is  to  sell 
swollen  school  budgets  to  taxpayers. 


The  fact  that  private  schools  gen- 
erate better  academic  performance 
for  their  students  makes  their  pro- 
ductivity higher  still.  This  was 
demonstrated  by  Greene  and  Peter- 
son's study  of  the  Milwaukee  school- 
choice  program:  Greater  achieve- 
ments were  produced  at  lower  cost. 

Harvard's  Hoxby  found  that  com- 
petition between  private  and  public 
schools  not  only  produced  giant  edu- 
cational gains  but  also  saved  money. 
When  public  schools  competed 
against  one  another,  Hoxby  found 
smaller  educational  gains  in  shifts 
between  public  schools  than  when 
students  shifted  to  private  schools, 
but  competition  did  lower  costs  at 
the  public  schools.  In  other  words, 
competition  yielded  more  education 
with  less  money  spent. 

No  one  can  expect  private  philan- 
thropy to  do  the  whole  job:  Given 
the  chance,  parents  would  shift  chil- 

"They  just  color  and 
play  and  listen  to  music. 
I  just  don't  think  that's 

the  way  they  learn  I 

don't  want  her  potential 
to  go  to  waste  in  a 
school  that  doesn't  do 
what  she  needs." 
-Naaunta  Favors,  mother 


dren  en  masse  to  private  schools, 
swamping  pliilanthropists.  But  private 
vouchers  offer  a  neat  way  for  public- 
spirited  citizens  to  show  up  the 
incompetence  of  the  existing  public- 
school  monopoly.  Ten  days  after  a 
Wisconsin  court  ruled  against  spend- 
ing taxpayer  money  on  vouchers, 
Wisconsin  citizens  came  up  with  $2 
million  so  tire  kids  could  go  to  private 
schools  as  planned;  eventually  $4  mil- 
lion was  raised.  The  monopolists  had 
blocked  taxpayer-supported  vouchers, 
but  they  hadn't  prevented  parents 
and  kids  from  voting  with  their  feet. 

Contributing  money  to  finance 
voucher  programs  is  thus  a  way  of 
making  a  difference  to  real  human 
beings.  Better  this  by  far  than  getting 
a  building  named  after  you  at  the  old 
alma  mater  (see  box,  p. 149). 

Of  course,  really  serious  competi- 
tion can  be  generated  only  by  the  big 
banana — publicly  funded  vouchers. 
And  it's  only  fair  that  taxpayers  be 
given  a  chance  to  decide  where  to 
spend  their  school  tax  dollars.  Parents 
with  children  in  private  schools  are 
now  paying  twice — once  through 
their  taxes  to  support  public  schools 
and  again  in  tuition  payments  for  pri- 
vate schools.  And  families  without 
children  are  paying  huge  taxes  to  sup- 
port institutions  that  don't  serve  their 
communities  (see  box,  opposite). 

One  problem  is  that  as  public 
funding  moves  forward,  it'll  be  dif- 
ficult to  generate  enough  competi- 
tion without  including  religious 
schools.  The  universe  of  private 
nonreligious  schools  is  small;  while 
private  schools  constitute  one-quar- 
ter of  all  schools  in  the  country,  only 
20%  are  nonreligious.  However, 
while  there  is  a  clear  need  to  include 
religious  schools,  their  participation 
in  voucher  programs  raises  a  consti- 
tutional issue:  The  First  Amend- 
ment mandates  separation  of  church 
and  state. 

The  constitutional  problem  has 
been  seized  by  the  enemies  of  school 
choice — the  educrats. 

Consider  what's  happened  to  pub- 
lically  handed  vouchers  in  Milwaukee, 
Cleveland  and  Vermont. 

In  1995  the  Wisconsin  state  legis- 
lature decided  to  extend  the  scope  of 
the  Milwaukee  school-choice  pro- 
gram from  1,500  to  15,000  children 
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by  allowing  religious  schools  to  par- 
ticipate. The  new  program  was 
immediately  blocked  by  a  court 
injunction  sought  by  the  Milwaukee 
Teachers'  Education  Association  and 
the  left-leaning  People  for  the  Amer- 
ican Way,  among  others.  A  lower 
court  ruled  the  expanded  program — 
public  money  for  religious  schools — 
unconstitutional. 

Publicly  ftinded  vouchers  in  Cleve- 
land caused  a  similar  temper 
tantrum.  In  1995  the  Ohio  state  leg- 
islature   granted    permission  for 


tuition  vouchers  worth  $2,250  to  be 
given  to  children  in  kindergarten 
through  third  grade  for  both  reli- 
gious and  nonreligious  private 
schools.  The  legislature  appropriated 
$5.25  million  and,  out  of  7,000 
applicants,  vouchers  went  to  2,000 
kids.  The  program  included  Catholic, 
Protestant,  Muslim,  as  well  as  non- 
sectarian  schools.  The  same  cast  of 
Neanderthals  who  went  berserk  in 
Milwaukee  sued  to  stop  the  program: 
the  Ohio  Education  Association,  the 
American  Federation  of  Teachers  and 

"At  Tiara's  new  school  they 
focus  a  little  more  on  tardi- 
ness and  absences.  At 
Giffen  they  don't  even  ask 
for  a  note.  If  I  forget  to  send 
a  note  with  Tiara,  St.  James 
will  send  a  form  home  say- 
ing, 'Dear  Parent:  I  have 
not  received  an  explanation 
for  your  child's  absence.' 
At  Giffen,  when  my  sons 
were  absent,  I  would  ask 
them,  'Do  you  need  a 
note?'  because  I  was  so 
used  to  writing  notes  for 
her  [Tiara],  and  they  said, 
'Oh,  no.  ...'I  try  to  get 
Tiara  out  on  time,  but  for 
the  boys  it's  not  that  I 
don't  care,  it's  just  more 
lax.  If  they  go  late,  it 
doesn't  seem  that  bad." 
-Deborah  Wilson,  mother 


People  for  the  American  Way. 

The  Court  of  Common  Pleas  ruled 
it  constitutional,  but  the  Nean- 
derthals appealed  that  decision  to  the 
Ohio  Court  of  Appeals,  which  just 
declared  it  unconstitutional.  The  state 
of  Ohio  is  planning  an  appeal. 

And  then  there's  Chittenden,  Vt. 
Some  rural  communities,  wishing  to 
avoid  the  expense  of  building  public 
high  schools,  agree  to  pay  public  or 
private  school  tuition  for  prospective 
students  in  their  districts.  Religious 
schools  were  included  until  1961, 
when  the  state  supreme  court  ruled  it 
was  unconstitutional.  The  court 
vaguely  overturned  itself  in  1994, 
ruling  that  reimbursement  for  reli- 
gious schools  was  okay. 

In  1996  when  Chittenden  tried  to 
include  payment  for  religious  schools, 
the  state  took  away  Chittenden's 
education  ftinds.  The  town  sued,  and 
the  case,  is  now  before  a  Vermont 
superior  court. 

All  three  state  cases  could  reach  the 
U.S.  Supreme  Court  in  1998. 

The  foes  of  vouchers  argue  that 
school  choice  constitutes  an  estab- 
lishment of  religion  by  the  state  and 
is  therefore  unconstitutional.  Sup- 
porters say  that  giving  money  to  par- 
ents and  kids  is  not  the  same  as  giving 
it  to  schools.  "Aid  to  students  and 
families  is  a  matter  of  providing  gov- 
ernment benefits,  like  the  Gl  bill  after 
World  War  II,"  argues  Chnt  Bolick 
of  the  Washington,  D.C. -based  Insti- 
tute for  Justice.  'Tt  is  not  a  reUgious 
establishment." 

However  the  constitutional  niceties 
resolve  themselves,  people  like  Vir- 
ginia Gilder  and  Bruce  Kovner  are 
not  waiting.  "It's  a  shame  it's  come 
to  this,"  says  Gilder.  "Kids  are 
trapped,  and  well-meaning  parents 
can't  do  anything  about  it."  But 
charitable  and  public-spirited  citizens 
can  do  something  about  it — and 
indeed  many  of  them  are.  H 
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Of  all  the  speculation  about  the  new  Corvette 
over  the  years,  the  biggest  niisconception  was 
that  it  would  be  a  sort  of  warmed-over  C4. 


This  was  because  of  the  way  we  masked  all 
of  our  prototypes  to  make  them  look  like  C4s. 
We  certainly  didn't  try  to  dispel  this  notion. 


{The  engine  is  entirely  new:  aluminum,  deep-bkirt,  5,7  L,l 
345  hp  at  5600  rpm,  350  fl.-lbs.  of  torque  at  4400  rpm.  | 

In  fact,  we  were  so  tight-lipped  about  the  C5 
all  along  that  I  think  people  just  assumed  we 
had  nothing  to  say  about  the  car. 


When  the  reporters  finally  drove  it,  they  were 
probably  a  little  awestruck  that  the  Corvette  had 
been  reinvented.  And,  in  fact,  there  are  only  a  few 
holdover  parts  on  the  car;  everything  else  is  new. 
But  that  was  the  intention  all  along,  to  make  the 
new  Corvette  a  big  surprise,  a  revolution. 

To  Change  A  Classic  The  big  dilemma  right  from 
the  outset  was  how  much  change  to  incorporate 
into  this  new  car.  The  goal  was  to  maintain  the 
spirit  and  soul  of  past  Corvettes.  YJe  examined 
the  weak  points  and  hinied  them  into  strengths. 
I  like  to  say  the  things  that  were  gaod,  we  made 
great,  and  things  that  were  great  d  c  -'\  en  better. 


{The  honest- to-goodness  ti 

Announcing  the 

By  David  Hill,  C 

In  fact,  there  was  even  some  concern  about 
making  the  car  too  civilized,  and  maybe  people 
would  lose  their  fascination  with  the  Corvette. 
When  this  was  researched,  we  were  all  surprised 
to  find  that  far  more  important  than  how  this  car 
looked  —  three  times  more  important  —  was 
how  good  it  was,  how  dependable  and  reliable. 
This  became  our  top  priority 


Ride,  Handling,  Structure  The  performance 
numbers  are  impressive  [175  miles-per-hour, 
0-60  in  4.7  seconds  (manual),  345  horsepower; 
speculation  about  all  these  numbers  has  been 
true],  but  it's  the  ride  and  handling  that  really 
make  the  C5  a  different  car. 

The  handling  is  easy  natural,  free  of  surprises; 
you  wouldn't  have  any  hesitation  about  sending  a       down  to  Florida  and  Arizona.  They  talked  at 
friend  out  to  drive  this  Corvette.  Even  the  most       how  good  they  felt  because  the  car  is  very  k 


The         N     e     X  \ 


I  The  new  center  tunnel  structure  and  hydroformed  [ 

complete  novice  will  feel  the  difference  in  r 
quality.  You  can  go  500  miles  or  more  in  oni 
sitting  and  still  be  in  really  good,  alert  shap 
with  a  clear  head  and  clear  hearing,  becaus' 
the  ride  has  been  quiet  and  easy 
We  had  some  people  drive  the  car  from  0 


3ut  the  C5  Corvette,  after  all.) 

^th  of  Speculation. 


vette  Engineer 


nake  the  new  Corvette  450  percent  stiffer  than  the  C4.  | 

Vlore  than  anything  else,  the  improved  ride 
the  result  of  increased  rigidity.  Structurally, 
I C5  is  450  percent  stiffer  than  its  predecessor, 
d  it  shows.  This  stiffer  structure  allows  the 
w  SLA  (short-arm,  long-arm)  suspension  to 
its  job  properly 

^0  other  car  has  achieved  the  feeling  of  a  very 
Densive  touring  sedan,  even  though  it's  a  high- 


performance  sports  car,  and  even  though  the 
roof  is  removed.  In  fact,  the  C5  has  the  stiffest 
frame  of  any  open-roof  production  sports  car 
It's  solid;  it  communicates  an  unprecedented 
level  of  goodness  because  of  its  breakthrough, 
best-of-class  kind  of  structural  integrity. 

Entry,  Egress,  Le^  Room  Now  the  interior  space 
is  expanded  due  to  the  extended  wheelbase  and 
the  new  rear-mounted  transmission  and  fuel 
system  layout.  There's  more  leg  room,  and 
we  made  entry  and  egress  easier 

No  matter  how  much  someone  says  that  a  sports 
car  should  be  challenging,  we  found  that  while 
people  will  put  up  with  minor  inconveniences, 
they'd  much  rather  not  be  hassled  by  a  car  Even 
sports  car  drivers  want  leg  room,  and  they  like 
to  get  in  and  out  of  their  car  easily  Almost  every- 


one we  asked  felt  the  same  way,  from  average- 
size  people  to  professional  football  players  who 
attended  a  seminar  we  held  in  Chicago. 


The  C5  transmission  is  located  in  the  rear  for  better 
weight  distribution  and  increased  interior  space. 


The  Next  Corvette  While  the  C5  is  in  some  senses 
a  traditional  small-block  V8  Corvette,  it  really  is 
a  different  car  than  the  Vette  you've  known.  It's 
different  in  ways  1  think  people  will  appreciate. 

It's  been  a  long,  challenging  project,  and  it's 
been  hard  to  keep  quiet  about  this  whole  thing 
all  this  time.  Now  the  new  Corvette  is  real.  And 
now  all  those  years  of  speculation  end  right  here: 
with  our  new  car,  right  on  the  showroom  floor. 

As  for  the  speculators  and  spy  photographers, 
1  guess  their  work  is  done. 

Then  again,  there's  always  '98. 


Call  1-888-NEW- VETTE 
or  visit  www.chevrolet.com 


Corvette 


Corvette  and  the  Corvette  Emblem  are  registered  trademarks 
of  the  GM  Corp.  ©1997  CM  Corp.  Buckle  up,  America!  SI' 


Do  bad  manners  evidence  mental  illness? 

With  the  latest  EEOC  guidelines  you  can't  be  sure. 

Accommodating 
absurdity 


By  Dan  Seligman 

We  all  knew  tliey  were  coming, 
but  the  EEOC  guidelines  on 
psyciiiarric  disability  arc  close 
to  being  a  farce. 

So  let's  see.  How  did  we 
get  into  this  pickle.^  How  did 
it  come  about  that  mentally 
ill  folks  in  the  workplace 
have  job  protections  not 
available  to  the  mentally 
well?  How  did  it  get  to  be 
awkward — if  not  perilous — 
to  get  rid  of  psychiatrically 
disturbed   workers  even 
after  they've  behaved  in 
what  the  Hqual  F.mploy- 
ment  Opportunity  Com- 
mission allows  to  be 
unacceptable  fashion? 

OrdinariK'  one  would 
think  that  the  librarian 
who  kept  yelling  and 
screaming  at  patrons 
and  co-workers  would 
be  out  of  there  pronto. 
And  yet  the  new  40- 
page  guidelines  (eeoc 
H  n  fo  rc  c  m  e  n  t  G  u  i  d  a  n  c  e 
on  The  Americans  with 
Disabilities  Act  8c  Psychiatric 
Disabilities)  say  wait  a  minute. 

In  one  of  the  official  "exam- 
ples" festooning  the  te.xt  and 
purporting  to  illuminate  its  deeper 
meaning,  we  read  more  about  the 
loud-mouthed  librarian.  It  seems  that 
in  the  middle  of  getting  a  serious 
warning   from   a   supervisor  the 
screamer  dropped  a  hitherto  unmen- 
tioned  detail:  that  her  behavior  was 
the  result  of  psychiatric  problems. 
She  then  re4';,,.s!:ed  a  "reasonable 
accommodation":  a  leave  of  absence 
in  which  she  would  u,et  treated,  after 


w  hich  she  would  come  back  and  pre- 
sumably behave  herself  Just  what  an 
employer  needs,  eh?  But  the  example 
makes  it  clear  that  library  manage- 
ment had  probably  better  say  okay — 
or  risk  a  court  case. 

The  problem  here  is  that  we  feel  if 
we  say  A,  we  have  to  say  B,  and 
pretty  soon  we  are  saying  C  md  D,  if 


not  Q.  Congress 
began  by  trying  to 
outlaw  discrimina- 
tion based  on  race, 
color,  religion  and 
national  origin. 
Then  it  felt  obliged 
to    add    sex  when 
crotchety  congress- 
man Howard  Smith  of 
Virginia  introduced  it 
as  an  amendment  to 
the  Civil  Rights  Act  of 
1964  under  the  wildly 
mistaken  impression  that 
this  would  kill  the  whole 
exercise. 
A  few  years  later  Con- 
gress moved  on  to  age  dis- 
crimination; then — after  a 
2  3 -year  interval — to  the 
ADA.  Although  the  rhetoric 
sustaining  the  ADA  legisla- 
tion seemed  to  center  on 
people  in  wheelchairs,  it 
very  quickly  went  far  beyond 
that— from  A  to  B,  all  the 
way  to  Q. 
Mental  illness  was  covered 
by  the  Americans  with  Disabil- 
ities Act  of  1990.  But  the  coun- 
trv  that  ga\  c  this  legislation  high 
approx  al  ratings  did  not  see  what  was 
coming.  It  did  not  sense  that  anti- 
social behavior  was  increasinglv  being 
redefined  as  mental  illness.  Take  a 
look  at  the  American  Psychiatric 
Association's  fourth  and  latest  ( 1994) 
edition  of  the  Diajjnostic  a  fid  Statis- 
tical Mafiiial  of  Mental  Disorders 
{DSM-IV  tor  short).  The  EHOC^  leans 
heavily  on  this  document.  In  it  you 
meet  an  endless  array  of  behavior  pat- 
terns that  come  perilously  close  to 
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When  Westinghouse  and  Infinity 
combined  their  radio  broadcast  capabilities 

Chase  was  already  tuned  in. 

Chase's  long-standing  relationship  with  both  Westinghouse  { 

and  Infinity  Broadcasting  Corporation  -  and  an  in-depth  i 

understanding  of  both  companies'  strategic  objectives  -  helped  lead  i 

to  Westinghouse  s  $4.9  billion  merger  with  Infinity.  Chase  was   1 

instrumental  in  initiating  the  transaction,  which  created  the  nation's 
largest  radio  group,  and  served  as  financial  advisor  to  Westinghouse. 


t 

"Chase  has  had  a  close  relationship  with  both  companies 
for  over  a  decade,  advising  and  financing  on  a  range  of 
transactions. Their  in-depth  knowledge  of  our  businesses 
enabled  us  to  identify  this  opportunity." 


CHASE.  The  right  relationship  is  everything." 
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Fredric  Ci,  Reynolds,  Executive  Vice  President 
and  CFO,  Westinghouse  F.lectric  C;orpor;ition 
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being  synonymous  with  plain  old 
booi'ishncss. 

This  far  reach  was  marvelously 
summarized  last  year  by  the  Sacra- 
mento Bee  headline  writer,  whose 
paper  was  reporting  on  EKOC  protec- 
tion for  the  mentally  ill:  "Government 
says  it's  okay  to  be  a  major  jerk."  In 
the  more  sober  appraisal  of  MIT  clini- 
cal psychologist  G.H.  Zuriff,  writing 
about  the  new  standards  in  the  Public 
Interest  hst  year,  we  are  now  "med- 
icalizing  character."  The  APA  manual 
includes  among  mental  illnesses  "a 
pervasive  pattern  of  disregarci  for,  and 
violation  of,  the  rights  of  others." 
Sounds  like  a  certain  librarian,  eh?  Or 
would  she  come  under  "disruptive 
behavior  disorder  not  otherwise 
specified"? 

For  members  of  the  plaintiff's  bar, 
the  psychiatric  disabilities  must  look 
like  the  mother  lode.  Employers  hit 
with  ADA  suits  will  fmd  themselves 
playing  a  game  in  which  the  rules  are 
unclear  and  just  about  all  the  cards 
are  wild. 

For  openers,  mental  illness  is  now 
officially  everywhere.  It  has  become 
truly  difficult  to  find  behavior  pat- 
terns that  (a)  warrant  discharge  or 
refusal  to  hire,  but  (b)  cannot  possi- 
bly be  explained  away  as  symptomatic 
of  some  psychiatric  impairment. 
Browsing  through  the  DSM-IV,  you 
meet  not  only  the  classic  problems — 
schizophrenia,  paranoia,  depression — 
but  folks  with  "oppositional  defiant 
disorder"  (they  won't  obey  instruc- 
tions), "amnestic  disorder"  (unable 
to  absorb  new  information),  "con- 
duct disorder"  (one  variant  is  a  ten- 
dency to  bully  and  intimidate  others), 
"factitious  disorder"  (pretending  to 
be  sick)  and  "narcissistic  personality 
disorder"  (unrealistic  expectations  of 
favorable  treatment).  You  name  it,  we 
got  it.  Psychiatric  illness  represents 
about  one-eighth  of  all  charges  filed 
under  the  ADA. 

To  be  sure,  the  worker's  lawyer 
must  do  more  than  just  point  to  a 
clinical  finding.  Also  needing  to  be 
demonstrated  before  his  client  gets 
ADA  protection  is  that  the  mental  ill- 
ness is  a  serious  handicap — that,  in 
the  words  of  the  act,  it  "substantially 
limits  one  or  more. . .  major  life  activ- 
ities." But  here  we  run  into  another 
wild  card.  The  EEOC  has  never  plain- 


ly explained  how  you  tell  whether  a 
major  life  activity  is  limited  by  the  ill- 
ness. The  commission  reserves  the 
right  to  decide  case  by  case  whether 
a  disorder  qualifies. 

The  more  severe  the  symptoms, 
the  more  likely  it  is  that  the  worker 
will  receive  EEOC  protection.  A  pair  of 
guideline  examples  contrasts  two 
workers.  Number  One  is  depressed 
and  has  trouble  concentrating  when 
he  is  tired,  but  the  hell  with  him.  The 
employer  is  free  to  fire  the  guy 
because,  after  all,  "many  people  in 
the  general  population"  have  similar 
problems  concentrating. 

Number  Two  is  a  far  worse 
employee — and  therefore  much 
harder  to  fire.  Suffering  from  an  anx- 
iety disorder  that  causes  his  mind  to 

Mental  illness  is  now 
officially  everywhere.  It  is 
difficult  to  find  behavior 
that  warrants  discharge  but 
cannot  be  viewed  as  illness. 

wander  endlessly,  he  makes  repeated 
mistakes  even  after  reprimands. 
Because  his  symptoms  are  so  severe, 
he  is  judged  to  have  an  ADA-covered 
disability  that  rules  out  an  instant  dis- 
charge. At  a  minimum,  the  employer 
is  supposed  to  see  whether  the  guy's 
problems  may  be  accommodated. 

"Working"  is  on  the  guidelines'  list 
of  major  life  activities.  Which  seems 
reasonable  at  first  blush,  but  has  one 
extraordinary  implication. 

It  means  that  psychiatrically 
impaired  employees  who  have  trou- 
ble holding  jobs  because  their  illness 
leads  to  inadequate  performance — 
who  arc,  in  effect,  unable  to  work — 
may  be  able  to  use  this  fact  in  build- 
ing a  case  for  EEOC  protection.  The 
deficiencies  that  lead  to  a  firing  can 
be  used  to  prevent  the  firing.  Only 
in  America,  to  not  exactly  coin  a 
phrase. 

More  wiki  cards  turn  up  as  we 
approach  the  "reasonable  accommo- 
dation" zone.  What's  accounted 
"reasonable"?  The  answer  is  again  to 
be  determined  on  a  case-by-case  basis 
"because  workplaces  and  jobs  vary." 
No  kidding.  The  guidelines  do  not 


get  beyond  serving  up  examples  of 
possible  accommodations.  These 
examples  include  making  life  easier 
for  the  psychiatrically  disabled  by 
making  "physical  changes  to  the 
workplace  or  [supplying]  extra  equip- 
ment." Also  by  modifying  work 
schedules.  Or  hiring  a  "temporary 
job  coach." 

There  is,  to  be  sure,  a  loophole: 
The  employer  need  not  accommo- 
date the  mentally  ill  worker  if  this 
would  cause  "undue  hardship"  to  the 
enterprise.  The  new  guidelines 
nowhere  attempt  to  elaborate  this 
phrase.  Another  EEOC  document 
(The  ADA:  Your  Responsibilities  as  an 
Employer)  recently  came  up  with  this 
tautological  formulation:  ''^  Undue 
hardship  means  that  an  accommoda- 
tion would  be  unduly  costly^  exten- 
sive, substantial  or  disruptive,  or 
\\  ould  fundamentally  alter  the  nature 
or  operation  of  the  business."  The 
document  then  adds  that  the  employ- 
er's size  and  financial  resources  will 
also  be  considered  relevant. 

That  undue/unduly  sentence  (to 
which  italics  have  been  added)  is  a 
masterpiece  of  circular  reasoning. 
Yet  it  would  be  vain  to  deny  that  the 
EEOC  is  effecti\'ely  conveying  a  mes- 
sage. It  is  that  employers  are  expect- 
ed to  bear  some  amount  of  cost  and 
inconvenience  in  accommodating 
mentally  ill  workers.  Sountis  like 
a  tax,  walks  like  a  tax,  quacks  like 
a  tax. 

The  New  York  Times  op-ed  page 
ran  a  piece  recently  by  psychiatrist 
Peter  D.  Kramer,  the  author  o'c  Lis- 
tening to  Prozac^  who  argued  that  the 
mentally  ill  can  be  a  genuine  bargain 
to  employers — one  example  being 
the  worker  whose  obsessional  ten- 
dencies translate  into  scrupulous  per- 
fectionism. The  implication  is  that 
the  government  is  doing  business  a 
favor  in  forcing  it  to  "accommodate" 
disruptive  people.  Thanks,  folks. 

In  his  highly  readable  and  sensible 
book  The  Good  Life  and  Its  Discon- 
tents, Robert  }.  Samuelson  offers  a 
thought  that  seems  powerfi.illy  perti- 
nent. He  says:  "A  society  that  is 
casual  in  its  enthusiasm  for  rights  and 
is  excessively  animated  by  egalitarian 
ideals  ultimately  risks  being  engulfed 
by  absurdities."  One  doesn't  know 
whether  to  laugh  or  to  cry.  H 
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Why  a  10-year-old  insurance  company  is 
setter  for  you  tlian  a  100-year-old  insurance  company. 

(Hint:  no  100-year-oid  products.) 


Only  one  insurance  company  seems  to  have  noticed 
at  people  today  are  living  longer. 

Over  the  last  century,  consumer  needs  have  changed  from 
Vhat  if  I  die  young?"  to  "What  if  I  oudive  my  money?" 
)day,  people  want  guaranteed  retirement  income. 

But  most  insurance  companies  haven't  read  it.  They 
intinue  to  sell  policies  designed  at  the  turn  of  the 
:ntur\^.  Policies  that  put  emphasis  on  death  benefits 
id  offer  a  retirement  income  as  a  sort  of  afterthought. 

LifeUSA  has  a  new  idea— called  "Universal  Annuity 


Life."*  The  first  life  insurance  policy  that  not  only  covers 
against  early  death,  but  also  rewards  policyholders  with  a 
guaranteed  retirement  income  that  can  be  two  to  three 
times  g}'eate7'  thzn  traditional  insurance  policies. 

Has  this  approach  been  successful?  A  new  company  ten 
years  ago,  LifeUSA  now  manages  over  $4  billion  in  assets.  In 
fact,  Forbes  recendy  named  LifeUSA  to  their  "Assets  500"  list. 

Find  out  how  smart  insurance 
from  the  year  1997  really  looks. 
Call  LifeUSA  at  1-800-950-7372. 


LifeUSA 


Insurance  products  designed 
at  the  turn  of  the  century  are 
still  being  sold  today. 
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Trying  to  observe  EPA  laws  can  land  you  in  deep  trouble  with  the  EEOC. 

Kafka  wasn't  kidding 

By  David  A.  Price 


You  KNOW  THE  SAD  STORY:  III  the 

early  hours  of  the  morning  of  Mar. 
24, 1989  the  tanker  Exxon  Valdez  hit 
a  reef  in  Prince  Wilham  Sound, 
Alaska,  spilling  1 1  million  gallons  of 
crude  oU.  Exxon  paid  billions  in  fines 
and  cleanup  costs.  Many  people  still 
curse  Exxon  as  a  despoiler  of  the 
environment. 

It  is  widely  believed  that  the  cap- 
tain of  the  tanker  was  drunk.  To  min- 
imize the  chances  of  another  such 
disaster,  Exxon  implemented  a  new 
policy:  While  offering  employees  help 
in  getting  treatment  for  alcohol  or 
drug  dependency,  the  company 
declared  some  jobs,  where  safety  is 
critical — tanker  captains,  for  exam- 
ple— off-limits  to  anyone  who  has  a 
history  of  abuse  of  alcohol  or  some 
other  substance. 

Now  Exxon  is  in  court  again. 


This  time  the  bureaucrats  in  the 
U.S.  Equal  Employment  Opportuni- 
ty Commission  are  suing  the  compa- 
ny to  protect  ships'  captains  and  the 
like  who  have  had  drinking  or  drug 
problems. 

No,  we  are  not  kidding. 

The  feds  say  Exxon's  policy,  aimed 
at  minimizing  accidents,  violates  the 
1990  Americaiis  with  Disabilities  Act. 
The  EEOC  says  that  Exxon  is  illegally 
discriminating  against  some  50 
employees  who  have  had  alcohol  or 
drug  problems  but  have  since  been 
rehabiUtated. 

Chrys  Meador,  an  EEOC  trial  attor- 
ney on  the  case,  defends  her  agency's 
kafkaesque  action.  "Exxon  believes 
they  cannot  get  a  guarantee  that 
somebody  who's  had  a  substance 
abuse  problem  will  never  relapse," 
she  says.  "Well,  we  can't  give  them 


that  guarantee.  But  the  experts  we 
have  consulted  have  said  that  there 
are  very  positive  employee  assistance 
programs  that  actively  monitor  indi- 
viduals, and  there  are  telltale  signs  so 
that  you  can  detect  these  things 
before  they  become  a  problem." 

In  other  words,  it's  the  company's 
responsibility  to  know  when  an  ex- 
drunk  is  about  to  slip  off  the  wagon 
or  when  a  schizophrenic  has  stopped 
taking  his  pills.  Only  it  had  better  be 
careflil  how  it  monitors  these  things. 

Meador  says  the  agency  is  just  fol- 
lowing what  Congress  said  in  the 
1990  Disabilities  Act.  Scary  thing  is, 
she's  right. 

Big  companies  like  Exxon  can 
afford  to  pay  these  fines  and  put  up 
with  the  expensive  red  tape  and  legal 
costs.  Owners  of  small  businesses 
camiot.  Talk  about  discrimination.  ■ 
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n  rhe  never-ending  quest  for 
perks  that  befit  their  job  title, 
earth-bound  executives  have 
always  sought  the  holy  trinity: 
a  corner  office,  an  omni- 

1 present  assistant  and  a  com- 
pany car.  Business  travelers, 
however,  are  a  different  breed. 
For  them,  there  has  always 
been  one  true  holy  grail:  a 
seat  in  the  first-class  cabin  on 
any  airplane  they  fly. 
But  these  are  interesting 
times.  When  weary 
■     business  travelers 
march  through  the  curtain  that  separates 
them  from  the  backpackers  in  coach, 
there's  just  no  telling  what's  waiting  for 
them  in  the  front  of  the  plane. 

The  old  formula  —  first  class  up  fi'ont 
and  coach  down  the  back  —  has  not  only 
broken  down,  it's  on  the  verge  of  disap- 
pearing altogether.  Consider  these  observa- 
tions fi-om  the  front  lines  of  business  travel: 
•  On  the  nation's  bellwether  domestic 
routes  —  the  transcontinental,  nonstop 
flights  that  connect  the  East  and  West 
Coast  business  centers  —  major  carriers 
now  offer  two  distinctly  different  types 
of  service.  Some  airlines  offer  a  sybaritic 
first-class  cabin,  a  spacious  and  comfort- 
able business-class  cabin,  and  a  coach 


Airlines  are  rethinlting  and  reconfiguring  tlieir  first-  and  business-class  cabins. 


monitors,  and  a  coach  cabin.  Some 
other  flights  offer  three  cabins:  a  first- 
class  section,  where  the  seats  fold  down 
into  beds  and  flight  attendants  hand  out 
pajamas;  the  aforementioned  super  busi- 
ness class;  and  the  omnipresent  coach 
class.  Still  other  flights  offer  three  cabins 
of  service,  but  in  a  different  configura- 
tion altogether:  super-business  class  in 
the  front,  a  coach  class  down  the  back, 
and,  somewhere  in  the  middle,  a  hybrid 


pitch  (leg  room)  differs,  not  only 
between  airlines,  but  often  between 
flights  offered  by  the  same  carrier. 

New  Ideas,  New  Choices 

Why  are  airlines  suddenly  offering  so 
many  different  types  of  premium-class 
cabins?  Why  has  the  old  first  class/coach 
class  formula  largely  collapsed? 

"The  old  first/coach  stratification  is 
breaking  down  because  business  traveler: 


TTie  old  formula  —  first  class  up  front  and  coach 

down  the  back  —  is  on  the  verge  of  disappearing. 


cabin  chockablock  with  seats.  But  other 
carriers  offer  just  uvo  cabins:  first  class 
for  the  price  of  business  class,  and 
coach. 

•  On  transatlantic  flights,  business 
travelers  again  confront  a  mix  of  ser- 
vices. Some  flights  offer  jusr  t-vo  cabins: 
an  astoundingly  commodious  business- 
class  cabin  outfitted  with  wide,  comfort- 
able reclining  chairs  and  at-seat  video 


class  aimed  at  full-fare  coach  passengers 
who  receive  less  service  than  the  folks  in 
business  class,  but  rather  more  attention 
than  the  denizens  of  coach. 

•  On  flights  across  the  Pacific,  most 
major  airlines  have  settled  into  a  three- 
class  configuration  featuring  first,  busi- 
ness and  coach  classes.  Yet  no  two 
airlines  offer  similar  amenities  or  services. 
Everything  from  meal  service  to  seat 


are  demanding  more  for  their  airfare 
dollar  and  smart  airlines  are  responding 
with  new  ideas  and  new  service  con- 
cepts," explains  Richard  Irate,  travel 
manager  of  one  of  the  country's  largest 
telecommunications  firms. 

"The  airlines  are  finally  listening  to  busi 
ness  travelers  when  they  say  they  expect 
comfort  without  busting  the  bottom  line," 
adds  Susan  Riccardo,  a  travel  executive 


Don't  let  a  cancelled  flight  get  in  your  way 


No  one  puts  you  m  touch  with  more 
precise  airhne  schedules  and  connec- 
tions or  more  complete  hotel  and  car 
rental  information.  Even  mteractive 
maps  to  help  you  plot  your  course. 
No  one  gives  you  more,  as  quickly 
and  as  easily  as  OAG. 

And  you  can  get  your  information  any 
way  you  want  it,  any  time  you  need  it. 


Stay  in  control  of  your  air,  hotel 
and  car  arrangements  anytime, 
anywhere,  with  OAG. 


Access  OAG  through  our  printed 
guides,  both  desktop  and  pocket-size. 
Through  your  l-AN,  our  CD  or 
on-line.  Even  via  telephone  and 
wireless,  too. 

So  flip  through,  dial  up,  log  on  or 
click  your  way  through  OAG. 
You'll  have  the  worlds  most  complete 
and  unbiased  travel  information  at 
your  fingertips. 

With  OAG,  your  business  travel  will 
never  get  in  the  way  of  your  business. 


OAG 

Where  travel  begins  " 


Call  1-800-DIAL-OAG  or  E-mail  us  at  oaginfo@oag.com 

OAG  is  a  leading  brand  of  Reed  Travel  Group. 
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with  a  large  petroleum  com- 
pany. "There's  a  lot  of  choice 
out  there  now,  not  just  stodgy 
old  first  class  and  uncomfort- 
able coach.  It's  amazing,  and 
just  a  bit  confusing,  when  you 
realize  just  how  many  new 
ideas  the  airlines  are  pitching 
to  business  travelers." 

Oceanic  Consensus 

Although  all  the  choices  may  be  confus- 
ing, a  consensus  is  beginning  to  build. 
On  business  trips  across  the  Atlantic  — 
most  commonly  a  flight  of  six  to  eight 
hours  —  executive  travelers  are  settling 
into  the  airlines'  deluxe  business- 
class  cabins  because  they  offer  the 
best  combination  of  in-flight  service, 
comfort,  privacy  and  price.  This 
allows  the  front-running  airlines  to 
abolish  their  expensive-to-buy  and 
operate  first-class  cabins  and  concen- 
trate on  upgrading  amenities  and 
services  in  business  class. 

Among  the  transatlantic  carriers 
that  have  ditched  first  class  and  put 
all  their  proverbial  marbles  in  busi- 
ness class  are  Northwest  and  its 
partner  KLM  Royal  Dutch,  TWA, 
Continental,  Air  Canada,  USAirways, 
the  Scandinavian  airline  SAS,  and 
Alitalia,  the  Italian  flag  carrier. 

But  there's  a  different  consensus  devel- 
oping for  business  trips  across  the 
Pacific.  Transpacific  flights  last  much 
longer  —  some  14  hours  or  more  — 
and  it  is  clear  that  executive  travelers 
want  additional  choices  on  the  longer 
hauls.  So  airlines  that  fly  the  Pacific  have 
generally  decided  to  go  with  three  classes 
of  service:  a  lavish  and  elegant  first  class 
that  offers  all  the  frills  you  can  imagine 
(and  some  you  can't);  a  version  of  the 
high-end  business  class  that  is  beginning 
to  dominate  the  transatlantic  flights;  and 
a  traditional  coach  cabin. 

One  Class  of  Premium  Service 

One  of  the  best  examples  of  the  all- 
business-class  travel  approach  is  "Trans 
World  One,"  the  premium-class  cabin 
available  on  TWA's  transcontinental 
and  transatlantic  flights. 


TWA  eliminated  its  old  first-class  and 
business-class  cabins  in  1995  and 
replaced  them  with  Trans  World  One. 
Why?  "It  essentially  guarantees  first-class 
service  for  a  business-class  fare,"  explains 
one  TWA  executive.  "Trans  World  One 
offers  what  business  travelers  demand:  a 
great  seat,  superior  menu  selection,  and 
service  amenities  like  expedited  check-in 
and  baggage  handling." 

There's  no  question  that  Trans  World 
One  delivers  on  its  promise  of  first-class 
comfort  for  the  price  of  business  class. 
The  cabin's  sleeper-style  seats  offer  57  to 
62  inches  of  leg  room.  During  the 
flights,  travelers  are  pampered  with  fitted 


Travelers  are 

demanding  more  for 
their  airfare 
and  smart  airlines 

are  responding 
with  new  products 
and  new  service 
concepts. 


sheets,  100%  wool  blankets,  comforters 
and  large  pillows.  In-flight  dining  fea- 
tures premium  wines  and  champagne. 
And  Trans  World  One  passengers  receive 
specialized  baggage  tags  that  speed  the 
delivery  of  their  luggage,  as  well  as  access 
to  airport  private  lounges. 

Two  Airlines,  One  Class 

The  most  universaJ  first-for-the-price-of- 
business-class  service  is  "World  Business 
Class,"  offered  on  overseas  flights  by 
partners  Northwest  Airlines  and  KLM 
Royal  Dutch. 

Seats  in  the  Northwest/KLM  World 
Business  Class  cabin  are  configured  with 
48  inches  of  leg  room,  the  kind  of  spa- 
ciousness once  reserved  for  first-class 
cabins.  "The  most  significant  features  of 
World  Business  Class  are  personal  space 
and  comfort,"  says  a  Northwest  oflTicial. 
"World  Business  Class  is  designed  so  busi- 
ness travelers  will  get  off  the  plane  and  be 
ready  for  work  at  their  destination." 


World  Business  Class  also  features  at- 
the-seat  personal  video  systems  and  a  vari- 
ety of  in-flight  movies,  news  and  sports 
programs.  To  make  sure  World  Business 
Class  service  is  up  to  par.  Northwest  and 
KLM  provides  special  training  to  all  flight 
attendants  and  passenger  representatives. 
"Physically  improving  the  product  is  very 
important,  but  what  is  even  more  critical 
is  the  way  in  which  the  service  is  deliv- 
ered,"  explains  Northwest  President  and 
Chief  Executive  John  Dasburg. 


The  Asian  Model 

Though  Northwest  offers  World  Businesj 
Class  and  coach  class  on  all  transadantic 
flights,  the  story  is  different  in  Asia, 
where  the  airline  is  celebrating  its 
50th  year  of  service.  There,  North- 
west offers  three  classes  of  service: 
first  class.  World  Business  and  coach. 

Offering  three  classes  on  long-haul 
transpacific  flights  has  indeed 
become  the  norrn.  Just  look  at 
Asiana  Airlines'  recent  decision  to 
redesign  and  upgrade  both  its  first- 
class  and  business-class  cabins  even 
though  its  planes  —  just  3.3  years 
old,  on  average  —  were  already  the 
youngest  major  fleet  in  the  world. 
"To  become  [a  business  traveler's]  air- 
line of  choice  in  Asia,"  explains  Asiana 
Chief  Executive  Sam-Koo  Park,  "you 
must  deliver  a  superior  travel  experience." 

Asiana's  new  "Premier  Business  Class" 
offers  seats  that  recline  up  to  135 
degrees  and  have  a  pitch  of  up  to  50 
inches.  Asiana's  new  "Sleeper  First  Class" 
provides  even  more  comfort  on  the  long 
flights  to  and  from  the  airline's  hub  in 
Seoul,  South  Korea.  Exceptionally  well 
crafted,  each  seat  reclines  180  degrees 
and  turns  into  a  bed,  offers  83  inches  of 
pitch,  and  comes  with  head  and  foot 
rests  and  technologically  advanced  back 
support.  First-class  passengers  also  have 
"privacy  partitions"  that  can  be  raised 
while  dining,  sleeping  or  viewing  the  at- 
seat  music/video  entertainment  center. 
Travelers  can  pre-select  their  menu  and 
choose  their  meal  times.  Passengers  also 
receive  Asiana's  "Concierge  Service," 
complete  with  escorts  who  will  hand- 
carry  baggage  to  the  terminal  or  lounge. 


What  Could  Be  More  Rewarding  Than  Double 
HHonors  Points  For  Your  Hilton  Stays? 


A  Free  Night  After  Three  Stays. 


When  you  charge  your 


Double  Dip®  stays  at  participating  Hilton,  Conrad  International  and  Vista  hotels  with  an  American  Express® 
Card  between  June  2  and  August  31, 1997  you'll  earn  double  Hilton  HHonors®  Base  points.  Plus,  you'll  earn  one 
free  weekend  night  after  every  three  Double  Dip  stays  during  the  same  period -up  to  three  free  nights.  Double 
Dipping®  means  you  earn  both  HHonors  points  and  airline  miles  for  the  same  qualifying  stay  it's  one  more  way 
that  Hilton  HHonors  Worldwide  is  making  your  business  travel  even  more  rewarding.  For  reservations,  call  your 
professional  travel  agent,  or  for  reservations  and  HHonors  enrollment. 


visit  HiltonNet'"  at  http://www.hilton.com  or  call  1-800-HILTONS. 


Cards 


Membership,  earning  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Normal  rules  for  earning  HHonors  points 
and  airline  miles  apply.  Refer  to  your  HHonors  program  membership  materials  for  rate  and  other  restrictions  Limit  three  free  nights 
with  this  offer.  Free  nights  are  subject  to  availai5ility  and  include  room  rate  and  tax  only  and  do  not  include  incidentals,  other  taxes 
or  gratuities.  Blackout  dates  apply.  A  "stay"  refers  to  the  total  period  of  consecutive  nights  at  the  same  hotel,  whether  or  not  a  guest 
checks  out  and  back  in  again.  Members  will  be  notified  of  qualification  after  the  promotion  has  ended.  ©1997  Hilton  HHonors  Worldwide. 
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HHONORS 
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.     LOS  ANGFL" 


'V    'V  0  Ft  k'    •      G  A  ri      F  HANCISCO      •      HONOLULU      •      SEATTLE      •  DETRO 


You  may  not  find  yourself  giggling  like  a  little  child.  But  we  will  make  every  effort  to  treat  you  in  a  way 
that  makes  you  feel  on  top  of  the  world.  Introducing  Asiana's  Sleeper  First  Class  and  Premier  Business 
Class.  Boll:  ■nities  and  service  that  are  truly  special.  We  also  offer  the  youngest,  most  modern  fleet 


•  MACAU 


M  P 


TOKYO 


OSAKA       •       NAGOYA       •  FUKUOKA 
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INJU     •    YECHON     •  MOKP 


in  the  air*  Every  one  of  our  flights  is  non-smoking.  And  our  generous 
Frequent  flyer  program  is  affiliated  with  Northwest  Airlines.  So  put  your- 
self in  our  hands  and  you  won't  he  just  travelling.  You'll  be  flying.  Again. 


\  / 

Asiana  Airlines 

The  Jewel o/ Asia. 


OSHIMA        •       TAKAMATSU        •        OKINAWA        •       TOYAMA        •        M    ATS    U    V   A    M  A 
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Executives  today  have  so  many  different  lodging 
needs  that  hotels  must  tum  on  a  dime  to  make  sure 
they  offer  rooms  for  every  type  of  business  traveler 


In  case  no  one  noticed, 
happy  days  are  here  again  — 
and  hotel  guests  are  the 
lucky  beneficiaries.  New 
hotels  are  being  built  at  a 
rapid  pace;  major  hotel 
chains  are  rushing  new  prod- 
ucts and  services  to  market, 
and  a  raft  of  new 
"      brand-name  hotels 
have  recently  made  their  debut.  To 
understand  exactly  how  diverse  and 
"segmented"  the  lodging  industry  has 
become,  tap  into  OAG's  HotelDisk,  the 
standard  directory  for  North  American 
hotels.  Actually  a  collection  of  twelve 
disks,  HotelDisk  separates  hotels  into  30 
separate  categories,  thereby  helping  busi- 
ness travelers  choose  from  an  extensive 
list  of  options. 

Want  a  hotel  with  in-room  faxes  and 
computer  printers?  No  problem.  Hotels 
with  state-of-the-art  fitness  centers?  Sure 
thing.  "Boutique  hotels"  in  the  center  of 
the  world's  most  important  business  cap- 
itals? They're  there.  How  about  a  hotel 
with  special  rooms  designed  to  fight  off 
the  effects  of  jet  lag  or  get  a  better  night's 
sleep?  Or  a  hotel  where  there's  a  star  chef 
in  the  dining  room?  They're  there,  too. 

Daunting  Choice 

Of  course,  all  this  variety  makes  actually 
choosing  a  hotel  for  a  business  trip  a 
somewhat  daunting  task.  "It's  hard  to 
know  what  you  get  when  you  book  a 
hotel  these  days,  and,  frankly,  I  don't 
always  know  what  I  want  anymore," 
admits  Steve  Pattmann,  a  Chicago-based 
bank  executive  who  logs  about  1 30  hotel 
nights  a  year.  "Every  hotel  ofiPers  some- 
thing different  and  I  find  it  hard  to 
'"hoose.  Sometimes  I  need  high-tech 
tools  in  my  room.  Sometimes  I  need  a 


lavish  address  and  big-deal 
public  rooms  to  impress  a 
client.  Sometimes  I  just 
want  a  quiet  place  with  a 
great  gym." 

It  turns  out  that 
Pattman's  dilemma  is  part 
of  the  cause-and-eftect  of 
the  segmentation  of  the 
hotel  industry.  Business 
travelers  have  such  different 
preferences  these  days  that 
hotels  turn  on  a  dime  in  an 
effort  to  make  sure  they 
offer  rooms  for  all  comers. 
Every  new  trend  —  in- 
room  computers,  top-notch 
workout  gear,  fine  dining  — 
is  an  opportunity  to  gain  a 
new  business  client. 


Rooms  That  Work 

From  out  of  the  cacophony       Hotels  now 
of  new  products,  services  and 
trends,  one  winning  concept  is  begin-  [ 
ning  to  emerge:  hotels  that  cater  to 
travelers  who  must  work  in  their  hotel 
rooms.  At  least  a  half  dozen  chains  — 
including  Hyatt,  Loews,  Sheraton  and 
Westin  —  now  offer  guest  rooms  com- 
plete with  gigantic  desks,  in-room  fax 
machines,  speakerphones,  computer 
printers,  copy  machines  and  other  tools 
of  the  trade.  Of  course,  all  of  these  high- 
tech amenities  have  a  price:  a  rate  premi 
um  of  up  to  $30  a  night. 

Despite  all  the  amenities,  business- 
oriented  guest  rooms  also  raise  a  con- 
founding list  of  questions.  Do  business 
travelers  want  their  sleeping  chambers 
cluttered  with  the  minutia  of  their  busi- 
ness day?  Should  business  travelers  be 
forced  to  pay  a  premium  room  rate  for 
all  the  gadgets  and  gimmicks?  And  will 


Offer  services  for  "segments"  of  travelers. 

any  of  this  matter  a  few  years  from  now, 
when  we  all  may  be  traveling  with  a 
fully  functional  office-in-a-computer 
that's  no  larger  than  our  palm? 

Hilton  Hotels  is  one  chain  that  thinks 
business  travelers  don't  need  all  the  high- 
tech paraphernalia  —  and  certainly 
shouldn't  have  to  pay  for  it.  "Travelers  are 
self-contained  when  it  comes  to  the  tech- 
nology. They  don't  want  the  faxes  and 
printers  in  their  rooms,"  says  Bob  Dirks, 
senior  vice  president  of  marketing  at 
Hilton.  "Our  customer  is  telling  us  that 
they  don't  really  need  a  fax  machine  in 
the  room  because  they  have  faxing  capaci- 
ty in  their  laptop. " 

After  testing  an  in-room  computerized 
office  center,  Dirks  has  committed 
Hilton  to  a  "basics"  approach:  By  the 
end  of  the  year,  25%  of  the  chain's 


Where  do  more  people  go 

'for  cellular  phones? 


You  shouldn't  be. 


RadioShack  is  America's  #1  retailer  of  cellular  phones.  While  this  might  surprise  some,  it 
comes  as  no  shock  to  us.  After  all,  RadioShack  has  been  helping  people  understand  and  enjoy 
electronics  for  years.  It's  only  natural  that  so  many  people  would  come  to  us  for  that  same  help  to  buy 
and  activate  a  cellular  phone  and  for  cellular  accessories.  For  our  store  near  you,  call  1-800-THE-SHACK®. 


RadioShack, 

You've  got  questions.  We've  got  answers^ 
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rooms  will  be  outfitted  with  a  work  desk 
and  chair,  high-quality  task  lights,  two- 
line  phones  and  a  surge  protector  at 
desk  level.  All  of  these  practical  ameni- 
ties will  be  included  at  no  extra  charge. 

More  important  than  providing  rooms 
equipped  with  workstations,  Hilton  has 
decided  to  make  sure  guests  can  actually 
get  a  good  night's  sleep.  In  cooperation 
with  the  nonprofit  National  Sleep 
Foundation,  Hilton  is  testing  "Sleep- 
Tight"  rooms  in  five  of  its  hotels  around 
the  country.  "We  want  to  provide  busi- 
ness travelers  with  the  best  night's  sleep 
possible  on  the  road,"  says  Dirks.  With 
this  in  mind,  each  Sleep-Tight  room  is 
specially  outfitted  with  environmental 
and  white-sound  machines,  in-room  CD 
players  and  digital  music  systems,  newly 
designed  mattresses  and  even  special 
lighting  systems. 

One  Building,  Three  Hotels 

In  an  effort  to  meet  the  needs  of  busi- 
ness travelers,  some  hotels  are  diversify- 
ing by  literally  breaking  their  facilities 
down  into  separate  hotels.  At  Miami 
Airport,  for  example,  Marriott  has 
converted  the  building  that  once  housed 
its  782-room  hotel  into  three  separate 
units:  a  full-service  Marriott  with  365 
rooms;  a  125-room  Courtyard  by 
Marriott  (the  company's  limited-service, 
moderately  priced  hotel  chain);  and  a 
285-room  economy  Fairfield  Inn. 

An  even  more  dramatic  example  of 
segmentation  can  be  seen  at  the  New 
York  Palace  on  Madison  Avenue,  the 
hotel  that  was  Manhattan's  first  five-star 
property.  This  luxurious  hotel  has  always 
been  at  least  two  distinctive  entities:  a 
sleek,  55-story  tower  of  guest  rooms 
built  in  1980  and  the  ornate,  landmark 
1882  Villard  Houses,  which  housed 
most  of  the  hotel's  public  rooms.  But 
after  being  purchased  by  the  Royal 
Family  of  Brunei  (which  also  purchased 
Paris'  Hotel  Plaza  Athenee  in  March), 
the  Palace  began  a  top-to-bottom 
restoration  and  refurbishment. 

What  has  emerged  is  an  an  -iv  of  lodg- 
ing services,  all  in  the  five-star  ? .^ngc  and 
all  aimed  at  meeting  the  require  iients  of 


A  renovation  of  the  New  York  Palace  allows  executives  to  choose 
among  three  types  of  hotel  service. 


a  wide  spectrum  of  executive  business  trav- 
elers. For  starters,  the  complex  has  been 
reconfigured  into  three  discreet  hotels.  The 
"Main  Hotel "  offers  500  deluxe  guest 
rooms  and  suites.  The  "Executive  Hotel, " 
which  has  235  superior  rooms,  offers 
guests  access  to  a  private  loimge,  a 
concierge,  two  conference  rooms,  compli- 
mentary breakfast  and  evening  snacks  and 
beverages.  Finally,  "The  Towers"  features  a 
separate  reception  area  and  175  luxiu'ious 
guest  rooms  and  suites. 

The  refurbished  hotel  also  offers  a 
world-class  fitness  center,  a  state-of-the- 
art  business  center,  and  the  Villard 
Center,  a  15,000-square-foot,  high-tech 
complex  of  meeting  rooms.  The  Palace 
has  also  added  two  restaurants:  Istana,  a 
lobby  restaurant  and  cafe,  and  the 
world-famous  Le  Cirque,  which  has 
relocated  to  the  hotel. 

The  Palace's  transformation  into  three 
separate  entities  "positions  it  as  the  finest 
facility  available  in  the  Manhattan 
marketplace,"  says  Managing  Director 
Richard  J.  Cotter.  "We're  dedicated  to 
satisfying,  if  not  surpassing,  customer 
expectations  for  lodging,  hospitality,  and 
meeting  facilities." 

The  "Boutique"  Approach 

The  restoration  and  repositioning  of  the 
New  York  Palace  is  an  example  of  what 
individual  properties  can  become.  Free 


from  the  need  to  meet  chainwide 
corporate  objectives,  so-called  boutique 
hotels  can  focus  solely  on  the  needs  of 
business  travelers  in  their  city. 

Boutique  hotels  can  be  found  in 
dozens  of  major  cities  around  the  world. 
The  Hassler,  for  example,  dominates 
Rome,  despite  the  presence  of  several 
major  chains.  Memphis  is  home  to 
dozens  of  major  chains,  yet  an  indepen- 
dent boutique  hotel,  the  Peabody, 
remains  the  city's  finest  property.  The 
Hotel  Marquis  Reforma  in  Mexico  City 
is  another  prime  example. 

Built  in  1991  to  meet  the  needs  of 
executive  travelers,  the  Marquis  Reforma 
is  now  considered  the  best  hotel  in  the 
Mexican  capital.  With  just  209  rooms, 
the  Marquis  Reforma  boasts  a  perfect 
location:  the  Paseo  de  la  Reforma  in  the 
heart  of  Mexico  City's  cultural,  business 
and  shopping  districts.  Unique  for  its 
size  — -  most  hotels  in  the  Marquis 
Reforma's  Gran  Turismo  class  average 
more  than  700  rooms  —  the  Marquis 
Reforma  houses  three  restaurants,  a  busi- 
ness center,  five  meeting  rooms,  and  an 
elaborate  spa  and  fitness  center  that 
rivals  all  other  facilities.  The  building 
itself  is  also  unique:  a  slick  combination 
of  postmodern  architecture  blended  with 
Art  Deco  decor.  Three  "Diamond 
Floors"  provide  the  accommodations  for 
demanding  corporate  travelers. 
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Imagine  the  perfect  space. 


More 
persona/  .space 
to  more  places 
worldwide 
than  any 
other  airline. 
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■  Shin  Takamatsit 
Architect 
Kyoto,  Japan 
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United  States 


Architecture  is  like  calligraphy. 
The  power  isn't  in  the  structure, 
it's  in  the  space  arounti  it. 

'Which  is  why  I  appreciate  the 
space  in  World  Business  Class"'. 

On  Northwest  Airlines,  space 
has  a  very  simple  and  direct 
relationship  to  the  human  body. 

II  teels  like  it's  spreading 
out. .  .stretching  out 
toward  the  sky. 

Normally  I  can't  sleep  on 
airplanes,  but  in  World  Business 
Cla.ss  I  sleep  very  well. 

Architects  earn  a  living  by 
sitting  in  small  chairs  10  hours  at 
a  time.  So  compared  to  working, 
flying  has  become  a  pleasure! 
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^^^^^^^       eventeen  years  after 
^^^^^^^^  American  Airlines 

^^^^^^^  launched  the  first 
I  recognizable 
^  ■  frequent-travel 

M    plan,  business 
I  ^^^m^^      travelers  now 
value  their  miles  and  points 
more  highly  than  anything 
except  the  convenience  of  an 
airline's  schedule. 

More  than  fair  prices  for 
flights,  executive  flyers  demand 
copious  amounts  of  frequent- 
flyer  miles.  More  than  round- 
the-clock  room  service  or  fancy 
lobbies,  business  travelers  expect 
hotel  frequent-travel  plans  to  help 
them  earn  more  and  more  miles.  Travelers 
avidly  gather  miles  and  points  for  every- 
thing from  credit-card  charges  and  long- 
distance telephone  calls  to  investment 
accounts  and  home-mortgage  payments. 

But  that  abundance  of  miles  brings  its 
own  problem:  Executives  now  must 
manage  their  travel  and  their  frequent- 
travel  plans. 

"Members  of  frequent-travel  programs 
are  ultimately  interested  in  the  features, 
flexibility  and  options  of  their  programs, " 
explains  Randy  Petersen,  editor  of  Inside 
Flyer  magazine.  Petersen  should  know: 
He's  built  a  small  empire  comprised  of 
magazines,  Web  sites,  insurance  pro- 
grams and  consultants  that  do  nothing 
but  track  the  zigs  and  zags  of  the  world's 
frequent-travel  plans. 

How  can  you  successfully  manage 
your  programs  without  devoting  your 
life  to  every  small  development?  Here 
are  some  tips. 

Look  for  Double  Dips 

After  airline  travel,  hotel  stays  are  the 
business  traveler's  best  source  of  frequent- 
flyer  miles.  For  each  hotel  stay,  most 
hotel  chains  allow  guests  to  accumulate 
points  in  their  proprietary  frequent- 


Mora  Miles,  More  Complicalions 


Executives  now  must  manage  their 
travel  and  their  frequent-travel  plans. 
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guest  plans  or  choose  miles  in  the  fre- 
quent-flyer programs  of  their  partner 
airlines. 

Two  hotel  chains,  Hilton  and  Westin, 
allow  what  business  travelers  call  "double 
dips."  What  that  means  is  that  you  can 
collect  airline  frequent-flyer  miles  and 
points  in  the  hotel's  frequent-guest  plan 
whenever  you  stay  in  a  participating  hotel. 
The  double-dip  policy  is  especially  lucra- 
tive in  Hilton's  H Honors  Worldwide  plan. 
For  every  qualifying  stay  at  nearly  400 
Hilton,  Conrad  or  Vista  hotels  around  the 
world,  guests  can  simultaneously  accrue 
Hilton  HHonors  points  and  miles  in  the 
frequent-flyer  programs  of  22  airlines, 
including  the  largest  U.S.  and  interna- 
tional carriers  (such  as  American,  United, 
Delta,  Continental,  Northwest,  British 
Airways,  Cathay  Pacific,  Swissair  and 
Singapore). 

Watch  the  Web 

As  the  world's  airlines,  hotels  and 
car-rental  firms  build  Web  sites  on  the 
Internet,  virtually  all  of  them  devote  pages 
to  information  about  their  frequent-travel 
plans.  It's  smart  to  tap  into  these  pages  on 
a  regular  basis  because  they  offer  account 
updates,  program  changes,  partner  shifts 
and  other  crucial  news. 


So  far,  the  most  notable  frequent- 
travel  program  Web  site  belongs  to 
Northwest.  Northwest's  WorldPerks 
frequent-flyer  program  maintains  an 
interactive  site  on  the  Internet 
(www.nwa.com),  where  members  can 
get  real-time  information  on  the 
availability  of  WorldPerks  award  seats. 
Travelers  hoping  to  fly  free  can  use 
the  site  to  discover  which  flights  have 
coach,  business-class  and/or  first-class 
seats  available  for  WorldPerks  award 
travel  —  and  when. 

Beware  the  Rules  Changes 

As  the  opportunities  to  earn  miles  and 
points  rise,  so  too  do  the  restrictions  on 
using  those  miles.  Airlines  and  hotels  are 
tightening  up  on  how  you  can  use  your 
miles  to  claim  free  airline  tickets. 

Among  the  things  to  watch  for  are 
new  procedures  for  claiming  the  least- 
costly  awards.  At  the  25,000-mile  level, 
which  is  usually  good  for  one  free 
coach-class  domestic  ticket,  some  air- 
lines now  require  you  to  book  seats  at 
least  14  days  in  advance.  Some  25,000- 
mile  award  seats  also  require  a  Saturday- 
night  stay. 

Less  liberal  first-class  upgrade  privi- 
leges are  another  major  rules  adjust- 
ment. Many  carriers  now  require  you  to 
buy  a  full-fare  coach  ticket  before  you 
can  use  a  first-class  upgrade.  And  most 
airlines  have  slashed  the  total  number  of 
first-class  seats  available  for  upgrades. 
Some  programs  now  permit  only  space- 
available  upgrades  two  hours  before  the 
departure  of  a  flight.  Depending  on  the 
fare  paid,  other  carriers  permit  you  to 
confirm  upgrades  when  you  buy  a  ticket 
or  as  much  as  three  days  before  depar- 
ture. The  bottom  line:  It's  crucial  to 
know  when  to  upgrade. 
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techtravel 

Business  Travel  the  High-Tech  Way 

Business  travelers  may  find  the  information 
superhighway  bogged  down  by  too  many 
gadgets  and  far  too  many  electronic  detours. 


i 


Now 


mad  rush  of  tech- 
nological change  has 
drastically  altered 
the  landscape  of 
business  travel  — 
much  of  it  for 
the  better. 

High-tech  tools  like  laptop  computers  and 
cellular  phones  allow  traveling  executives 
to  keep  in  touch  with  their  offices  from 
anywhere  in  the  world.  Every  day  literally 
brings  new  high-tech  prod- 
ucts and  processes  to  enrich 
their  daily  life  on  the  road. 

The  Internet  offers  an 
unprecedented  amount  of 
information  about  airline 
reservations,  lodgings  and 
travel  plans  —  as  well  as 
substantially  more  control 
for  travelers.  All  the  world's 
major  hotels,  airlines,  travel 
agencies  and  car-rental  firms 
have  erected  sites  crammed 
with  information.  So,  too, 
have  dozens  of  independent 
information  providers. 

The  downside:  Like  much 
of  the  Web,  there  isn't  much 
quality  in  all  the  quantity.  Many  sites 
claiming  to  service  business  travelers  are 
erratic  and  not  particularly  user-friendly. 
Furthermore,  while  airlines  and  hotels 
are  using  their  Web  sites  to  post  exclu- 
sive deals  and  last-minute  price  breaks, 
it's  a  time-consuming  task  to  keep  track 
of  all  the  offerings  and  opportunities. 

Here's  how  to  find  the  way  to  better 
high-tech  travel. 

Working  the  Web 

Without  a  solid  road  map  to  follow, 
business  travelers  can  quickly  find  them- 


selves bogged  down  by  too  many  elec- 
tronic gadgets  and  far  too  many  E-mail 
and  Internet  addresses.  There  is  a  better 
and  simpler  way  to  navigate  the  travel 
information  superhighway,  however. 

To  the  rescue  comes  a  service  called 
"ITravel."  Tap  into  its  Web  address 
(www.ltravel.com)  and  you  can  register 
for  "Netsavers  ALERT!"  This  free  prod- 
uct automatically  surfs  the  net  looking 
for  airline  and  hotel  special  offers,  com- 
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The  OAG  FlightDisk  offers  worldwide  flight  schedules 

piles  them  into  one  package,  then  deliv- 
ers the  material  directly  to  your  E-mail 
address  about  once  a  week.  All  you  need 
to  do  is  register  your  preferences  once 
and  you'll  automatically  receive  special 
offers  from  TW^A,  Northwest,  American 
and  other  airlines,  as  well  as  major  hotel 
chains  and  other  discount  travel  services. 

Another  Web  site  called  TheTrip.com 
(www.thetrip.com)  offers  well-edited 
and  useful  information  for  executive 
travelers.  Besides  pithy  commentary  and 
stories  concerning  the  current  state  of 
business  travel,  the  site  offers  back- 


ground data  on  major  business-travel 
cities  and  airports.  It  also  offers  a  real- 
time flight  tracking  product  that  allows 
you  to  monitor  the  progress  of  airline 
flights  as  they  fly  from  one  destination 
to  another. 

The  arrival  of  Internet  services  and 
universal  E-mail  has  also  spawned  a 
long-overdue  travel-information  prod- 
uct: an  independent  daily  news  service 
that  updates  business  travelers  on  the 
world  of  travel.  Called 
"ETravel  Now,"  the  service 
delivers  news  every  business 
day  to  your  E-mail  address. 
The  electronic  newsletter  cov- 
ers the  travel  news  of  the  day 
from  the  perspective  of  the 
travel  consumer,  details  airline 
and  hotel  service  changes, 
provides  a  daily  package  of 
last-minute  deals  and  dis- 
counts, offers  targeted  tips  for 
business  travelers,  and  offers 
wickedly  accurate  reviews  of 
travel  Web  sites.  Edited  specif- 
ically for  and  available  only 
by  E-mail,  the  ETravelNow 
daily  newsletter  costs  $99  a 
year.  To  request  subscriptions,  contact 
ETravelNow@aol.com. 

Control  Your  Itinerary 

Dozens  of  Web  sites  promise  the  ability 
to  book  your  own  airline  flights  and 
your  own  hotel  rooms,  but  most  of  these 
services  are  awful.  None  offer  unbiased 
flight  schedules  or  a  complete  look  at  all 
flights  and  prices  available.  Thankfully, 
the  Official  Airline  Guides  division  of  the 
Reed  Travel  Group  —  the  leading  sup- 
plier of  printed  information  for  business 
travelers  —  offers  an  extensive  line  of 


Our  Upgrade  Program 
Sends  a  Very  Clear  Message 
To  Business  Travelers. 


For  the  price  of  full  coach,  you  can  book  first  class. 

At  TWA,  we  know  the  best  way  to  malce  business  travelers  feel  welcome  is  to  make  them 
welcome  in  first  class.  That's  why  we  let  you  book  a  first-class  seat  for  the  price  of  full  coach  on 
most  flights  through  St.  Louis  within  the  continental  United  States,  Honolulu,  Toronto  and  on 
most  nonstop  flights  to  New  York's  JFK.  So  remember,  book  first  class,  but  only  pay  full  coach. 
That's  a  savings  anyone  would  welcome.  Because  nobody  does  more  to  get  you  into  first  class. 

TWA 

TRANS  WORLD  AIRLINES 

WE'RE  UP  TO  Something  GOOD. 
Call  your  travel  a<[ent  or  TWA  at  1-800-22I-ZOOO.  Visit  us  online  at  httpi/Zwww.twa.coni 

Y-UP  is  only  available  within  North  America  and  the  Caribbean,  and  may  not  be  avjiljble  in  jII  markets,  including  trip*,  origmatcd  or  umipleted  in  St.  Louis.  Seats  are  limited.  For  more  information  contact  TWA 
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electronic  products  to  help  you 
manage  your  airline  flights  and  hotel 
reservations. 

Their  flagship  product,  the  OAG 
Electronic  Edition,  is  a  technological 
marvel.  It  offers  travelers  24-hour  on- 
line access  to  worldwide,  real-time  flight 
and  fare  availability.  It  also  includes 
information  on  more  than  60,000  hotel 
properties  worldwide,  real-time  depar- 
ture and  arrival  information  for  the  top 
20  U.S.  airports.  State  Department 
travel  advisories  and  local  AccuWeather 
reports.  Available  to  every  personal 
computer  equipped  with  a  modem,  the 
OAG  Electronic  Edition  evens  the 
playing  field  for  business  travelers  by 
supplying  die  same  on-screen  computer 
information  used  by  airline  reser\'ation 
agents  and  travel  agents. 

Issued  monthly,  the  OAG  FlightDisk 


is  a  software  product  that  provides  users 
with  flight  options  based  on  desired  i 
departure  or  arrival  times.  The  free- 
standing software  does  not  require  on- 
line access  to  remote  databases.  It  offers 
subscribers  the  added  benefits  of  view-  j 
ing  their  company's  preferred  carriers  j 
and  pre-negotiated  rates,  and  using 
cc:Mail  to  communicate  travel  plans 
electronically.  A  companion  product, 
the  OAG  HotelDisk,  is  published  quar- 
terly. The  Metro  edition  covers  the  30 
largest  U.S.  metropolitan  areas  and 
allows  travelers  to  choose  hotels  by 
name,  location,  quality  rating  or  price. 
It  then  helps  them  map  and  build  a  ; 
ground  itinerary.  The  North  American 
version  of  OAG  HotelDisk  contains  a  ! 
continent-wide  database  of  hotels  plus  a 
set  of  interactive  maps  for  90  of  the 
largest  metropolitan  areas  in  the  U.S.  | 
and  Canada. 

Pricing,  samples  and  delivery  informa- 
tion for  OAG  services,  including  printed 
guides  like  the  OAG  Pocket  Flight 
Guide,  are  available  by  calling  800-323-  i 
4000  or  by  tapping  into  the  "OAG  ! 
Online"  Web  site  (www.oag.com).  i 


Turn  on  Your  Phone 

What's  one  of  the  business  traveler's 
worst  nightmares?  The  hotel  front  desk 
that  loses  or  garbles  their  telephone 
messages.  The  solution:  Turn  on  your 
cellular  telephone. 

Most  business  travelers  now  carry  cell 
phones,  but  many  use  them  only  to 
make  outgoing  calls.  That's  a  mistake 
when  you  travel.  Savvy  executive  travel- 
ers know  the  way  to  avoid  the  occasion- 
ally inept  hotel  front  desk  is  to  give  out 
their  cell-phone  number  rather  than 
their  hotel's  telephone  and  their  room 
number.  That  way,  clients  and  other 
contacts  can  reach  the  traveler  directly. 

Need  cell-phone  accessories,  a  new  cell  I 
phone,  or  a  change  in  your  service  con- 
tract? Head  for  Radio  Shack,  the  nation's 
leading  cell-phone  retailer.  With  more 
than  6,700  stores  around  the  country,  this 
omnipresent  chain  boasts  a  national 
network  of  cell-phone  service.  Finding  a 
Radio  Shack  store  couldn't  be  easier: 
Simply  tap  into  the  company's  Web  site 
(www.radioshack.com)  and  browse 
through  its  zip-code-driven  store  directory,  i 

On-the-Road  Internet 

Most  business  travelers  carry  their  laptop 
computer  or  personal  digital  assistant 
with  them  when  they  travel,  which  is 
generally  sufilcient  to  keep  them  surfing 
the  Internet  while  on  the  road.  But  what 
if  you're  not  traveling  with  the  hardware? 

Many  airports  and  hotels  now  provide 
Internet  stations.  Airport  business 
centers  around  the  world  are  installing 
special  Internet  terminals  to  allow  you 
to  access  your  E-mail  or  surf  the  World 
Wide  Web.  The  airport  lounges  of  major 
airli.nes  are  also  beginning  to  offer  on- 
site  computers  capable  of  reaching  the 
Internet.  Following  their  lead,  Hilton 
Hotels  is  planning  to  install  Internet 
stations  in  the  lobbies  of  60  of  its  hotels. 
First  tested  at  the  chain's  San  Diego 
properties,  the  so-called  "Inphone" 
stations  are  much  like  automated  teller 
machines:  Travelers  swipe  a  credit  card, 
buy  on-line  time,  then  use  the  built-in 
touch  screen  to  access  mail  or  connect  to 
various  Web  sites. 


Author  Joe  Brancatelli  is  editor  of  Frommer's  \ 
Travel  Update  and  a  business  travel  ^ 
columnist  for  several  national  magazines. 
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Chum  my 
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How  to  Drive  Your 
Competition  Crazy. 


Two  SUMMERS  AGO  a  Casio  QV-10  digital 
camera  sucked  the  Visa  card  right  out  of  my 
wallet.  This  was  the  first  affordable  (sub- 
Si, 000)  digital  camera  and,  at  the  time,  it  was 
extremely  cool:  96-picture  capacity,  1.8-inch 
color  liquid-crystal-diode  monitor/viewfmder 
and  pictures  downloadable  to  a  Macintosh  or 
Windows  computer.  One  of  those  impulse 
items  that  you  buy  now  and  justify  later. 

However,  buying  a  digital  camera  two  whole 
years  ago  meant  sacrificing  many  features 
found  on  any  $200  analog  camera.  For  all  its 
innovative  sexiness,  there  was  no  flash,  no 
zoom,  and  transferring  pictures  to  your  com- 
puter was  slower  than  installing  Windows.  It 
took  me  many  minutes  to  move  my  snapshots. 

Models  from  Casio's  competitors  had  other 
features  that  were  desirable,  but  no  company 
had  put  it  all  together. 

Now,  only  two  years  later,  Kodak  has  intro- 
duced the  DC120,  and  this  camera  has  it  all: 
3X  zoom  lens;  color  LCD  to  preview  up  to  nine 
pictures  at  once  (enabling  you  to  delete  as  you 
go);  memory-card  storage  (pop  out  the  card, 
plug  it  into  your  computer  and  the  files  appear 
on  the  desktop,  so  there's  no  need  for  a  slow 
download);  a  built-in  flash;  and  a  mind-bog- 
gling resolution  of  1.2  million  pixels.  All  this 
for  only  $250  more  than  the  $750  the  QV-10 
cost  me.  (The  QV-10  and  similar  cameras  have 
gotten  considerably  cheaper  and  serve  the  low- 
price  segment  of  the  market  quite  well.) 

Lest  you  think  I'm  now  a  copywriter  for 
Kodak's  ad  department,  let  me  explain  the  sig- 
nificance of  the  rapid  transition  from  the  QV- 
10  generation  of  digital  cameras  to  the  DC  120. 

First,  to  stay  alive  a  company  has  to  be  will  - 
ing — and  able — to  jump  curves.  Kodak 
jumped  from  analog  photography  to  digital 
photography.  Think  about  it:  Kodak,  tradi- 
tionally a  company  that  sold  blades  (film), 
proved  that  it  can  also  make  one  fine  razor  (a 
camera).  Furthermore,  these  new  razors  don't 
require,  or  even  permit,  a  stream  of  ftature 
blade  purchases. 

Most  companies  in  Kodak's  position  would 
defend  their  current  business  to  the  bitter,  buggy- 
wliip  end:  "Analog  photography  provides  greater 
control  over  pictures.  .  .  .  Our  customers  want 


the  convenience  of  one-hour  photo  finishing.  .  .  . 
Our  customers  don't  have  color  printers." 

Second,  a  company  has  to  create  an  open 
system  that  capitalizes  on  the  prior  and 
future  work  of  other  innovators.  Kodak  has 
adopted  industry  standards  for  picture  for- 
mats, and  its  digital  cameras  work  with  out- 
siders' software,  like  PictureWorks'  Technol- 
ogy Photoenhancer,  and  the  special  modules 
of  image  editor  Adobe  Photoshop.  Of 
course,  Kodak  engineers  would  be  nuts  to  try 
to  establish  formats  and  write  software  in 
addition  to  designing  cameras  and  writing 
firmware,  but  they  wouldn't  be  the  first  to 
try  something  so  stupid. 

Kodak  doesn't  have  a  monopoly  on  open- 
ness, because  openness  has  become  a  require- 
ment for  most  companies  in  a  high-technolo- 
gy business.  But  it's  easy  to  imagine  how 

What  a  concept:  an  American 
company  with  a  multiyear 
attention  span. 


Kodak  could  have  decided  that  its  products 
and  people  were  superior  to  the  competition's 
and  that  it  should  therefore  isolate  itself  from 
the  industry. 

Third,  a  company  has  to  churn  its  product 
line.  Kodak  was  behind  in  the  digital  camera 
race  two  years  ago,  and  its  early  products  had 
the  same  limitations  the  QV-10  had,  witii  the 
same  potential  for  buyer  remorse.  Two  years 
later  Kodak  answered  and  exceeded  most 
people's  expectations  for  an  affordable  digital 
camera.  (Wliat  a  concept:  an  Americaii  company 
witii  a  multiyear  attention  span. )  Clearly,  how 
fast  you're  moving  is  just  as  important  as  where 
you  started. 

Fourth,  a  company  needs  to  churn  products 
with  an  eye  on  the  people  who  are  already 
buyers,  not  those  who  aren't.  If  working  at 
Apple  has  taught  me  anything,  it's  that  selling 
more  products  to  a  believer  is  much  easier 
than  converting  an  atheist.  Sell  the  believer  a 
product,  and  then  immediately  start  thinking 
about  how  to  sell  him  a  faster  model. 

In  the  case  of  digital  cameras,  preaching  to 
the  infidels  would  mean,  for  example,  trying 
to  create  a  digital  camera  for  high-end  portrait 
photographers.  What  brought  me  back  to  the 
market  were  slight  improvements  to  the  exist- 
ing product — improvements  that  still  would 
not  have  attracted  high-end  and  professional 
photographers. 

Churning  is  essential  in  the  high-tech  mar- 
ketplace. You  either  do  it  wellx  or  you  die. 
And  if  you  die,  it's  not  a  pretty  picture.  WM 
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Bill  Gates  sees  the  V\/eb  as  a  frictionless  middleman  between 
suppliers  and  customers.  Wrong  picture,  says  Michael  Dertouzos. 
The  Web  will  create  a  whole  new  profession  of  info-workers. 

The  Web  and 
the  workplace 


By  Joshua  Levine 

MIT's  Laboratory  for  Computer  Sci- 
ence has  had  a  huge  impact  on  busi- 
ness. Its  members  have  produced 
such  innovations  as  the  spreadsheet, 
the  Ethernet,  the  World  Wide  Web 
and  time-shared  computers.  The  lab's 
professors — currently  there  are  28 — 
are  encouraged  to  moonlight  as 
entrepreneurs,  with  impressive 
results:  The  combined  market  value 
of  companies  spawned  from  the  lab's 
research  tops  $10  billion. 

"With  some  checks  and  balances, 
you  can  do  some  exciting  research 
and  keep  the  faculty  nicely  reward- 
ed," says  Michael  Dertouzos,  60, 
who  has  run  the  computer  sciences 
lab  since  1974.  Dertouzos  himself 
made  a  killing  in  high  tech  29  years 
ago  with  a  company  he  founded 
called  Compatek.  He  now  has  a  small 
piece  of  W3  Health,  cofounded  by 
his  lab  colleague  Peter  Szolovits  to 
link  incompatible  computer  health 
care  systems  into  a  kind  of  Web. 

In  his  just-published  and  highly 
readable  book.  What  Will  Be,  Der- 
touzos peers  into  die  future  and  spec- 


ulates about  such  amusing  possibili- 
ties as  virtual  sex,  but  speculates,  too, 
on  a  lot  of  things  that  should  matter 
to  businesspeople.  We  interviewed 
him  in  his  Cambridge,  Mass.  office. 

Dertouzos:  The  question  that  busi- 
nesspeople keep  asking  is:  How  do  I 
exploit  this  new  information  world  to 
start  a  business?  Bill  Gates  says  buyers 
and  sellers  will  find  each  other  fric- 
tionlessly,  without  middle  people.  I 
take  issue.  I  think  there  will  be  a 
tremendous  amount  of  info-junk  and 
we're  going  to  need  intermediaries  to 
sort  through  it.  We  will  need  info-tai- 
lors, info-brokers,  info-navigators. 
Forbes:  Won't  all  this  filtering  be 
done  by  software  agents? 
No.  Basically,  search  engines  just 
maintain  a  map  of  the  Web,  and  they 
give  you  a  quick  indexing  reference  to 
the  words  you  want.  That's  about  it. 

Search  engines  are  not  satisfying. 
We  do  not  know  how  to  construct 
anthropomorphic  agents  one-thou- 
sandth as  capable  as  humans  in  gen- 
eral intelligence  terms.  A  wave  of 


human  agents.^  Now  you're  talking. 
A  new  career  category? 
Today's  insurance  broker  is  basically 
a  pedciler.  Tomorrow's  will  be  an 
info-tailor  who  will  mix,  blend  and 
adjust  insurance  for  minute  segments 
of  the  market  in  ways  the  current 
broker  couldn't  dream  of  He  will  be 
compensated  by  both  the  buyer  and 
the  seller.  Music  will  be  packaged  by 
info-tailors  who  know  your  taste  and 
will  either  sell  you  music  by  the 
chunk — or  rent  it  to  you. 

There's  a  lot  of  talk  about  Patricia 
Maes  and  her  algorithmic  agents 
doing  the  tailoring  for  you.  Very 
impressive  stuff  But  humans  can  do 
a  lot  better.  Algorithms  are  limited. 

All  the  Web  has  now  is  traditional 
content.  That's  not  the  way  we're 
going.  Traditional  content — text, 
images,  videos,  songs — is  only  about 
5%  of  our  economy.  Work  is  about 
60%.  Within  the  next  three  to  five 
years  you're  going  to  increasingly  see 
the  delivery  of  human  work  over  the 
Web.  You  already  see  it  in  some  form, 
but  almost  all  of  that  is  E-mail.  The 


The  green-tinted  ivory  tower  at  MIT 

Company 

Year 

MIT  founder 

Business 

Value 

founded 

($mil) 

3Com' 

1S79 

Robert  Metcalfe 

Network  interface  cards 

$7,200 

Lotus  Development^ 

1S82 

Robert  Frankston 

Spreadsheets,  collaboration  software 

3,500 

RSA^ 

1982 

Ronaid  Rivest 

Public  key  cryptography 

200 

Cirrus  Logic 

1984 

Suhcis  Patii 

Multimedia  integrated  circuitry 

609 

Open  Market  Inc. 

1991 

Dr/id  Gifford 

Turn-key  software  for  electronic  commerce 

281 

'Acquired  by  U.S.  Robotics  this  month.  Acquire 

'  '    ' '   Acquired  by  Security  Dynamics  in  1996, 

A  selection 
of  companies 
spawned  from 
research 
conducted  at 
MIT's  Laboratory 
for  Computer 
Science. 
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MIT's  Michael  Dertouzos 

"Today's  insurance  broker  is  a  peddler. 

Tomorrow's  will  be  an  info-tailor." 
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Telecommuters:  Before  you  pay  for  a  second  line, 
consider  this  gadget  from  Data  Race. 

How  to  stuff 
a  phone  line 


notion  of  delivering  work  over  the 
new  medium  is  something  that  the 
eiirrent  Weh  is  almost  unaware  of, 
but  that's  where  the  big  gains  will  be. 
If  vidcocams  and  fiber  optics  were 
ubiquitous,  all  sorts  of  workers 
could  do  their  thing  on  the  Net: 
financial  planners,  travel  agents, 
interior  decorators,  even  the  tat- 
tooed teenagers  who  work  behind 
auto  parts  counters.  We  could  live 
where  we  want  and  kind  of  E- 
mail  our  work  in. 
Sure.  A  vveli-traincd  doctor  in  Sri 
Lanka  makes  maybe  $20  a  day;  why 
not  hook  him  up  to  a  medical  kiosk 
in,  say,  San  Francisco,  where  he  can 
monitor  the  checkup  a  local  nurse 
gives  a  homeless  person,  for  just  $2? 
Wouldn't  a  sophisticated  video- 
conferencing setup  serve  the  same 
purpose? 

No.  In  the  case  of  doctors,  it  would 
not  carry  the  medical  instrumenta- 
tion that  allows  the  Net  to  serve  an 
analytical  function. 

Here's  something  happening  today 
in  British  Petroleum:  About  200 
people  are  linked  by  high-class  tech- 
nology across  space  and  time.  They 
are  crisis  teams  solving  emergencies  in 
oilfields  around  the  world.  Let's  say  a 
Br  site  has  problems  in  production  or 
refming.  There  are  people  all  over 
who  form  this  executive  SWAr  team 
that  can  get  together  instantly,  with- 
out moving.  Normal  human  beings 
who  today  do  office  work — imagine 
them  doing  the  same  thing  from 
their  homes  or  work  centers. 
Work  centers.^ 

These  dfjn't  currently  exist,  to  my 
knowledge.  Rut  they're  so  obvious  to 
me,  I  might  even  invest  if  someone 
wants  to  join  me. 

Working  from  home  is  not  as  desir- 
able as  many  think — all  those  people 
with  babies  in  their  laps  don't  look 
very  productive  to  me.  Besides,  a 
household  couldn't  afford  the  sophis- 
ticated equipment.  But  imagine  a 
building,  full  of  good  equipment, 
connected  to  the  rest  of  the  world  by 
high-speed  lines.  You  lease  space  in 
this  work  center,  which  could  be,  say, 
by  a  beautiful  lake  in  New  Hampsliire. 
In  die  morning,  drive  to  your  lakeside 
work  center,  park  your  kids  at  day  cai  e 
there  and  go  to  work  for  people  in 
Tokyo  or  San  Francisco.  MR 


By  Nikhil  Hutheesing 

One  tei.ephonk  line  to  do  it  all: 
make  phone  calls,  connect  to  data- 
bases and  send  faxes.  Being  able  to 
do  that  might  save  you  from  paying 
for  a  second  or  a  third  phone  line  at 
your  home.  A  little  firm  in  San  Anto- 
nio, Tex.,  Data  Race,  Inc.,  has  come 
up  with  the  technology  for  this 
neat  trick. 

The  solution  is  not  for  everyone.  It 
works  only  for  folks  tethered  to  a 
home  office  that  has  a  computer  net- 
work, a  switchboard  and,  preferably, 
some  cheap  long  distance  lines.  The 
system,  called  Be  There!,  costs  $800 
to  $2,000  per  user,  but  for  the  right 
users  it  offers  enough  economies  in 

l^irning  your  phone  line 
into  a  pipeline  can  cost 
$2,000,  yet  pay  for  itself. 

phone  bills  to  pay  for  itself.  It  may 
even  be  enough  to  revive  Data  Race, 
which  lost  $4  million  on  sales  of  $14 
million  in  the  nine  months  through 
Mar.  31. 

The  phone-line-sharing  technolo- 
gy is  a  variation  on  a  decades-old 
gimmick  in  telecommunications 
known  as  multiplexing.  A  multiplex- 
er ("■mux"  to  engineers)  electronical- 
ly slices  the  bandwidth  made  available 
by  a  pair  of  wires  into  separate  chan- 
nels. Data  Race's  "personal  multi- 
plexer" electronically  slices  a  dial-up 
phone  connection  into  three  chan- 
nels: one  for  fax,  one  for  data  and 
one  for  a  conversation. 

One  part  of  the  system  is  a  tele- 
phone handset  and  a  credit-card-size 
modem/multiplexer.    You  attach 


these  to  your  home  computer  or  to  a 
laptop.  The  other  side  is  a  server  that 
connects  into  your  company's  com- 
puter network  and  switchboard. 

Say  you  are  on  a  business  trip.  At 
your  hotel,  you  fit  the  end  of  the 
hotel's  telephone  cord  into  the  back 
of  your  laptop.  You  click  on  the  icon 
for  the  software.  The  modem  calls 
into  your  company's  network. 

As  soon  as  you  connect  to  the  net- 
work, the  server  part  of  the  system 
back  at  headquarters  makes  available 
your  E-mail,  voice  mail  and  faxes. 
The  E-mail  and  faxes  go  into  your 
laptop;  while  this  is  going  on,  you 
listen  to  the  voice  mail  just  as  you 
would  if  you  were  at  the  office. 

Stay  connected.  If  your  boss  rings 
your  extension,  your  computer  rings 
and  you  pick  up  the  handset  attached 
to  the  computer.  If  you  want  to  dial 
out,  the  system  connects  your  phone 
handset  to  the  switchboard  at  head- 
quarters. While  all  this  is  going  on, 
your  laptop  remains  connected  to  the 
computer  network  at  headquarters. 

The  technology  saved  the  day  for 
Evan  Matteo,  a  director  of  marketing 
at  Trilogy  Development  Group. 
Matteo  was  in  Atlanta  for  a  confer- 
ence. For  a  presentation  he  had  just 
an  hour  to  download  a  software 
demonstration  from  the  company's 
database  back  in  Austin,  Tex.  and  to 
review  it  with  a  colleague.  Without 
the  Data  Race  equipment  he  could 
not  have  accomplished  all  this  in  an 
hour;  with  the  equipment,  he  says,  it 
was  a  snap. 

Data  l(ace's  target,  besides  travel- 
ers, is  the  stay-at-home  worker  who 
might  otherwise  need  a  second  or 
third  telephone  line  for  fax  and  E- 
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[  Second  Place,  Cold  War  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions'"  helps  you  compete  better.  By  offering  copier 
systems  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy  center. 
And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies  like 
Oce,  Canon,  Microsoft,  IBM,  Sharp,  Ricoh  and  Compaq.  All  backed  by  IKON's  custom  guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1-888-ASK-IKON. 


Wolk 
to  Win. 


www.IKON.com 
1-888-275-4566 


Microsoft  is  a  registered  trademark  of  Microsoft  in  the  U  S.  and  other  countries.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  Compaq  is  a  registered 
trademark  of  Compaq  Computer  Corporation,  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 


There's  no  shortage  of  things  you  can  do  with 
our  best-selling  PowerBook  1400,  either  Play 
CD-ROMs,  surf  the  web' and  send  e-mail  to 
your  boss  back  at  the  office. 


Incite  rubbernecking. 


Run  your  own  in-fliglit  movie. 


We  didn't  build  the  world's  fastest  laptop  just  to  show  off. 
But  that's  not  to  say  you  can't.  Among  its  numerous  talents, 
the  PowerBook'  3400  is  the  ideal  laptop  for  presentations. 
Its  awesome  speed  means  faster,  more  beautiful  graphics, 
and  its  12.1-inch  diagonal  screen  is  the  perfect  canvas  to 
display  your  genius  for  persuasion. 

But  don't  let  the  3400's  blinding  speed  blind  you  to  its  other 
features.  Like  its  hot-swappable  expansion  bay.  It  lets  you 
add  all  manner  of  drives,  whether  floppy,  magneto-optical, 
CD-ROM  or  a  second  hard  drive.  All  without  putting  your 
computer  to  sleep.  To  keep  you  connected,  there's  also  a 
built-in  Ethernet/33.6  Kbps  modem. 

At  the  risk  of  sounding  immodest,  there's  no  end  to  what 
you  can  do  with  the  new  PowerBook  3400.  To  learn  more, 
visitwww.powerbook.apple.com.  Or  call  800-538-9696  for 
the  name  of  the  Apple  reseller  nearest  you. 


COMPUTERS/COMMUjn 

mail  traffic.  Gartner  Group  tells  us 
there  are  now  15  million  telecom- 
muting employees  in  the  U.S.,  up 
ft-om  5  million  in  1991.  Their  sup- 
plemental phone  lines  typically  run 
$300  a  year  or  so,  even  though  they 
are  used  only  occasionally.  When  you 
make  a  long  distance  call,  fi-om  your 
home,  you  use  the  long  distance 
lines — and  the  favorable  rates — of 
your  company's  usual  carrier.  (Can 
you  use  Be  There!  to  avoid  the  rip-off 
long  distance  rates  charged  by  a 
hotel?  Yes — but  only  if  your  compa- 
ny has  an  incoming  toll-free  number. 
The  Be  There!  server  can't  dial  your 
hotel  room.) 

Data  Race  says  its  multiplexer  can 
run  a  data  connection  at  up  to  33.6 
kilobits  per  second,  yet  still  leave 
room  for  a  fax  connection  and  a  voice 
call.  How  can  it  do  this,  given  that 
most  stand-alone  modems  can  barely 
move  33.6  kilobits  per  second.' 

The  multiplexer  sets  aside  the  full 
33.6  kilobits  for  data  ouh  when 


nothing  else  is  going  on.  If  a  fax 
comes  in,  the  system  releases  9.5  kilo- 
bits for  that  application  and  leaves 
only  24  kilobits  for  the  data.  Now 
add  a  phone  call:  The  system  sets 
aside  8.5  kilobits  for  this  application 
and  shrinks  data  for  the  time  being  to 
15.5  kilobits. 

Voice  compression  is  key.  When 
you  use  a  phone  line  merely  to  chat, 
you  are  occupying  64  kilobits  of 
bandwidth  but  not  using  it  very 
effectively.  The  telephone  company  is 
transmitting  your  voice  with  needless 
fidelity.  Data  Race  takes  advantage  of 
this  to  squeeze  a  conversation  into 
8.5  kilobits,  losing  just  a  little  bit  of 
voice  quality.  Background  music 
comes  across  as  noise,  and  there  is  a 
slight  transmission  delay  in  conversa- 
tions while  the  computer  compresses 
and  decompresses. 

If  the  phone  companies  set  aside 
64  kilobits  for  conversations,  how  is 
it  til  u  Data  Race  can  run  only  33.6 
kilohiis  through  its  modems.''  It  has 


Data  Race's  Ben  Barker  with 
multiplexer-equipped  laptop 
A  mux-have? 


to  do  with  the  fact  that 
the  phone  lines  were 
designed  for  human 
voices  traveling  on  analog 
(smoothly  varying) 
waves.  Converted  to  dig- 
ital uses,  these  circuits 
usually  deliver  a  good  bit 
less  than  64  kilobits  of 
capacity.  Indeed,  Data 
Race  concedes  that  in 
cities  with  older  tele- 
phone switchgear  you 
might  not  be  able  to  get 
even  33.6  kilobits  out  of 
its  modems.  The  result, 
when  faxes  and  conversa- 
tions are  going  on  simul- 
taneously, is  a  painfully 
slow  connection. 

W.  Benjamin  Barker, 
Data  Race's  chief  execu- 
tive, joined  the  firm  in 
1995  after  a  career  at  bbn 
I  Corp.  that  included 
^  codeveloping  the 
g  Arpanet,  the  predecessor 
z  to  the  Internet.  Data 
Race  started  out  making 
industrial  strength  multiplexers  that 
let  companies  carve  up  high-band- 
width T-1  lines,  for  instance,  into 
separate  phone  connections.  Larger 
firms,  like  Motorola  and  Micom 
Communications,  have  invaded  this 
market,  so  Data  Race  has  expanded 
its  business  to  personal  multiplexers. 
"We  have  taken  the  capabilities  of 
these  multithousand-dollar  boxes  and 
put  them  into  a  cheaper  box  for  the 
single  user,"  explains  Barker. 

That  doesn't  mean  Barker  is  safe 
from  competitors.  Brad  K.  Baldwin, 
an  analyst  with  International  Data 
Corp.-,  predicts  that  within  two  years 
all  the  big  communications  gear 
makers  will  move  in  on  his  little  busi- 
ness. Data  Race  has  patents  pending 
on  some  of  its  multiplexing  tech- 
niques, but  there  are  a  lot  of  ways  to 
skin  this  cat  and  he  can't  patent  the 
idea  of  personal  multiplexing. 

If  ever  there  was  an  industry  where 
companies  have  to  keep  constantly  on 
the  move,  computers  are  it.  WM 
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Xoma  lives 


gy  MICHAtMlNlWrgO 


Michael  Gianturco  is 
president  of  The 
Princeton  Portfolios. 
His  latest  book  is  How 
to  Buy  Technology 
Stocks  (Little,  Brown, 
1996). 


Biotech  investors  with  long,  and  perhaps 
bitter,  memories  may  recall  the  titanic  battle 
five  years  ago  between  Xoma  and  Centocor. 
These  two  were  working  on  rival  drugs  to 
treat  blood  poisoning.  Xoma's  fans  figured 
its  drug  would  prove  superior  and  would 
create  and  capture  a  billion-dollar  market. 
Centocor's  fans  had  equally  high  hopes  for 
their  entry.  Both  stocks  raced  upward,  to  62 
for  Centocor  and  33  for  Xoma. 
Who  won.'  Neither. 

Both  drugs  flopped.  Centocor's  stock  sank 
to  a  low  of  5J4,  Xoma's  to  11^. 

That  was  not  the  end  of  the  story. 

Centocor  had  another  drug,  ReoPro,  that 
worked  well  for  unrelated  medical  problems 
as  an  anticlotting  agent.  The  stock  has  revived 
to  31.  The  biotech  market  is  like  that. 

Xoma  Corp.,  of  Berkeley,  Calif.,  may  make 
an  equally  impressive  comeback.  If  it  does,  it 
will  do  so  sticking  to  its  original  target — a 
drug  designed  to  neutralize  the  often  fatal 
toxins  released  by  the  bacteria  that  cause 
blood  poisoning. 

Neuprex  does  more  than  latch  onto 
bacterial  poisons.  The  hope  is  that  it 
will  slay  the  tiger  rather  than  ride  it. 


Xoma's  product  was  an  antibody  that 
latched  onto  the  bacterial  toxin,  thereby 
speeding  its  elimination  by  the  body's 
immune  system.  The  last  vestige  of  hope  for 
FDA  approval  of  this  original  product,  along 
widi  its  attendant  expense  and  persistent 
problems,  was  finally  shucked  in  late  April. 
Results  in  yet  another  patient  trial  proved 
disappointing. 

-    Even  with  an  antibody  wrapped  around 
them,  the  toxins  remained  toxic,  like  a  ram- 
pant tiger  with  a  man  riding  on  its  back. 

But  long  before  it  gave  up  on  this  drug, 
Xoma  had  licensed,  from  the  New  York 
University  School  of  Medicine,  technology 
fo)-  ani  '^her  promising  approach  to  making 
antitoxins.  This  prospective  drug  is,  like  the 
faa<  d  one,  a  protein  molecule,  but  it  is  not  an 
antibody.  The  new  drug,  which  Xoma  calls 
Neuprcrx,  is  based  on  a  natural  product  of  the 
body's  defensive  wliite  cells.  Peter  Elsbach,  a 


Dutch-born  physician,  and  Jerrold  Weiss,  a 
professor  of  microbiology  at  NYU,  discovered 
and  purified  it  in  the  late  1970s.  Xoma  took 
out  its  license  in  1989. 

Unlike  the  previous  attempt  at  an  anti- 
toxin, Neuprex  does  more  than  attach  itself 
to  bacterial  poisons;  it  deactivates  them.  The 
hope  is  that  Neuprex  will  slay  the  tiger  rather 
than  just  ride  it. 

Neuprex,  if  it  works,  will  be  used  against 
toxins  released  by  a  family  of  bugs  called 
gram-negative  bacteria  (a  reference  to  a 
microbiological  test  involving  Gram's  stain). 
Among  the  deadly  bacteria  in  this  group: 
meningococcus,  salmonella  and  cholera. 

Xoma  is  in  the  process  of  enrolling  130 
patients  for  Phase  III  trials  of  Neuprex  as  a 
treatment  for  meningococcemia  in  children. 
The  disease  is  caused  by  the  same  bacteria 
that  cause  meningitis,  but  in  this  case  the  bac- 
teria infect  the  bloodstream,  pouring  out 
their  deadly  endotoxins.  Antibiotics  don't 
help  much  because  as  the  bacteria  are  killed 
more  endotoxins  are  released  into  the  blood. 
This  is  one  of  the  few  diseases  that  can  kill  a 
normal  person  within  24  hours.  If  Neuprex 
works,  it  will  be  a  lifesaver. 

Xoma  has  hopes  for  other  applications.  It 
is  testing  the  drug  as  a  treatment  for  bacterial 
infection  following  massive  blood  loss.  This 
would  serve  a  surprisingly  large  patient  popu- 
lation, as  many  as  a  quarter-million 
Americans  per  year  suffering  accidental 
injuries  and  other  problems.  There  is  even 
the  prospect  that  Neuprex  could  be  used 
against  fxingal  diseases. 

So  it  may  turn  out  that  Neuprex  is  not  one 
medicine  but  several.  It  may  also  turn  out,  of 
course,  that  it  is  not  a  medicine  at  all,  as  the 
history  of  Xoma's  first  drug  illustrates. 

Xoma  has  $39  million  in  cash  on  hand  and 
is  running  through  it  at  the  rate  of  $18  million 
a  year.  There  probably  will  be  more  capital  if 
and  when  Xoma  needs  it.  In  1996  two  private 
placements  totaling  6.4  million  shares  netted 
$21.7  million.  In  addition,  Xoma  received 
$22.3  million  last  year  fi-om  Genentech  to 
cover  tiie  cost  of  producing  and  testing  a  mon- 
oclonal antibody  that  would  be  used  against 
autoimmime  diseases  like  psoriasis.  Xoma  also 
gets  some  licensing  revenue  fi-om  patents  for 
recombinant  DNA  manufacturing. 

Xoma  is  obviously  very  speculative.  I  would 
buy  a  littie,  not  a  lot,  at  $4.50  or  lower.  H 
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How  do  you 
cut  through 


electronic  clutter?  _  j 


mm  Isn't  it  obvious?  .-^■.-^*^«*^P1p 

Whether  you're  being  e-mailed  or  voice-mailed,  a  Post-it®  Note  still  gets  attention  first.  3M 
invented  repositionable  notes.  We  understand  your  need  to  communicate  quickly  and  easily. 
^*      As  we  develop  new  Post-it®  products  for  your  home  and  office,  we'll  continue  to 
keep  your  needs  in  mind.  That's  the  core  of  our  unique  corporate  spirit  -  focus  on 
customers,  freedom  to  take  risks  -  that  lets  us  make  the  leap  from  need  to.,. 

3M  Innovation 

(y3M  1996  For  more  information,  call  I -800-3 M-H ELPS ,  or  Internet:  http://www.mmm.com 


MUNtY  &  IfliVtSimtllld 


THE  MONEY  MEN 


Be  not  a  wimp 

It  can  be  very  frustrating  owning  an  undervalued  stock  in  a  company  run 

by  uninspiring  management.  Herbert  Denton  doesn't  just  get  mad.  He  gets  even, 

By  Christopher  Pahneri 


In  a  classic  Gary  Larson  cartoon, 
two  vultures  are  sitting  on  a  branch. 
"I'm  tired  of  waiting  around,"  says 
one.  "Let's  go  kill  something." 

Herbert  Denton  knows  the  feeling. 
Conventional  wisdom  says  that  if  you 
don't  like  the  way  management  runs 
a  company,  you  sell  the  stock. 
Denton  prefers  to  try  to  change  the 
strategic  direction  of  the  company. 

Denton  is  now  picking  over  the 
carcass  of  Comsat  Corp.,  the  Bethes- 
da,  Md. -based  satellite  operator.  In 
early  March  Denton's  Providence 
Capital  teamed  up  with  the  merger 
arbitrage  firm  Wyser-Pratte  &  Co., 
Inc.  to  announce  that  they  intended 
to  nominate  new  directors  to 
Comsat's  board. 

Comsat  followed  this  news  by 
indefinitely  postponing  its  annual 
meeting.  Later  the  company  resched- 
uled the  meeting  and  sued  Provi- 
dence, Denton  and  former  Comsat 
chief  executive  Bruce  Crockett, 
accusing  them  of  being  "engaged  in 
a  campaign  to  create  turmoil  at 
Comsat." 

Turmoil  at  Comsat?  That's  the 
idea.  Comsat's  stock  price  lingers  at 
$22.  Denver's  Wm  Smith  &  Co. 
thinks  the  shares  might  be  worth  $58 
in  a  breakup. 

The  Michael  Milken-financed 
raiders  of  the  1980s  are  gone.  In 
their  place,  as  scourges  of  cohiplacent 
boards,  are  corporate  agitators.  1  hese 
types  buy  a  big  stake  in  a  company 
and  then  rattle  cages.  Michael  Price 
of  the  Franklin  Mutual  Series  fluids  is 
one  such  active  investor.  Others  are 
Alfred  Kingsley  of  Greenway  Partners 
(Forbes,  Oct.  23,  1995)  and  Robert 
Monks  of  Lens. 

LTnlike  Price,  Kingsley  and  Monks, 
Denton  doesn't  have  a  large  pile  of 
money  under  management.  Denton 
throws  some  weight  around  bv  per- 
suading large  holders  to  enlist  under 


his  banner  and  then  go  after  sleepy, 
rubber-stamp  boards.  Helping  out 
here  is  a  key  1992  rule  change  by  the 
Securities  &  Exchange  Commission, 
making  it  easier  for  ad  hoc  groups  of 
uphappy  shareholders  to  huddle 
without  having  to  file  formal  docu- 
ments with  the  SEC. 

Denton  has  only  four  full-time 
employees  and  less  than  $2  million  in 
capital.  But  he  has  been  able  to  line 
up  much  larger  firms  like  Tweedy, 


Providence  Capital's  Herbert  Denton 
Proxy  fights  are  his 
weapon  of  choice. 


Browne  and  Legg  Mason  to  support 
him.  "The  market's  too  pricey  for 
passive  investing,"  is  Denton's  pitch. 
That's  another  way  of  saying  that 
with  the  Dow  at  7000  you  can't 
afford  mediocre  boards. 

Denton  has  had  some  notable  suc- 
cesses. In  October  1995  Providence 
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Providence  picks 


Company 

Recent 
/-price 

Breakup  ' 
value  ■ 

Most  attractive  business 

Amdahl 

8^8 

$16 

Consulting  business;  cash 

Ashland 

45% 

75 

No.  1  US  chemical  distributor;  No.  1  in  highway  construction 

California  Microwave 

123/4 

24 

Satellite  modem  busmess 

Comsat 

22  Ks 

58 

Strong  position  in  satellites 

Dart  Group 

105 

160 

Food  Shoppers  chain 

Digital  Equipment 

32% 

60 

Global  name  and  service  business 

Navistar 

11 '/8 

25 

Fmance  subsidiary,  diesel  engine  business 

Outboard  Marine 

14^4 

20 

Johnson,  Evinrude  brand  names 

Pennzoil 

53/8 

75 

Exploration  division;  number  one  motor  oil 

Telephone  &  Data 

37 

70 

Cellular  business 

Sources:  Providence  Capital;  Wm  Switli  i 

5  Co.  for  Comsat  entry. 

Providence  Capital  either  has  positions 
in  or  is  closely  following  these  firms. 


withdrew  a  stockholder  proposal  at 
Duplex  Products,  a  maker  of  business 
forms,  in  exchange  for  management's 
agreement  to  meet  with  large  share- 
holders. Duplex  was  acquired  by 
another  firm  eight  months  later, 
delivering  a  50%  profit  to  Providence. 

Earlier  this  year  Ashland  Inc.,  the 
$12  billion  oil  refiner,  avoided  a 
proxy  fight  with  Denton  by  agreeing 
to  divest  its  oil  exploration  unit  and 
seek  merger  opportunities  for  its 
refining  business.  Ashland  stock  is  up 
30%  (to  the  market's  25%)  since 
Denton  got  involved.  "Today  we've 
got  a  new  sense  of  urgency,"  says 
Ashland  Chairman  Paul  Chellgren. 

Denton,  50,  learned  the  corporate 
governance  game  as  an  institutional 
stockbroker  and  investment  banker  at 
firms  like  Donaldson,  Luficin  &  Jen- 
rette  and  Jefferies  &  Co.  His  role  was 
to  give  advice  on  proxy  fights  and 
shareholder  proposals  to  investors  like 
Harold  Simmons,  Carl  Icahn  and 
Julian  Robertson. 

Denton  struck  out  on  his  own  with 
Providence  in  1991.  He  makes 
money  three  ways.  Providence  serves 
as  a  broker  for  investors  who  pur- 
chase his  research  by  directing  trades 
his  way.  Providence  has  a  small 
money  management  firm  that  takes 
positions  in  Denton's  targeted  stocks. 
And  sometimes  Denton  gets  a  piece 
of  the  profits  in  the  positions  of  his 
partners. 

A  typical  Providence  foray  begins 


with  anotiier  investor  tipping  Denton 
off  to  what  he  calls  "strategically  mis- 
directed companies  with  moribund 
stock  prices."  Providence  then  puts 
together  a  research  report  that  often 
recommends  carving  up  the  compa- 
ny. Then  Denton  contacts  the  com- 
pany's largest  shareholders  and  later 
its  board  of  directors.  If  management 
doesn't  agree  to  meet  with  the  large 
shareholders  to  discuss  plans  for 
improving  the  company's  stock  price, 
Denton  assembles  a  slate  of  insurgent 
directors. 

Comsat  Corp.  is  a  government- 
chartered,  publicly  traded  satellite 
operator  that  has  branched  into 
entertainment  (hotel  room  movies 
and  sports  teams)  as  well  as  telecom- 
munications ventures  in  developing 
countries.  The  company  announced 
in  early  March  that  it  was  selling  a 
manufacturing  division  and  accelerat- 
ing the  divestiture  of  its  80%-owned 
Ascent  Entertainment.  But  that 
apparently  isn't  enough  for  Denton. 
In  papers  on  file  at  the  sec,  Denton 
wants  Comsat  to  dispose  of  all  of  its 
nonsatellite  assets.  The  next  step 
would  be  to  find  a  strategic  partner 
for  the  company  akin  to  PanAmSat 
Corp.'s  merger  with  Hughes  Elec- 
tronics Corp.'s  satellite  business. 

Denton  has  taken  a  stake  in  Navi- 
star International  Corp.,  the  $5.7 
billion  truck  manufacturer.  This  one 
has  a  catalyst.  Next  summer  a  trust 
benefiting  Navistar's  retirees  and 
workers  will  receive  voting  rights  on 
shares  representing  a  third  of  the 
company's  stock. 


Denton  thinks  that  will  spark  a  sale 
of  the  company  for  two  reasons.  First, 
the  trust  may  choose  to  diversify  its 
holdings,  not  an  easy  thing  to  do 
with  a  position  this  large.  Second, 
Navistar's  board  of  directors  may 
conclude  that  it  will  be  very  difficult 
to  manage  a  company  in  which 
unions  have  such  a  large  influence. 
This  may  prompt  the  board  to  seek  a 
merger  partner,  possibly  Ford  or 
Volvo.  Denton  thinks  Navistar  could 
be  sold  for  more  than  twice  its  cur- 
rent price  of  1 1^. 

Denton  plans  to  meet  on  June  3 
with  shareholders  representing  a  third 
of  the  stock  of  Digital  Equipment 
Corp.  Denton  says  he  wants  to  get 
information  about  the  company's 
high-speed  Alpha  chip.  But  there  are 
bigger  assets,  like  Digital's  service 
organization  (Forbes,  May  5). 

Denton  is  also  taking  a  look  at 
Boise  Cascade  Corp.,  which  he  notes 
could  refocus  by  divesting  its  80%- 
owned  office  products  subsidiary. 

A  raid  on  management  can  back- 
fire. Last  fall  Denton  helped  get  two 
new  directors  nominated  to  the 
board  of  California  Microwave  Inc., 
a  $460  million  manufacturer  of  satel- 
lite equipment.  California  Micro- 
wave's  chief  executive  later  resigned. 
Since  the  company  has  yet  to  name  a 
replacement,  its  stock  has  floundered. 

A  lot  of  pompous  abstractions 
about  corporate  governance  are 
pumped  out  of  ivory  towers  and  law 
courts.  Denton,  admirably  practical, 
regards  most  of  it  as  moonbeams. 
"Robert  Monks  says  he  has  a  double - 
helix  strategy,"  Denton  observes. 
"He  wants  to  make  money  and  he 

"The  market's  too  pricey 
for  passive  investing," 
is  Denton's  pitch. 


wants  to  ensure  that  capitalism  works. 

"I  have  a  single-helix  strategy.  I 
want  to  make  money." 

Can  individual  investors  make 
money  this  way?  They  may  find  it  dif- 
ficult to  line  up  the  kind  of  support 
Denton  gets,  but  they  can  try  picking 
stocks  the  same  way  he  does.  The 
table  here  lists  ten  companies  and 
their  estimated  breakup  values.  ■■ 
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Big  and  blue 

Merrill  Lynch  Basic  Value  lagged  the  .market  last  year, 
but  is  still  worth  a  look.  Also:  fund  credit  lines;  Sage 
Online;  a  new  kind  of  S&P  500  index  fund. 


By  James  M.  Clash 

Merrill  Lynch  Basic  Value  is  a 
moderately  large  fund  with  $4.6  bil- 
lion in  retail  assets.  Given  its  perfor- 
mance record,  there  is  only  one 
reason  it's  not  a  bigger  Rind:  A  lot  of 
people  have  never  heard  about  it. 
Manager  Paul  Hoffmann  goes  to 
great  lengths  to  hide  his  light  under 
a  bushel. 

Hoffmann,  66,  has  been  running 
Basic  Value  ever  since  it  opened,  a 
few  months  shy  of  20  years  ago.  That 
in  itself  is  extraordinary:  Among  666 
open-end,  diversified  domestic  equity 
funds  with  at  least  $100  million  in 
assets,  only  16  have  portfolio  man- 
agers who  have  been  in  the  saddle  for 
that  long. 

Best  of  all,  Hoffmann's  long-term 
performance  is  a  standout,  beating 
the  S&P  by  half  a  point  annually  over 
two  decades.  Only  ten  of  those  long- 
tenured  managers  have  done  as  well. 

Hoffmann  started  out  buying 
stocks  trading  at  a  discount  to  book 
value.  Five  years  alter  he  opened  the 
fund  the  bull  market  got  under  way, 
and  it  became  ever  harder  to  find 
such  bargains.  (The  s&P  500  index  is 
now  trading  at  around  five  times 
book. )  So  he  has  shifted  the  target  a 
bit.  Hoffmann  now  goes  for  stocks 
trading  at  p/es  that  are  low  in  rela- 
tion to  the  stocks'  historic  multiples 
and/or  die  market's  present  multiple. 

The  result  is  a  portfolio  of  big 
blue-chip  stocks  led  by  IBM,  Citicorp, 
Mobil,  Deere  and  Royal  Dutch 
Petroleum.  It  is  reminiscent  of  Van- 
guard Windsor  under  the  recently 
retired  John  Neff,  minus  Neff's  spe- 
cial fondness  for  financial  stocks. 
Hoffmann  is  overweighted  in  oils  and 
utilities,  underweighted  in  consumer 
goods  and  technology.  So  he  has 
missed  the  runup  in  high-multiple 
stocks  like  Coca-Cola  and  Microsoft:. 

Basic  Value's  dull  but  solid  portfo- 


lio lagged  last  year's  effervescent 
market  by  six  points  but  has  done 
well  over  the  long  haul,  and  at  lower 
volatility  than  the  market  index.  In 
the  recent  market  correction  (a  9.6% 
fall  in  the  s&P  500  between  Feb.  18 
and  Apr.  11),  Hoffmann's  fund  was 
off  only  7.1%. 

So  what  makes  him  so  modest.'' 
Unlike  most  fund  managers,  who 
pine  for  publicity  that  will  bring  assets 
to  their  fimds,  Hoffmann  won't  have 
anything  to  do  with  journalists.  In  all 
of  our  periodical  databases,  we  could 
only  locate  a  couple  of  brief  inter- 
views. We  don't  know  much  about 
him,  except  that  he  has  an  under- 
graduate degree  from  Hofstra  Uni- 
versity and  worked  for  Lehman 
Brothers  before  joining  Merrill 
Lynch  in  1976.  Not  surprisingly, 
Hoffmann  refused  to  talk  with 
Forbes  for  this  article. 

His  record  speaks  for  him.  Only  a 
5.25%  maximum  front-end  load 
keeps  this  fund  off  the  Forbes  Best 
Buy  list,  which  rewards  funds  that 
combine  good  risk-adjusted  perfor- 
mance with  low  costs. 

We're  not  fans  of  paying  a  sales 
load  if  you  can  help  it,  but  this  fund 
almost  merits  an  exception  to  the 


rule,  especially  if  you  can  be  sure  of 
staying  invested  for  a  long  time. 
Moreover,  you  don't  have  to  pay 
5.25%.  The  commission  starts  to  |j 
drop  for  purchases  over  $25,000,  and 
it  disappears  for  purchases  above  $1 
million.  As  for  annual  costs,  Basic 
Value's  0.8%  expense  ratio  is  darneci 
low  for  a  brokerage-sponsored 
mutual  fiind.  Indeed,  the  average  for 
all  U.S.  diversified  domestic  stock 
funds  is  1.4%. 

If  you  think  the  Microsofts  and 
Coca-Colas  are  getting  a  little  ahead 
of  themselves,  consider  Basic  Value. 
If  you  have  $1  million,  this  fund  is  a 
Best  Buy.  As  they  used  to  say:  The 
best  prociucts  often  come  in  plain 
wrappers. 

Who  needs  cash.^ 

It's  worrisome,  say  some  bears,  that 
cash  levels  are  low  in  stock  funds. 
Scanty  cash  supposedly  means  that 
fund  managers  have  little  ammuni- 
tion left  to  fuel  the  bull  market  and 
would  be  forced  to  make  distress  sales 
in  a  crash. 

Average  cash  holdings  at  2,300 
diversified  domestic  equity  funds: 
6.4%,  according  to  Morningstar,  Inc., 
near  an  alltime  low.  The  average  ten 
years  ago  was  9.8%. 

Here's  an  innocent  explanation  for 
the  decline  in  cash  levels:  Funds  are 
shrinking  their  cash  balances  because 
they  don't  need  them.  In  place  of 
cash,  they  have  arranged  emergency 
credit  lines  at  banks. 

Richard  Klein,  a  managing  director 
at  Chase  Securities  Inc.  (a  division  of 
Chase  Manhattan  Bank),  the  leader 
in  this  type  of  lending,  estimates  that 
40%  of  all  funds  have  bank  credit 
lines,  up  from  1%  a  decade  ago. 

In  a  typical  arrangement  the  fund 
can  borrow  up  to  one-third  of  its 
assets  for  30  days  at  a  half-point 
above,  the  federal  funds  rate.  (That 
rate  was  recently  6%.)  If  the  portfolio 
manager  gets  a  flood  of  redemption 
orders  one  day,  he  borrows  the  cash 
needed  to  honor  them.  In  a  bear 
market  the  manager  wouldn't  be  as 
desperate  to  sell  into  the  downward 
spiral  to  meet  panic  redemptions;  he 
would  have  time  to  pick  and  choose 
his  securities  transactions. 

Cost?    So-called  uncommitted 
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Top  Performing 


Ron 
Elijah 

Portfolio 
Manager  > 


Mid-Cap  Fund 

-Upper  Analytical  Services 

The  Robertson  Stephens 

Value  +  Growth 
Fund 

23.55% 

Three-Year 
Average  Annual  Return 
3/31/94-3/31/97 


Ron  Elijah,  portfolio  manager,  specializes  in  finding 
growth  stocks  at  attractive  valuations.  Upper  ranked 
the  Value  +  Growth  Fund  second  out  of  95  mid-cap 
funds  based  on  its  three-year  total  return  as  of 
3/31/97.  For  more  information  about  the  risks  and 
advantages  of  investing  in  this  Fund,  please  call... 

1-800-766-3863  ext.779 


21.78% 

Average  Annual  Return 

Since  Inception 
5/12/92-3/31/97 


15.66% 

One -Year 
Total  Return 
3/31/96-3/31/97 


Performance  data  represents  past  perfor- 
mance, which  is  no  guarantee  of  future 
results.  Investment  return  and  principal 
value  will  fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or  less  than 
their  original  cost. 


www.rsim.com 


ROBERTSON 
STEPHENS  & 
COMPANY 


SINCE  1978 


Lip|xT  ranked  the  Value  i  Cirowih  fund  25th  out  of  IHO  mid-tap  funds  ba.setl  on  its  one  year  return  as  of  3/.^l/97. 

For  more  information,  mcluding  management  fees,  expenses,  and  the  special  risks  associated  with  this  Furul,  call  Robertson,  Stephens  &  Oimpany  LLC. 
distributor,  for  a  prospectus.  Read  it  carefully  before  you  invest. 
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THE  FUNDS 


lines,  leaving  open  whether  the  bank 
will  lend  at  all,  and  at  what  rate, 
have  a  negligible  cost.  Committed 
lines,  guaranteeing  availability  of  the 
loan  and  spelling  out  the  terms, 
might  cost  a  fund  an  annual  standby 
fee  of  0.1%  of  the  maximum  loan 
amount. 

Among  fund  families  with  com- 
mitted lines:  Nicholas-Applegate, 
UAM,  Delaware  Group,  AIM  and 
Govett.  Some  without:  Fidelity 
Investments,  Van  Kampen  American 
Capital  and  T.  Rowe  Price. 

Sage  advice 

There's  a  blizzard  of  World  Wide 
Web  sites  devoted  to  mutual  funds. 
One  of  the  most  worthwhile,  we 
think,  is  Sage  Online,  a  forum  on 
America  Online  affiliated  with  Sage 
Financial  Group,  a  Philadelphia  retail 
financial  planner. 

Seven  nights  a  week,  at  8  p.m.. 
Sage  features  one-hour  live  question- 
and-answer  sessions  with  famous 
managers.  Recent  participants:  Gary 
Pilgrim  of  Pilgrim-Baxter  Funds, 
Blaine  Rollins  of  Janus  Equity 
Income  Fund,  Steven  Rcid  of  Oak- 
mark  Small  Cap  Fund  and  Lise  Buyer 
of  T.  Rowe  Price  Science  8c  Technol- 
ogy Fund. 

Operators  of  the  forum  are  financial 


Can't  get  your  fund 
manager  on  the  phone? 
Try  Sage's 
Cohn  brothers. 


planners  Stephen 
Cohn,  30,  and 
his  brother  Alan, 
32.  They  sometimes 
even  break  news. 
John  Bogle  Jr., 
son  of  Vanguard 
legend  John  Bogle 
and  founder  of 
Numeric  Investors, 
used  Sage  on  Mar. 
20  to  announce 
that  he  will  close 
his  $63  million 
quantitative  fund 
when  it  reaches 
$100  million. 


The  500-plus.^ 

If  you  had  put  $10,000  into  the 
Standard  &  Poor's  500  index  21 
years  ago,  it  would  be  worth 
$186,000  today.  This  index  is 
weighted  by  market  capitalization;  GE 
now  counts  282  times  as  heavily  as 
Intergraph,  the  smallest  member  of 
the  index. 

Had  you  put  the  $10,000  into  an 
equally  weighted  index  fund — in 
which  each  of  the  500  s&p  stocks 
gets  the  same  amount  of  money, 
despite  their  market  caps — you'd 
have  $277,800.  This  curious  diver- 
gence of  the  two  indexes  was  turned 
up  two  years  ago  by  Manjeet  Dhatt, 
a  University  of  Wisconsin  (at  Green 


Value  of  $10,000  invested  in  1976  (ratio  scale) 
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Bay)  finance  professor. 

Capitalizing  on  this  hindsight. 
Advisory  Research,  Inc.,  a  Chicago 
investment  firm  with  $1  billion  under 
management,  has  opened  the  s&P 
500  Equally  Weighted  Index  Fund, 
L.P.  Big  question:  Will  the  phenom- 
enon continue,  now  that  people  are 
putting  real  money  into  it.>  It  calls  to 
mind  another  great  academic  discov- 
ery, this  one  dating  to  1980,  that 
small  stocks  beat  big  stocks.  Just 
when  the  small-stock  phenomenon 
was  commercialized  on  Wall  Street,  it 
stopped  working. 

Another  question  for  Advisory 
Research  is  whether  it  can  attract 
enough  assets  to  run  the  fund  effi- 
ciently. So  far  the  four-month-old 
fund  has  raised  only  $8  million.  It  is 
limited  to  institutional  and  high-net- 
worth  clients  putting  in  a  minimum 
$1  million,  but  Chairman  Brien 
O'Brien  says  he  might  convert  it  into 
a  mutual  fund  within  a  year,  if  it  hits 
$100  million. 

An  equally  weighted  fund  is  a  little 
trickier  to  manage  than  a  traditional 
cap-weighted  S&P  500  fiind,  like  the 
$36  billion  Vanguard  Index  Trust 
500.  If  Microsoft  doubles.  Vanguard 
doesn't  have  to  buy  or  sell  any  shares 
to  keep  Microsofi:'s  weighting  at  the 
right  level.  In  an  equally  weighted 
index  hand,  by  contrast,  the  manager 
would  have  to  respond  by  selling 
some  Microsoft  and  buying  stocks 
that  lagged.  O'Brien  plans  to  rebal- 
ance quarterly. 

The  expense  ratio  of  the  Equally 
W^eighted  Index  Fund  is  0.46%, 
double  that  of  the  Vanguard  Index 
500  ftind.  H 


$277,800 


$186,000 


500  stocks, 
two  ways 
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Source:  Advisory  Research,  Inc. 


Pure  hindsight, 
but  still  intriguing: 
An  equally  weight- 
ed S&P  500  would 
have  raced  ahead 
of  the  real  thing. 
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THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


The  overall  market  is  up  11.3%  for 
the  year,  but  many  tech  stocks  have 
lost  half  their  value.  Michael  Murphy, 
editor  of  the  California  Technology 
Stock  Letter^  says  that  now  is  not  the 
time  to  buy  stocks  of  technology 
companies  that  are  in  turnaround  sit- 
uations or  are  highly  leveraged. 

"If  a  company  has  to  keep  raising 
capital  through  secondary  offerings 
or  piling  on  debt,  1  question  whether 
it  has  a  product  that  people  really 
want  now  and  will  want  five  years 
from  now,"  he  says. 

What  technology  stocks  does 
Murphy  like?  Adobe  Systems  (o-t-c 
ADBE;  44)  is  one.  This  developer  of 
desktop  publishing  software  has  no 
debt  and  sells  for  18  times  reported 
earnings  and  just  10  times  latest  12- 
month  profits  plus  research  and 
development  expenditures. 


Special  focus 


Over  the  12  months  ending  March,  hous- 
ing starts  grew  5.5%  over  the  year-earlier 
period.  This  should  mean  higher  earnings 
for  makers  of  building  materials.  The  eight 
companies  below  are  priced  at  less  than  12 
times  1997  estimated  earnings.  Owens- 
Corning,  at  a  recent  4214,  is  priced  at  just 
9  times  estimated  1997  profits. 

Sticks  and  stones 


Company 

Recent 
price 

1997 
est  P/E 

ABT  Building  Products 

24 '/8 

11 

Armstrong  World  Industries 

56 '/4 

12 

Butler  Manufacturing 

33^/4 

9 

Giant  Cement  Holding 

17^/8 

9 

Lafarge 

241/2 

10 

Owens-Coming 

42 '/4 

9 

Southdown 

38  V2 

11 

USG 

34^8 

7 

The  overall  market 


The  Barra  All-US  price  index  as  of  5/9/97 


12-month  closeup 


'87    '88    '89    '90    '91    '92    '93    '94    '95   '96  '97 


Closeup  on  the  markets 


%  change  from 


Index  or  investment 


'  2-week  change 


Barra  All-US  index 

7.7% 

18.3% 

-0.4% 

S&P/Ban'a  Growth  index' 

7.9 

32.4 

-1.0 

S&P/Barra  Value  index^ 

7.6 

r  1 

20.7 

-0.3 

Dow  lones  Industrials 

6.4 

i  1 

29.9 

-0.8 

S&P500 

7  8 

E  1 

26.5 

-0.7 

NYSE 

7.2 

w  1 

22.6 

-0.5 

Nasdaq 

10.4 

i 

1  11.0 

-3.8 

PSE  Tech  100' 

14.8 

w 

1  22.1 

-0.3 

EAFE' 

6.6 

i  1 

4.8 

0.0 

CRB  futures  index^^ 

0.5 

E 

-3.7 

0.0 

fiold^  (Comex  spot) 

1.7 

m 

-10.9 

-16.1 

Yen' (per  $US) 

^.9  ■! 

14.0 

-5.3 

OiP  (W  Texas  Intermediate) 

3.0 

W3k 

-2.9 

-27.3 

The  best  and  worst  performing  stocks 


2-weeK 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

Clarify 

13  V2 

80% 

$0.42 

Reliance  Acceptance  Group 

7 

-28% 

$2.52 

MetaTools 

11^8 

72 

0.40 

Petsmart 

111/2 

-27 

0.56 

Amati  Communications 

12  5/8 

70 

-0.39 

Corestaff 

16'/8 

-25 

0.93 

ZItel 

20 

67 

1.00 

Alarmguard  Holdings 

6 

-21 

NA 

Forte  Software 

13^/8 

64 

0.29 

Cephalon 

13 

-21 

-2.08 

The  best  and  worst  performing  industry  factors" 


Source:  IBES  Express. 


Best 

2-week 
change 

Change 
since 
12/31/98 

Worst 

2-week 
change 

Change 
since 
12/31/96 

Business  equipment 

13.0% 

6.5% 

Aerospace 

-1.2% 

-7.4% 

International  oil 

12.1 

9.6 

Forest  products 

0.4 

5.9 

Real  estate 

12.1 

16.5 

Apparel,  textiles 

0,9 

2.8 

Beverages 

12.0 

19.3 

Oilfield  services 

1.9 

10.0 

Financial  services 

11.4 

15.1 

Trucking 

1.9 

38.3 

Note:  Data  for  period  ending  5/9/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  stiares  of  foreign  stocks  traded  on  U.S. 
markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings  growth. 
'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S.  technology 
stocks.  Base  value  12/31/82  =  50  (ad|usted).  ''A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ^Index  of  A  commodity 
futures,  ""Source:  Bridge-Commodity  Research  Bureau.  'Estimate,  Source:  IBES  Express,  'Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics.  Multi- 
industry  firms  have  proportional  contributions  in  two  or  more  groups.  NA:  Not  available.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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THE  DIVIDEND  REVIEW 


Corporate  vs.  f,mmmimi  yields 

6% 


Real  T  bond  yield' 


90       '92       '94       '96 '97 


Representative  industry  payouts 


Corporate  dividend  revisions 

3,000 


2,500 
2,000 
1,500 
1,000 
500 


■  Positive 

■  Negative  &  omissions 


i 


'88       '90       '92       '94       '96  '97 

Through  Apr,  30,  1997 


Industry 

Yield 

Payout^ 

P/E 

Industry 

Yield 

Payout^ 

P/E 

Auto  &  truck  mfg 

4.1% 

32% 

8.6 

Oil  &  gas 

2.7% 

45% 

18.0 

Banking 

2,4 

40 

17.0 

Paper  &  forest  prods 

2.5 

66 

27.7 

Electric  utilities 

5,8 

74 

13.6 

Pharmaceuticals 

1,8 

48 

27,3 

Food  processing 

2.1 

55 

28.3 

Retailing 

1.0 

20 

22,8 

Health  care  svcs 

0.1 

3 

27.5 

Software 

0.0^ 

1 

55,2 

BY  ROBERT  J.  SHERWOOO 


Standard  &  Poor's  reports  that  in  the 
first  quarter  of  this  year  644  corpora- 
tions increased  their  dividends.  Only 
32  companies  cut  or  eliminated  divi- 
dends. The  last  time  corporations 
reported  such  robust  dividend  activi- 
ty was  in  1981. 

First-quarter  dividends  are  up  7% 
on  average  from  last  year,  but  prices 
are  up  more,  so  stock  yields  are  still 
anemic.  The  s&p  500  is  up  1 1%  so  far 
this  year,  while  the  yield  on  the  S&P 
(1.8%)  and  payout  ratio  (34%  of  earn- 
ings) are  near  record  lows. 

Peter  Canelo,  a  U.S.  investment 
strategist  at  Morgan  Stanley,  notes 
that  corporations  are  spending  $20 
billion  per  month  to  repurchase 
shares — much  more  tax  efficient  for 
tax-paying  investors  than  paying  out 
cash  dividends.  Canelo  also  expects 
interest  rates  to  rise  later  this  year, 
which  he  thinks  will  eventually 
dampen  the  rate  of  dividend  growth. 

The  table  on  the  left  shows  com- 
panies whose  dividends  are  up  four- 
fold over  the  past  ten  years  but  whose 
payouts  are  under  50%.  The  other 
table  shows  companies  whose  earn- 
ings are  up  sharply  in  the  past  12 
months  and  have  payouts  under  10%. 


Stocks  with  strong  long-term  dividend  growth 


Stocks  with  good  earnings  &  very  low  payouts 


Company/industry 

Price 

Yield 

Payout 

Company/industry 

Price 

Yield 

Payout 

Aceto/chemicals 

131/4 

2.7% 

32% 

Adobe  Systems/software 

43^4 

0.5% 

9% 

American  Financial  Group/insurance 

36 

2,7 

25 

Belden/wire 

33^8 

0.6 

9 

Anheuser-Busch/brewery 

425^8 

2.3 

41 

Bowne/financial  printing 

27  H 

1.3 

9 

'i/VH  Brady/adhesives 

23  H 

2.2 

39 

Ethan  Allen  Interiors/home  furnishings 

50^/8 

0.5 

8 

Chrysler/automobiles 

31  H 

5.1 

31 

Golden  West  Financial/savings  &  loan 

57^8 

0,7 

7 

Hawkins  Chemical/chemicals 

eH 

2.8 

32 

Lehman  Brothers  Holdings/financial  services 

39 '/a 

0.6 

7 

National  Bancorp  of  Alaska/banking 

75 

2.7 

33 

Lindsay  Manufacturing/irrigation  systems 

29^/4 

0.5 

7 

Schulman/plastics 

19 

2.2 

33 

Lone  Star  Industries/cement 

385^8 

0.5 

5 

Schultz  Sav-0  Stores/food  wholesaler 

16^4 

2.5 

30 

Money  Store/consumer  loans 

24 '/8 

0.6 

9 

TCA  Cable  TV/cable  television 

32^/8 

2.0 

44 

Scope  Industries/waste  management 

49 

2.0 

5 

Data  as  of  4/30/97. ^Yield  on  30-year  Treasurys  adjusted  for  inflation  using  the  trailing  12  months'  increase  in  the  Consumer  Price  Index.  ^Capitalization-weighted.  Dividends 
divided  by  latest  12  months'  earnings  per  share;  all  extraordinary  items  are  excluded.  ^Less  than  0.1%.  Sources:  Market  Guide  Database  via  OneSource  Information  Services; 
IBES  Express;  Standard  &  Poor's  Dividend  Record. 
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American  Century  investments 
P.O.  Box  419200 
Kansas  City,  MO  64141-6200 
www.  americancentury .  com 


American  Century 

Morningstar  Ratings  as  of  3/31/97 


Overall  l-Vear  3-Year  5-Year 


Domestic  Equity  Funds  s. 

(out  of  1,919) 

(out  of  3,048) 

(out  of  1,919) 

(out  of  1,076) 

1 

American  Century 

Value 

Income  &  Growlh 
Equity  Growth 

★  ★★★★ 

-k-k-k-k-k 
kkkkk 

★  ★★★ 

kk-k-k-k 
★  ★★★★ 

★  ★*★★ 
•kk-kkk 

★  ★★★★ 

kk-kk-k 
-kk-kkk 

(out  of  478) 

(out  of  939) 

(out  of  478) 

(out  of  219) 

Twentieth  Century 

International  Growth 
International  Discovery* 

★  ★★★ 
★  ★★★★ 

★  ★★★ 
★  ★★★★ 

★★★★ 
★  ★★★★ 

★  ★★★ 

Taxable  Bond  Funds 

(out  of  1,172) 

(out  of  1,696) 

(out  of  1,172) 

(out  of  630) 

Benham 

GNMA 

★★★★ 

★  ★★★ 

★  ★★★ 

★  ★★★ 

1 

(out  of  1,237) 

(out  of  1,751) 

(out  of  1,237) 

(out  of  601) 

Benham 

Limited-Term  Tax-Exempt 
Intermediate  Tax-Exempt 

★  ★★★★ 
★★★★ 

★  ★★★★ 
★  ★★★ 

★  ★★★★ 

★  ★★*★ 

★  ★★★ 

Everybody's  Looking  At  Stvrs. 
We  Think  You  Should  Look  Deeper. 

Here  are  just  a  few  of  American  Century's  funds  that  have  received 
Morningstar  ratings  of  4  and  5  stars.  While  we're  proud  of  these  rat- 
ings, consider  the  thinking  behind  the  performance.  At  American 
Century,  you'll  find  we  use  disciplined,  time-tested  investment 
strategies.  We  avoid  the  latest  "fads,"and  strive  to  stay  fully  invested 
through  the  ups  and  downs  of  the  market.  We  use  independent 
research  and  proprietary  software  systems  to  uncover  what  we 
believe  to  be  the  best  opportunities.  In  addition,  we  use  a  team 
approach  instead  of  relying  on  an  individual  "star"  fund  manager. 
We  believe  this  gjves  us  a  more  consistent  long-term  investment 
strategy.  Although  past  performance  is  no  guarantee  of  the 
future,  our  unique  approach  has  led  to  strong  performance 
across  a  range  of  investment  choices.  Let  us  put  our  disciplined 
approach  to  work  for  you.  ^  ^QQ  2021 


Invest  in  our  thinking.  -L  {j\J\J  ^XJ^A.  ^^^^ 

American 
Century.^ 

Morningstar  uses  its  mun  proprietary  rating  system  to  show  historical,  risk-adjusted  performance  as  of  3/31/97.  GNMA  has  a  four  star  10-year  rating  out  of  242,  and  hitermediate  Tax-Exempt 
has  a  three  star  lO-year  rating  out  of  267  funds.  These  ratings  may  cliange  monthly,  and  they're  calculated  from  the  fluid's  one-,  three-  and  five-year  (when  available)  average  annual  returns,  over 
and  above  90-day  Treasury  hill  returns,  ivith  an  appropriate  adjustment  for  fees,  along  with  a  risk  factor  that  shoius  the  fimd  perfonnance  bekno  the  returns  for  90-day  Treasury  bill  returns.  Vie 
one  year  rating  is  calculated  using  the  same  methodology  but  is  not  a  component  of  the  overall  ratnig.  Tlie  lop  10%  of  the  funds  in  a  class  received  five  stars;  the  next  22.5%  received  four  stars. 
'International  Discovery  has  a  minimum  investment  of  $10,000.  American  Century  Investment  Services,  Inc.,  ©1997  American  Century  Services  Corporation.  Please  ask  for  a  prospectus  with 
more  complete  information,  including  charges  and  expenses.  Be  sure  to  read  it  carefully  before  you  invest.  FBS 
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STREETWALKER 


Wake-up  call 

Cox  Communications, 
the  country's  fifth-largest 
cable  system  operator,  knows  how 
to  invest.  Although  the  stock 
of  this  $1.6  billion 
(1997  revenues) 
company  fell 
27.5%  last  year 
alongside  other 
cable  stocks. 
Cox's  NYSE-listed 
shares  have 
gained  more  than 
1 7%  this  year,  to  a 
recent  20%. 

More  gains  will 
come.  Rick  Wester 
man,  media  analyst  at  UBS  Securi- 
ties, thinks  The  Street  is  slowly 
seeing  the  merit  in  Cox's  plan  to 
offer  digital  TV,  high-speed  Inter- 
net access  and  telephone  services 
over  one  wire.  Initially  investors 
were  wary  of  the  roughly  $900 
million  in  startup  costs  for  the  ven- 
ture, but  Westerman  believes  it  can 
generate  half  of  the  company's  12% 

Sweet  stuff 

^^^^  Savannah  Foods,  one  of 

'^^^  the  nation's  largest  manu- 
facturers of  cane  and  beet  sugar,  is 
one  sweet  stock.  The  NYSE-listed 
shares  in  the  $1.2  billion  (1997  esti- 
mated sales)  company,  at  a  recent 
14%,  have  gone  nowhere,  thanks  to 
old  government  restrictions  on 
sugarcane  imports  that  have  raised 
the  company's  raw  material  costs. 
Absence  of  Wall  Street  coverage  also 
keeps  Savannah  under  wraps. 

Patricia  Row,  who  runs  a  value 
equity  portfolio  at  $1.6  billion 
(assets)  Keimedy  Capital  Manage- 
ment, thinks  Savannah's  new  pack- 
aging and  retail  items — flavored 
sugars  for  iced  tea  and  brown  sugar 
in  packets — will  help  the  company 
expand  its  20%  share  of  die  sugar 
market.  Savannah's  balance  sheet  is 
improving  as  well.  It  has  reduced 
debt  from  $140  million  in  1994  to 
an  expected  $25  million  this  year. 

The  government  has  changed  the 
way  it  regulates  sugar  imports, 


expected  cash  flow  growth  rate " 
over  the  next  five  years,  a  rate  50% 
higher  than  others  in  the  industry. 
Two  of  the  investments.  Sprint  PCS 
and  ©Home  internet  access,  are 
likely  to  go  public  this 
year  at  higher  valua- 
tions than  analysts 
now  assign  them. 
Cox  has  made 
almost  20  invest- 
ments in  program- 
ming to  reel  in 
more  cable  viewers. 
Westerman  thinks 
money  put  into  spe- 
cialty networks  like 
Discovery,  E!  Enter- 
tainment and  the  Learning  Chan- 
nel translates  into  about  $4.50  per 
share  in  these  off-balance-sheet 
assets. 

The  company's  core  cable  busi- 
ness is  doing  well,  too,  with  10% 
annual  revenue  growth  in  a  mature 
environment.  Westerman  thinks 
that  the  shares  are  worth  $26,  up 
about  20%  from  present  values.  H 


essentially  allowing  more  cane  to  be 
brought  into  the  U.S.  This  benefits 
Savannah  because  more  cane  sugar 
means  its  expensive  cane  refineries 
can  operate  at  higher  capacity. 
Result:  fatter  margins.  Floods  in  the 


Red  River  Valley,  where  a  third  of 
U.S.  sugar  beets  are  grown,  should 
also  help.  Wlien  domestic  beet  pro- 
duction is  lower  or  static,  more  cane 
sugar  is  imported  to  make  up  the 
difference.  Row  thinks  tJiis  could 
boost  earnings  to  $1.30  per  share 
for  the  stock,  up  from  23  cents  per 


share.  It  should  hit  21  by  the  end  of 
this  year,  a  46%  rise.  The  Bass 
brothers  are  also  in  the  stock. 


One-trick  pony? 

What  happens  when  a 
company  depends  on  one 
product  and  competition  heats  up? 
Shareholders  in  Medicis  Pharmaceu- 
tical (mdrx)  are  about  to  find  out. 
The  stock  recently  fetched  31K  on 
Nasdaq,  26  times  1997  profits. 

Medicis  reformulates,  licenses  and 
buys  other  companies'  mature  der- 
matology drugs — even  after  their 
patents  have  expired — and  remar- 
kets them.  It's  had  big  success  with 
Dynacin,  an  acne  drug  based  on  the 
antibiotic  minocycline.  Dynacin 
products  accounted  for  62%  of  the 
company's  total  sales  in  fiscal  1996. 
Analysts  believe  that  they  will  con- 
stitute about  51%  this  year. 

Since  Dynacin  is  Medicis' 
number-one-selling  drug,  investors 
worry  about  its  health.  In  Novem- 
ber Hoechst's  Italian  subsidiary — a 
supplier  of  raw  material  used  in 
Dynacin — recalled  its  product. 
Investors  found  this  out  in  February 
and  pummeled  Medicis'  stock  7%, 
though  the  company  later  said  it 
had  switched  suppliers  and  would 
not  need  to  recall  any  Dynacin. 

Dynacin's  success  has  attracted 
some  well-fiinded  competition. 
American  Home  Products  revamped 
its  version — Minocin — into  capsule 
form  for  better  efficacy.  They  have 
recently  revved  up  marketing 
efforts.  Warner- Chilcott  is  now  re- 
releasing  its  own  generic  version  as 
Vectrin.  Increased  competition 
could  cut  into  Medicis'  sales. 

If  you  want  to  short  the  stock, 
shares  are  borrowable.  Shares  have 
fallen  29%  since  February,  but  some 
money  managers  think  they  could 
trade  in  the  midteens  this  fall,  when 
effects  of  the  Dynacin  competition 
show  up. 

Dust  off 

Santa  Fe  Energy 
Resources  (NYSE,  SFR),  a 
$630  million  (sales)  oil  and  gas 
exploration  company,  is  shaking  the 
dust  off.  For  five  years  it's  been 
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stuck  in  a  trading  range  ot  8  to  15. 
It  recently  traded  at  14%. 

Things  are  looking  up.  In  No- 
vember Santa  Fe  sold  17%  of  its 
wholly  owned  Monterey  Resources, 
a  capital-intensive  heavy-oil  produc- 
er, in  an  IPO;  it  plans  to  sell  the  rest 
in  August.  Good  news  since  the 
Monterey  asset  confuses  investors. 

In  the  spinoff  shareholders  will 
receive  one  share  of  the  new  SFR  and 
0.44  shares  of  Monterey  (mrc), 
which  traded  on  the  NYSE  at  a  recent 
15/^.  The  SFR  stub  (Santa  Fe  minus 
0.44  shares  of  MRC)  is  valued  at 


$7.82,  only  4.3  times  the  company's 
1997  cash  flow  estimates.  The 
industry  average  is  5.6  times  cash 
flow;  MRC  trades  at  a  7.3  multiple. 

You  can  create  the  Santa  Fe  stub 
now  by  buying  one  share  of  the  cur- 
rent Santa  Fe  and  simultaneously 
shorting  0.44  shares  of  Monterey. 
Why  short  Monterey.^  Dilution  from 
the  spinoff  could  hurt  the  stock  and 
its  premium.  If  Monterey  traded 
nearer  its  peers,  at  six  times  cash 
flow,  stock  would  fall  to  12%. 

Santa  Fe  is  stepping  up  explo- 
ration and  has  new  production 
coming  from  Indonesia  and  Gabon 
that  should  help  it  bag  10%  to  12% 
volume  growth.  Analysts  expect  the 
company  to  generate  about  $175 
million  in  cash,  up  from  $164  mil- 
lion last  year.  Shares  of  the  new 
Santa  Fe  could  rise  to  10,  a  28% 
upside,  in  three  months. 

We  goofed... 

With  Piper  Jaffray  bond  fijnds  (May 
19):  Each  hind  identified  by  tickers 
AGF,  AAF  and  OIF  could  convert  to 
open-end  status  if,  in  two  years,  its 
discount  to  NAV  exceeds  5%.  H 
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Continuity  is 
our  solid 
foundation. 


I 


At  Bank  Julius  Baer,  founded  in  1890,  con- 
tinuity of  personal  service  in  asset  manage- 
ment is  a  recognized  tradition. 

An  integral  part  of  this  tradition  has  been 
the  Bank's  ability  to  attract  and  keep  highly 
qualified  staff  for  comparatively  long  periods 
of  time,  an  advantage  for  clients  seeking  con- 
tinuity of  expertise  and  optimal  long-term, 
after-tax  performance. 

International  wealth  management  is  our  strength. 
Personalized  service  is  our  commitment.  For 
Julius  Baer  group  expertise,  please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (3 10)  286  02  01 
Montreal:  Karel  Nemec  (514)  395  20  20 


BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banl<ing 

http://www.juliusbaercom 
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Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  any  undiscovered  island  Visit  LaucaJa,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  amenities  without  the  fomialities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  Witli 
its  own  private  ninway  and  daily  scheduled  com- 
mercial flight,  Laucala  is  the  perfect  getaway 

For  more  information, 
call  1-800-FORBES-5. 


FORBES 

MAGAZINE'S 
FIJI  ISLAND 


POINT 


Commerzbank's  focus  on  German 
and  European  economic  issues 


Is  too  much 
German  investment 
going  abroad? 


Since  the  recession  bottomed  out  four  years  ago,  busi- 
ness investment  in  Germany  has  shown  unusually  weak 
growth,  while  German  firms  have  invested  large  amounts 
abroad.  This  has  created  the  general  impression  that  they 
mainly  invest  outside  Germany.  It  is  also  thought  that, 
in  view  of  their  lower  wage  costs,  the  transitional  econ- 
omies of  Central  and  Eastern  Europe  attract  the  bulk  of 
the  investment  by  German  companies.  As  is  so  often  the 
case,  there  is  an  element  of  truth  in  both  perceptions,  but 
the  size  of  the  flows  involved  has  been  greatly  exagge- 
rated, creating  a  seriously  distorted  picture. 


The  current  very  strong  expan- 
sion of  German  exports  has  tem- 
porarily caused  a  lull  in  the 
debate  on  Germany's  attractive- 
ness as  an  investment  location. 
And  in  fact,  the  country's  export 
performance  in  recent  years 
(export  growth  averaged  an  an- 
nual 6.1%  between  the  first 
quarters  of  1993  and  1997)  does 
not  really  tally  with  the  per- 
ceived lack  of  competitiveness. 


International  presence: 

Almaty,  Amsterdam, 
Antwerp,  Atlanta,  Bangkok, 
Barcelona,  Beijing,  Beirut, 
Bombay,  Bratislava,  Brussels, 
Budapest,  Buenos  Aires,  Cairo, 
Caracas,  Chicago,  Copenhagen. 
Dublin,  Geneva,  Gibraltar, 
Grand  Cayman,  Hong  Kong, 
Istanbul,  Jakarta,  Johannes- 
burg, Kiev,  Labuan,  London, 
Los  Angeles,  Lu.\embourg, 
Madnd,  Manama,  Mexico  City, 
Milan,  Minsk,  Moscow,  New 
York,  Novosibirsk,  Osaka, 
Paris,  Prague,  Rio  de  Janeiro, 
Sao  Paulo,  Seoul,  Shanghai, 
Singapore,  St.  Petersburg, 
Sydney,  Taipei.  Tehran,  Tokyo, 
Toronto.  Warsaw,  Zurich. 


However,  German  investment 
performance  is  more  in  line  with 
the  notion  of  structural  deficien- 
cies. Over  the  same  four  years, 


business  investment  grew  in  real 
terms  by  only  0.6%  on  an  annual 
average.  By  contrast,  German 
foreign  direct  investment  (FDD 
soared,  totalling  almost  DMlSObn 
between  1993  and  1996.  On  the 
other  hand,"  foreign  investors 
were  just  as  reluctant  as  their 
German  counterparts  to  invest  in 
Germany,  where  FDI  reached  no 
more  than  DM20bn  in  the  same 
period.  Of  course,  for  method- 
ological reasons,  FDI  numbers 
and  investment  figures  derived 
from  national  accounts  are  not 
strictly  comparable. 


German  firms  mainly  invest 
abroad  in  order  to  tap  new  mar- 
kets. For  this  reason,  FDI  fre- 
quently complements  investment 
in  Germany  rather  than  being  an 


German  foreign  direct  investment 

in  DM  billion 


German  direct 
investment  abroad 


Foreign  direct 
investment  in 
Germany 


German  direct 
investment  abroad 
as  a  percentage  of 
fixed  investment  by 
companies 


1991     1992     1993     1994     1995  1996 


Contrary  to  the  popular  view, 
firms  in  Germany  invest  roughly 
ten  times  as  much  at  home  as 
they  do  abroad.  In  1996,  for  in- 
stance, fixed  investment  by  com- 
panies amounted  to  DM404bn, 
as  against  German  FDI  of 
DM41.8bn.  In  any  case,  the  ratio 
of  FDI  to  gross  fixed  capital  for- 
mation is  by  no  means  exception- 
ally high  in  Germany.  In  the 
United  States,  it  is  more  or  less 
the  same,  but  generally  much 
higher  in  the  smaller  Western 
European  economies,  and  con- 
siderably higher  in  the  UK. 

German  FDI  focuses  on  the 
industrial  economies.  Between 
1992  and  1995,  just  over  80% 
went  to  this  group  of  countries, 
with  Germany's  EU  partners  in 
turn  accounting  for  roughly  four- 
fifths  of  this  flow.  Taken  together, 
the  transitional  economies  of 


alternative  to  it.  To  a  great  extent, 
it  reflects  German  export  success- 
es. All  the  same,  there  is  no  room 
for  complacency.  An  estimated 
DM350,000  is  needed  on  average 
to  create  a  single  new  job  in  Ger- 
many today.  The  envisaged  halv- 
ing of  the  jobless  figure  by  the 
year  2000  would  thus  call  for  addi- 
tional investment  of  DM700bn. 
Although  business  investment 
now  seems  to  be  picking  up. 
therefore,  the  growth  rates  of 
6M%  and  9%  forecast  for  this  year 
and  next  are  no  more  than  a  drop 
in  the  bucket  in  terms  of  combat- 
ing unemployment. 

For  more  information  about 
Commerzbank's  broad  scope  of 
research  capabilities  and  finan- 
cial services,  just  contact  the 
bank's  head  office  in  Frankfurt. 
Fax  +49691362-98  05 
http://www.commerzbank.com 
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CAPITAL  MARKETS 


The  yield 
that  counts 


BY  MARILYN  COHEN 


Marilyn  Cohen  is 
president  of  Envision 
Management,  Inc., 
a  Los  Angeles 
fixed  income 
money  manager. 
envision@ix.netcom.com 


When  you  buy  a  callable  corporate  or 
municipal  bond,  which  yield  matters  most? 
Current  yield?  Yield  to  maturity?  Yield  to  the 
first  call? 

None  of  the  above.  The  right  thing  to  pay 
attention  to  is  the  yield  to  worst.  This  is  the 
total  return  you  will  get  if  the  bond  is  called 
away  from  you  at  the  least  convenient  time. 

Example:  the  Mattel  I0%s  of  Aug.  15, 
2002,  recently  trading  at  104.50  (meaning 
that  you  pay  $1,045  for  every  $1,000  of  face 
value).  Current  yield,  which  is  the  one 
reported  in  the  newspaper,  is  9.7%,  not  at  all 
bad  for  a  bond  rated  BBB+.  This  is  calculated 
by  dividing  the  coupon  by  the  price. 

In  this  case  the  current  yield  is  misleading. 
What  the  newspaper  listing  doesn't  reveal  is 
that  these  bonds  are  callable  this  Aug.  15  at 
103.80.  If  Mattel  does  call  these  high- 
coupon  bonds — which  is  exactly  what  I 
would  do  if  I  were  Mattel's  treasurer — then 
you  don't  earn  9.7%.  Instead,  you  earn  your 
premium  lOYn  coupon  for  just  three  months, 
at  which  point  you  are  forced  to  sell  the 
bond  back  to  the  issuer  for  a  0.7%  capital 
loss.  The  net  result  is  an  annualized  yield  of 
only  7.4%.  So  avoid  this  one,  even  though 
the  apparent  yield  looks  good. 

The  typical  callable  bond  (a  majority  of 
corporate  and  municipal  bonds  are  callable ) 
has  a  series  of  call  options  for  the  issuer.  It 
can  redeem  the  bonds  ten  years  early  at  such- 
and-such  a  price  or  five  years  early  at  another 
price  and  so  on.  Your  total  return  is  subject 
to  the  whim  of  the  issuer  and  the  ups  and 
downs  of  interest  rates. 

The  yield  to  maturit)'  is  the  number  to 
look  at  for  a  noncallable  U.S.  Treasury  bond, 
but  it  takes  on  a  nebulous  meaning  for  a  cor- 
porate bond.  Even  "yield  to  call"  is  ambigu- 
ous. Which  call? 

Call  me  a  pessimist  for  fixating  on  the 
worst  possible  outcome,  but  it  makes  plenty 
of  sense  for  a  bond  buyer  to  concentrate  on 
the  worst  possible  outcome.  In  my  experi- 
ence, whether  your  rate  of  return  is  better  is  a 
toss-up.  Remember,  the  corporate  or  munici- 
pal treasurer  has  a  lot  of  options  and  his  job  is 
to  pick  the  one  that  keeps  his  employer's 
interest  costs  the  lowest.  That's  likely  to  be 


the  very  choice  that  gives  you  the  worst  pos- 
sible outcome. 

Note  that  the  worst  call  for  the  investor  is 
not  necessarily  the  quickest  one.  Look  at  the 
9^s  of  2003  issued  by  World  Color  Press, 
which  printed  the  page  you  are  reading.  The 
bond,  rated  BB-,  has  calls  beginning  in  1998 
and  set  at  a  different  price  every  year  through 
2002.  It  recently  traded  at  par. 

The  soonest  that  World  Color  can  redeem 
the  bond  is  next  March,  at  104.56.  I  don't 
expect  that  to  happen,  but  if  it  did,  you  would 
earn  a  generous  annualized  return  of  14%. 
More  likely:  The  bond  stays  outstanding  for 
its  original  maturity  six  years  from  now  and  is 
redeemed  at  par.  In  that  case  your  total  return 
is  9.1%  a  year,  compounded  semiannually. 
This  is  the  yield  to  worst.  1  like  the  bond; 

Call  me  a  pessimist,  but 

it  maizes  sense  for  a  bond  buyer 

to  focus  on  the  worst  possible 

outcome. 


some  clients  are  in  it.  But  I  am  counting  on 
the  lower  of  these  possible  yields. 

There's  nothing  wrong  with  multiple  call 
features  as  long  as  you  understand  the  arith- 
metic. Consider  the  San  Antonio  (Tex.)  Water 
Revenue  6.4s  due  May  15,  2006,  rated  AAA. 
In  the  event  that  the  city  leaves  these  bonds 
outstanding  for  the  full  nine  years,  your  yield 
to  maturity  is  5.6%.  Probable  outcome:  The 
bonds  get  hauled  in  only  six  years  from  now 
at  a  price  of  101.  In  this  case  your  total  return 
is  5.4%  a  year,  and  as  it  happens,  this  is  your 
yield  to  worst. 

One  more  caution  on  callable  bonds:  A  call 
gives  the  issuer  the  right,  but  not  the  obliga- 
tion, to  call  the  bond  in.  The  bond  will  not  be 
called  if  interest  rates  shoot  up  or  if  the  issuer 
gets  into  financial  trouble.  Thus  a  certain 
amount  of  uncertainty  is  built  into  any 
callable  bond,  even  one  with  a  coupon  that  is 
well  above  current  interest  rates.  As  an 
investor,  you  should  malce  sure  that  you  are 
compensated  for  this  uncertainty. 

Look  again  at  the  San  Antonio  water  bonci. 
It  will  probably  be  called  in  2003,  but  it  does 
not  have  to  be.  There  is  a  certain  risk  that  cir- 
cumstances will  change  so  dramatically  that 
you  will  find  it  unpleasant  to  hold  this  security 
between  2003  and  2006.  How  does  the  5.4% 
expected  return  compare?  Noncallable  Texas 
munis  due  in  six  years  yield  only  5.2%,  a  bit 
less.  Here,  you  are  being  compensated  for 
uncertainty.  I  consider  the  bond  a  buy,  but  it's 
not  a  screaming  bargain.  IB 
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THE  CONTRARIAN 

Nightmai*e  in 
Fantasyland 


BY  DAVID  OREMAN 


David  Drernan  is  chair- 
man of  Dreman  Value 
Advisors,  Investment 
Counsel,  New  Jersey, 
and  author  of  The  New 
Contrarian  Investment 
Strategy. 


The  big  averages  are  at  new  highs,  but  we 
haven't  seen  the  last  of  the  carnage  in  hot 
stocks  and  initial  public  offerings.  These  have 
already  come  way  down  but  not  far  enough  to 
correct  the  severe  overvaluations. 

New-issue  booms  like  the  recent  one  always 
end  badly.  Professor  Jay  Ritter  of  the  University 
of  Florida  examined  the  21  best-performing 
IPOs  between  1993  and  1996.  To  make  tliis 
exclusive  list,  the  companies  had  to  be  real  siz- 
zlers.  They  had  to  at  least  double  from  their 
initial  offering  price  by  the  close  of  tlie  first  day 
of  trading.  Included  on  the  list  were  names 
that  made  speculators'  mouths  water:  Boston 
Chicken,  Shiva,  Netscape,  Tivoli  Systems  and 
Preniisys  Communications.  Yahoo  increased 
153%  from  its  offering  price  by  the  close  of  the 
first  trading  day.  Paravant  shot  up  150%. 

The  sizzlers  have  been  doused.  By  Mar.  17 
the  best  part  of  the  IPO  market  was  down  an 
average  of  35%  from  first  day's  closing  prices, 
and  by  May  12  the  decline  was  still  31%,  even 
as  the  market  advanced  to  record  territory. 

Despite  the  new  highs 
in  the  averages,  this  is 
still  a  very  tricky  market. 


This  means  that  ordinary  investors  were 
creamed  by  these  allegedly  hot  issues  because 
the  first  day's  closing  price  is  usually  their  first 
chance  to  get  in — the  big  players  are  the  only 
ones  allowed  in  at  the  offering  price. 

Once  again  we  learn  that  ipos  almost  always 
make  rotten  investments.  An  earlier  Ritter  IPO 
study,  coaudiored  with  Tim  Loughran  of  the 
University  of  Iowa,  spanned  the  20  years 
between  1970  and  1990  and  used  a  sample  of 
4,753  IPOs.  The  inidal  public  offerings 
returned  an  average  of  3%  over  the  five-year 
periods  for  which  diey  were  measured,  com- 
pared with  11.3%  for  die  s&p  500. 

Forbes,  in  its  Dec.  2,  1985  issue,  told 
"Why  new  issues  aix  lousy  investments."  The 
Forbes  study  found  that  only  40%  of  the  iPOs 
were  up  at  oil  after  ten  years. 

Why  wo'ild  intelligent  people  want  to  play 


these  wretched  odds  when  they  can  get 
above-average  returns  from  1ow-p/e  stocks  or 
at  least  keep  up  with  the  market  with  an  index 
fiind?  Mob  psychology,  I  guess.  There  is  an 
impressive  and  growing  body  of  evidence 
indicating  that  people  aware  of  bad  odds  still 
play  them.  In  the  mass,  people  don't  necessar- 
ily learn  from  experience. 

Though  the  IPO  players  have  been  pun- 
ished, they  have  not  been  punished  badly 
enough  yet.  Sure,  the  big  technology'  under- 
writers— Robinson-Stephens;  Hambrecht  & 
Quist;  Alex.  Brown — and  other  IPO  mavens 
will  tell  you  these  stocks  are  on  the  bargain 
block.  Experience  says  they  are  not. 

Wlien  Forbes  did  its  ipo  study  in  1985  (after 
the  last  IPO  crash),  it  found  that  even  blue-chip 
IPO  houses  produced  losers  on  balance. 

As  for  the  rest  of  the  market — I  would  be 
cautious  for  now.  Despite  the  new  highs  in  the 
averages,  this  is  still  a  very  tricky  market.  If 
you  do  have  some  cash  to  put  to  work  now, 
here  are  some  1ow-p/e  stocks  I'd  recommend: 

Bear,  Stearns  {33,  BSC)  is  a  major  brokerage 
firm  with  large  fixed-income  and  clearing  oper- 
ations. This  well-managed  company  has  outper- 
formed the  market  in  the  past  decade  and 
should  continue  to  provide  above -average — 
albeit  volatile — results,  p/e  of  7.  Yield:  1.8%. 

Columbia  Gas  (64,  Cg)  owns  two  major 
pipelines  as  well  as  eight  local  distribution 
companies.  Earnings  should  be  up  10%  this 
year,  with  continuing  gains  ahead,  p/e  of  15 
and  yields  1%. 

Durco  International  (26,  DURI — Nasdaq) 
makes  corrosion-resistant  equipment  for 
chemical-processing  industries.  Better  cost 
controls  and  expanding  demand  should  result 
in  a  15%-plus  increase  in  earnings  this  year.  It 
trades  at  a  p/e  of  14,  yielding  2.1%. 

First  Bank  Systems  (81,  fbs)  is  a  regional  bank 
holding  company  in  the  process  of  acquiring 
U.S.  Bancorp.  Earnings  should  increase  by  over 
10%  in  1997  and  continue  to  move  up  at  a  low- 
double-digit  clip  after  die  merger.  The  stock  is 
priced  at  a  p/e  of  15  and  yields  2.3%. 

First  Hawaiian  (32,  fhw'N — Nasdaq)  is  the 
second-largest  bank  holding  company  in 
Hawaii.  Earnings  growth  should  accelerate 
with  the  state's  improving  economy,  p/e  of 
12.  Yield:  3.8%.  H 
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All  of  these  secunlic.s  licire  been  sold.  This  aniioiiiia'meni  appears  as  a  mailer  of  record  only. 
New  Issue/April  1997 


20,010,000  Shares 


The  Hertz  Corporation 


Common  Stock 

(par  mine  $0. 01  per  share) 


Price  $24  Per  Share 


18,270,000  Shares 
United  Stales  C offering 


(jlob(d  Coordinator 

J.P.  Moraaii  &c  Co. 


J.P.  Morgan  &  Co. 
Lehman  Brothers 

ABN  AMRO  Chicago  (Corporation 
Cidoorp  Si'curifies,  Inc. 
Donaklson.  Liifkin  &  Jcnrctte 

S'.  Mrilii-,  Ci.rjK.nnicjii 

Oppcnlicimcr  &  Co..  Inc. 


Salomon  Brothers  hic 


SanfortI  C  Bernstein  &  Co.,  Inc. 
Legg  Mason  Wood  Walker 
The  Robinson-IIinnphrey  Company,  Inc 


Bear.  Stearns  &  (;o.  Inc. 
Credit  Suisse  I'irsI  Boston 

A.C.  E<lwards  &  Sons.  Inc. 

PaineWebber  Incorporated 
Williain  Blair  &  Company,  L.L.(;. 


Alex.  Brt)\\n  &  Sons 

l,„.,r|„„„r,l 

Dean  Witter  Reynolds  Inc. 


Merrill  l.vnch  Co. 


J.C.  Bradford  Co. 
Neuberger  &  Berinan.  lAA] 
Charles  Schwab  &  Co..  Inc.  Stephens  Inc. 


Goldman,  Sachs  &  Co. 
Smith  Barney  hic. 

Chase  Securities.  Inc. 
Deutsche  Morgan  (in-nfeil 
Montgomery  Securities 
Prudential  Securities  Incorporated 

l,„-.,n,„m„.,l 

Fiirman  Selz 


McDonald  &  Company 

Sri  unlips.  Inc. 


Blaylock  ic  Partners,  L.P. 
Samuel  A.  Ramirez  &  Co.,  Inc. 

l.:'HtO.()0()  Shares 
International  Offering 


l-  irst  of  Michigan  Corporation  W  R  Lazard,  Laidlaw 

ln,-..ii„.ra(wl 

Roney  &  Co,         Muriel  Siebert  &  Co.,  Inc.         Stifel.  Nicolaus  &  Company 

Incorpuralcd 


Piper  .lalTray  Inc. 
Sutro  ic  Co.  Incorporated 
NalCity  Investments,  Inc. 
Sturdivant  &  Co..  Inc 


J.P.  Morgan  Securities  Ltd. 
ABN  AMRO  Rothscliild 

U)niM(.n,,l         WIHOS,  null.- (I  sAl  Inc 

Credit  Lvonnais  Set-urities 


Banque  Nationale  de  Paris 
Deutsche  Morgan  Grenfell 


Salomon  Brothers  hiternalional  Limited 


Goldman  Sachs  hiternational 
Commerzbank 

\kll.rif;c.,llMll^,[l 

Lehman  Brothers 
Smith  Barney  hic. 


Barclays  (!<■  Zoele  Wedd  Limited 
HSB(/  Investment  Banking 
Societe  Generale 


Ba>erische  \cr«-insbank 

■  \kli.-n^.-^-llMli;,fl 

Nomura  hiternalional  RBC  Dominion  Securities  Iiu 


CIBC  Wood  (Cundy  Securities  Corp.  Dresdner  Kleinxvort  Benson 

Scliroders  Scotia  Capital  Markets 


Simiilomo  I  inauce  lulcriialioiial  pic 


TD  Securities 


LBS  Limited 
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"Seasonality  In 
Holding  Period 
Returns,"  by  Jason  S. 
Wei,  a  University  of 
Saskatchewan 
working  paper. 


Every  year  about  this  time,  some  invest- 
ment letter  editors  start  talking  about  the 
summer  rally.  The  problem  is  that  the  sum- 
mer rally  simply  doesn't  exist.  The 
University  of  Saskatchewan's  Jason  Wei  pro- 
grammed his  computer  to  locate  seasonal 
patterns  that  are  up  to  eleven  months  long. 
His  findings:  May  and  June  are  probably  the 
two  worst  months  of  the  year  in  which  to 
begin  investing.  The  best  months.^ 
December  and  January.  Better  to  look  for  a 
spring  rally  than  for  a  summer  rally. 

Wei's  study  also  shows  that  this  seasonality 
extends  to  non-U. S.  markets  as  well.  Just  as 
for  the  U.S.,  May  and  June  are  the  worst 
months  of  the  year  in  which  to  initiate  invest- 
ments. Interestingly,  this  pattern  held  up  for 
Australia  as  well,  for  which  these  months  are 
late  fall  and  early  winter. 

Remember:  Such  seasonal  patterns  as  do 
exist  in  the  stock  markets  have  nothing  to  do 
with  the  warm  breezes  of  mid-summer. 

The  only  investment  letter  I  know  which 
has  profitably  exploited  seasonal  regularities 
focuses  on  patterns  much  shorter  than  a 
month.  The  letter  is  Market  Logic,  published 
by  the  Institute  for  Econometric  Research. 
This  service  maintains  a  "seasonality  trading 
system"  which  exploits  the  long-documented 
positive  bias  in  the  stock  market  during  the 
few  trading  sessions  before  and  after  turns  of 
the  month,  turns  of  the  year  and  exchange 
holidays. 

Here's  how  Market  Logic's  seasonality'  sys- 
tem has  performed  over  the  last  15  years:  A 
portfolio  that  used  it  to  switch  between  an 
index  ftind  and  T  bills  gained  15.5%  annual- 
ized. This  is  1.5%  per  year  less  than  what 
you  could  have  earned  by  buying  and  hold- 
ing the  stock  market  itself,  but  it  was  pro- 
duced with  48%  less  volatiht)'  (the  academ- 
ics' standard  proxy  for  risk).  When  this  low- 
ered risk  is  taken  into  account,  this  strategy 
beats  the  market. 

Before  embracing  this  strategy,  however, 
keep  this  in  mind:  It's  hyperactive,  switching 
in  and  out  of  the  market  about  30  times  per 
year.  So  don't  use  it  if  a  busy  schedule  or  fre- 
quent travel  makes  it  inconvenient  for  you  to 
stay  right  o:  .  Lop  of  the  market.  Don't  follow 
it  in  a  taxable  account  or  with  a  mutual  fimd 
that  charges  a  [-yid  or  redemption  fee.  Market 


Logic  provides  a  list  of  mutual  fijnds  that 
allow  you  to  switch  frequently,  which  includes 
fijnds  such  as  git  Equity  Special  Growth  and 
Fremont  us  Micro-Cap. 

The  next  seasonal  period  with  a  particularly 
strong  positive  bias,  according  to  Market 
Logic,  is  the  last  week  of  May  and  the  first  few 
days  of  June.  In  this  period  occurs  the  conflu- 
ence of  two  positive  patterns:  the  trading  ses- 
sions before  and  afi:er  the  market's  Memorial 
Day  holiday  and  the  positively  biased  days 
associated  with  the  transition  between  May 
and  June. 

The  next  particularly  strong  period  afi:er 
that  encompasses  the  last  days  of  June  and 
the  first  week  of  July,  which  are  associated 
with  another  end-of-month  pattern  and  the 
July  4th  holiday. 

Remember:  These  are  brief  rallies,  and  you 
have  to  be  nimble  to  play  them.  As  for  the 
summer  rally  per  se,  forget  it. 

Greed  versus  fear 

With  the  stock  market  above  7200,  greed 
rather  than  fear  has  become  the  dominant 
emotion.  This  is  an  environment  tailor-made 
for  advertising  that,  to  put  it  mildly,  stretches 
the  truth. 

A  current  example  is  a  direct-mail  market- 
ing letter  from  Bernie  Schaeffer,  senior  edi- 
tor of  The  Option  Advisor.  Several  times  in 
his  16-page  letter  Schaeffer  boasts  of  his  let- 
ter's "proven"  moneymaking  advice.  He 
tops  it  off  with:  "Frankly,  YThe  Option 
Advisor]  puts  99%  of  the  other  investment 
advisories  to  shame." 

Oh  yeah.>  The  truth,  according  to  the 
Hulbert  Financial  Digest's  rankings,  is  almost 
the  mirror  opposite.  Since  the  beginning  of 
1983,  when  the  hfd  began  monitoring  its 
performance.  The  Option  Advisor  has  been 
beaten  by  over  90%  of  the  other  letters  we 
track.  Over  this  nearly  15 -year  period  it  has 
turned  in  a  2.7%  annualized  loss,  in  contrast 
to  a  15.5%  annualized  total  return  for  the 
stock  market. 

In  my  17  years  of  tracking  investment  let- 
ters 1  have  met  numerous  otherwise  intelli- 
gent investors  who  fall  prey  to  outrageous 
claims.  Their  rationale  is  always  the  same: 
Though  no  doubt  the  advertising  was  exag- 
gerated, there  must  be  a  grain  of  truth  in  it. 
But  this  is  not  always  the  case.  H 
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STOCK  TRENDS 


Go  ahead— force 
yourself 


BYR.S.SAL0M0irJR.1 


R.S.  Salomon  Jr.  is 
principal  and  founder 
of  Stamford, 
Conn. -based 
STI  Management. 
Research  assistant: 
Deborah  H.  Tarasow. 


Wk  all  dream  of  finding  a  single  stocic  that 
will  make  us  a  killing.  In  the  real  world,  the 
future  being  unknowable,  diversification  is 
the  best  policy.  To  be  diversified,  an  equity 
portfolio  should  have  a  minimum  of  20  to  25 
stocks,  and  even  then  it  may  not  be  well 
diversified  if  most  of  the  stocks  have  similar 
characteristics. 

One  way  to  attain  true  diversification  is  to 
force  yourself  to  buy  something  that  will  ben- 
efit most  when  everything  else  you  expect 
proves  to  be  wrong. 

My  expectations  for  the  balance  of  the 
century  are:  1.  Inflation  should  remain  sub- 
dued because  of  increased  global  competi- 
tion; 2.  Long-term  interest  rates,  absurdly 
high  in  real  terms,  will  decline  to  and  most 
probably  through  6%;  3.  Real  economic 
growth  will  slow  to  a  more  sustainable  rate 
of  2%  to  2.5%;  4.  While  we  might  have  a 
down  quarter  for  GDP  in  real  terms  between 
now  and  the  turn  of  the  century,  we  will  not 
have  consecutive  ones. 

In  essence,  we  will  be  in  a  recession-free 
environment  in  which  financial  assets  will 
remain  the  investments  of  choice.  If,  in  the 
interests  of  diversification,  I  want  to  hedge 
against  the  chance  that  things  might  not  turn 
out  as  I  expect,  what  would  I  buy? 

Gold. 

I  don't  really  like  gold,  but  a  modest  posi- 
tion represents  a  hedge  against  all  my  other 
beliefs.  Bill  Sharp,  the  Nobel  laureate  econo- 
mist, would  applaud  me  for  the  logic  support- 
ing this  position.  Gold  is  the  ultimate  contrary 
bet.  It  has  been  in  a  prolonged  bear  market 
since  the  early  1980s,  when  it  peaked  at  $850 
_per  ounce.  It  has  very  few  friends,  and  even 
some  of  the  die-hard  goldbugs  are  throwing 
in  the  towel. 

Gold,  the  commodity,  is  expensive  to  own. 
There  is,  fortunately,  a  better  way  to  own  it: 
tlirough  a  company  that  mines  gold.  Such  a 
company  should  be  able  to  grow  through 
increased  production  and  not  be  solely  depen- 
dent on  price  increases  for  its  success.  In  my 
view,  Freeport-McMoRan  Copper  &  Gold  (FCX) 
is  such  ,1  company.  I  favor  the  A  shares  (30), 
which  arc  clicaper  than  the  B  shai-es  (31)  and 


identical  in  every  way  except  that  B  shares 
have  more  voting  rights. 

Freeport's  shares  have  been  under  pressure 
not  only  because  of  the  decline  in  the  price  of 
gold  but  also  because  of  its  association  with 
Bre-X  Minerals  Ltd. — the  fraudulent  Canadi- 
an gold  company  that  recently  filed  for  bank- 
ruptcy. Prior  to  fijnding  its  15%  stake,  FCX 
conducted  its  own  independent  drilling  tests, 
which  initially  raised  serious  questions  about 
the  veracity  of  Bre-X's  test  results. 

Fcx's  Grasberg  mine,  in  Indonesia,  may 
well  be  the  most  impressive  mining  operation 
in  the  world,  given  its  remote  location,  high 
altitude  and  immense  size.  The  mine  pro- 
duces more  than  1  billion  pounds  of  copper 
and  1 .6  million  ounces  of  gold  per  year.  FCX 
lacks  both  political  and  geographic  diversifica- 
tion, but  its  single  operating  mine  has  the 
longest  reserve  life  and  the  company  has  the 
lowest  costs  of  any  in  the  industry.  Last  year 
its  copper  costs  were  18  cents  per  pound, 
while  the  norm  in  the  industry  was  closer 
to  60  cents. 

Gold  is  the  ultimate 
contrajy  bet. 


While  FCX  produces  a  lot  of  copper,  its  gold 
business  is  crucial  in  determining  the  stock's 
valuation.  Gold  stocks  trade  at  higher  multi- 
ples of  earnings,  cash  flow  and  book  value, 
and  provide  lower  dividend  yields  than  stocks 
in  general.  Many  gold  analysts  have  devel- 
oped their  own  valuation  techniques,  utilizing 
various  measures  of  the  future  value  of 
reserves.  In  my  view  the  best  way  to  think 
about  valuing  indiviciual  gold  stocks  is  to 
consider  them  on  a  relative  basis  within  their 
own  group.  On  this  basis  FCX  sells  at  a  25% 
multiple  discount  and  provides  a  sizable  cur- 
rent yield  advantage  (3.3%  versus  less  than 
1%).  This  is  more  than  adequate  compensa- 
tion for  its  lack  of  diversification. 

The  most  interesting  part  of  the  FCX  story  is 
that  reserves  and  production  are  still  on  a 
strong  uptrend.  Construction  at  Grasberg  is 
well  under  way  on  the  next  expansion  phase, 
which,  when  completed  in  1999,  will  permit  a 
50%  increase  in  production.  By  the  second 
half  of  next  year  this  program  will  begin 
to  impact  FCx's  results  favorably.  My  target 
for  the  stock  by  year-end  1998  is  38,  which 
isn't  dependent  on  a  rise  in  either  gold  or 
copper  prices. 

In  short,  the  stock's  a  good  buy  in  current 
circumstances — and  you  get  the  hedge  for 
almost  nodiing.  H 
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I  STILL  SAY  10,000  by  2000  is  a  good  working 
number.  Corporate  earnings  compounding  at 
15%  for  the  top  50  s&P  capitalizations  is  the 
motive  force. 

After  the  first  quarter's  GDP  blastoff,  the 
Fed's  March  tightening  seems  an  idle  gesture. 
So  expect  the  piano  tuner  to  strike  again. 
Greenspan's  tightening  should  last  three  acts. 
The  second  act  will  start  late  summer/early 
fall.  The  third  in  November/December. 
Money  market  rates  could  escalate  100  basis 
points.  The  yield  curve  will  flatten,  and  long 
rates  may  peak  50  basis  points  higher,  at  7.4%. 

This  is  just  a  working  hypothesis,  but  its 
impact  on  equity  valuations  is  worth  parsing. 

If  all  the  stock  market  has  to  worry  about  is 
the  bond  market's  mild  fever,  we  are  home 
free.  Real  interest  rates  stand  near  400  basis 
points,  which  is  historically  high.  Bond  senti- 
ment is  sufficiently  cautious,  the  air  bag  that 
cushions  inflation's  mild  upward  thrust. 

The  strength  in  the  dollar,  15%  against  the 
yen  and  10%  against  a  market  basket  of  our 
trading  partners,  restrains  domestic  pricing 
power  and  limits  our  exports.  This  is  the 
equivalent  of  two  Greenspan  gestures,  25 
basis  points,  bimonthly.  Meanwhile,  the  coun- 
try, most  municipalities  and  states  stand  awash 
in  tax  receipts.  The  budget  deficit  is  history. 

With  all  this  purring,  bond  yields  will 
begin  to  ease  before  the  Fed  is  finished  tight- 
ening. Greenspan's  terminology  of  the 
market's  dynamism  as  "irrational  exuber- 
ance" begs  the  question.  Yes,  dividend  dis- 
count models  still  blink  red  after  the  total 
rebound  from  the  10%  correction,  but  if  you 
accept  my  point  that  bond  yields  peak  within 
six  months,  you  should  trash  the  pundits' 
dividend  discount  tables. 

The  pivotal  variable  for  the  market  is  corpo- 
rate earnings.  Most  economists  and  market 
strategists  have  underestimated  the  strength  of 
corporate  earnings  power.  The  March  quarter 
was  supposed  to  be  the  last  hurrah,  coming  in 
at  4%  economic  growth,  not  5.6%.  Corporate 
earnings  were  destined  to  ease,  but  they 
mushroomed.  Corporate  earnings  could  grow 
as  much  as  10%  in  1997  with  sustained 
strength  in  consumer  end-product  demand. 


The  economists  have  pegged  the  second 
half  of  1997  as  slowdown  time,  maybe  2% 
growth.  They  point  to  the  high  level  of  con- 
sumer debt  relative  to  disposable  income.  So 
far  the  consumer  is  breezing  right  by,  confi- 
dent of  his  job,  perhaps  enriched  by  401(k) 
paper  profits.  This  indicator  is  less  than  precise 
in  forecasting  the  next  recession. 

In  consequence  of  all  this.  Wall  Street 
strategists — with  the  exception  of  Abby 
Cohen  of  Goldman,  Sachs — have  pegged 
earnings  for  the  s&P  500  too  low.  The  con- 
sensus started  at  $42.50  a  share,  reached 
$43.50  and  is  now  scrambling  toward  $45.  By 
midyear  you'll  see  1998  s&P  projections 
nearer  to  $50  a  share.  That's  enough  fire- 
power to  justify  the  present  level  of  the 
market  within  the  context  of  long  Treasurys  at 
their  current  yield  of  6.9%,  even  in  the  divi- 
dend discount  model  tables. 

Most  curious  is  how  many  name  analysts 
missed  the  March  quarter's  earnings  projec- 
tions. The  list  includes  a  whopper  on 
Microsoft — 20%  too  low — and  IBM,  of  course, 
which  nobody  ever  gets  right.  The  airlines  came 
through  with  big  numbers.  GM  finally  whacked 
its  overhead  down.  Schlumberger  pulled  a 
Microsoft,  and  Intel  beat  even  its  whisper  num- 
bers. Coca-Cola,  Disney,  McDonald's  and 
American  Express  coasted  through,  too. 

The  thesis  that  the  strong  dollar  would  bite 
into  our  multinationals — namely,  technology, 
drugs  and  nondurables — doesn't  hold  water. 
It  took  a  couple  of  percentage  points  off  the 
revenue  line  but  didn't  affect  gross  margins  or 
share  of  market.  The  auto  sector  is  feeling  the 
competitive  force  of  the  Japanese,  but  you 
don't  have  to  own  basic  industrials  to  do  well 
in  a  market  that  is  fixated  on  growth  and 
financial  services  players. 

By  midyear  you'll  see  1998  SfitP 
projections  nearer  to  $50  a  share. 


Is  Warren  Buffett  right  that  Coca-Cola  at 
better  than  33  times  next  year's  projection  is 
better  than  cash?  Ask  PepsiCo. 

But  don't  get  lured  into  the  Nifty  Fifty 
circle.  There  ain't  more  than  a  nifty  half- 
dozen.  Microsoft  heads  my  list,  followed  by 
Schlumberger,  Intel,  Pfizer,  Johnson  & 
Johnson  and,  yes,  IBM.  The  airlines  and  banks 
remain  captivating  because  of  their  huge  val- 
uation disparity  relative  to  the  market.  Their 
balance  sheets  haven't  looked  better  in  30 
years,  and  they  are  awash  in  free  cash  flow.  If 
economic  momentum  holds,  they  coast 
home  easily.  Hi 
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As  the  Duke  of  Wellington  trained 

on  the  playing  fields  of  Eton, 

Warren  Buffett  trains  at  the  bridge  table. 

Bu£fett 


on 


bridg 


e 


By  Alexandra  Aiger 

MY  VIRTUAL  BRIDGE  GAME  with  Warren  Buffett  is 
off  to  a  bad  start.  My  partner  is  Sharon  Osberg, 
Buffett's  regular  partner  and  a  Wells  Fargo 
senior  vice  president.  Buffett  is  teamed  up  with  his  old 
friend  Charlie  Graham,  who  used  to  run  a  Buick  dealer- 
ship in  Omaha. 

This  being  an  Internet  game,  we're  all  sitting  in  our 
own  homes,  in  front  of  computers — I  in  New  York, 
Osberg  in  San  Francisco.  Buffett  in  Omaha  and  Graham 
in  San  Diego. 


Osberg  and  Buffett  each  type  in  a 
message  to  me.  A  bidding  box 
appears  on  my  computer  screen, 
blocking  their  words.  Click,  click.  I 
can't  get  my  mouse  to  move  that 
box!  Click,  click.  "Wait,"  I  type.  "I 
can't  see  what  you're  saying,  the  bid- 
ding box  is  in  the  way." 

My  husband,  in  disgust,  wrenches 
the  mouse  from  me  and  moves  the 
box.  "I  won't  chronicle  this  in  next 
year's  annual  report,"  Buffett  jokes, 
trying  to  put  me  at  my  ease. 

It's  9:30  p.m.  EST  on  a  recent 
Thursday  night,  and  we  are  one  of 
125  foursomes  at  OKbridge,  a  virtu- 
al bridge  club.  Buffett,  a.k.a.  tbone — 
his  log-on  name  and  favorite  food — 
is  a  regular.  Pick  any  night  of  the 
week,  and  odds  are  tbone's  here,  with 
friends  from  all  over  the  U.S. 

Buffett's  been  a  bridge  fan  almost 
as  long  as  he's  been  a  stock  market 
player.  He  learned  the  game  while  at 
the  University  of  Pennsylvania  in  the 
1940s.  But  thanks  to  the  Internet, 
he's  now  an  addict,  logging  12  hours 
a  week  on  OKbridge  without  even 
leaving  his  home.  Seeing  Buffett's 
obsession,  his  friend  Bill  Gates  has 
tried  to  limit  his  own  enthusiasm 
for  the  game.  Buffett  explains:  "He 
doesn't  want  to  get  addicted,  so  he 
only  plays  with  me." 

Buffett  and  sidekick  Charlie 
Munger  once  took  on  Gates  and 
Sharon  Osberg  at  Gates'  place.  They 
started  around  noon.  "Seven  hours 
later,  dinner  guests  were  knocking  at 
the  door,  but  Bill  wanted  to  keep 
playing,"  Buffett  recalls. 

What  is  it  about  bridge  that  fasci- 
nates brainy  people  like  Buffett  and 
Gates.>  Fifty  years  ago  no  one  would 
have  had  to  ask.  Bridge  was  a  nation- 
al pastime  (see  box,  p.  207).  But  today, 
according  to  U.S.  Playing  Card  Co., 
while  40%  of  American  households 
play  cards,  only  2%  play  bridge.  Most 
bridge  addicts  are  old  enough  to  be 
grandparents.  At  the  American  Contract  Bridge  League, 
the  median  member  is  66 — exactly  Buffett's  age. 

Maybe  there  are  too  many  distractions  today.  Maybe 
young  Americans  lack  the  attention  span.  At  any  rate, 
Buffett  thinks  they  are  missing  out.  "It's  got  to  be  the 
best  intellectual  exercise  out  there,"  he  says.  "You're 
seeing  through  new  situations  every  ten  minutes." 

Bridge  is  a  highly  cerebral  game — the  luck  of  the  draw 
is  much  less  important  than  how  you  play  what  you  draw. 
You  must  make  decisions  based  on  necessarily  vague  sig- 
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nals  from  your  partner,  from  fragmentary  evidence  and 
from  a  disciplined  memory  for  tlie  cards  already  played. 

Sophisticated  players  recognize  bridge  as  a  game  of 
probability — like  the  stock  market.  To  win  you  have  to 
figure  out  the  location  of  the  cards  you  don't  have.  (Any 
big  market  player  will  recognize  the  parallels.)  "It's  a 
game  of  a  million  inferences,"  Buffett  explains.  "There  are 
a  lot  of  things  to  draw  inferences  from — cards  played  and 
cards  not  played.  These  inferences  tell  you  something 
about  the  probabilities." 

To  play  bridge  well  consistently  you  have  to  play  with 
the  odds,  which  involves  shrewd  guessing.  "In  the  stock 
market  you  don't  base  yoxir  decisions  on  what  the  markets 
are  doing,  but  on  what  you  think  is  rational,"  Buffett  says. 
"In  bridge,  too,  if  you  always  do  the  rational  thing,  you'll 
be  a  winner  over  time,  though  not  necessarily  that  night." 

He  adds:  "Bridge  is  about  weighing  gain/loss  ratios. 
You're  doing  calculations  all  the  time.  It's  also  a  partner- 
ship game.  You  can  mess  up  your  partner  or  bring  out  the 
best  in  him.  You  can't  win  alone." 

You'd  think  a  guy  like  Buffett,  who  as  a  child  could 
spout  the  populations  of  U.S.  cities,  would  be  a  bridge 
whiz.  In  fact,  his  enthusiasm  outruns  his  talent  here,  and 
he  is  modest  enough  to  admit  it.  "In  business,  you  don't 
have  to  do  extraordinary  things  to  get  extraordinary 
results,"  he  says.  "You  have  to  have  a  sound  approach,  but 
you  don't  have  to  be  brilliant.  But  you  have  to  have  some 
special  gifts  at  bridge  to  be  at  the  very  top.  You  have  to 
have  an  extremely  good  memory  for  cards,  and  an  ability 
to  draw  inferences. 

"If  you  play  with  someone  like  Bob  Hamman  [the  top 
ranked  bridge  player  in  the  world]  they  can  look  like 
they're  having  a  drink  or  eating  a  sandwich,  but  they'll 
know  everything  that's  going  on.  " 

If  people  like  Buffett  feel  humble  playing  against  the 
Hammans  of  this  world,  imagine  how  I  felt  matched 
against  Buffett  and  partnered  with  Sharon  Osberg.  She  is 
a  two-time  world  bridge  champion.  And  she's  the  one 
who  got  Buffett — famous  for  saying  he'd  never  need  a 
computer — to  buy  an  IBM  PC  so  they  could  play  together 
regularly. 

If  only  Osberg  could  help  me  bid.  I  sit  staring  at  my 
first  hand.  Bids  start  to  appear  on  my  monitor.  How  do 
they  make  decisions  so  quickly?  Osberg  bids  hearts  and 
ends  up  wdnning  the  hand  for  us.  Tbone  and  Graham  win 
the  next. 

"You  would've  beaten  us  if  Sharon  had  had  six  spades 
instead  of  five,"  reads  a  message  from  tbone. 

"How'd  you  know  she  had  five.>"  I  ask.  "Because  she 
bid  spades,"  comes  the  typed  reply. 

It's  one  of  the  most  basic  rules  in  bridge:  To  open  bid- 
ding in  spades  or  hearts,  you  should  have  at  least  five  of 
that  suit.  "Bidding  or  lack  of  bidding  always  means  some- 
thing," he  notes. 

Finally,  I  have  a  really  good  hand.  Osberg  and  I  are  on 
the  offensive,  having  bid  three  hearts.  We're  going  to  try 
for  9  out  of  the  13  tricks.  Feeling  confident,  I  play  a  few 
cards  very  quickly.  "You  don't  get  points  for  speed," 
tbone  types.  "Don't  make  a  move  until  you  know  what 
the  next  move  is  going  to  be.  S.J.  Simon,  chapter  two." 


The 

non-TV 
pastime 

Bridge  first  appeared  in 

America  in  the  1890s  as 
an  offshoot  of  whist,  an 
old  English  card  game.  In 
1925  Harold  Vanderbilt 
invented  a  version  that's 
the  basis  for  the  game 
today. 

During  the  Depression 
bridge  columns  blos- 
somed in  a  thousand 
newspapers.  It  was  a 
cheap,  sociable  and 
engrossing  pastime.  But 
there  were  some  nasty 
side  effects — fights, 
divorces,  even  murders. 
(In  1931  Myrde  Bennett, 
a  Kansas  City,  Kans. 
housewife,  shot  and  killed 
her  husband  after  he 
made  a  terrible  bid.)  In 
the  1940s  and  1950s  pas- 
sions cooled,  but  the 
game  was  as  popular  as 
ever.  Charles  Goren, 
author  of  bestselling 
bridge  books,  was  a 
household  name.  By  the 
late  1950s  one  in  five 
Americans  played  bridge. 

But  TV  seems  to  have 
killed  bridge.  By  1965 
Americans  were  spending 
a  third  of  their  free  time 
watching  television — John 
Robinson  and  Geoffrey 


Godbey  tell  the  story  in 
their  new  book.  Time  for 
Life:  The  Surprising  Ways 
Americans  Use  Their 
Time.  Sad  to  say,  many 
bridge  fans  have  degener- 
ated into  couch  potatoes. 

But  the  game  lives  on, 
dianks  to  aficionados  like 
Warren  Buffett,  Loews' 
Laurence  Tisch  and  Bear, 
Stearns'  chief  executive, 
James  Cayne.  Interested.!" 
The  American  Contract 
Bridge  League  in  Mem- 
phis provides  information 
on  classes  and  teachers  in 
your  area  (901-332-5586; 
www.acbl.org).  Or  try 
bridge  sofbvare.  We  rec- 
ommend the  $60  Bridge 
Master,  by  Bridge  Base 
Inc.  If  you  can't  find  it, 
call  Baron  Barclay  Bridge 
Supplies  in  Louisville,  Ky. 
(800-274-2221). 

Once  you  know  what's 
what,  jump  into  a  game 
on  the  Microsoft:  Internet 
Gaming  Zone,  available 
to  Windows95  users  with 
compatible  browsers 
(www.zone.com).  Buf- 
fett's  haunting  ground, 
OKbridge,  doesn't  attract 
many  beginners,  but  it's 
the  place  to  be  if  you 
want  to  watch  top  play- 
ers— and  tbone.  To 
join  costs  $79  a  year 
(619-490-6770  or 
suppor  t@okbridge  .com ) . 
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The  reference  is  to  RutT.ttV.  favorite  bridge  book,  Why 
Tou  Lose  at  Bridge-  a  1946  classic  tiiat's  still  in  print. 

Sure  enough,  I'm  hurt  by  my  quick  moves.  We  win  but 
only  just.  Graham  won  one  trick  with  a  jack  I  didn't  know 
he  had.  Better  plaj^ers  keep  count  of  what  high  cards 
haven't  been  played — I'd  lost  track. 


"It  takes  a  while  to  get  the  hang  of  it,  but  that's  what 
makes  it  such  a  terrific  game,"  tbone  writes.  "There  are 
always  new  levels." 

Will  getting  better  at  bridge  make  me  better  at  picking 
investments?  "No,"  comes  Buffett's  reply.  "But  the  better 
you  understand  the  game  the  more  fun  it  is."  Hi 


Talk  about  gruesome:  Robert  Harris  collects  atom  bomb  memorabilia. 

The  sky  was  falling 


By  William  Green 


"I  GREW  UP  in  the  shadow 
of  the  bomb,"  says  Robert 
Dalton  Harris,  who  was 
born  in  Salt  Lake  City, 
Utah  in  1943.  "I  had 
dreams  as  a  young  kid 
about  bombs  falling,  skies 
brightening  and  sirens 
wailing.  I  always  felt  very 
strongly  the  personal  threat 
of  atomic  bombs." 

Armed  with  a  Ph.D.  in 
physics  from  Rensselaer 
Polytechnic  Institute, 
Harris  struggled  to  defuse 
the  atomic  threat.  In  1970 
he  went  to  work  at  the 
U.S.  Air  Force's  special 
weapons  laboratory  in 
Albuquerque,  N.M., 
designing  lasers  to  shoot 
down  intercontinental  bal- 
listic missiles.  He  left  after 
two  years,  convinced  that 
the  lasers  would  never 
work. 

Now  54,  Harris,  a  dealer 
in  historical  documents,  is 
still  fascinated  by  bombs  and  the 
terror  they  inspire.  In  the  past  17 
years  he  has  collected  more  than  a 
thousand  bomb-rejated  artifacts — old 
advertisements,  pamphlets,  pho- 
tographs, books,  comics,  stamps  and 
letters — that  form  a  time  capsule 
from  a  bomb-obsessed  era. 

The  collection  started  with  various 
copies  of  the  Chic'xn  Little  folktale, 
first  published  in  ib40.  Remember: 

"Chicken  Little  ra  v-nder  a  rose- 
bush and  a  leaf  fell  oi  K  r  tail;  so  she 
was  dreadfully  frighi  !;  .i,  and  ran 
away  to  Hen  Pen.  'O  H     '  en,'  said 


she,  'the  sky  is  falling!'" 

Harris  sees  the  story  as  an  apt 
metaphor  for  the  Atomic  Age,  when 
Americans — like  Chicken  Little — 
were  terrified  that  the  sky  was  falling. 

One  item  he  treasures  is  a  51 -year- 
old  booklet  in  which  the  Second 
Division  of  the  U.S.  Marines  com- 
memorates its  1945  occupation  of 
Nagasaki.  In  August  the  city  had 
been  decimated  by  an  atomic  bomb. 
In  this  souvenir  booklet,  which 
Harris  bought  at  a  book  fair  in 
Rochester,  N.Y.  for  about  $35,  the 
Marines  proudly  note  that:  "In  the 


rubble  of  the  atomic 
bomb,  we  made  a  grid- 
iron." The  booklet,  bound 
with  a  pink  ribbon,  features 
a  photograph  of  the 
Marines  playing  football  in 
Nagasaki  on  New  Year's 
Day,  1946.  A  caption  dubs 
the  event  "The  Atomic 
Bowl  Game." 

Callous.^  Harris,  whose 
large  fi-ame  is  dominated  by 
an  unruly  beard  that  has 
grown  uninterrupted  for 
the  last  25  years,  doesn't 
think   of  it   as  callous. 
Rather,  he's  touched  by  the 
soldiers'  can-do  attitude. 
"The  world  they've  been 
living  in  has  been  broken," 
says  he.  So  they  cling  to 
football:  "An  old 
ritual  to  get  them 
through  New 
Year's  Day." 

A  1946  note 
from  Carl  Arndt, 
master  sergeant  in 
the  Air  Force,  to  his  son  Carl  Jr.  cap- 
tures the  innocence  of  the  era.  It  was 
penned  as  the  U.S.  prepared  to  drop 
an  atomic  bomb  on  the  Bikini  atoll 
in  the  South  Pacific:  "Dear  Sonny, 
Just  a  short  letter  so  that  1  can  send 
this  envelope  on  the  actual  airplane 
that  is  carrying  the  Atom  Bomb.  .  .  . 
Love  Pop." 

Harris  has  350  books  about  bombs 
arranged  in  chronological  order  in  a 
2/<-story  room  in  his  Sand  Lake,  N.Y. 
frame  house.  Harris  designed  and 
built  the  shelves  himself,  bolting 
them  to  the  structure  so  that  the 
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lalf  Price  No-Risk  Chatter 
Subscription  Opportunity 
•or  Forties  Readers: 


The  Cutting-Edge  Investment  Letter  Devoted  To 
The  New  Information  Technology 


George  Gilder,  the  smartest  technology  futurist 
on  Earth,  tells  you  how  to  cash  In  on  the  greatest 
weaKtvbulldIng  opportunity  of  all  time! 

Did  you  have  the  technological  acumen  to  buy  Sun  Micro- 
ystems?  A  $10,000  investment  has  turned  to  $243,333  in  a  few  short 
ears.  Did  you  jump  on  MICRON  early  enough  to  enjoy  its  500% 
rowth?  Or  AppHed  Materials?  (A  $10,000  investment  in  1991  would 
le  worth  over  $153,800  by  now.)  Should  you  buy  NetScape  now?  Is 

the  next  really  "hot"  technology  stock,  or  a  fast-burning  meteor? 

Many  investors  who  bet  on  the  riglit  technology  stocks  have 
lade  fortunes  in  the  past  ten  years.  But  according  to  FORBES 

ontributing  Columnist  George  Gilder,  the  profits  to  be  made  in  the 
ext  three  to  five  years  on  some  of  the  new  technology  stocks  will 
lake  profits  from  the  PC  revolution  look  like  peanuts!  Of  course, 
ou  can  also  lose  your  shirt  by  holding  the  wrong  technology  stocks. 
4any  will  fail! 

ProfK  opportunities  from  new  technology 
will  soon  dwarf  the  $400  billion  personal 
computer  market! 

In  the  GILDER  TECHNOLOGY  REPORT,  you  will  discover 
by  many  of  Wall  Street's  favorite  technology  companies  are  already 
)o  far  down  a  wrong  road  to  turn  around,  go  back,  and  catch  up. 

ITie  investor  who  understands  why  the  majority  of  today's  elec- 
onic,  entertairmient,  software  and  computer  related  operations  rest 
pon  a  fundamentally  obsolete  architecture,  can  make  astonishing 
irofits  in  the  next  two  to  five  years.  Because,  while  many  of  Wall 
treet's  favorite  technology  stocks  will  soon  go  belly  up,  a  few  (some 
ill  little  known)  will  explode  in  value  at  warp  speed. 

Tlie  GILDER  TECHNOLOGY  REPORT  is  written  in  non- 
chnical  layman's  language  to  explain  the  fundamental  concepts 
-  hind  the  coming  technological  revolution. 

Not  a  stock-picker  letter,  but  a  technology  report,  this  event-dri- 
.n  letter  will  give  you  hard  data  to  support  specific  "death  knell" 
inclusions  and  to  identify  technology  stocks  that  will  enjoy  growth 
I  he  measured  in  1,000s  of  percent  in  the  next  two  to  five  years! 

In  the  Gilder  Technology  Report,  you  will  find  the  hard  statistical 
tonnation  you  will  need  to  separate  pivotal  trends  from  popular  fads. 
)u"ll  have  scientific  fundamentals  (as  opposed  to  Wall  Street  specu- 
lion)  to  understanding  which  specific  technologies  will  shape  the 
'xt  decade,  and  who  is  leading  the  charge! 


IVIost  of  Wall  Street  Just  doesn't  have 
the  necessary  technologlcal  credentials! 

Brokerages  attempt  to  predict  the  market,  investment  letters  pick 
stocks.  In  the  GILDER  TECHNOLOGY  REPORT,  you  will  find  sci- 
entific explanation  of  why  the  new  bandwidth  technology  will  soon 
turn  the  information/communication  world  upside  down.  Our  letter 
talks  about  technological  fundamentals,  not  market  speculation. 

But  you  will  also  find  the  company-specific  information  to  guide 
you  toward  profitable  investment  decisions.  You'll  know  which  com- 
panies stand  to  profit  most  from  the  coming  technology  revolution 
and  why.  And  you  needn't  be  an  engineer  or  "techie"  to  understand 
and  use  the  information  you'll  find  in  this  new  Forbes  publication. 

FREE  with  your  no-risk, 
HALF-PRICE  Charter  Subscription: 
Grow  Rich  On  The  Coming  Technological  Revolution! 

As  a  Charter  Subscriber  you'll  receive  a  FREE  copy  of  a  George 
Gilder  Special  Report  that  explains  bandwidth  technology,  why  it  will 
have  such  a  profound  impact  on  the  world  as  we  know  it,  and  which 
companies  are  ahead  in  the  early  race  for  supremacy! 

In  this  detailed  Special  Report  for  investors,  you'll  find  a  wealth 
of  company-specific  information  you  can  use  to  get  in  now  on  the 
ground  floor  of  tomorrow's  big  technology  winners!.  .  .and  to  free 
your  investment  portfolio  of  the  soon-to-be-duds  before  it's  too  late! 

Call  1 800-888-9896*  now  or  send  for  a 
no-risk,  HALF4>RICE  Charter  Subscription: 


Mail  to:  Gilder  Technology  Report,  PO  Box  37238,  Boone,  lA  50037-4238 

n  YES!  1  want  to  cash  in  on  the  coming  technology  revolution.  Please 
enter  a  no-risk,  half-price  Charter  Subscription  to  the  GILDER  TECH- 
NOLOGY REPORTin  my  name  and  send  me  my  FREE  copy  of  Grow 
Rich  on  the  Coming  Technology  Revolution.  If  not  delighted  with  the 
newsletter.  I  may  cancel  at  any  time  for  a  full  and  prompt  refund. 

□  Check  enclosed  for  $295  USD(Half  the  single-issue  rate  of  $600) 
Make  check  payable  to:  Gilder  Technology  Report 

□  Bill  me  later  for  $295  USD 

□  Charge  my  credit  card:  GMC  DAMEX  QVISA 
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international,  please  call  01-515-246-6917.  All  payments  in  $USD  please. 


weight  of  his  collectio' 
helps  support  the  house. 

One  of  his  favorite 
tomes  is  Total  Atomic 
Defense,  by  Sylvian  Kindall, 
published  in  1952.  KindaU 
warned  tliat  837  American 
cities  would  be  prime  targets  for 
nuclear  attack.  His  solution:  Expand 
each  city  aiid  move  all  plants  and  fac- 
tories to  the  perimeter.  That  way,  the 
enemy  would  see  no  point  in  blasting 
the  cities  "from  the  face  of  the 
earth."  The  predicted  tab  for  this 
overhaul:  $15  billion.  But,  railed  Kin- 
dall, "Cost  is  not  to  be  weighed 
against  the  terrible  probability  that 
837  cities  will  [otherwise]  be 
destroyed,  all  their  millions  of  resi- 
dents killed  or  made  homeless." 

Fear  drove  many  to  entertain  wild 
notions.  In  the  1949  book  Must  We 
Hide'?,  Ralph  Lapp  suggested  build- 
ing "rod"  cities  that  would  be  50 
miles  long  and  1  mile  wide,  which 
would  supposedly  be  less  vulnerable 


to  atomic  strikes. 
Others,  including 
Albert  Einstein,  advo- 
cated transforming 
die  world  into  a  single 
nation,  thereby  eradi- 
cating the  probability 
of  nuclear  war. 

Just  as  loopy  is  a  1955  publication 
from  the  Federal  Civil  Defense 
Administration  entided  "4  Wheels  to 
Survival,"  which  Harris  picked  up  at 
an  antique  store  in  Pordand,  Ore.  for 
$5.  The  pamphlet  explains  how,  in 
the  event  of  an  atomic  attack,  a  car 
"may  spell  the  difference  between  life 
and  death  for  you  and  your  family." 
After  the  blast,  the  pamphlet  notes, 
would-be  survivors  should  crouch  in 
their  cars,  keeping  the  windows  shut 
to  stave  off  radioactive  dust.  After  the 
explosion,  "the  car  provides  a  small 
movable  house.  You  can  get  away  in 
it — then  live,  eat,  and  sleep  in  it  in 
almost  any  climatic  conditions." 
The  pamphlet  also  gives  tips  on 


automotive  etiquette  in  the  face  of 
Armageddon:  "If  you  have  room, 
pick  up  walking  evacuees.  Don't 
crowd  or  try  to  beat  the  other  fellow. 
. . .  Don't  lean  on  the  horn." 

Then  there's  a  brochure  touting  a 
firm  called  Western  States  Atomic 
Vaults,  Inc.  The  cover  bears  a  sketch 
of  a  mushroom  cloud  engulfing  San 
Francisco.  What  to  do  in  preparation.^ 
Send  your  stock  certificates,  tax 
records,  business  documents  and  will 
to  the  company's  air-conditioned 
vault  in  the  Santa  Cruz  mountains. 

What  has  this  collection  taught 
Harris.^  "To  be  more  scrutinizing 
about  what  you're  accepting  as  fact," 
he  replies.  Good  point:  Panicking  on 
scanty  information  got  Chicken  Littie 
eaten  by  Fox  Lox.  H 


Note:  You  can  contact  Harris  by 
writing  to: 
aGatherin',  P.O.  Box  175, 
WynantskiU,  N.Y.  12198. 


DETAILS 


Think  pink 


When  it  comes  to  dress  shirts,  white  is  safe, 
matches  everything  and  requires  no 
thought  to  matching  a  suit.  It's  also  dull. 

The  elegant  French-blue  dress  shirt  is 
a  safe  alternative,  but  too  many  natty 
Wall  Street  lawyers  and  bankers  are 
already  on  to  blue.  So  pink  is  back,  aft:er 
being  in  eclipse  for  years.  Brooks  Broth- 
ers reports  that  sales  of  pink  shirts  this 
season  account  for  about  7%  of  shirt  sales, 
up  fi-om  2%  last  spring.  "If  a  man  has  gone 
from  a  white  to  a  blue  shirt,  then  pink  is  the  next 
logical  step,"  says  Jarlath  Mellett,  design  director  at 
Brooks,  which  introduced  its  now-classic  men's  pink 
shirt  in  1920. 

Choose  hues  carefully.  The  perfect  pink  is  a  pale  ice 
pink.  Avoid  garish  salmon,  peachy  or  orangy  pink. 
Shocking  pink  makes  a  pale  face  look  anemic.  "Only 
one  to  two  shades  of  pink  are  suitable  with  a  suit: 
candy  and  baby  pink,"  dictates  Eric  Humbles  of 
London's  Turnbull  &  Asser. 

A  pink  shirt  is  inappropriate  in  the  evening.  It's  great 
when  worn  as  the  Italians  do  it — with  a  blue  blazer. 


gray  flannels  and  brown 
suede  shoes.  Avoid  pairing  pink  with  a  brown  suit. 
"Against  charcoal  is  where  pink  belongs,"  declares  Alan 
Katzman,  ovmer  of  Manhattan's  clothier  Harrison  James. 
A  dark  blue  suit  works,  too.  Black?  No  way.  "That  looks 
like  a  John  Gotti  nightmare,"  says  Katzman  with  disgust. 

Say  this:  Pink  will  get  you  noticed  in  a  white-shirt 
environment.  Says  English  tailor  Timothy  Everest, 
"I'm  not  the  greatest  fan  of  pink,  but  when  I  wear  it 
people  ask  if  I've  lost  weight  or  had  a  haircut.  They 
always  say  I  look  well."        -Caroline  Waxler  h 
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An  outbreak  of  niceness 


By  Susan  Lee 

I  WAS  WITNESS  TO  AN  ACT  of  niceness  recently.  A 
youngish  man  gave  his  seat  on  the  subway  to 
an  oldish  lady,  and  they  smiled  at  each  other. 
The  surprise  of  this  courtly  gesture  was  that  I 
wasn't  surprised.  We  seem  to  be  in  the  middle 
of  an  outbreak  of  niceness. 

It  has  even  broken  out  in  my  lumice  profes- 
sion. Some  months  ago  an  editor  passed  me  a 
book  shrouded  in  brown  paper.  It  turned  out 
to  be  a  novel  featuring  a  sixty-something  Epis- 
copal priest  in  a  small  town  called  Mitford, 
where  people  are — yep — nice.  I  starteti  read- 
ing to  see  whether  this  editor  had  lost  her 
marbles,  but  kept  reading  because  I  enjoyed 
it.  I  phoned  her  to  ask  why  the  brown  paper. 
"What  treacle!"  she  responded,  "I  liked  it,  but 
it  makes  me  feel  as  though  I've  been  caught 
buying  one  of  those  soppy  Hallmark  carcis." 

Scarcely  had  I  gotten  over  this  confession 
when  I  came  across  this  act  of  repentance  in 
The  New  Republic.  The  article  was  by  a  jour- 
nalist who,  some  22  years  ago,  had  utterly 
trashed  a  politician,  supposedly  because  he 
was  "dumb"  but  actually  because  he  was  a 
Republican.  The  "dumb"  politician  died  this 
year  and,  reading  the  obit,  the  journalist 
learned  about  his  history  of  community  ser- 
vice as  a  Sunday  school  teacher  and  as  presi- 
dent of  three  parent-teacher  associations.  "So 
am  I  ashamed?"  he  wrote.  "I  guess  so.  Not 
because  I  was  necessarily  wrong  .  .  .  but 
because  I  really  didn't  care  much  if  I  got  it 
right."  Even  journalists  have  consciences. 

I  called  Helen  Fisher,  an  anthropologist  at 
Rutgers  University.  What's  this  niceness  busi- 
ness.>  She  wasn't  fazed.  "Human  beings  are 
totally  social  animals  who  evolve  to  cooper- 
ate," she  said.  "About  95%  of  our  day  is  spent 
trying  to  get  along — like  being  nice  to  the 
person  who  gets  our  morning  coffee." 

Defining  nice  behavior  is  an  old  game.  The 
heavy  stuff — like  the  Ten  Commandments — 
has  been  expressed  as  laws  and  enforced  by 
punishment.  The  smaller  stuff  has  been  codi- 
fied in  books  like  Emily  Post's  Etiquette. 

Indeed,  the  father  of  our  country,  Mr. 
Washington,  carried  with  him  110  rules  for 
civil  behavior.  These  rules  are  quaint  but  still 
usefi.ll — such  as:  "When  in  company  put  not 
your  hands  to  any  part  of  the  body  not  usually 
discovered"  and  "In  the  presence  of  others, 
sing  not  to  yourself  with  a  humming  noise  or 
drum  with  your  fingers  or  feet." 

Yet,  being  fully  human,  we  often  evacie 


these  laws  and  injunctions,  at  some  times 
more  than  others.  Right  now  we  seem  to  be 
in  an  observant  mode,  rushing  to  embrace 
opportunities  to  be  nice.  At  the  most  basic 
level,  according  to  recent  statistics,  we  have 
become  less  inclined  to  murder  one  another. 
We  have  also  sloughed  off  robbing,  raping 
and  assaulting  our  fellow  citizens.  Car  thefi;s 
are  down,  and  the  divorce  rate  has  leveled  off. 

One  level  up  is  an  aggressive  commitment 
to  being  nice.  Giving  money  and  time  to  char- 
ity is  on  the  rise,  too.  In  1995,  the  latest  year 
aggregate  figures  are  available,  the  average 
household  contribution  (for  those  who  gave) 
was  $1,017,  a  10%  real  increase  since  1993. 
Volunteering,  and  the  percentage  of  adults 
volunteering,  was  also  up. 

Finally  there's  the  highest  degree  of  nice- 
ness— a  gesture  motivated  solely  by  a  sense  of 
decency  with  no  expec- 
tation of  reward  or 

recognition.  Like  this    car  t^o^  ^OG;  . 
classified  ad  that  ran     s°'^ntry  ^J^y  Hunt's 
in  a  small,  upstate        wS'^^'ac,  ^^tur^ 
New  York  paper:         P^^s.  Hadp^^^f  ba?? 

Fisher  thinks  we  «  "^^S  l 

are  m  ror  more  or 
this  as  the  population 
ages.  She  cites  a  survey  of  American 
attitudes  that  asked:  "If  you  found  a  wallet 
with  $5,000,  would  you  turn  it  in?"  and  "If 
you  banged  someone's  car  in  a  parking  lot,  but 
no  one  saw  you,  would  you  turn  yourself  in?" 

In  both  cases,  people  65 -plus  years  of  age 
achieved  the  highest  degree  of  niceness:  92% 
said  they  would  turn  the  wallet  in  and  90% 
said  they  would  turn  themselves  in. 

According  to  Fisher,  morality  changes 
throughout  life,  since  at  each  stage  human 
actions  are  bent  on  preserving  dna.  Infants 
have  to  be  self-centered  to  survive;  teens  are 
programmed  to  be  loyal  to  their  peers;  young 
adults  concentrate  love  on  their  families.  But 
older  people  are  concerned  with  the  commu- 
nity because  they've  already  reproduced;  the 
survival  of  the  culture,  which  nourishes  their 
kids  and  grandchildren,  becomes  important. 
"This  is  all  about  sending  one's  dna  into  eter- 
nity," says  Fisher. 

Well,  older  people  may  be  nicer  than 
younger  ones,  but  they're  also  more  forgetful. 
So  as  society  gets  older,  we  may  reach  the 
point  where  almost  everyone  is  busy  losing 
their  wallets  while  returning  lost  ones.  H 


Susan  Lee  is  a  senior 
editor  at  Forbes. 
E-mail  her  at 
slee@forbes.com 


As  the 
population 
ages,  we're  in 
for  more 
niceness. 
Witness 
a  recent 
survey  that 
asked:  "If 
you  found 
a  wallet  with 
$5,000  in  it, 
would  you 
turn  it  in?" 
Yes,  replied 
92%  of  people 
65  and  over. 
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CONSULTING 
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break-through  product  and  profit  structure.  Work 
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Dominican  Republic. 
Shipped  in  24-hrs. 
Visa  or  MasterCard  Accepted, 
Call:  1-800-735-8090 
Fax:  1-888-281-4544 
NO  RETAILERS  PLEASE 


COMMERCIAL  REM  ESTATE 


FL  KEYS,  45  ac,  gated, 
private  island,  connects  to  usi, 

sandy  beach,  zoned  Beach  Club, 
utilities.  Includes  adjacent  lOac  gated 
marina,  pool.  3.9M  Serious  only 
305-670-1888,  451-5400,  PO  430756, 
So,  Miami,  FL  33143 


Practiced  Luxury 


The  "Elevette* " 

residence  eleva- 
tor adds  practical 
convenience  to 
your  home  and 
is  the  solution 
for  persons  who 
shouldn't  climb 
stairs.  Tax- 
deductible 
when  doctor 
recommended. 


for  free  literature,  contact: 


inclinator 


COMPANY  OF 

Dept.  7,  PO  Box  1557 
Harrisburg,  PA  17105-1557 
Phone  71  7-234-8065 


AMERICA 


ABI&  ANTIQUES 


ROOKS/AUTHDRS/PURLISRERS 


Order  of 

LENIN 


Highest  Soviet  Awaid 
Solid  Gold  and  Platinum 

Guaranteed  Rare  and  Authentic 


888-777-MINT 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subjects  considered: 
Fiction.  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscnpt  to: 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD  LONDON  SW7  3DQ.  ENGLAND 


CIVIL  WAR 

Original  photographs; 
weapons;  letters;  6*.  uniforms 

.Send  $10  ioT  illustmted  ailalop: 

Theme  Prints,  Ltd. 

PO  Box  123T 
Bjvside.  NY  11361 
1-800-CIVL  WAR 

REAL  ESTATE 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities 
♦  Contact  Jennifer  LH.  Myers  Tel:  713«840»8853,  Tel:  713»467»4671, 
Fax:  713»840»8854. 

A.L.  Salley  Realty 

specializing  in  prestigious  farm  &  ranch  properties 


FINEABT 


DALI 

:Dllect  Rare.  Authentic 
Limited  Editions 
from  $  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or  (310)  798-1360 


SILVERSTATE  FINE  ART 


Here's  A  Business 
Jet  Solution  For  People 
Who  Never  Thought 
They  Could  Afford 
A  Business  Jet. 


M-incliisive  fractional  ownership  of 
Learjet"  and  Challenger"  aircraft 
with  costs  tailored  to 
your  exact  requirements. 
Call:  1-800-590-JETS 


B  U 


E  S 


I     N  E 

JetSohitkms 

The  Executive  Aviation  Affuiate  of 

AmerlcanAirllnes^ 


mchard  Petty  Driving  Exper^ttnc* 

1^  jvdil.3ble  year  round  at  Atljnti.  Ch.irlotte,  Us  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  ndei  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 

hBOO'SE  PETTY 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (21 2)  260-0620  or  FAX  (21 2)  260-81 83  e-mail:  lloren@forbes.com  ] 


www.Forbes. 


fiEflCHtMESE  FORBES  flPVER" 


i  rectory 


AFLAC 

Chase  Manhattan 

Honda 

Robertson,  Stephens  8t  Compii 

v/ ww.aflac.com 

W  W  W.L  1  Id              1 1 

vv  vv  V V .  1 1  w  1 1 LJ  a  •  V    1 1 1 

\AJ\Aj\Aj  r^LPn  mm 

VV  VV  VV.I  jV.'J.V.'JI  I  1 

American  Century  Investments 

Chevrolet  C3r 

1 KU  ll   \Jl  1  IV.C  JUI  U  I  IUI  I  j 

3a  dU  U3r\ 

www.amencancentury.com 

WvVvV.LIICVIUICL.LUlll 

\Aj\Ai\Aj  IKOM  mm 

VV  VV  VV.  1  iXV/  1  "1 .        I  1  1 

\Aj\Ai\Aj  <ipahii<ia  mm 

VV  VV  VV ,      a  U  U  d<3  .  LVJ  1 1 1 

American  Society  of 

The  CiT  Group 

iniei 

SAP  America,  Inc. 

Interior  Designers 

www.citgroiip.com 

www.intel.com 

www.sap.com 

www.interiors.org 

CNF  Tr3nsport3tiorit  Inc. 

j.r.  iviorgan  ct  ^_o. 

Siebel  Systems 

Anneuser  Buscn 

WWW.CNF.COTTl 

WWW.JfJiilUiydil.HJiil 

WWW.dICUCI.LUiII 

www.budweiser.com 

Countrywide  Home  Loans 

Lands  End 

The  Southern  Company 

Apple  Computer,  Inc. 

vvww.countTywidc.com 

www.landscnd.com/catalogs/vci 

www.southernco.com 

www.apple.com 

Dana  Lommercial  Credit 

Lexus 

Sun  Microsystems 

Arthur  Andersen 

www.dana.com/dcc 
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www.artliurandersen.com 

Data  General  Corporation 

Lmcoln  Continental 

T,  Rowe  Price 

WWW.Uy.LUMI 

\A/\A/\A/  liTir'r*ln\/Pnir'lpQ  cnun 
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www.asiana.co.kr 

Dodge 

Mazda  Motor  of  Americajnc, 

Toyota  in  America 

Audi  ot  America 

www.4adodcje.com 

www.mazdausa.com 

www.toyotausa.com 

www.audi.com 

Federated  Investors 

Minolta 

Trans  World  Airlines 

Bank  Julius  Baer 

www.federatcdinvestors.com 

www.minoltaprintcrs.com 

www.twa.com 

www.juliusbaer.com 

Ford  Expedition 

Mitsubishi  Motor  Sales  of  America 

Unisys 

Black  a  Veatch 

www.ford.com 

www.mitsucars.com 

www.unisys.com 

www.bv.com 

France  Telecom 

OAG 

Wealth  Creation  Centers 

BMW  of  North  America,  Inc. 

www.francctc1ecom.com 

oaginfo@oag.com 

www.bmwusa.com 

vmw.cybergate.com/barTykayj 

General  Motors 

Pontiac  Bonneville 

Zenger  Miller 

Cadillac  Motor  Division 

www.gm.com 

www.pontiac.com 

www.zengermillerlibrary.com 

www.catera.com 

GMC  Truck  -  Yukon 

PowerBar 

Zurich-American  Insurance  Gre 

Cemex 

www.yukon.gmc.com 

www.powerbar.com 

www.zurichfunds.com/yield  wis 

www.cemex.com 

Hilton  Hotels  Corporation 

The  Regent  Hong  Kong 

Forbes 

www.hilton.com 

www.rih.com 

it  likes^iw 


The  other  is  infornnation 
matfon— not  just  process  it- 
Intensive  users  of  information 

CaTI  for  details  and  learn  what  client 
your  business^  it  takes  Unisys  to  hel^fi 


moves  a  single  dime  without  it.  And  helping  clients  manage  infor- 
s  does  best.  That's  why  Unisys  is  the  choice  of  the  world's  most 


n  Bank  of  Switzerland  jbarned.  When  it  takes  information  to  run 


One  of  them  is  mo 


UNISY5 

When  information  Is  eve 

http://www.unisys.coi{ 
1-800-874-8647,  ext.  J 
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In  the  late  1920s 
wheat  straw  used 
for  chemicals  was 
worth  more  than 
the  wheat  itself. 


"The  more  things  change..." 
70  years  ago  in  Forbes 

(From  the  issue  oe  June  1,  1927) 
"How  long  this  showy  [stock  mar- 
ket] performance  can  be  kept  going 
nobody  can  foretell.  It  is  facilitated 
by  an  abundance  of  day-to-day  loans 
available  at  4%  to  4.5%  and  an  equal 
abundance  of  time  money  at  4.25% 
to  4.5%.  The  net  result  is  that  the 
Federal  Reserve  System  is  today  car- 
rying a  larger  reserve  ratio  than  it 
carried  a  year  ago.  Under  such  cir- 
cumstances money  rates  are  litde 
likely  to  stiffen.  They  may  even  go  a 
little  lower  this  summer." 

"A  sudden  collapse  of  security  values 
on  the  Berlin  Bourse,  unmatched  for 
severity  during  the  worst  stage  of  the 
cieflation  crisis,  was  precipitated  by  the 
Reichsbank's  action  in  insisting  on 
drastic  restriction  of  credits  granted  by 
commercial  banks  to  speculators.  It  is 
not  yet  clear  what  will  be  the  outcome 
of  this  violent  readjustment." 


60 


years  ago 


(From  the  issue  of  June  1,  1937) 
"Supermarkets — huge,  centralized 
food  outlets — may  well  take  the 
place  of  existing  chain  stores,  with 
large  distributing  centers  eliminating 
the  necessity  of  local  stores.  In 
Cincinnati,  eight  supermarkets  are 
reported  to  be  doing  a  total  business 
equivalent  to  100  small  units  of  the 
Kroger  and  A&P  chains." 

"Imagine  all  the  books  in  the  New 
York  Public  Library  being  kept  in 
the  space  now  occupied  by  its  card 
index!  This  seemingly  fantastic  pic- 
ture can  now  be  made  a  reality  by  a 
recently  developed  process.  A  book, 
newspaper  or  manuscript  page  is 
photographed  on  film  and  reduced 
to  as  little  as  two -thousandths  of  its 
original  size." 


50 


years  ago 


(From  the  issue  of  June  1,  1947) 
"Watch  for  a  knock-down,  drag-out 
fight  over  'chosen  instrument'  bills  in 
Congress  seeking  to  create  a  single 
airline  to  handle  all  foreign  commer- 
cial flying.  Proponents  urge  this 
method  as  the  only  way  American 
transport  strength  can  be  maintained 
against  foreign  competition;  oppo- 
nents claim  we're  doing  fine  now,  and 
that  such  a  bill  would  kill  incentive  for 
fijrther  development." 

"Many  who  were  alarmed  when 
Harry  Truman  was  pitchforked  by 
fate  into  the  presidency  are  now  com- 
pelled to  recognize  that  he  has  not 
justified  all  their  fears,  compelled  to 
recognize  that  he  has  made  a  number 
of  wise  decisions,  compelled  to  recog- 
nize that  he  has  usually  selected  out- 
stanciingly  able  men  for  highly 
responsible  governmental  positions." 


25 


years  ago 


(From  the  issue  of  June  1,  1972) 
"It  is  fovu"  years  now  since  Atiantic 
Richfield's    discovery    of  North 
America's  largest  oil  reserve  made 


It  took  years 
for  Atlantic 
Richfield's  huge 
oil  strike  on 
Alaska's  Prudhoe 
Bay  to  begin 
to  pay  off 
in  the 
company's 
financial  reports. 


headlines,  years  that  have  turned  out 
to  be  as  long  as  the  nights  on  its 
North  Slope  holdings.  Atlantic 
Richfield's  1 97 1  profits  were  down 
to  $3.73  a  share  from  I968's  $3.83. 
Its  stock  is  selling  for  65,  half  of  its 
1969  high.  Its  return  on  equity  has 
dipped  to  9.4%,  it  is  selling  service 
stations,  cutting  back  refinery  capac- 
ity and  reducing  staff." 

"Contrary  to  popular  belief,  the 

annual  meeting,  which  dates  back  to 
colonial  days,  is  more  the  product  of 
tradition  than  precise  law.  The 
Securities  &  Exchange  Commission 
doesn't  require  the  public  meeting; 
neither  does  federal  law;  nor  does 
Delaware,  the  state  that  the  largest 
number  of  big  corporations  call 
home.  Under  Delaware  law,  the 
meeting's  business  portion,  chiefly 
the  reelection  of  directors,  can  be 
conducted  by  mail  ballot,  and  most 
decisions  are  so  made." 


This  van  Gogh 
sunflower 
painting  sold 
for  an  astonishing 
$40  million 
in  1987. 


10  years  ago 

(From  the  issue  of  June  1,  1987) 
"The  world  was  stunned  a  few 
weeks  ago  when  it  took  a  $40  million 
bid  to  win  the  auction  contest  for  one 
of  the  seven  paintings  van  Gogh  did 
of  sunflowers.  Almost  as  flabbergast- 
ing— there  were  an  estimated  dozen 
serious  bidders  in  the  running  up  to 
$25  million,  though  later  the  ranks 
thinned  out  to  only  two." 

"When  it  comes  to  taking  risks  and 
fijnding  startups,  the  sober  Swiss  lag 
far  behind  other  Europeans — let 
alone  the  Americans.  The  U.K.  now 
has  125  sources  of  venture  capital  and 
about  $5  billion  under  management. 
In  France  total  venture  capital  is  esti- 
mated at  $1  billion.  Even  Holland 
has  70  private  venture  capital  sources 
and  total  investments  of  $1.1  billion. 

"Switzerland.^  Under  $35  million  a 
year  is  spent  on  new  ventures."  Hi 
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.  DU5iNt;>b  ur  Lire 

thought#^foirties.coni  > ; 

our  president  can  keep 
up  the  pace  he  does  is  a 
mystery  to  me, "  said  a  bi£ 
company  man.  "He  starts  work 
early,  ^oes  at  full  tilt  all 
day,  often  devotes  evenings 
to  business,  takes  no  vaca- 
tion, has  no  hobby  but  work. " 
I  know  several  men  like 
this,  so  engrossed  in  their 
affairs  that  they  devote 
little  time  even  to  their 
families.  They  are  successful 
financially,  they  are  building 
great  enterprises,  making 
names  for  themselves.  Tet 
can  they  be  said  to  be  leading 
genuinely  successful  lives'^ 
Is  there  no  danger  that  they 
will  suddenly  and  permanent- 
ly break  down  ? 

-B.C.  Forbes 


A  Text  .  .  . 

Enter  ye  in  at  the  strait 
gate:  for  wide  is  the 
gate,  and  broad  is  the 
way,  that  leadeth  to 
destruction,  and  many 
there  be  which  go  in 
thereat:  because  strait  is 
the  gate,  and  narrow  is 
the  way,  which  leadeth 
unto  Hfe,  and  few  there 
be  that  find  it. 
-Matthkw  7:13-14 


Sent  in  by  James  Eccolini, 
Seattle,  Wash. 
What's  your  favorite  text? 
Forbes  Book  of  Quotations: 
Ttiougtits  on  the  Business 
of  Life  is  presented  to  senders 
of  texts  used. 


1  have  almost  reached  the 
regrettable  conclusion  that 
the  Negro's  great  stumbling 
block  in  his  stride  toward 
freedom  is  not  the  White 
Citizen's  Council  or  the 
Ku  Klux  Klanner,  but 
the  white  moderate. 
-Martin  Luther  King  Jr. 

I  never  dared  to  be  radical 
when  young  for  fear  it  would 
make  me  conservative  when  old. 
-Robert  Frost 

You  sometimes  find  something 
good  in  the  lunatic  fringe. 
In  fact,  we  have  got  as  part 
of  our  social  and  economic 
government  a  whole  lot  of 
things  which  in  my  boyhood 
were  considered  lunatic 
fringe,  and  yet  they  are  now 
part  of  everyday  life. 
-Franklin  D.  Roosevelt 


The  essence  of  the  liberal 
outlook  lies  not  in  what  opin- 
ions are  held  but  in  how  they 
are  held:  Instead  of  being 
held  dogmatically  they  are 
held  tentatively,  and  with 
a  consciousness  that  new 
evidence  may  at  any  moment 
lead  to  their  abandonment. 
-Bertrand  Russell 

We  who  are  liberal  and 
progressive  know  that  the 
poor  are  our  equals  in 
every  sense  except  that  of 
being  equal  to  us. 
-Lionel  Trilling 

America  has  had  gifted 
conservative  statesmen  and 
national  leaders.  But  with 
few  exceptions,  only  the 
liberals  have  gone  down  in 
history  as  national  heroes. 
-Gunnar  Myrdal 


Why  is  it  that  right-wing 
bastards  always  stand 
shoulder  to  shoulder  in 
solidarity,  while  liberals 
always  fall  out  among 
themselves? 
-Yevgeny  Yevtushenko 

What  this  country  needs  is 
radicals  who  will  stay  that 
way  regardless  of  the 
creeping  years. 
-John  Fischer 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Fortes  Bool<  of  Quotations:  Ttioughts  on  tfie  Business 
of  Life,  a  new  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item  han- 
dling (add  applicable  sales  tax). 

Still  available:  the  Tf)ougrits  Screen  Saver  PC 
(Windows  m'  diskette),  for  $19.95. 
To  order,  please  call  toll-free  1-800-876-6556. 


What  happens  when  the  fiiture 
has  come  and  gone!" 
-Robert  Half 

My  objection  to  liberalism 
is  this,  that  it  is  the 
introduction  into  the  prac- 
tical business  of  life  of 
the  highest  kind — namely, 
politics — of  philosophical 
ideas  instead  of  political 
principles. 
-Disraeli 

The  radical  invents  the  views. 
When  he  has  worn  them  out  the 
conservative  adopts  them. 

-Mark  Twain 

Radicalism  itself  ceases  to 
be  radical  when  absorbed 
mainly  in  preserving  its 
control  over  a  society  or 
an  economy. 
-Eric  Hoffer 
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Monkey 
on  your 
back  #12: 
How  to 
make  your 
intranet 
so  right... 


...when  so 
much  can 
go  wrong. 


Nobody  knows  Windows  NF 
intranets  like  DIGITAL. 

That's  because  DIGITAL  has 
had  more  experience  building 
Windows  NT  intranets  than  any- 
one else.  In  fact,  we've  already 
implemented  one  of  the  largest  Windows  NT 
intranets  in  the  world,  our  own,  with  hundreds 
of  servers,  sei'ving  thousands 
of  users,  receiving  millions  — 

of  hits  each  day.  And  thanks  -^^  

to  the  DIGITAL/Microsoft®  - 
Alliance,  we  have  more  trained  " 
and  certified  Windows  NT  ■ 
experts   than   any   other  - 
Microsoft  partner,  even  ;~ 
more  than  Microsoft  itself. 
Experts  who  can  provide 
you    with  benchmark- 
leading  hardware,  devel- 
op strategies  for  system 
architecture  and  make  sure 
your  intranet  integrates 
seamlessly  and  securely 
with  your  current  systems. 
So  if  you  are  about  to  set  up 
a  Windows  NT  intranet, 
contact  the  people  who 
know  wrong  from  right.  Call  1-800-DIGITAL, 
or  visit  us  a!  www. windows. digital. com. 

©  Digital  Equipment  Corporation,  1997  DirjITAL,  the  DIGITAL  logo,  ServerWORKS  and 
Prions  ars  trademarks,  and  Whatever  ;l  takes  is  a  service  mark  ot  the  Digital  Equipment 
Corporation.  Microsoft  and  WindovKS  NT  are  registered  trademarks  of  iSlicrosoft  in  the 
U.S.  and  other  counlnes.  Intel  Pentium,  and  the  Intel  Inside  Pentium  Pro  processor  logo 
are  registered  trademarks  of  the  Intel  Corporation. 


DIGITAL  Prions'"  Line 

Full  line  of  Pentium"  Pro 
processor  systems 

Enterprise-quality  servers 
optimized  for  Hindows  NT 

Single,  dual  and  4  ivay 
SMP  solutions 

Integrated,  high  performance 
I/O  and  networking 

DIGITAL  Serverff  ORKS™ 
Manageability  and  Ease 
of  Use  Tools 


Whatever  it  takes: 


It  doesrft  matter  if  youre  a 
CEO,  a  CIO  or  a  CFO. 

When  you  lose  access 
to  your  data,  youVe 

just  plain  S.QL. 


VISION 


SOLUTIONS 


www.visionsolutions.com 


computer  system  that's  down  can  mean  a  business  that's 
elly  up.  Because  once  the  data  stops  flowing,  so  does 
ie  revenue. 

In  a  recent  IBM  study,  90%  of  businesses  surveyed  suffered 
Dme  form  of  system  failure.  Often,  the  results  are  catastrophic. 
Dr  example,  of  those  in  banking  whose  outages  lasted  more 
lan  two  days,  one  quarter  suffered  immediate  bank- 
jptcy  almost  half  went  bankrupt  in  two  years,  and 
rtually  all  failed  within  five  years. 


A  Premier  Business  Partner 


Vision  Solutions  can  prevent  this  sort  of  debilitating  sys- 
tem failure  from  affecting  your  mission-critical  applications. 
We're  the  global  leader  in  Tiered  High  Systems  Availability 
for  the  IBM  AS/400.  Which  means  we  can  give  you  mainframe 
availability  reliability/  and  scalability  at  a  fraction  of  the  cost. 
For  more  details  about  the  advantages  of  Tiered  HSA, 
call  us  at  800-683-4667.  To  calculate  the  pntential 
devastating  impact  of  downtime  on  your  business, 
visit  the  Vision  Solutions  web  site. 


othing  warms  the  heart  quite  like 


While  developing  new  ways  for  friends  and  loved  ones  to 
express  their  affection,  Hallmark  Cards  fell  in  love  with  the 
business  possibilities  they  discovered  on  the  Internet. 

Hallmark,  with  the  help  of  Giant  Step,  a  Microsoft®  Site 
Builder  Network  member,  used  Microsoft  technology  to  build 
a  profitable  Web  site  that  customers  use  to  send  personalized 
cards  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
and  collectibles,  and  even  have  digital  reminders  sent  of  their 
important  events.  At  the  same  time,  Hallmark  is  able  to 
collect  valuable  information  to  help  provide  their  customers 
with  ever  Improving  products  and  services. 


Where  do  you  want  to  go  today?® 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  Internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  iove. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  below. 

Microsoft 

www.microsoft.com/sitebuilder/webadvantage/ 


There's 
NO  image 
wecaai't 
improve: 


COLOR  PAGtWORKS 


No  matter  what  kind  of  image  you 
have,  chances  are  a  little  improvement 
couldn't  hurt.  To  that  end,  Minolta  intro 
duces  PageWorks"  a  revolutionary  line  ot 
laser  printers  for  business. 

Consider  Minolta's  Color  PageWork 
It's  one  of  the  most  affordable  true  600  ' 
dots  per  inch  color  laser  printers  availabku 
Finally,  you  can  afford  to 
add  the  impact  of  real  las 
color  to  the  documents 
you  print  every  day. 

In  addition,  there  is 
also  a  full  line  of  Minolta 
monochrome  laser  printd 
Featuring  speeds  from  6 
20  pages  per  minute,  eact 
is  designed  for  maximurr 
output  quality  and  throuj 
put  speed,  yet  priced  for . 
minimal  budget. 

For  over  10  years, 
Minolta  has  been  one  ot 
the  world's  largest  manu 
facturers  of  laser  printer 
engines.  That  field-proven 
reliability  allows  us  to  offer  laser  printers  : 
of  unparalleled  quality  and  value.  j 
For  more  information,  visit  our  Web 
site  at  www.minoltaprinters.com/fbsl  or 
call  1-888-2MINOLTA,  ext.  29,  and  we'll 
send  you  a  free  CD-ROM  so  you  can  sec 
for  yourself  what  we  can  do  for  your  ima 


MINOLTA 


©1997  Minolta  Co  ,  Lid  .  Osaka.  Japan  PaqeWo'Ks  and  There's  NO  image  we  can't  i-nprove"  are  trademarks  and"Onl\'  from  ihe  mtndo!  Minofta'  is  a  (egisie<ed  IracJemark  of 
Minolta  Co..  Ltd.  AH  other  Irademarks  ot  registered  trademarks  are  the  property  of  their  respective  companies.  Information  herem  is  sbbrect  to  change  withoui  notice 
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Failure:  Why  It's  So  Damn  Good  for  You! 


Introduction:  Failure  An  issue  devoted  to  failure? 
Tr/  Absolutely.  Because  one  of  the  best  things  about  the 
warp  speed  of  the  information  age  is  not  that  you  will  fail  less 
but  that  you  have  the  freedom  to  fail  faster — and  learn  quicker. 

A  Q  Bouncing  Back  In 

■"O  other  businesses,  the 
Big  Washout  usually  ends 
with  someone  losing  his  head 
or  falling  on  his  sword.  In 
technology,  it's  just  nature's 
way  of  saying, "Listen  more, 
work  smarter!"  By  Geoff  Baiim 

HQ  Where  Are  They  Now? 

Even  after  killing  their 
companies,  top  execs  go  on 
living.  Often  they  live  well. 
Sometimes  they  go  straight  to 
jail.  By  Geoff  Baum 

A  Two  Failures  That 
Seeded  The  Valley 

As  businesses,  Fairchild  and 
Xerox  PARC  were  big-buck 
busts.  But  as  stud  farms  for 
winning  thoroughbreds,  their 
track  records  have  been  spec- 
tacular. By  Lee  Patterson 

C  Q  ^^y*     Ag3'n  In  the 

minefield  of  high  tech- 
nology startups,  at  least  one  major  screwup  is  considered 
essential  to  a  well-rounded  resume.  But  it  helps  to  be 
young  enough  not  to  bruise  easily.  Four  thriving  survivors 
tell  their  tales.  By  Clint  Willis 

Q  ike  Blew  it  Too  As  victorious  leader  of  the  crusade  in 
O  O  Europe,  and  later  president,  Dwight  Eisenhower  was  a 
paragon  of  success.  But  as  a  major  before  the  war,  he  was 
stuck  on  the  slow  track.  And  after  a  colossal  blunder  in  North 
Africa,  he  nearly  packed  it  in  for  good.  By  Stephen  Ambrose 

Illustrations  by  )im  Ludtke 
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Tragic  Lost  Cause?  In  the  Battle  of  Midway,  against 
/  \J  impossible  odds,  American  torpedo  bombers 
attacked  the  Japanese  fleet.  Sometimes  great  things  happen 
when  you  don't  have  a  chance  in  hell.  By  Owen  Edwards 

Tanking  It  Five  Ways 

There  may  be  50  ways  to 
leave  your  lover,  but  when 
it  comes  to  blowing  up  your 
cutting-edge  business,  you  can 
count  the  classic  bad  moves  on 
one  hand.  Take  notes — this 
definitely  will  be  on  the  final. 
By  Lee  Patterson 

On  the  Bubble  Seeing 
through  the  hype  of 
high  tech  companies  may 
require  X-ray  vision.  From 
push  software  to  cable  modems, 
here  are  the  precarious 
contenders  to  watch. 
By  Lee  Patterson 

Calluses,  Not  Cum 
Laudes  How  the  author 
fell  off  a  horse,  broke  12,000 
bottles,  and  folded  his  first  fund. 
By  John  Rut  ledge 
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Failure  Chic  The 

American  imperative 
used  to  be  success.  Failure  was  meant  to  be  overcome. 
Now,  thanks  to  Jimmy  Carter  and  the  culture  of  self- 
esteem,  screwing  up  and  giving  up  have  taken  on  the  holy 
glow  of  nobility.  Enough  of  loser-love!  It's  time  to  call  a 
dud  a  dud.  By  Joe  Queenan 

Q  Q  The  Bug  Police  Before  Sega  and  Nintendo  put  their 

new  games  on  the  market,  they  hire  professional 
failure  artists  to  find  the  glitches  the  programmers  missed. 
By  Gary  Andrew  Poole 
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Q  A  Faking  Failure  Why  blow  your  investors'  money 

and  your  own  career?  Business  simulation  software, 
which  repUcates  an  actual  business  environment,  lets  you 
and  your  company  go  down  in  flames  without  any  real 
damage.  By  Eric  Pfeiffer 

%Day  of  the  Jackal  In  Silicon  Valley,  where  the  dogs 
eat  dogs,  equipment  scavengers  such  as  Lorin 
Bergman  know  how  to  feast  upon  the  famine  of  others. 
Picking  the  bones  of  failed  ventures,  they  can  also  spot 
the  signs  of  what  went  wrong.  By  Michael  S.  Malone 

^4        Famous  Flops 
I  \f  I  Remember  the 
Kaypro?  A  terrific  machine 
that  came  to  an  ignominious 
end,  but  not  before  leading 
the  way  for  today's  lithe  lap- 
tops. Other  dreary  turkeys 
have  helped  show  the  way  to 
the  future.  By  David  Raymond 

Q  Q  Bigiron.com  Use  that 
OO  superannuated  main- 
frame for  a  paperweight  if 
you  want.  But  Merrill  Lynch, 
].  C.  Penney,  Wells  Fargo, 
and  others  have  turned  their 
pricey  dinosaurs  into  powerful 
Web  servers.  By  Mark  Halper 

in/i  ^^^^^^  ^  TEIECOSM 
l\/0  Inventing  the 
Internet  Again  Back  in 
the  1960s,  worried  about 
America's  nuclear  second- 
strike  capability,  Paul  Baran 
conceived  the  Internet.  Now  he  wants  to  rescue  the  Net 
itself.  But  this  time  Baran  sees  a  world  without  wires. 
By  George  Gilder 

■■■^l ■III  III  ■  I II  ■■  ■  ■  l—IMI 

^  O  Editor's  Letter:  Get  Ready  to  Defend  the  Free  Market 

I  O  If  you  think  the  essential  morality  of  capitalism 
goes  without  saying,  it's  time  to  tie  those  sheets  together, 
shinny  down  from  your  ivory  tov/er,  and  get  thee  to  the 
barricades.  By  Rich  Karlgaard 


0/\The  Unknown  Entrepreneur:  Going,  Going... Gone 
O  V  Public  About  to  be  devoured  by  a  hungry  strategic 
partner,  our  stealth  startup  star  opts  for  an  IPO  as  a  pre- 
emptive strike.  Time  to  count  the  silverware  and  invite  the 
bankers  to  dinner.  By  Mo  Schumpeter 

O  O  The  Digital  Investor:  Essential  Fund-Switching 
Ow  Software  Computerized  investing  was  born  when 
stocks  were  king.  Now  mutual  funds  dominate  the  game, 
and  software  has  fundamentally  changed.  Here  is  the  best 
new  tool.  By  Michael  Gianturco 

-4  OO  Legends:  Jef  Raskin 
I  JLm^  Apple  employee  No.  31 
was  the  real  father  of  the  Mac- 
intosh. He  had  to  trick  Steve  Jobs 
into  approving  the  "computer 
for  the  rest  of  us,"  but  left  be- 
fore his  baby  made  its  preco- 
cious debut.  By  Eric  Pfeiffer 
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Letters  to  ASAP 


Game  Plan:  He  Who  Loses,  Wins  Losses  can  be 
so  valuable  that  our  resident  coach  even  has  a  few 
favorite  games  in  the  "L"  column  By  Bill  Walsh 

/\QThe  Value  Chain:  Don't  8e  Blindsided  by  the 
^  ^  Future  Why  do  first-clas.;  companies  have  so  much 
trouble  getting  a  clear  vision  of  the  future?  Because  the 
road  ahead  is  never  the  main  route.  By  William  Davidow 


Breaking  Away: 
Last  Resort  Mortgage 
underwriter  Candy  Robertson 
faced  a  dreary  commute  and 
lousy  public  schools  for  her 
son  in  Southern  California. 
Then  she  discovered  Edge  soft- 
ware and  split  for  the  good  life 
in  Sun  Valley.  By  Umberto  Tosi 

-|/^/^The  Big  Picture: 
I^O  A  Need  for  the 
Dreaded  Gatekeeper  With 
"Time's  winged  chariot  hurry- 
ing near"  who  will  guard  us 
from  the  flood  of  information? 
By  Virginia  I.  Postrel 

^  Q  Editorial  Index  People  are  known  by  the  company 
I  AmO  they  keep.  A  business  magazine  is  known  by  the 
companies  it  covers.  Welcome  to  ASAP's  list  of  those  we 
mention,  and  where  on  the  Web  you  can  reach  them. 

^4  00  The  Peters  Principles:  Opportunity  Knocks 

I  Eight  million  women  now  own  businesses  in 

America.  They're  buying  homes  and  cars,  airline  tickets, 
basketballs,  even  hammers.  Make  no  mistake:  They  are 
where  the  money  is.  By  Tom  Peters 
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elcome  to  FedEK  UirtualOrder 


Edit  View   Go    Bookmarks  Options  Directory  Window  Help 


•J 


Netsite:  http://www.fedex.com/virtualorder 


Increase  the  size 
without  increasing  the 

How  do  you  get  more 
customers  knocking  at  your 
door?  Have  them  delivered  by  FedEx.  With 
FedEx  VirtualOrderr  you  can  get  your  business 
up  and  growing  overnight. 

First  we'll  help  you  develop  an  electronic 
catalog  on  the  Internet  where 
potential  customers  everywhere  can 
find  you.  After  all,  it  is  the  World  Wide  Web. 
FedEx  VirtualOrder  will  also  help  you  update 
your  catalog  and  then  market  it  to  both  current 
and  potential  customers. 
Jmj^  Once  the  orders  start  coming  in, 

^^L'       this  fiilly  integrated  system  offers  you 
the  ability  to  seamlessly  process,  ship 
I  and  track  the  status  of  your  orders 

24  hours  a  day  FedEx  VirtualOrder 

©1997  Federal  Express  Corporation.  TOD  1-800-238-4461   "See  Service  Guide  For  Details. 


OP  YOUR  BUSINESS 

SIZE  OP  YOUR  BUSINESS.  ^ 

can  even  be  integrated  into  your  existing  inventory 
and  pricing  systems.  Finally,  once  your  orders  have 
been  shipped,  your  customers  won't 
even  need  to  call  you  to  track 
them.  Now  they  can  simply  do  it 
themselves  with  a  quick  visit  to  your  online  catalog. 

Your  customers  will  love  FedEx 
«af  VirtualOrder  because  it's  a  secure, 

easy  way  of  doing  business  with  on-time  delivery 
supported  by  the  FedEx  money-back  guarantee.* 
And  you'll  love  it  because  all  you  have  to  do  is  keep 
doing  what  you  do  best,  business  as  usual. 

So,  if  you  're  ready  to  expand,  visit  us  at 
fedex.com  or  call  us  at  1-888-546-5662,  and  we'll 
show  you  how,  with 
FedEx,  any  business 
can  do  big  business.       The  Way  The  World  Works." 


®J  I  Document:  Done 


"TM  fm©  CD  wiH  increase 


(number) 


diayst  making 


(number) 


(adjective) 


so  you  can  spend  more 


(verb) 


com.  CO  iivflllnhio  in  PC  (ocnrnt  only 


Just  imagine  what  the  real  stuff  can  do. 


Everyone  who  runs  a  small 
business  has  different  goals. 
You  just  need  some  time  to 
accomplish  them.  That's  why 
our  software  was  designed  to 
save  time.  So  you  can  do 
more  business. 

Let's  say  you  came  out  with 
a  new  product.  And  you  want 


to  let  the  world  know.  Well,  at 
least  potential  customers.  Just 
plug  in  the  information  and 
ACT!'"  provides  you  with  your 
contacts'  names,  their  addresses, 
phone  numbers,  the  last  orders 
placed,  the  name  of  your 
prospect's  spouse  and  dog. 

You  could  then  fax  the 
details  to  your  sales  leads 


simultaneously  from  your 
computer  with  WinFax  PRO!" 
No  more  hours  printing, 
standing  at  the  fax  machine 


or  battling  pesky  paper  jams. 

As  for  the  Internet,  the 
million  dollar  question  remains: 
time  saver  or  black  hole?  But 
thanks  to  Internet  FastFind,'" 
you  can  now  harness  several 
search  engines  at  once  without 
duplication.  Translation;  you 
can  find  stuff  on  the  Internet 
really  fast. 

Of  course,  you  won't  be 


Order  your 
free  trial  CD. 

Get  ACT!,  WinFax  PRO, 
Internet  FastFind 

and  Norton  Antivirus, 
free  for  30  days. 

Call  now 
for  your  trial  CD. 

1-800-835-6222 
ext.9L26 


harnessing  anything  if  you 
have  a  computer  virus.  If 
someone  brings  in  an  infected 
floppy,  then  zap.  Meltdown. 
Fortunately,  Norton  Antivirus'" 
detects  and  destroys  viruses 
and  repairs  infected  files. 

All  of  these  small  business 
solutions  include  LiveUpdater 


which  automatically  gives  you 
the  latest  software  updates. 
And  in  the  case  of  Norton 
Antivirus,  the  very  latest  virus 
definitions,  free  of  charge. 

You  see,  although  you  may 
have  filled  in  some  of  the  blanks 
differently,  Symantec's  small 
business  solutions  will  help 
everyone  have  time  to  do  more 

A/ 


business.  Check  out  our  CD 
that  allows  you  to  test  them 
in  your  own  work  environment. 

There's  no  to  waste. 

(  noun  ) 


SYMANTEC. 


All  other  brand  names  or  trademarks  arp  the  property  of  Iheir  respectivp  owners  ©1997  Symantec  Corporation  All  cifihta  reserved  In  Canada,  call  1-800-365-8641  In  Australia,  call  02  879-6577  In  Europe  call  31 -71  535  31 


l-x;ib>  lc  s  ncw  i-M  8mni  lapc 
drive,  based  on  lixabylc 
Vhiinmotli  icchiiDlos-v,  backs 
up  iO  C;H  of  data  in  liss  than 
2  hours.  Available  standalone 
and  in  Hxabylcs  auioniated 
tajie  libraries. 
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Our  Customers  Feel  Free,  to  pursue  interests  that  go  beyond 

computer  data  backup. They  realize  it  can  take  less  than  a  second  for  a  drive  crash,  virus 
or  voltage  spilce  to  destroy  their  most  valued  computer  component  —  information. 
But  they  also  know  their  priceless  data  is  backed  up  by  Exabyte. 

In  fact,  more  than  oiv:  million  Exabyte  tape  storage  devices  are  hard  at  v^^ork  right  now 
—  onboard  the  space  shiinlc  and  under  the  sea,  and  in  homes  and  offices  like  yours. 

Exabyte  is  the  large  st  company  dedicated  solely  to  the  design  and  production  of  tape 
storage  systems  —  v,   i-  <  .ip;icities  ranging  from  680  megabytes  to  3-2  terabytes. 
Today,  Exabyte  tape  <'nM  -  imd  automated  tape  libraries  remain  the  first  choice  of  the 
world's  leading  com}:  c      manufacturers  and  resellers. 


For  more  informati'  > 

Exabyte.  Since  1 


'  our  web  site  at:  http://www.exabyte.com 
lielping  you  make  the  best  of  backup. 


EXAlB^Tri 

www.exabyte.co 
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Cor|x)ralion  Exabyte  Corporation,  1685  38lh  Street.  Boulder,  Colorodo  80301  USA, 
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GET  READY  TO  DEFEND  THE  FREE  MARKET 

KARUiAARD 


Being  like  most  caring  people,  the  word 
itself-  capitalism!- makes  you . . .  what . . .  itch? 
Some  part  of  you,  anyway. 


Iet's  clone  George  Gilder.  One  is  just  not  enough.  The 
original  I'd  keep  in  his  current  job  as  a  technology  writer 
and  forecaster  of  the  first  rank.  Nobody  reads  the  future  in 
atom-sized  silicon  etchings  like  George,  or  can  spot  a 
B  gigadoUar  sure  thing  in  a  queue  of  photons  hustling  bits 
down  a  fiber  line  at  186,000  miles  per  second. 

Great  stuff.  Here  is  a  tip  on  how  to  read  George's  brilliant 
work  in  ASAP.  Let  his  keen  ideas  sink  in,  to  where  they  become 
second  nature — intuition.  Then  summon  it  to  shortcut  past 
the  background  noise  of  technology  news,  rumors,  prod- 
uct intros,  stock  panics,  hot  tips  and  momentum  plays, 
flaky  mergers  and  levitating  IPOs,  breezy  newsletters  and 
inhaled  gas  from  $3,500  conferences . . .  and  all  the  rest 
that  constitutes  the  buzz,  the  flow,  and  the  loop  of  the 
technology  industry.  Get 
beyond  the  Web  whis- 
pers, P.R.  whim-wham, 
trade  magazine  shouts, 
hype  and  bull  snort,  and 
you  can  actually  make 
some  money.  Yes — even 
now  in  this  year  of  drowning  tech  funds  and  yanked  IPOs.  (What 
bargains!)  Or  save  yourself  some  money.  Armed  with  Gilderian 
glimpses  into  the  future,  you'll  make  smarter  buys  of  tech 
products.  That's  what  George  does  for  us  now. 

Why  clone  him?  We  need  George  II  to  pick  up  where  the 
original  left  off  10  years  ago — really  need  him,  as  I'll  point  out. 

In  the  1980s,  George  wrote  on  economic  policy.  He  eloquently 
defended  the  pillars  upon  which  these  digital  miracles  now  daily 
occur . . .  the  freedom  of  scientific  inquiry . . .  the  right  to  pursue 
one's  dreams ...  easy  access  to  investment ...  the  mobility  of 
talent...  unlimited  choices  in  distribution  and  markets... 
uncapped  (and  totally  awesome)  rewards  for  achievement. 
Capitalism,  in  a  word. 
It  needs  defending  again. 

But  admit  it.  Being  like  most  modern  caring  people,  the  word 
itself,  capitalism,  makes  you ...  what ...  itch?  Some  part  of  you. 
Admit  it.  We  can't  escape  our  cuhure.  Our  cuhure  is  happy  to 
accept  the  fruit  of  capitalism,  only  to  spit  it  back,  like  some  NPR 
commentator ...  the  entire  Greed-Sin,  Red-in-Tooth-and-Claw, 
Orphan-Empty-Porridge-Bowl  dreary  lecture  coming  with  it. 

Know  what?  Capitalism  is  not  perfect.  It  rides  on  flawed 
human  agents— us.  But  I'll  take  it  any  day.  Capitalism  is  moral. 
It  celebrates  diversity,  not  of  color  or  gender  but  of  something 
far  deeper:  individual  talents  and  tastes.  It  asks  us  to  work  hard. 


show  discipline,  practice  thrift,  and  serve  our  fellows.  Capital- 
ism gives  more  than  it  takes.  It  encourages  the  winners  to  rein- 
vest, thus  to  spread  their  wealth  in  the  most  deserving  fashion. 
It  directs  the  energies  of  a  nation  toward  production  and  trade, 
away  from  war.  These  are  good  things — who  can  deny  it? 

Our  culture!  Or  haven't  you  noticed?  Newspaper  and  televi- 
sion stories  are  turning  up  the  heat  over  "income  inequality." 
The  very  phrase,  income  inequality,  rather  than  describing  what 
it  is — a  statistical  effect  of  successful  people  getting  rich  faster 
than  unsuccessful  people  getting  rich  —  takes  on  a 
Scrooge  pallor.  (As  if  your  hard  work  and  success 
dispatch  20  children  to  the  poorhouse.)  A  billionaire 
former  currency  trader  writes  an  article  in  Atlantic 
Monthly  implying  the  moral  equivalency  of  despotism 

and  capitalism  and  then 
winkingly  denies  he  said 
such  a  thing.  But  what 
the  heck — we  know 
what  George  Soros  really 
meant,  right?  He  knows! 
He  was  one  of  them! 
AFL-CIO  chief  John  Sweeney  plans  to  enlist  America's  clergy  in 
a  fight  against  free  trade  and  executive  salaries.  Sweeney  is  against 
free  choice  and  some  people  doing  well. 

You  may  ask:  Why  the  yap  about  capitalism's  critics?  What's 
this  got  to  do  with  computers,  software,  and  the  Net? 

Everything,  actually.  Computers,  software,  and  the  Net  now 
run  the  economy.  Moreover,  they  throw  free  enterprise  into  warp 
speed.  Without  mercy  or  remorse,  they  slice  through  decaying 
business  models,  defensive  managers . . .  they  humiliate  economies 
like  France's.  They  quickly  reallocate  capital  to  the  bold;  they 
elevate  the  industrious;  they  reward  lifelong  learners. 

Which  country  has  benefited  the  most  from  this?  Hint:  It's 
the  same  place  where  joblessness  is  down,  wealth  is  rising  and 
spreading,  human  life  spans  are  up,  etc.,  etc. 

Seems  obvious,  but  the  grand  argument  is  not  yet  won.  And 
since  it  is  not,  this  set  of  bad  things  could  happen:  America  loses 
its  heart  in  the  race  to  apply  the  new  digital  tools ...  catches  the 
French  disease ...  becomes  obsessed  with  income  gaps  and  job 
protection  ...  seeks  a  "Third  Way"...  submits  to  zero-growth 
fatalism . . .  elects  a  class-warrior  president . . .  bans  encryption  and 
e-cash . . .  attempts  a  "social  justice"  surtax  on  Net  use . . .  triggers  a 
spiral . . .  downward . . .  downward ...  to  Depression . . .  trade  wars . . . 
jingoism . . .  tough  talk . . .  saber  rattling . .  ."incidents". . .  War . . . 
It's  happened  before.       Comment  to  editor@forbesasap.com  ■ 
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shape  is^our  business  in? 


In  response  to  unprecedented  improvements  no  longer  ensure  Andersen  Consulting  helps  orga 
market  pressures,  many  p^aniza-  survival.  They're  seeking  cohesive  nizations  successfully  transform 
tions  are  reconfiguring  then^^lves.  solutions  that  dramatically  strength-  by  refining  and  re-aligning  alT 

their  entire  enterprise.  vi^lliJiBorTjppnents.  Our  work  with 


They've  recognized 
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If  we 
Open  the 
Pandora's 
boxofIC 
capitalization, 
there  will 
be  confusion, 
higher 
accounting 
costs,  and 
lots  of 
lawsuits. 


IC  Is  BS 

Baruch  Lev  ["Intellectual  Capital: 
riic  Old  Rules  No  Longer  Apply," 
April  7]  must  be  too  young  to 
remember:  IC  is  pure  and 
simple  BS.  During  the  Great 
Depression,  we  watched  so  many 
companies  go  down  the  tubes 
when  it  was  found  that  all  they 
had  was  blue  sky  for  capital. 
JOHN  S.  SPROATT 
Harlingen,  Texas 

I  cannot  agree  with  Mr.  Lev's 
conclusion  to  include  intangibles 
and  IC  as  assets  on  the  balance 
sheet.  I  have  worked  as  a  con- 
troller for  a  number  of  high 
tech  businesses,  and  I  can  raise 
many  objections  from  the  man- 
agement accountant's  viewpoint. 

•  Contrary  to  what  Mr.  Lev 
says,  most  R&D  projects  do 
not  have  easily  identifiable  or 
measurable  benefits.  From  my 
experience,  most  R&D  projects 
do  not  pan  out  for  years. 
Some  projects  even  are  aban- 
doned, only  to  have  a  portion 
of  them  unexpectedly  turn 
into  big  winners  years  later. 

•  He  has  too  much  confidence 
in  the  validity  of  "managers' 
internal  information." 


•  Today's  companies  are  able 
to  report  R&D  figures  in  sup- 
plementary schedules  in  their 
annual  reports.  So  why  do  we 
need  to  add  bogus  valuations 
of  these  same  expenditures  to 
the  balance  sheet? 

•  His  example  of  the  software 
industry  capitalizing  product 
development  costs  does  not 
apply  to  this  issue.  What  soft- 
ware companies  do  is  closer 
to  what  construction  compa- 
nies do  when  they  capitalize 
building  costs  on  unfinished 
projects. 

If  we  open  the  Pandora's 
box  of  IC  capitalization,  there 
will  be  confusion,  higher 
accounting  costs,  larger  audit 
fees,  and  lots  of 
lawsuits. 
JIM  MORONEY 
jmoroney@ 
pacbell.net 


I  agree  with  the 
spirit  of  John 
Rutledge's  article 
["You're  a  Fool  If 
You  Buy  Into 
This,"  April  7[. 
Long  after  IC  is 
a  forgotten  fad,  the  more  cash 
a  business  can  produce,  the 
more  the  business  will  be 
worth.  It  will  always  be 
important,  therefore,  for 
companies  to  gauge  their 
cash-generating  potential, 
the  key  output  variable. 
PETER  S.  COHAN 
Peter-Cohan@msn.com 

1  love  Forbes  ASAP.  However, 
after  finishing  the  latest  issue, 
I  found  myself  checking  the 
cover  to  see  if  it  was  dated 
April  1.  I  agree  with  John 
Rutledge:  "You're  a  fool  if  you 
buy  into  this."  I  was  especially 
dismayed  at  Michael  S. 
Malone's  presentation  of  Leif 
Edvinsson's  IC  metrics.  What 
drivel.  They  no  more  explain 
the  success  of  a  business  than 
a  runny  nose  explains  a  cold. 
STEVE  BERRY 
saberryffbcst.com 

Mr.  Malcu-  and  Mr.  Edvins- 
son  should  liave  better  things 
to  do  than  Ui  concoct  such 


inane  ideas.  Count  me  in  the 
John  Rutledge  camp. 
WILLIAM  E  STAATS 
wstaats@unixl.sncc.lsu.edu 

The  problem  with  intellectual 
capital  is  its  nebulousness. 
CHARLES  B.  WARREN 
1 04604.437@compuserve.com 

After  reading  the  articles  in 
your  April  7  issue,  I've  con- 
cluded that  the  very  idea  of 
trying  to  express  the  value  of 
intellectual  capital  in  mone- 
tary terms  is  quite  scary.  So 
far  no  asset  that  has  a  mone- 
tary value  has  escaped  taxes. 
Why  should  intellectual  capi- 
tal be  any  different? 

It's  not  sur- 
prising that 
Steven  Wallman 
and  the  SEC  like 
the  idea  of  IC  re- 
porting. We  need 
to  stop  the  peo- 
ple who  support 
the  drive  for  IC 
reporting  now. 
We  can't  afford 
for  them  to  med- 
dle at  such  a  fun- 
damental level  in  our  affairs. 
KERRY  LOYND 
KLoynd@msn.com 

Rutledge  10 
Touchy- Feely  0 
JOHN  BASARAB  III 
jackb@eskimo.com 

There's  another  way  of  look- 
ing at  IC:  If  you've  got  the 
capital,  you  don't  have  to  be 
all  that  much  of  an 
intellectual. 
ROBERT  ORBEN 
Falls  Church,  Virginia 

I  want  to  comment  on  the  IC 
articles  in  Forbes  ASAP.  A  ■ 
friend  of  mine  used  to  joke 
with  me  when  I  was  a  new  hire. 
He'd  say,  "Nikhil,  you  have  a 
lot  of  potential,  but  so  far  it  is 
only  potential."  Stock  markets 
have  lots  of  gambling  built 
into  them.  By  assigning  a  dol- 
lar value  to  "potential,"  it  will 
only  get  worse. 
NIKHIL  DAKWALA 
nikhil@ross.com 


IC  as  Asset 

You  made  a  great  contributioi 
to  the  debate  on  how  to  treat 
the  realities  of  the  new  econ- 
omy. You  covered  a  variety  of 
conflicting  opinions  on  the 
problem.  Congratulations!  Yet 
there  are  aspects  that  need 
more  attention.  A  few 
comments: 

•  The  term  "intellectual  capi- 
tal" is  too  limiting.  Many  new 
assets  go  far  beyond  the  Intel 
lect.  A  better  word  for  the 
new  assets  would  be  "mind- 
based  assets." 

•  The  practical  uses  of  new 
accounting  need  to  be  stressed 
so  it  becomes  part  of  every- 
day management,  not  a 
theoretical  exercise. 

•  High-quality  measurement 
methods  are  required  to  give 
credibility  to  this  new 
accounting. 

HANS  V.  A.  JOHNSSON 
hvaj@aol.com 

I  have  to  admit  I  am  pulled 
two  ways  in  the  IC  debate. 
As  an  economist,  I  can  agree 
that  many  expenditures 
create  continuing  value  for 
the  firm.  R&D  creates  future 
products.  Advertising  creates 
future  purchasing  and  good 
will.  Training  can  produce 
higher  future  productivity. 
But  as  a  management 
accountant,  I  have  no  idea 
how  to  measure  any  of 
this  stuff. 

This  problem  came  up 
during  the  1920s  when  firms 
regularly  increased  the  val- 
uation of  their  capital  assets 
based  on  supposed  "market 
valuations."  The  result  was  a 
long  stream  of  artificially 
inflated  income  figures  that 
contributed  to  the  stock 
market  mania.  So  after  the 
'29  crash,  a  number  of 
accounting  rules  were  insti- 
tuted to  protect  the  poor 
accountants  from  being  pres- 
sured into  cooking  the  books. 
It's  bad  enough  now.  I  cannot 
even  imagine  the  full  impact 
of  throwing  in  the  phantom 
asset  valuation  of  IC. 
GEORGE  L.  O'BRIEN 
obiewan@doitnow.com 
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She  remembers  the  "olden"  days. 
Before  color  television. 

Her  20-year-old  remembers  the  "olden"  days. 
Before  the  VCR. 

Her  10-year-old  remembers  the  "olden"  days. 
Before  the  CD-ROM. 

Her  four-year-old  will  remember  the  "olden" 
days,  too.  But  before  what? 


Trinitron"'    Walkman"'    Handycanl'-    Digital  Cell  Phone    What's  next? 


I  fitters  cont'd 


In  April 
1996  I  left 
Microsoft  with 
four  other 
managers  to 
start  a 
software 
company, 
which  we  just 
sold  in 
January  for 
$10  million. 


The  articles  on  intellectual 
capital  were  interesting,  but 
the  issue  of  employee  motiva- 
tion seems  to  have  taken  a 
backseat.  Is  a  company  better 
off  with  well-motivated  but 
less  intellectual  employees,  or 
is  the  company  better  off  with 
more  intellectual  employees, 
although  the  company  may 
not  properly  motivate  them? 
Perhaps  the  answer  is,  the 
more  intellectual  employees 
will  eventually  migrate  to 
employers  who  provide  higher 
motivation.  But  can  motiva- 
tion be  quantified? 
lAMES  G.  HERTZ 
NMXW78B@prodigy.com 

Shogun:  The  Fad 

Michael  S.  Malone's  recent 
summary  of  12  theories  of 
management  science  ["A  Way 
Too  Short  History  of  Fads," 
April  7)  was  excellent.  How- 
ever, he  omitted  the  Shogun 
theory,  which  I  think  explains 
a  lot  about  competitive 
behavior  in  the  derivatives 
industry  and  other  indu,.' 
particularly  young  industnt 
In  the  Shogun  theory,  each 
manager  leads  his  forces  into 


battle  against  the  appropriate 
department  (enemy)  in  his  own 
corporate  organizational  chart. 
If  he  wins,  he  takes  over  both 
departments  and  goes  after 
larger  prey.  Eventually,  he  drives 
all  opposition  from  the  corpo- 
rate battlefield  and  becomes 
Shogun  (president  or  chairman). 
BILL  MARGRABE 
bill@margrabe.com 

Mr.  Malone  writes  off  a  num- 
ber of  (now-defunct)  manage- 
ment initiatives.  The  key  to 
their  failure  is  not  in  the  sub- 
stance of  the  initiatives  them- 
selves (the  processes)  but  in 
the  people  responsible  for 
their  implementation. 
ANDREW  KIMBROUGH 
andrewkimbrough@ 
sprintmail.com 

Bashing  Catholics 

Contributor  James  Burke  man- 
aged to  pack  in  three  attacks 
on  the  Catholic  Church  in  "IC 
Equals  Power"  [April  7].  I 
thought  you  Americans  dis- 
dained British  bigots,  hence 
your  successful  effort  to  boot 
them  out  in  1776.  Pity  that 
you're  giving  them  soapboxes 
now  to  insult  60  million 
American  Catholics.  My  co- 
religionists in  the  info-tech 
industry — and  I  believe  I 
can  include  Catholic  CEOs 
like  Lou  Gerstner — were 
not  amused. 
DAVID  PAOLINI 
davep@opentext.com 

Below  Zero 

Rich  Willis  ["Major  Boo-Boo," 
April  7]  says,  "Negative  value 
has  no  equivalent  in  the  worlds 
of  objects  or  capital.  The  price 
of  an  object  never  goes  below 
zero."  Doesn't  a  superfund  site, 
which  costs  more  to  decontam- 
inate than  its  value  will  be 
after  decontamination,  have  a 
value  below  zero?  How  about 
a  radioactively  contaminated 
building  (something  with 
which,  alas,  I  have  some  expe- 
rience) that  must  be  decontam- 
inated at  a  cost  greater  than 
its  ultimate  value? 
MARSHALL  E.  DEUTSCH 
MED41@aol.com 


The  Cap  Tax  Cheer 

I  nearly  cheered  out  loud  on 
the  Stairmaster  in  my  health 
club  while  reading  your  editor 
letter,  "Why  the  Cap  Gains 
Tax  Should  Be  Zero"  [April  7]. 
In  April  1996  I  left  Microsoft 
with  four  other  managers  to 
start  a  software  company, 
which  we  just  sold  last 
January  for  $10  million.  With 
my  personal  proceeds,  I  have, 
so  far,  invested  in  two  tech- 
nology private  placements 
whose  business  plans  and 
aspirations  closely  resembled 
my  own.  Of  course,  if  my 
capital  gains  tax  had  been 
zero,  I  would  have  more 
money  to  back  more  ventures 
to  create  more  innovation. 
TONY  LIANO 
Vice  President, 
Information  Applications 
Division,  Verity 
tonyl@verity.com 

I'm  a  23-year-old  owner  of  a 
growing  landscape-design 
firm.  My  business  has  grown 
by  leaps  and  bounds  since  I 
was  in  high  school.  I've  now 
grown  out  of  space  in  my 
mother's  house.  I  have  been 
looking  for  a  building  for  my 
business.  However,  many  own- 
ers of  commercial  buildings 
are  unwilling  to  sell.  Why? 
The  main  reason  is  capital 
gains.  But  if  they  sold,  I'd  buy 
their  building  and  create  more 
jobs.  And  they  would  have 
liquid  capital  to  invest  else- 
where. But  instead,  growth  is 
halted  because  of  this  capital 
gains  law.  How  arcane! 
DOUGLAS  G.  FREER 
LawnLad@aol.com 

Good  effort  on  the  article 
about  capital  gains  tax  elim- 
ination. Same  old  story: 
"Government  cuts  off  nose 
to  spite  face." 
BARRY  HINCKLEY 
bbh@tiac.net 

I've  started  two  small  tech- 
nology companies,  am  work- 
ing on  a  third,  have  endured 
much,  and  haven't  gotten  rich 
yet.  Rich  Karlgaard  is  right, 
if  America  is  serious  about 


wanting  more  entrepreneurs  to 
start  the  small  companies  that 
create  most  of  the  new  jobs, 
the  only  moral  and  pragmatic 
rate  on  capital  gains  is  zero. 
Why?  In  the  same  issue  of 
Forbes  ASAP,  Tom  Peters 
["Thrashed  by  the  Real 
World,"  April  7]  put  it  well: 
"Startups  are  a  bitch." 
EDWARD  KRIESE 
kriese@msn.com 

The  capital  gains  tax  rate 
should  be  zero  for  all  capital- 
gainers,  not  just  high  tech 
entrepreneurs.  A  capital  asset 
has  value  because  it  will  gen- 
erate an  income  stream.  The 
selling  price  of  a  capital  asset 
is  the  net  present  value  of  that 
income  stream,  as  estimated 
by  the  buyer  and  seller.  The 
buyer  will  pay  income  tax  on 
that  income  as  it  is  accrued. 
The  capital  gains  tax  in  effect 
taxes  the  seller  on  the  income 
that  will  in  the  future  accrue 
to  the  buyer.  This  is  double 
taxation,  at  the  very  least. 
JOSEPH  P  MARTINO 
72437.2477@compuserve.com 

All  returns  on  investment 
should  be  taxed  equally.  This 
is  not  the  case  today,  because 
capital  gains  are  taxed  on 
nominal  gains  and  dividends 
are  taxed  at  both  individual 
and  corporate  levels.  But  when 
proposing  a  solution,  appear- 
ances matter  a  great  deal. 
Dividends  should  be  a  corpo- 
rate deduction  and  remain 
taxable  on  individual  returns. 

Similarly,  fixing  capital 
gains  by  reducing  the  rate  is 
an  approximate,  arbitrary 
(14%,  19%,  25.595%?)  so- 
lution that  will  be  forever 
subject  to  future  tinkering  and 
that  benefits  the  short-term 
(six-month)  investor  much 
more  than  those  who  would 
like  to  realize  appreciation  of 
corporate  ownership  or  stocks 
that  they've  held  for  decades. 
Indexing  gains  (to  the  CPI) 
may  have  its  complications, 
but  it  has  moral  standing  that 
will  be  critical  in  facing  down 
and  holding  a  line  against  the 
"fair  share"  folks  who  thrive 
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i Vhat  s  next  is  now. 


But  the  DVD  will  change  much  more. 
Like  the  way  we  watch  movies. 
Listen  to  multichannel  sound. 
Even  enjoy  our  computers. 

One  single  DVD  disc  (which  looks  just  like  a  CD) 

can  store  a  full-length  motion  picture  in  digital  surround  sound. 

Taking  home  theater  to  a  new  level. 

Not  to  mention,  new  places. 

Because  someday,  you'll  be  able  to  watch  DVDs  on  the  go, 
and  on  a  computer,  too. 

Plus,  our  DVD  video  player  will  also  play  your  music  CDs. 
Our  DVD-ROM  drive  will  play  your  CD-ROMs. 
We  thought  you'd  like  the  digital  world. 


Digital  Dream  Kids 

vvww.sony.com/electrcnics 


i'.l^^l  Sony  Electronics  Inc.  RcpnnJiiccion  iii  whole  cr  in  part  withom  wriitcn  permission  is  prohibited.  All  rii^n^  reserved. 
Sony,  flandycatn,  Walfcniaii,  anU  Trinitrtin  are  trademarkj:  tif  Sony.  WebTV'  is  a  imdemaifc  of  WebTV  N"eivvork.s,  Inc 


SONY 


Letters  cont'd 


If  bandwidth 
triples  each 
year  for  the 
next  25- 
and  creates 
trillions  in 
new  wealth- 
I  will  happily 
crap  Mr. 
Gilder  a  pair 
of  Tiffany  cuff 
Jinks, 


on  the  politics  of  envy. 
CHARLES  BALL 
cball@bu.edu 

I  support  your  concept  of 
zero  capital  gains  tax  on 
truly  long-term  gains.  The 
major  problem  with  capital 
gains  is  that  truly  long-term 
investments  are  raped  by  lack 
of  inflation  indexing. 
JOHN  R.  KNOX 
DelphiRoad@aol.com 

The  "Editor's  Letter"  was  one 
of  the  funniest,  wittiest  pieces 
of  writing  I've  read  in  a  long 
time.  You  had  both  my  hus- 
band and  me  in  tears.  We're 
American,  but  we  live  in 
London.  Forbes  ASAP  contin- 
ues to  be  one  of  my  jnain 
sources  for  keeping  in  touch 
with  technology  trends  and 
developments.  Thanks  for  a 
good  read. 
LINDA  CRANEY 
linda@prometheus.co.uk 

The  Cap  Tax  Jeer 

The  capital  gains  tax  should 
be  zero?  Oh,  yeah?  Wouldn't 
we  all  love  not  to  be  taxed?  if 
we  give  tax  breaks  to  individ- 


uals just  because  they  engage 
in  dubious,  risky  business, 
why  not  give  tax  breaks  to  the 
regular  schmoes  too?  Consider 
the  backbreaking,  heart- 
rending life  of  the  bluercollar 
worker:  forced  to  work  every 
day  for  a  lowly  annual  income 
of  $30,000.  Let  us  help  these 
poor  worker-heroes!  The  tax 
for  these  great  Americans 
should  not  be  30%  or  even 
15%.  It  should  be  zero.  Ha! 
C.  REGIS  WILSON 
t_pascal@zennet.com 

If  we  abolish  the  capital  gains 
tax,  armies  of  lawyers  will  get 
rich  creating  shelters  that  turn 
income  into  capital  gains. 
MARK  MAISONNEUVE 
markmaisonneuve@juno.com 

Wrong  to  Wank 

I  think  you  guys  need  an  in- 
ternational proofreader.  You 
have  a  fabulous  magazine,  but 
you've  demonstrated  with  your 
cover  ["Is  Intellectual  Capital 
the  New  Wealth. ..or  the  Latest 
Consulting  Wank?"  April  7] 
that  you  are  a  bunch  of 
wankers. 
DILL  FAULKES 
100347.561@compuserve.com 

On  the  cover  you  use  the 
word  "wank."  I  was  unaware 
that  Americans  used  this 
word.  I've  only  ever  heard  it 
in  England.  And  as  far  as  I 
know,  it's  not  a  word  to  be 
used  in  polite  conversation. 
SHELLY  WILSON 
shelly.wilson@firstdatacorp.com 

I  have  the  highest  regard  for 
the  moral  tone  of  your  publi- 
cation. Therefore,  I  am  sure 
that  you  are  not  aware  that  in 
a  large  part  of  the  Anglo-Saxon 
world,  the  verb  "wank"  is  a 
euphemism  for  "masturbate." 
RAY  FORSYTH 
RayHBF@aol.com 

Heavens,  no.  — Eds. 

Bye,  George 

Someone  should  take  away 
George  Gilder's  hookah,  and 
pronto.  If,  indeed,  bandwidth 
triples  each  year  for  the  ne.xt 


25  years — and  creates  trillions 
in  new  wealth  ["Fiber  Keeps 
Its  Promise," .April  7] — I  will 
happily  crap  Mr.  Gilder  a  nice 
pair  of  Tiffany  cuff  links.  Mr. 
Gilder's  whole  gig  seems  to 
depend  on  extrapolating  con- 
cepts to  absurdity,  and  I'm 
afraid  people  in  the  high  tech 
business  swallow  his  predic- 
tions (read  "whoppers")  far 
too  eagerly. 
JONATHAN  J.  WARD 
bizwriting@earthlink.net 

The  article  "Fiber  Keeps  Its 
Promise"  by  George  Gilder 
promises  a  future  of  exciting 
possibilities  as  a  result  of  a 
vastly  expanded  supply  of 
cheap  bandwidth.  George 
seems  to  be  at  a  loss  to  find 
uses  for  this  abundant  and 
cheap  bandwidth  except  to  use 
it  to  eliminate  all  the  routers 
and  switches  in  the  world. 
VINOD  BHARDWAJ 
vinod@controlnet.com 

A  Dressing  Down 

Despite  his  stated  protradition 
biases,  Owen  Edwards  com- 
pletely misses  the  point  of 
"the  slothful  ways  of  the 
bright  young  things  in  the  in- 
formation technology  busi- 
ness" ["Buttoning  Up  the 
Business,"  April  7].  It  is  pre- 
cisely because  we  do  not  don 
a  uniform,  which  anoints 
work  as  separate  from  per- 
sonal life,  that  we  are  such 
"bright  young  things."  Turning 
out  cutting-edge  products 
allows  neither  the  time  nor 
the  brain  space  for  sartorial 
indulgence. 
DAVID  H.  SKLAR 
sklar@student.net 

We  of  slovenly  work  appear- 
ance won't  be  happy  till  every 
suit  manufacturer  is  bankrupt, 
dry  cleaners  are  losing  their 
houses,  and  fashion  writers  are 
finding  real  jobs  with  a 
smidgen  of  dignity.  We  are 
guided  by  a  reverse  snobbery 
that  says,  "If  he  were  any  good 
at  all,  he  wouldn't  need  to 
look  good."  In  the  age  of  soft- 
ware, the  trend  is  certain  to 
continue.  Casual  Fridays  are 


the  proverbial  camel's  nose 

under  the  tent. 

STEVE  HIRSCH 

7 1 055.2527@compuserve.com 

Mr.  Edwards,  I  am  a  27-year- 
old  Seattle  native  who  is  a 
project  manager  in  the  IT 
world  with  a  successful  local 
startup  (AT&T  Wireless);  I 
would  like  to  say  most 
respectfully,  "You  have  missed 
the  boat,  grandpa." 

Most  of  the  time  my  team 
at  work  is  dressed  down.  This 
means  my  developers,  ana- 
lysts, team  leads,  and  I  dress 
for  comfort.  This  is  the  new 
world.  In  the  words  of  your 
Forbes  ASAP  cowriter  Bill 
Walsh,  this  is  the  "West  Coast 
offense." 
RICK  MYERS 
rick.myers@attws.com 

Still  Petered  Out 

I  guess  I  don't  recall  Tom 
Peters's  startup  endeavor  from 
previous  columns,  and  it  is 
not  revealed  in  his  current 
piece  ["Thrashed  by  the  Real 
World,"  April  7].  I'm  too  lazy 
to  dig  up  what  his  dream  was, 
or  is,  and  therefore  am  not 
sure  of  the  impact  of  his  plat- 
itudes. I  think  your  pages 
could  be  better  spent. 
MICHAEL  K.  McINERNEY 
mmci@allwest.net 

Maybe  Tom  could  use  a  rest 
from  writing  so  he  can  concen- 
trate on  his  latest  adventure(s). 
MIKE  WARD 
MikeWard@hotel.webtv.net 
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So  what  does  Bob  know  that  you  and  Ned 
don't,  besides  the  wingspans  of  ejrtinct  creatures? 
He  knows  about  Access"-  the  American  Airlines 
Interactive  Travel  Network™,  available  on  the  web 
and  with  Personal  J^ccess"  software. 

With  AAccess,  you  can  do  everything  from 
planning  trips  and  purchasing  tickets,  to  checking 
flight  schedules  and  information,  to  keeping  track 
of  your  AAdvantage  travel  awards  program  miles,  , 


AAccess 


1-3  Ltiil^  lidfjiSaiiialj 


Bob  knows  from  his  computer 
he  can  book  a  flight  (and  earn  up  to 
500  bonus  A^llldvantage^  miles  every 
time  he  does  so),  select  his  seat,  see 
what  movie  is  playing,  manage  his 
AAdvantage  account,  check  out  special 
AAdvantage  promotions  and  low 
Net  SA^er  Fares",  look  up  all  sorts 

of  flight  information  and  learn 
interesting  facts  most  humans  don't 
know  about  airplanes.  For  instance, 
did  you  know  a  Boeing  757  has  a 
wingspan  of  124'  10",  roughly  six 
times  that  of  the  average  pterodactyl? 
Bob  did. 


from  flights,  hotel  stays  and  rental  cars,  as  well  as 
award  levels.  All  from  your  computer.  And  right 
now,  you  can  earn  up  to  500  bonus  miles  with 
every  American  and  American  Eagle"  trip  you  book 
on-line  and  complete  by  the  end  of  the  year. 

So  why  let  Bob  have  all  the  fun?  Visit  A.ccess 
via  the  Web"  on  the  Internet.  Or  for  a  WINDOWS*- 
based  link  to  American  Airlines,  call  for  our 
Personal  AAccess  software. 


AmericanAirlines 

For  Internet  users,  AAccess  via  the  Web  is  located  at  www.americanair.com  To  order  Personal  AAccess  for  your  PC,  call  1-800-AACCESS  (222-2377). 


ncjn  Airlinc-s,  AAdvantage  andAmcrican  EagJc  aa-  ixgistcix-d  (nidcmarits.and  Nci  SAyVvcr  hares,  /VActcvs.  Ami-r 
it-ntan  s  rt-gjonal  airline  asMKiaic  American  Airlmo  aser\cs  llie  n^ln  to  change  AAdvant-ige  program  nilc 
[)()WS  IS  a  registered  tradcmarit  of  Microsoft  C-orporalion, 


Inrcraclivf  Travel  Netw.>r1i,Pen-)nal,\Acci 
IS.  travel  awards  and  special  nffcn.  at  an\ 


i  the  Web  are  trddcmar1ts,of  AmencanAirlinch.Inc  American  Ea^e 
ice.  and  to  end  the  .\Adv.inugc  pn>gram  with  six  months  notice. 


BILL 

HE  WHO  LOSES,  WINS 

WALSH 


TlHE  COVER  STORY  OF  THIS  ISSUE  is  about  failure.  So  as  some- 
one who  has  spent  his  life  in  the  world  of  sports,  I  feel  right 
at  home.  I've  had  my  share.  After  all,  to  go  undefeated  in 
athletic  competition  is  extremely  rare;  even  the  greatest 
of  champions  knows  what  it  is  to  lose.  In  his  best  year  at 
bat,  hitting  over  .400,  Ted  Williams  didn't  get  a  hit  far  more  often 
than  he  did. 

The  key  to  long-range  success  in  sports — and  in  business — 
isn't  how  you  deal  with  winning  but  how  you  deal  with 
losing.  Whether  you're  involved  in  football  or  selling 
software,  you're  going  to  be  facing  your  competitors 
over  time,  in  a  series  of  contests,  not  just  one.  Sooner 
or  later — and  I'd  choose  sooner  anytime — you're 
going  to  end  up  on  your  backside.  The  test  then,  as 
equestrians  will  tell  you,  is 
whether  you  can  get  on  your 
feet,  dust  yourself  off,  and 
climb  back  onto  the  horse. 

My  editor  here  at  Forbes 
ASAP  recently  told  me  about 
interviewing  an  investment 
banker  who  likes  to  hire  former  athletes,  not  because  they're  so 
competitive  but  "because  they  recycle  so  quickly  after  things 
go  wrong."  A  perceptive  move.  Getting  past  a  loss,  figuring  out 
what  went  wrong,  and  moving  on  are  essential  in  sports. 

But  not  all  athletes  learn  much  about  loss  early  in  their  careers. 
Schools  that  have  a  corner  on  recruiting  talent  (Penn  State,  the 
University  of  Miami,  and  Florida  State  come  to  mind)  may  win 
most  of  their  games  just  by  showing  up.  Athletes  from  such 
perennially  favored  teams  may  be  brilliant  performers,  yet  lack 
the  resilience  of  someone  from  a  struggling  team.  Just  think  of 
the  strength  of  character  it  took  for  the  basketball  players  at 
the  University  of  Arizona  to  bounce  back  from  a  season  where 
they  finished  fifth  in  the  PAC  10  conference  but  ended  up  win- 
ning the  NCAA  tournament. 

Epic  losing  streaks  aren't  an  option  in  business,  of  course.  So 
rather  than  simply  learning  how  to  roll  with  the  punches,  it's  vital 
to  develop  an  ability  to  revisit  failure  and  figure  out  what  the 
experience  can  tell  you.  Of  course,  you  have  to  do  the  former 
before  you  can  do  the  latter.  When  1  was  first  hired  by  the  San 
Francisco  49ers  in  1979,  I  replaced  a  coach  who  had  won  only 
two  games  the  previous  season,  so  I  fell  confident  I  would  make 
a  significant  difference  right  away.  When  I  finished  the  season 
with  exactly  the  same  number  of  lossi  .  as  my  predecessor,  I  had 
a  taste  oi'  failure  that  was  hard  to  swallow. 


Sooner  or  later- and  Td  choose 
sooner  anytime -you  are  going  to  end  up  on 
your  backside. 


The  next  year,  when  the  team  won  its  first  three  games,  it 
seemed  we  had  turned  the  corner.  Then,  in  a  stunning  reversal, 
we  lost  eight  games  in  a  row.  At  that  point,  I  felt  utterly  dis- 
couraged and  even  allowed  the  thought  of  resigning  at  the  end 
of  the  season  to  cross  my  mind.  If  we  hadn't  won  the  next  game, 
I  might  not  have  been  able  to  revisit  the  rocky  season  and,  by 
analyzing  its  meaning,  get  a  sense  of  where  the  team  and  I  were 
actually  headed. 

Though  our  wins  and  losses  were  still  disastrously  lopsided, 
it  turned  out  that  the  losses  of  my  second  season  were 
different  from  those  of  the  year  before.  The  most 
important  difference  was  that  statistically  the  Miners 
had  gone  from  27th  in  offense  to  6th,  and  the  scores 
of  our  losses  were  getting  closer  as  the  season  progressed. 

The  quality  of  failure  had 


f 


fundamentally  changed.  For- 
tunately for  me,  the  team's 
owner  had  never  had  a  win- 
ning team,  so  he  was  willing 
to  see  the  glass  as  half  full. 
When  you're  determined 
to  use  failure  as  a  school  for  success,  you'll  find  that  it's  easier  to 
hold  a  strategic  course  and  refine  the  plan,  rather  than  constantly 
second-guessing  yourself  Panic  subsides,  along  with  depression, 
embarrassment,  humiliation,  and  all  the  other  unhappy  by- 
products of  perceiving  failure  as  an  unmitigated  disaster. 

You  may  even  discover  that  you  look  back  fondly  on  certain 
failures.  In  retrospect,  my  favorite  loss  came  in  the  last  game 
of  the  1980  season.  We  played  the  Buffalo  Bills,  who  needed  to 
beat  us  to  win  their  division.  For  us,  the  game  might  have  been 
considered  meaningless;  after  the  grind  of  a  losing  season, 
San  Francisco  players  could  have  been  forgiven  for  wanting 
only  to  get  through  the  60  minutes  uninjured  and  go  home 
for  the  winter.  We  lost  the  game,  but  by  a  score  of  18  to  13, 
and  only  because  we  were  unable  to  complete  two  passes  in 
the  end  zone  in  the  last  seconds.  This  failure  had  success  writ- 
ten all  over  it. 

The  next  year  we  won  the  Super  Bowl.  We  had  learned  to  win 
by  learning  about  losing,  and  the  lesson  was  a  sustaining  one.  In 
1988  we  were  struggling  at  midseason  with  a  six-win/five-loss 
record  after  two  straight  defeats.  The  "word"  around  the  league 
was:  "The  49ers  are  finished."  For  us  it  was  business  as  usual.  No 
overreaction,  no  hysteria.  We  won  our  next  four  games  and  went 
on  to  beat  the  Bengals  in  the  Super  Bowl.  We  had  learned  that 
failure  beats  you  only  if  you  let  it.  ■ 
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PeopleSoft's  workflow- enabled  applications  route 
right  information  to  the  right  people  at  the  right 
e  in  the  right  form.  That  can  not  only  improve  the 
ductivity  of  your  organization,  but  can  also 
litate  business  process  redesign,  reduce  paperwork, 
1  automate  administrative  tasks.  Hows  that  for 
'king  hard? 

PeopleSoft's  workflow  is  open,  so  it  can  integrate 
ih  a  variety  of  third-party  products.  You  can  use 
ail  for  notiflcations,  and  electronic  forms  for  turn- 
around approvals.  Or  use  internet  forms  and 
ractive  voice  response  systems  to  communicate 
ii  PeopleSoft  applications. 

jterprise  business  applications  for  finance,  materials  mai 


And,  unlike  some  solutions,  PeopleSoft's  are 
flexible  enough  for  you  to  define  your  own  processes 
and  procedures.  In  other  words,  PeopleSoft  adapts  to 
the  way  you  work,  not  the  other  way  around. 

No  wonder  1350  organizations  worldwide  have 
chosen  PeopleSoft.  For  more  information  on  how 
PeopleSoft's  workflow  solutions  can  help  your  organiza- 
tion, call  800-947-7753  and  ask  for  our  workflow  white 
paper.  Or  visit  us  at  workflow.peoplesoft.com.  You'll 


discover  we  have  the  technology,  the 
people,  and  the  commitment  it  takes 
to  help  you  increase  your  productivity. 
Without  increasing  your  workload. 


igement,  distribution,  manufacturing,  and  human  resources. 


PeopleSoft.  Inc.  PeopleSoft  and  the  I'copkSoft  logo  arc  registered  trademarks  of  PeopleSoft,  Inc. 


NO  GUTS.  I  NO  GLORY. 


Join  the  Alamo  Small  Business 
Benefits  program. 

Now  your  small-to-midsize  company  can 
command  dramatic  savmgs  on  car  rentals, 
without  the  obligation  of  a  corporate  contract. 

Here's  what  you'll  get: 

■  25%  off  Alamo  Business  Plan  rates.  ■  No 
volume  commitment  ■  Free  Quicksih'ci  '" 
service  worth  $50  annually  per  traveler. 
Quicksilver "'  provides  a  complete  rental 
ti'ansaction  in  under  60  seconds. 


When  Its  your  time  and  money 


Travel  Smart'" 


*  Free  tank  of  gas.  ■  Unlimited  free  mileage.* 
■  No  airport  fees.  ■  No  city  surcharges.  ■  $3,000 
CDW  deductible'.  «  No  charge  for  additional 
drivers.  ■  Frequent  flyer  rewards.  ■  True  Blue'"' 
rewards  that  earn  points  toward  free  travel. 

.  Membership  is  free. 
So  join  Ahviio  Small  Busifiess  Benefits, 
and  start  aminii  travel  costs 
without  compromise. 

CaU  1-800-943-8800. 


*When  returned  to  cit>-  ot  rent.il  *M.iMimim  limit  on  your  personal  responsibility  for  rental  car  damage,  loss  of  use  or  tlieft, 
should  CDW  be  dcdn.ej  Al.uim  tl-.u.,,,-  ;„,,,  C.c«cr  ,\  \l,.r,,i-,  ,  ns  like  rhe  Cniilli,  Sedan  Deville 
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WILLIAM 

DON'T  BE  BLINDSIDED  BY  THE  FUTURE 

DAVIDOW 


IN  1876,  AS  TECH  LORE  has  it,  a  Western  Union  memo  declared 
that  the  telephone  had  "too  many  shortcomings  to  be  seri- 
ously considered  as  a  means  of  communication."  Decades 
later,  a  long  Hst  of  companies  bypassed  another  ground- 
breaking technology.  They  turned  down  the  rights  to  license 
the  basic  xerography  patents. 

The  list  of  companies  suffering  from  technology  shortsight- 
edness doesn't  stop  here:  None  of  the  important  manufacturers 
of  vacuum  tubes,  such  as  GE  and  RCA,  became  large  players  in 
the  semiconductor  industry.  Many  of  the  leading  tran- 
sistor manufacturers  never  accepted  the  integrated  cir- 
cuit, while  most  of  the  big  players  in  the  IC  business 
missed  out  on  the  microprocessor.  In  turn,  micro- 
Iprocessor  companies  were  slow  to  see  its  use  in  the  per- 
sonal computer.  They  fig- 
ured the  microprocessor's 
iprimary  use  would  be  as  a 
controller  embedded  in  cash 
registers,  stoplights,  indus- 
trial equipment,  and  the  like. 

Why  is  it  that  companies 
have  had  such  a  hard  time  seeing  the  future  with  20/20  vision? 
Reasons  often  cited  are  management  being  out  of  touch  with  the 
market,  or  companies  suffering  from  the  NIH  (not  invented  here) 
syndrome.  But  one  other  important  reason  for  management's 
myopia  receives  less  attention:  It  is  almost  impossible  for  anyone 
to  predict  the  path  that  a  new  technology  will  follow.  Success 
requires  a  number  of  other  advances  and  improvements  in  sup- 
porting technologies  before  its  benefits  can  be  fully  realized. 

Guglielmo  Marconi,  the  inventor  of  the  radio,  believed  his 
invention  would  be  used  primarily  for  point-to-point  commu- 
nication, such  as  talking  from  ship  to  shore.  It  took  low-cost 
receivers  to  spur  the  growth  of  a  much  larger  market — the  broad- 
cast industry. 

When  IBM  founder  Thomas  J.  Watson  Sr.  announced  that 
there  was  a  world  market  "for  maybe  five  computers,"  he 
could  not  foresee  the  string  of  inventions  that  would  shrink 
the  computer  to  a  box  that  sits  on  an  office  desk.  Watson  could 
only  imagine  what  he  could  see:  a  roomful  of  vacuum  tubes 
and  sockets. 

For  the  personal  computer  to  become  pervasive,  massive 
advances  had  to  be  made  in  semiconductor  and  magnetic  stor- 
age. Easy-to-use  operating  systems  had  to  be  developed.  And 
suites  of  application  software  had  to  be  written  with  the  hope 
that  people  would  want  them.  Who  would  have  guessed  that  a 


Why  don't  companies  see  the 
future  with  20/20  vision?  They  fail  to  heed  the 
importance  of  supporting  technologies. 


spreadsheet — VisiCalc — would  drive  the  sales  of  one  of  the  first 
PCs,  the  Apple  II? 

Also  difficult  to  foresee  is  if  society  will  resist  the  new  tech- 
nology. Except  in  extreme  circumstances  like  war,  most  inven- 
tions require  time  for  people  to  decide  whether  the  new  way  of 
doing  things  really  has  value.  People  were  slow  to  adopt  the  type- 
writer, for  example.  A  handwritten  letter  or  bill  was  considered 
more  professional  and  more  socially  correct. 

Failed  vision  is  not  a  thing  of  the  past.  Not  too  long  ago  the 
computer  industry  was  buzzing  with  predictions  about 
the  emergence  of  pen  computers  and  personal  digital 
assistants.  Millions  of  dollars  were  invested  in  forgotten 
pen-based  computing  companies  like  Go,  Slate,  and  Eo. 
Apple  alone  poured  millions  into  its  Newton. 

More  recently,  video-on- 
demand  was  the  rage.  Test 
trials  were  supposed  to 
blossom  into  huge  markets. 
Now  most  of  the  talk  about 
video-on-demand  has  been 
replaced  by  discussions  about 
how  to  speed  up  browsing  the  Internet  using  cable  modems  and 
attachments  to  the  TV  set. 

I  suspect  that  many  of  these  visions  will  come  true,  espe- 
cially ones  related  to  the  Internet.  What  will  not  change  is 
the  need  for  coordination.  Just  as  in  the  past,  the  success  of 
these  visions  will  depend  on  numerous  other  advances  and 
their  timing,  as  well  as  the  willingness  of  customers  to  alter 
their  habits.  More  business  on  the  Internet,  for  example,  will 
require  standard  methods  of  secure  payment,  better  network 
security,  more  bandwidth,  better  development  tools,  learning 
how  to  deal  with  customers  in  virtual  environments,  restruc- 
turing businesses  to  operate  in  virtual  environments,  and  cheap 
network  computers.  All  of  this  will  happen  over  time.  If  expe- 
rience is  any  teacher,  it  won't  be  today  or  tomorrow.  And  until 
this  infrastructure  reaches  critical  mass,  the  market  probably 
will  not  develop. 

We  will  not  see  any  of  this  clearly  if  we  focus  too  closely  on  the 
basic  invention  (or  concept)  and  fail  to  appreciate  the  advances 
in  supporting  technologies  and  the  required  social  transforma- 
tion. We  will,  however,  have  a  much  better  idea  of  a  technology's 
true  impact  if  we  step  back  and  see  the  entire  picture.  ■ 

William  Davidow  is  a  general  partner  with  Mohr,  Davidow  Ventures,  a  Silicon 
Valley  venture  capital  firm.  He  is  the  author  of  Marketing  High  Technology  and 
several  other  management  books. 
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GOING,GOING...GONE  PUBLIC 

SCHUMPEHR 


I FEEL  LIKE  RALPH  Kramden.  Always  getting  into  trouble  but 
fixing  everything  by  the  end  of  the  show.  Last  time,  if  you 
remember,  my  strategic  partner  Hungadunger  &  Hun- 
gadunger  had  threatened  to  walk  unless  I  sold  them  my 
company,  WebProfiler,  on  the  cheap — $3  a  share  for  80% 
of  a  company  they  didn't  own.  Fortunately,  their  stock  was  up 
more  than  30%  and  rising,  based  on  the  market's  perception 
of  our  joint  venture.  Sure,  we  were  dependent  on  them  (they 
were  our  sales  and  marketing  force,  after  all),  but  if  H&H 
walked,  its  stock  would  cave.  That  was  enough  to  hold 
off  H&H  while  I  jumped  into  action. 

We  filed  for  an  IPO,  or  initial  public  offering  for  the 
acronym-impaired.  We  needed  at  least  $10  million  to 
continue  our  leadership  position  and  reduce  our  depen- 
dency on  H&H.  The  IPO  was 
really  our  only  choice  and  a 
risky  one  at  that,  but  the 
beauty  is  you  convert  all  that 
damn  Series  A,  B,  C,  etc., 
preferred  stock  into  com- 
mon stock.  And  trust  me,  it 
was  appealing  to  have  the  VCs  and  H&H  own  the  same  class  of 
stock  as  me. 

First  thing  I  needed  was  an  investment  banker.  With  just  one 
hint  of  our  pending  IPO — one  whiff  of  the  fox — the  hounds 
jumped  into  action.  We  were  not  a  bunch  of  yahoos  or  general 
magicians,  meaning  we  were  not  a  concept  IPO.  We  had  real 
revenues,  now  $2  million  a  month,  a  100%  annual  growth  rate, 
and  PROFITS. 

Our  VCs  had  their  favorite  investment  bankers,  who  had  been 
stuffing  no-lose  hot  deals  into  their  accounts  for  years.  So  they 
pounced  first.  But  word  travels  fast,  and  eventually  I  met  with 
my  VCs'  investment  bankers  and  a  lot  more — 27  sets  all  told — 
before  I  cut  it  off. 

I  learned  quickly  that  I  was  paying  7%  of  the  $30  million 
to  $40  million  1  hoped  to  raise  from  these  bankers.  You  do 
the  math — that's  real  money.  Not  even  real  estate  agents  are 
paid  that  much.  This  is  the  last  great  fixed-rate  business  left; 
no  wonder  they  are  so  hungry. 

This  legion  of  bankers  and  research  analysts  all  carried  big, 
thick  "pitch  books"  that  some  poor  slobs  pulled  a  few  all- 
nighters  to  put  together  (and  then  we  "pitch"  in  the  garbage 
afterward).  Funny  thing,  the  pitches  were  all  the  same;  slick  ads 
for  the  bankers  that  showed  their  deals  going  up  and  their  com- 
petitors' deals  going  down,  and  each  positioning  us  to  investors 


I  learned  quickly  that  I  was  paying  7%  of 
the  $30  to  $40  million  I  hoped  to  raise  from 
these  bankers.  That's  real  money. 


in  exactly  the  same  way:  We  were  the  "Microsoft  of  Web  pro- 
filing," and  that  about  says  it  all. 

The  big  guys  came  first.  Paul  at  Morgan  Stanley  and  Brad 
at  Goldman  Sachs  proved  to  me  they  were  the  very  best, 
but  they  couldn't  explain  away  those  3D0  and  General  Magic 
disasters.  Besides,  these  guys  both  dressed  much  too  nicely 
and  had  research  analysts  who  had  never  seen  the  inside  of  a 
small  company. 

Frankie  at  DMG  claimed  all  the  Morgan  Stanley  deals  were 
really  his,  and  he  couldn't  explain  away  3D0  either.  Plus 
he  was  working  for  the  Germans,  yet  had  a  cheap 
Japanese  watch.  Goodbye. 

Met  the  Cocoa  brothers,  one  at  PaineWebber,  one  at 
Lehman — liked  them  both.  The  Lehman  Cocoa  kept 

inviting  me  to  play  golf  with 
his  big  cheeses,  who  were 
never  around,  always  playing 
golf,  I  guess.  Met  Steve  at 
Merrill,  a  little  too  hungry. 
Met  Clark  at  Montgomery, 
who  just  got  back  from  heli- 
copter skiing — heard  all  about  it.  He  kept  introducing  me  to 
traders  instead  of  bankers  and  research  analysts.  Scared  me  off. 
Needham  and  Volpe  had  firms  named  and  created  in  their  image, 
which  didn't  work  for  me. 

Got  advice  from  someone — may  have  been  a  New  York  cab- 
driver:  If  you  want  investors  to  think  you  are  a  technology  com- 
pany, there  are  four  firms  known  for  technology,  firms  that  have 
taken  public  every  technology  company  worth  knowing  about 
over  the  last  20  years.  They're  called  the  Four  Horsemen.  So  I 
met  Mike  and  Paul  at  Robertson,  Dan  and  Cristina  at  H&Q,  Mayo 
and  Bob  at  Alex  &  Sons,  and  just  Tommy  at  Unterberg  (well,  the 
last  one  is  the  remnant  of  a  fallen  horseman).  I  couldn't  decide, 
so  I  picked  them  all. 

I  let  Robertson  lead,  but  put  in  a  jump  ball  just  to  piss  every- 
one off.  This  basically  meant  that  they  each  got  25%  of  the  man- 
agement fee,  about  half  of  the  7%  that  I  paid.  But  the  other  half 
was  a  jump  ball.  They  all  had  to  earn  it  by  selling  individual  insti- 
tutions and  having  those  institutions  say  their  order  was  from 
a  particular  broker,  instead  of  going  for  a  free  ride  and  just 
collecting  their  fees  like  all  other  co-managers.  It  was  a  bold 
move — a  Ralph  Kramden  kind  of  move.  And  I  liked  it. 

The  unknown  entrepreneur  is  a  former  investment  banker  who  knows  Frankie,  the 
Cocoa  brothers,  Steve,  Mike,  Clark,  Dan,  and  Cristina.  Not  wanting  to  be  blackballed 
for  eternity,  he  chooses  to  keep  his  real  identity  a  secret. 
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In  the  heated  race  for  customers,  the  ; 
winner  takes  all.  And  today,  no  industry 
hears  the  pounding  footsteps  of  the 
competition  as  loudly  as  utilities.     .  ■ 
Deregulation  has  created  an  all-out 
sprint  to  build  loyalty  and  win  new 
customers.  Who  will  win  the  race?  The 
smart  bet  would  be  on  the  company 
that's  first  to  introduce  outstanding 
products  and  provides  their  customers 
with  world-class  service. 

That's  where  we  come  in.  We're 
CONNEXT  We  provide  innovative 
products  and  enhanced  customer 
services  to  utility  suppliers.  When  a 
company  partners  with  us,  their 
customers  will  benefit  from  CONNEXT 
exclusives  like  OutAlert™,  a  service 
that  alerts  customers  via  a  call  or 
a  page  whenever  a  power  outage 
occurs  -  a  tremendous  value  to 
businesses  with  perishable  inventories 
or  customers  with  a  second  home  or 
elderly  family  members. 

Another  CONNEXt  offering  is  our 
OneBill™  service  for  businesses  with 
multiple  locations.  By  consolidating  the 


bills  from  different  service  providers  into 
one  convenient  statement,  OneBill  can 
save  a  utility's  customer  thousands  of 
dollars  as  well  as  help  them  operate 
more  efficiently.  It's  only  one  part  of  our 
complete  customer  information  and 
billing  systems  for  all  types  of  utility 
service  providers.  CONNEXT  enables 
utility  suppliers  to  provide  customers 
with  flexible  pricing,  streamlined  billing 
and  intelligent  metering  as  part  of  a 
full-tilt  package  of  add-on  services. 

Bottom  line,  CONNEXT  adds  value  to 
any  utility  provider's  services.  If  you're  a 
business,  we  can  put  you  in  touch  with  a 
provider  that  offers  CONNEXT  products. 
If  you're  a  utility  supplier  who  would  like 
to  add  value  to  your  services,  we  can  put 
you  ahead  in  the  race. 

Be  first  now.  Call  1  -888-CONNEXT. 


Power  Tools  for  the  Utility  Industry 


Find  out  more  about  the  utility  shake-^p  at  www.connext.com/whitepapers3 


1  1 


M  l 


a  customer,  piease  noia. 
stomer,  please  hold, 
omer,  please  hold, 
er,  please  hold, 
er,  please  hold, 
please  hold, 
lease  hold, 
ease  hold, 
e  hold. 


roil 


nsiDmei;  piers. 


CAN  YOU  IMAGINE  HOW  YOU'D  BE  TREATE 
IF  YOU  WEREN'T  A  VALUED  CUSTOMER? 


4#^'v\,,    Don't  wait  for  your  local  phone 

(-J  ifj^    COMPANY   TO   CHANGE.    CHANGE  YOUR 


LOCAL    PHONE    COMPANY    TO  TCG. 

If  the  growth  of  your  business  has  been 
put  on  hold  by  an  unresponsive,  bureaucratic  local 
phone  company,  say  hello  to  TCG.  We're  the  other 
local  phone  company,  the  responsive  one — 
the  country's  largest  competitive  local  exchange 
company,  serving  57*  major  markets  nationvjide. 
What  makes  TCG  different?  At  TCG,  we  bring  a 


refreshing  customer-first  attitude  to  servicing  your 
business.  As  a  TCG  customer,  your  calls  are 
handled  by  a  live  person  who  knows  how  to  help. 
We  can  also  design  a  telecommunications  solution 
that's  tailored  to  your  business,  whether  you  need 
local  telephone  ser\'ice  or  advanced  data  serxnce 
applications.  And  you'll  find  TCG  can  do  it  all  at 
extremely  competitive  rates.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG, 
or  visit  our  web-site  at  www.tcg.com. 


1997  Tciccort  Communications  G.-vv.y  Inc. 
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ESSENTIAL  FUND-SWITCHING  SOFTWARE 

GIANTURCO 


{niMonocle  II  -  [Fidelity  SelecUl 
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COMPUTERIZED  INVESTING  was  born  in  the  early  '80s,  when 
picking  stocks — not  funds — was  the  dominant  interest 
of  most  investors.  But  now  funds  dominate.  New  kinds 
I  of  fund-picking  software  have  emerged  to  fill  this  niche. 
Fundamentally  different  from  older  market  analytical 
programs,  fund  software  is  geared  specifically  to  do  what  mutual 
fund  investors  need  most: 

•  identify  a  sleeper.  Because  they  are  collections  of  stocks,  mutual 
funds  are  almost  immune  to  the  heart-stopping  price  fluctuations 
of  individual  stocks.  For  them  the  danger  is  the  opposite:  A  fund 
may  simply  go  to  sleep.  A 
good  software  program  can 
ring  an  alarm  even  before 
the  fund  nods  off 

•  Beat  the  market.  Funds 
carry  a  risk  that  stocks  do 
not:  overdiversification.  The 
manager  of  a  fund  that  is 
too  diversified  (typically,  a 
formerly  successful  fund 
that  has  grown  too  big)  may 
find  it  impossible  to  beat 
the  market. 

It  is  surprising  how  few 
fund  managers  actually  do 
succeed  in  beating  the  mar- 
ket (only  13%  beat  the  Dow 
Jones  industrial  average  in 
1996).  Knowing  this,  many 
fund  investors  have  simply 
accepted  the  famous  dictum 
that  beating  the  market  over 
time  is  impossible. 

Perhaps  it  is  highly  unlikely  to  beat  the  market  indefinitely. 
But  it  is  certainly  possible,  particularly  with  a  good  software  pro- 
gram, to  beat  it  for  a  good  long  while,  and  thereby  make  quite 
a  lot  of  money.  Thankfully,  the  major  fund  groups  make  it  easy 
to  shift  an  investment  from  fund  to  fund.  The  cost  of  moving 
your  money  around  varies,  and  there  are  special  rules  that  must 
be  observed.  But  the  fact  that  you  can  make  these  chess  moves 
easily,  especially  if  you  use  the  latest  fund-picking  software,  is 
a  remarkable  advantage  of  mutual  funds  over  stocks.  (The  equiva- 
lent commission  costs  for  stocks  would  be  striking.) 

•  Avoid  doomsday.  Some  fund  traders  are  interested  in  mak- 
ing only  one  switch — the  big  switch  on  the  day  before  a  crash. 


Close 
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Jump  Time  To  help  investors  time  their  moves  from  one  wiiming  mutual 
fund  to  the  next.  Monocle  software  program  compares  the  performance  of 
a  mutual  fund  (Fidelity  Select  Electronics)  to  a  benchmark  (the  S&P  500). 


They  use  fund  software  to  monitor  the  markets  as  well  as 
their  own  investments.  Because  funds  are  less  volatile  than 
stocks,  they  are  essentially  prepackaged  indicators  of  economic 
shifts  and  trends.  Watchful  and  fortunate  fund  investors  will 
likely  have  time  to  exit  the  market  altogether  in  advance  of  a 
major  correction. 

Monocle  II,  from  Manhattan  Analytics  in  Manhattan  Beach, 
California,  is  one  software  program  that  takes  advantage  of  the 
unique  moneymaking  features  of  the  mutual  fund.  Monocle 

is  different  from  popular 
mutual  fund  selection  pro- 
grams available  from  Steele 
Systems,  Morningsta>,  and 
Value  Line  Publishing.  All 
these  major  programs,  basi- 
cally databases  of  mutual 
funds,  are  quite  compre- 
hensive. They  each  supply 
detailed  performance  data 
on  many  thousands  of 
funds.  But  they  provide  no 
explicit  guidance  on  selling 
or  switching  funds. 

Monocle  does.  The  pro- 
gram, which  emphasizes  the 
major  fund  groups  (Fidelity, 
Vanguard,  etc.),  assumes 
that  all  funds  have  their 
moments  of  glory,  then 
fade.  It  highlights  solid 
funds  you  can  use  as  vehi- 


cles in  a  switching  strategy,  that  is,  in  a  systematic  effort  to  ride 
the  winners.  Because  the  database  is  compact  (1,500  funds),  it 
can  be  updated  frequently  via  modem  without  running  up  big 
bills  for  downloading  data.  In  fact,  some  traders  update  it  nightly. 

The  database  of  selected  funds  is  as  finely  detailed  but 
not  as  comprehensive  as  those  of  competitive  programs  such  as 
Value  Line  and  Steele.  The  database,  however,  constitutes  only 
a  fourth  of  the  Monocle  program.  It  also  includes  charting,  port- 
folio management,  and  something  called  "dynamic  allocation" — 
simply  put,  a  switch  engine  for  fund  traders.  The  Monocle 
database  is  organized  as  a  spreadsheet,  with  the  names  of  the 
funds  down  the  left-hand  column.  Adjacent  columns  display 
values  such  as  one-year  returns,  three-year  returns,  beta,  alpha, 
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Sharpe  ratio, 
Trcynor  statis- 
tics, and  so  on.  I  he  statistics  are  of  three 
types:  reward,  risk,  and  both — that  is, 
risk-adjusted  rewards. 

Because  this  is  a  program  that 
emphasizes  fund  trading,  there  are 
columns  showing  short-term  fund  per- 
formance for  periods  of  days,  weeks,  and 
months.  As  is  customary  for  fund  data- 
bases, the  whole  spreadsheet  can  be 
sorted  on  any  selected  column.  A  typi- 
cal procedure,  for  example,  involves  sort- 
ing all  1,500  funds  in  descending  order 
of  one-year  returns,  so  that  the  winner 
surfaces  at  the  top. 

Reward  statistics  include  historic  fund 
returns,  both  absolute  and  as  measured 
against  benchmark  indexes  such  as  Nas- 
daq or  the  S&P  500.  Risk  measures  assess 
fund  volatility  and  how  closely  the  fund 
follows  the  moves  of  the  market.  These 
measures  are  mathematically  sophisti- 
cated, but  the  software  uses  plain 
language.  The  "ulcer"  index,  for  exam- 
ple, is  a  measure  of  the  irritation  you 
might  experience  in  waiting  out  the  deep 
valleys  in  a  fund's  performance.  A 
historic  record  of  a  fund's  "drawdown" 
shows  you  the  greatest  percentage  loss 
in  a  fund  over  a  stipulated  period  of 
time.  It  is  a  worst-case  scenario  that 
immediately  makes  sense  to  novices 
learning  the  program. 

Assessing  statistical  risk  is  not  some- 
thing you  can  do  well  with  an  individ- 
ual stock.  One  anomalous  news  event 
can  knock  your  risk  projections  into  a 
cocked  hat.  Last  winter,  the  factory  roof 
of  a  medical  device  manufacturing  com- 
pany whose  stock  1  follow  collapsed 
under  heavy  snow.  No  one  was  hurt,  but 
production  stopped.  1  low  tlo  you  predict 
something  like  this  with  a  spreadsheet? 
You  can't.  But  with  a  fund,  because  it  is 
a  collection  of  many  different  stocks,  sta- 
tistical risk  projections  are  inherently 
more  realistic.  This  matters  if  you  intend 
to  trade.  With  Monocle,  fund-trading 
decisions  arc  driven  by  technical  timing 
tools  long  familiar  to  stock  traders:  mov- 
ing average  crossovers,  trendline  pene- 
trations, and  swings  of  relative  strength. 
The  charting  package  will  display  these 
indicators;  charts  can  !^e  marked  with 
arrows  to  indicate  buy  anJ  sell  points. 
The  dynamic  allocation  m^  Julc  will 


back-test  trading  strategies  to  see  how 
well  they  would  have  fared  in  the  past. 

•Back-testing  is  common  in  stock- 
trading  software.  But  this  program  dif- 
fers from  stock-trading  programs  in  two 
important  respects,  it  tests  not  only  sin- 
gle trading  vehicles  but  also  portfolios 
of  mutual  funds.  And  it  takes  into 
account  the  rules  you  need  to  follow  to 
minimize  your  transaction  costs.  For 
example,  there  may  be  a  requirement  to 
stick  with  a  newly  purchased  fund  tor  30 
days.  Monocle  takes  these  rules  into 
account  in  testing  trading  systems,  so 
you  don't  come  up  with  a  strategy  you 
cannot  use  in  the  real  world.  If  you  need 
help  getting  started  on  strategies,  the 
program  comes  with  an  example  of  a 
trading  system. 

In  addition  to  timing  signals  gener- 
ated within  the  program,  signals  can 
also  be  imported  via  modem  from 
third-party  vendors  who  sell  trading 
systems.  Monocle  has  been  around  long 
enough  to  have  developed  a  cult  fol- 
lowing. User  groups  dot  the  country, 
and  an  independent  newsletter.  Achieve 
Profits,  is  based  in  Boca  Raton,  Florida. 
All  these  enthusiasts  are  good  sources 
for  help  and  ideas. 

Monocle  II  is  fast  and  intuitive.  The 
manual  is  helpful.  The  program  itself  is 
essentially  a  short  course  in  fund  evalu- 
ation and  trading.  The  program's  purpose 
is  to  help  you  stay  invested  in  the  win- 
ning funds  while  they  are  winning,  and 
then  switch  funds  to  keep  on  winning. 
The  program  cannot  make  these  judg- 
ment calls — you  must.  But  it  can  provide 
the  tools  you  need  to  do  what  is  neces- 
sary: identify  a  sleeper,  beat  the  market, 
and  avoid  that  inevitable  day  of  doom. 

Getting  plugged  in:  Monocle  II  requires 
486-66  or  better  with  Windows  3.1  or 
higher;  8  megabytes  of  RAM;  16  mega- 
bytes of  disk  space;  9,600-baud  modem. 

•  Costs:  $249  with  Dynamic  Asset  Allo- 
cation module,  $149  without  it.  Toll-free 
daily  updates  via  modem  $20  per  month. 
A  30-day  trial  copy  of  Monocle  is  $9.95. 

•  Phone:  800-251-3863  (www.investor 
square.com).  ■ 

Michael  Giantuno,  the  author  of  How  to  Buy  Tech- 
nology Stocks  (Utile,  Brown,  1996),  is  the  president 
of  Prineetoii  Portfolios,  an  asset  management  firm 
specializing  in  science  and  technology  stocks. 


34    fORBES  ASAP    June  2,  1997 


HOW  TO  HOLD  JQ  floppy  disks 
IN  THE  PALM  OF  YOUR  HAND. 


NEW,  LOWER  PRICE. 

Visit  your  Local  retail  store 

or  corporate  reseller, 
or  you  can  even  see  us  at: 
www.iomega.com 


TONS  OF  STORAGE  SPACE. 

Increase  your  storage  space  — 
100MB  at  a  time  for  as  low  as 
$12.95  per  disk  after  rebate. 

Perfect  for  storing 
and  running  your  whole  office. 


COMPLETE  PORTABILITY. 

The  Zip'"  drive  and  Zip  disks  are 
small,  lightweight,  and  rugged. 

Which  means  you  can  take  work 
home,  on  the  road,  or  anywhere 
else  you  need  to  go. 


FAST,  EASY  BACKUP. 

Hooks  up  fast  to  your  PC  or  Mac. 
And,  at  up  to  20  times  faster  than 
that  old  floppy  drive,  it's  great 
for  making  copies  of  everything. 
So  the  next  time  your  computer 
spazzes  out,  you  won't. 


'ER  FIVE  MILLION  OUT  T  H  E  R  E.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
rywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  perfect  complement  to  the  enhanced 
io  and  visual  capability  of  today's  MMX™  technology-based  systems.  And  with  so  many  Zip  drives  out  there, 
more  than  just  compatible,  it's  universal. 

BECAUSE     it's     YOUR     STUFF . " 


1 


Iomega. 


1'  Iomega  Corporation.  Iomega  and  the  Iomega  logo  are  registered  trademarks,  and  Zip  and  "Because  It's  Your  Stuff  are  trademarks  of  Iomega  Corporation,  MMX  is  a  trademark  of 
lorporalion  All  other  trademarks  are  the  property  ol  their  respective  holders.  Prices  listed  are  estimated  street  prices  Actual  prices  may  vary.  Zip  is  compatible  with  Windows® 95, 
T,  DOS,  OS/2,  and  Mac  OS  Up  to  20  times  faster  using  the  SCSI  or  IDE  models,  up  to  5  times  faster  using  the  parallel  port  model. 


Tsmc 


Introduces  the  Virtues 
of  the  Virtual  Fab 


TSMC  introduces  the  virtual  fab.  It's  the  perfect  solution  for  fabless  chip 
designers.  And  because  we  offer  the  industry's  most  advanced  technology  and 
most  cost  effective  manufacturing  service,  it  even  makes  sense  as  a  prime  source 
for  those  with  their  own  fab  facilities.  •  The  virtual  fab  gives  customers  complete 
and  immediate  information  on  products  throughout  every  stage  of  TSMC's 
advanced  manufacturing  operation.  From  order  entry,  technical  support, 
production  status,  engineering  and  reliability  data,  to  shipping  status.  With 
information  instantly  at  your  fingertips,  the  virtual  fab  achieves  significantly 
shorter  delivery  times  and  service  without  precedent  in  the  industry. 
•  Customers  may  now  enjoy  all  the  real-time  conveniences  of  an  in-house 
fab  with  the  added  advantage  of  conserving  capital.  •  As  always,  we  prize  and 
protect  intellectual  property.  With  TSMC  as  a  partner  and  assurance  of  access  to 
leading  edge  technology,  customers  are  better  able  to  focus  on  design.  •  TSMC. 
Forging  a  future  in  the  information  age,  where  possibilities  are  virtually  endless. 


TSMC,  121  Park  Avenue  III,  Science  Based  Industrial  Park,  Hsin-Chu,  Taiwan,  R  O  C.  •  Ph:  886-35-780221,  Fax:  886-35-781545 
TSMC-Europe,  World  Trade  Center,  Strawinskylaan  1145,  1077  XX,  Amsterdam,  The  Netherlands  •  Ph:  31-20-5753105,  Fax:  31-20-5753106 
TSMC-USA,  1740  Technology  Drive,  Suite  660,  San  Jose,  CA  951  10  •  Ph:  408-437-8762,  Fax:  408-441-7713 


Why  Merrill  Lynch I 

J.  C.  Penney,  Wells  Fargo,  ^ 

and  Others  Turned  Their  {||| 

Old  Mainframe  Computers 

into  Hot  Web  Servers.  ^  . , 

#111 


For  two  weeks  last  fall,  Merrill  Lynch  technology  vice 
president  Jeff  Savit  noticed  what  he  jokingly  calls  a  "pathologi- 
cal request"  coming  into  his  company's  stock-quote  Web  page. 
Every  day  around  closing  time,  someone  in  cyberland  was  fetch- 
ing price  quotes  for  9,500  stocks  at  once,  from  a  system  intended 
to  deliver  a  handful  at  a  time. 

On  each  occasion,  the  company's  Web  site  handled  the  request 
effortlessly,  taking  about  three  minutes  to  spit  out  the  informa- 
tion. And  it's  no  wonder.  Sitting  under  the  Web  server  software 
was  a  powerful  and  time-honored  piece  of  technology:  a  main- 
frame computer. 


By  Mark 


Merrill  Lynch  is  just  one  of  many  compa- 
nies discovering  that,  in  computing,  you  can 
teach  old  dogs  new  tricks.  Not  long  ago  dismissed  as  a  stoic  Rin 
Tin  Tin  in  the  flashier  Scooby  Doo  era  of  Pentium  and  RISC  (re- 
duced instruction  set  computing)  technology,  the  mainframe 
computer  is  proving  itself  to  be  a  worthy  Web  server. 

That  is  not  to  say  companies  are  rushing  out  to  buy  main- 
frames specifkally  to  work  as  Web  servers.  Even  mainframe  Web 
advocates  consider  that  a  ludicrous  notion.  But  between  70% 
and  80%  of  the  world's  corporate  data  still  resides  on  mainframes, 
according  to  the  Meta  Group,  a  research  company  based  in  Stam- 
ford, Connecticut.  As  Web  sites  increasingly  tie  into  all  this  vital- 
ity, why  not  link  the  software  that  supports  those  sites  with  the 
data  on  the  mainframes? 

The  idea  has  made  sense  to  more  than  a  few  companies  and 
organizations.  Boeing,  Bank  of  America,  Wells  Fargo,  J.  C.  Pen- 
ney, N;Uionwide  Insurance,  3M,  Failure  Analysis  Associates, 
Lehman  Brothers,  the  U.S.  Food  and  Drug  Administration, 
Commonwealth  Edison  (ComEd),  Princeton  University,  and 
the  University  of  Illinois,  just  to  name  a  few,  have  now  become 
mainframe  Web  practitioners. 

Their  usei  for  mainframe  Wob  serving  range  from  dissemi- 


nating internal  memos  to  providing  access  to  key  data  and 
sophisticated  applications  both  inside  and  outside  their  orga- 
nizations. Rather  than  turning  to  Netscape  or  Microsoft  for 
server  software,  they  are  buying  it  from  mainframe  specialists 
such  as  IBM;  the  VM  Software  Division  of  Reston,  Virginia, 
mainframe  veteran  Sterling  Software;  and  San  Jose,  Califor- 
nia-based startup  Beyond  Software.  Versions  are  available  both 
for  the  VM  mainframe  operating  system  and,  more  recently,  for 
IBM's  designated  mainframe  operating  system  of  the  future, 
OS/390.  Users  pay  $5,000  to  $100,000  for  the  software,  depend- 
~~~~  j  I  ing  on  the  size  of  their  mainframes.  A  free 
rIdlDCr  version  is  available  too,  designed  by  Rick 
 L  i   Troth  of  BMC  Software  (uaIvm.ua.edu/~troth/ 


rickvmsw/  rickvmsw.html ) . 

"Mainframe  Web  servers,"  says  Mark  Krause,  an  informa- 
tion technologist  at  utility  company  ComEd,  "take  advantage  of 
existing  mainframe  tools  and  processes,  so  management  of  the 
Web  server  adds  little  to  our  workload,  and  Web-based  appli- 
cations are  going  to  run  best  and  fastest  on  the  same  platform  as 
the  data." 

But  like  all  apparently  good  technology  ideas,  the  mainframe 
Web  server  has  its  detractors.  Microsoft  chairman  Bill  Gates, 
who  has  made  billions  overihe  last  decade  bumping  the  mono- 
lithic mainframe  out  of  the  computing  spotlight,  is  among  them. 
With  sarcastic  technohubris,  the  Wizard  of  Windows  scoffs  that 
the  mainframe  share  of  the  Web-serving  market,  "as  a  percentage, 
is  a  rounding  error."  Market  research  firm  International  Data 
Corporation  (IDC)  pegs  it  at  about  1%. 

One  of  Gates's  major  adversaries  in  the  Web-serving  busi- 
ness, Netscape,  is  far  more  open-minded.  Although  Netscape 
makes  its  living  selling  Web  server  software  for  RISC  and  Pen- 
tium machines,  the  company  realizes  that  some  corporations  will 
want  to  put  their  mainframes  to  Web-serving  use.  So  while 
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put  heroics,  security,  and  manageability — now  apply  to  mak, 
ing  a  case  for  the  mainframe  as  a  Web  server. 

Why  should  these  rationales  have  any  more  weight  now?  /■ 
partial  answer  is  that  mainframes  are  a  lot  cheaper  and  les 
beastly  than  they  used  to  be.  Granted,  despite  annual  hardwan 
price  declines  of  30%  to  35%,  mainframes  remain  twice  as  expen 
sive  as  Unix  systems  on  a  strict  hardware  and  software  com 
parison,  says  Meta  Group  vice  president  Carl  Greiner.  But  wher 
support  is  factored  in,  Greiner  adds,  the  cost  of  mainframe  own 
ership  "can  be  equal  to  or  less  than"  the  cost  of  running  Uni> 
systems.  IDC's  Floyer  notes  that  since  1990  the  price  of  main 
frame  mips  (millions  of  instructions  per  second)  has  taken  i 
10-story  plunge,  from  $93,000  per  mip  to  $9,700. 

At  the  same  time,  they  have  shrunk  about  tenfold  in  size 
Wayne  Resnick,  who  as  client/server  manager  for  Menlo  Park: 
California-based  Failure  Analysis,  claims  no  mainframe  biases. 
But  he  remembers  when  Failure  swapped  mainframes  in  1991: 
"The  old  one  went  out  on  a  crane,  and  the  new  one  came  up  in 
the  passenger  elevator."  And  that  was  before  the  use  of  CMOS 
circuits  in  place  of  bipolar  logic  allowed  manufacturers  such  as 
IBM,  Hitachi,  and  Amdahl  to  make  less  expensive  "big  boxes" 
that  don't  require  bulky  water-cooling  systems. 

A  FRIENDLY  FACE  Ironically,  the  Web  has  rejuvenated  main- 
frames by  making  it  possible  to  access  them  with  a  friendly 
graphical  interface.  As  Bank  of  America  system  programmer  Vince 
Allio  dryly  told  an  audience  at  the  SHARE  IBM  users'  conference 
in  San  Francisco  last  March,  the  traditional  green-screen, 
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U  O  I  r\  A  r  Netscape  itself  isn't  developing  mainframe 
rlOlL/d  server  software,  it  is  discussing  strategic 
alliances  with  IBM  and  Beyond  Software,  according  to  Netscape 
chief  information  officei  Larry  Geisel. 

And  here's  a  news  flash:  Microsoft  isn't  completely  populated 
with  Windows  NT  bigots.  Admits  Hal  Antonson,  an  associate 
technologist  with  Microsoft's  Information  Technology  Group, 
"Some  of  the  best  Web  sites  I've  logged  on  to  have  been  run  on 
a  mainframe" 

According  to  IDC  analyst  David  Floyer,  what's  really  driving 
corporate  interest  in  mainframe  Web  serving  is  the  emergence 
of  Web-based  business  processes  and  applications.  Today's  Web, 
notes  Floyer,  is  mostly  used  for  collaborating  as  well  as  lor  shar- 
ing documents  and  exchanging  messages.  But,  he  predicts,  as  bus- 
inesses tie  nitty-gritty,  day-to-day  processes  such  as  order  taking 
and  transaction  processing  to  the  Web,  they  will  increasingly  load 
their  Web  sites  onto  the  mainframes  that  anchor  those  functions. 

Banks  could  save  millions  by  tying  their  mainframe  transaction- 
processing  systems  into  a  Web  site  for  consumers,  he  says,  explain- 
ing that  a  teller  transaction  costs  a  bank  up  to  $2.50,  compared 
with  a  mere  15  cents  or  less  for  an  automated  transaction.  No 
wonder  Wells  Fargo  has  started  using  a  mainframe  Web  server 
for  internal,  non-mission-critical  processes.  If  successful,  the  tech- 
nology could  have  broad  business  implications. 

Other  factors  driving  companies  to  gussy  up  their  dowdy  old 
mainframes  have  a  familiar  ring  to  them.  The  same  arguments 
that  mainframers  have  used  to  oppose  client/server  computing — 
namely,  that  mainframes  offer  reliability,  performance,  input/out- 


character-based  mainframe  terminal  "certainly  is  an  acquired  taste." 

What  Gates  does  not  dispute  is  that  companies  benefit  from 
tying  their  Web  sites  into  their  legacy  databases.  But  Gates  would 
have  the  companies  do  that  by  loading  their  site  on  an  NT  Web 
server  and  using  a  Microsoft  mainframe  connectivity  product 
to  tie  into  the  mainframe  database. 


RIGHTSIZING  THE  PLATFORM 

No  one  is  suggesting  that 
mainframes  will  become  the 
predominant  platform  for 
Web  serving.  In  fact,  just 
about  every  company  using  a 
mainframe  server  is  quick 
to  note  that  it  is  also  deploy- 
ing Unix-  and  Pentium-based 
Web  servers. 

"It's  not  that  the  main- 
frame is  taking  over  the  world  again,"  says  Savit  of  Merrill  Lynch. 
"It's  just  that  you  can  make  a  good  technology  business  decision 
based  on  your  needs." 

Many  Web  users  who  get  to  Merrill  Lynch's  stock-quote  page, 
for  instance,  have  gone  through  its  home  page,  which  actually 
sits  on  a  separate  Web  server  housed  on  a  RISC  platform. 

But  for  Savit,  the  decision  to  load  the  stock-quote  page  on 
the  mainframe  was  easy.  The  choice  of  a  platform,  he  says,  comes 
down  to  the  type  of  information  served  by  a  particular  site.  If 
a  site  simply  delivers  static  documents  such  as  financial  reports. 


"Dinosaurs  were  highly 
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press  releases,  or  company  information,  then  a  RISC  or  Pentium 
server  is  sufficient.  But  when  the  site,  such  as  a  stock  page,  is  the 
conduit  to  changing  data,  then  the  mainframe  is  the  way  to  go. 

Merrill  Lynch's  constantly  updated  stock-quote  site  has 
continued  to  attract  more  and  more  visitors.  As  of  March  3 1 ,  Savit 
had  counted  about  2.5  million  hits  since  the  beginning  of  the 

year — reaching,  in  less  than 
three  months,  nearly  half  the 
total  number  of  hits  (about  4.2 
million)  the  site  got  last  year. 

Savit  started  out  two  years 
ago  using  Troth's  freeware 
for  VM.  He  has  since  spent 
$30,000  to  obtain  the  Beyond 
Software  product,  which  is  a 
commercial  enhancement  of 
Troth's  software.  Savit  also 
uses  the  mainframe  as  an 
intranet  server  to  support  an  employee  directory.  Previously, 
Merrill  Lynch  had  no  online  staff  list. 

By  providing  such  new  and  innovative  Web  services,  main- 
framers  have  reinvigorated  their  corporate  roles.  ComEd's  Krause 
is  certainly  excited.  Like  Savit,  he  is  offering  an  internal  service 
that  was  not  electronically  available  before:  He  uses  a  mainframe- 
based  intranet  server  to  alert  ComEd  employees  to  informa- 
tion systems  department  activity  that  affects  them — such  as 
scheduled  system  maintenance. 

Krause  hopes  this  service  will  convince  other  departments  to 
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U     I  use  the  mainframe  for  their  intranet  sites.  That 

n  d  I  U  w  I  could  include  some  of  ComEd's  flashier  Web 
operations.  The  company  has  an  interactive  customer  site  that 
helps  consumers  trim  their  electric  bills.  Another,  in  compliance 
with  federal  regulations,  posts  real-time  energy  prices.  (Indus- 
trial customers  use  this  information  in  planning  manufacturing 
operations.)  The  utility  has  yet  another  site  that  posts  the  names, 
pictures,  and  contact  information  for  its  29  public  affairs  direc- 
tors— the  point  people  in  ComEd's  efforts  to  solicit  input  from 
its  3.4  million  customers. 

If  Krause's  project  goes  well, 
the  company  could  move  its  Sun- 
based  Web  sites  over  to  the  main- 
frame, says  Lucille  Younger,  the 
communications  coordinator  who 
oversees  intranet  and  Internet 
activity  at  ComEd  parent  Unicom. 

"The  frugality  of  using  one 
box  instead  of  having  several 
different  boxes  is  potentially  ap- 
pealing," Younger  says.  "And  the 
data  is  right  there.  You  don't  have 
to  go  from  one  box  to  another." 

But  if  Krause  hopes  to  cham- 
pion the  mainframe  as  a  Web 
server,  he  may  have  an  internal 
political  foe:  ComEd's  Webmas- 
ter, David  Mortnian,  says  the 
Sun  boxes  are  doing  just  fine. 

The  fact  is,  no  one  platform 
fits  all  situations.  For  example, 
one  proponent  of  mainframe 
Web  serving.  Nationwide  Insur- 
ance, the  Columbus,  Ohio-based 
insurance  company,  uses  a  Pen- 
tium-based Windows  NT  server 
to  run  an  internal  site  that  em- 
ployees use  to  download  company 
newspapers  and  other  static 
documents. 

But  Nationwide  uses  its  main- 
frame to  support  scheduling  as 
well  as  messaging.  Jim  Vincent, 
a  software  consultant  with 
Nationwide,  explains  his  com- 
pany already  had  an  extensive 
mainframe-based  system  that 
provided  IBM's  Office  Vision 
messaging  and  calendar  software.  At  the  same  time,  many  of  the 
company's  employees  already  had  browsers.  Rather  than  install  a 
new  Web  server  that  would  run  a  new  messaging  system,  which 
would  require  reloading  data  from  the  mainframe.  Nationwide 
found  it  more  economical  to  spruce  up  the  mainframe  with  Web- 
serving  software  from  Sterling. 

"The  data  and  processes  already  existed  on  VM,"  says  Vin- 
cent. "We  said, 'Why  reinvent  the  wheel  on    different  platform?'  " 

In  fact,  by  putting  a  Web  face  on  Office  Vision,  Vincent  has 
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enhanced  its  operation,  he  says.  For  instance,  using  Web  devel- 
opment tools,  he  has  enabled  users  to  call  up  corporate  orga- 
nizational charts.  Vincent  has  also  added  a  spiderweb  icon  to 
the  employee  directory  that  lets  a  staff  member  call  up  another 
employee's  intranet  home  page,  if  he  or  she  has  one.  Now  users 
also  can  add  attachments  such  as  spreadsheets  and  audio  clips 
to  Office  Vision  communications. 

FALSE  ECONOMY?  Meanwhile,  mainframe  maligner  Gates  is  look- 
ing on  with  amusement.  "Those 
are  expensive  mips,"  says  Gates. 

But,  argue  Vincent  and  oth- 
ers, the  economics  are  not  that 
simple.  Changing  platforms 
from  the  mainframe  to  Win- 
dows NT  is  costly,  entailing  re- 
training workers  and  converting 
data.  Now  that  users  can  access 
mainframes  with  Web  browsers, 
there  is  less  need  to  go  through 
the  conversion  headaches. 

As  Failure  Analysis's  Resnick 
observes,  "Cutting  out  the  mid- 
dle step  makes  it  cheaper."  Com- 
panies don't  have  to  pay  as  many 
administrators  to  watch  over  the 
mainframe  as  they  might  if  they 
tied  together  RISC  and  Pentium 
boxes  and  in  turn  tied  them 
to  the  mainframe.  Mainframe 
Web  developers  can  write  "CGI 
scripts" — software  that  connects 
to  the  database— in  the  REXX 
language  that  is  already  familiar 
to  them  and  arguably  more 
powerful  than  the  PERL  language 
typically  used  by  CGI  program- 
mers in  the  RISC  and  Pentium 
world.  Savit  says  the  combina- 
tion of  VM  and  REXX  is  as  easy 
to  use  and  effective  as  any  Unix 
operating  system  and  program- 
ming language. 

And  mainframes  are  still 
famous  for  their  speed,  power, 
and  input/output  capabilities, 
Resnick  notes.  Failure  Analysis 
has  one  of  the  largest  collections 
of  accident  data  in  the  world,  and  it  receives  all  sorts  of  requests 
for  specific  information — such  as  the  number  of  under-20-year- 
old  male  drivers  who  bought  red  cars  in  which  they  had  fatal  acci- 
dents while  inebriated.  Resnick  notes,  "We  know  up  front  we  can't 
anticipate  the  type  of  searches  [our  customers]  want  to  do,  but 
we  know  they  want  subsecond  response  time.  Only  a  mainframe 
can  handle  that."  Compared  with  RISC  and  Pentiimi  servers,  main- 
frames will  win  hands  down  in  terms  of  speed  when  connect- 
ing Web  pages  to  complex  database  queries,  he  says. 
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WILL  MAINFRAMES  PREVAIL?  Listening  to  some  of  these  main- 
frame Web  user  testimonials  might  convince  you  that 
:Uent/server  was  just  a  flaky  eight-year  interlude  in  the  his- 
tory of  computing. 

Gary  Richtmeyer,  senior  market  support  representative  at 
Advantis,  the  network  jointly  owned  by  IBM  and  Sears,  says 
iie  tried  for  a  year — with  only  limited  success  and  many  head- 
iches — to  set  up  an  OS/2-based  Web  server  on  a  Pentium  PC. 
He  had  hoped  to  make  it  easier  for  Advantis  marketing  repre- 
sentatives around  the  world  to  access  the  marketing  collateral 
le  provides.  The  content  already  existed  on  the  company's  main- 
Frame,  so  when  Beyond  Software  offered  its  mainframe  Web 
server  software,  Advantis  snapped  it  up. 

"You  cannot  overstate  the  benefit  of  running  on  the  platform 
you're  familiar  with,"  Richtmeyer  told  a  crowd  gathered  at  the 
sHARE  conference — which  was  full  of  sessions  dedicated  to 
mainframe  Web  serving.  The  software  cost  Advantis  about 
545,000.  And  Richtmeyer  adds,  because  he  continued  to  run  a 
system  with  which  he  was  familiar,  "my  addition  to  head  count 
ivas  zero." 

Detractors  note  that  mainframes  are  not  as  finely  tuned  to 
the  Internet's  TCP/IP  networking  protocol  as  RISC  and  Pentium 
30xes  are. 

Historically  that  has  been  true,  says  Dave  Tryon,  a  program- 
ming director  with  IBM's  mainframe  operations.  But  IBM  has 
made  recent  TCP/IP  enhancements  to  its  mainframes  that  make 
IBM  mainframes  "world-class"  TCP/IP  players,  according  to  Tryon. 
[BM  has  long  used  its  own  networking  protocol,  called  SNA. 


Some  critics  cite  security  concerns.  A  mainframe  Web  site 
is  dangerously  close  to  mainframe  data,  while  an  intermediary 
RISC  or  Pentium  system  can  serve  as  a  firewall.  But  mainframe 
advocates  point  out  that  mainframes  excel  at  security  and  are 
far  less  penetrable  than  their  smaller  rivals. 

But  like  all  computers,  they  are  not  immune  to  "spoofing," 
admits  mainframe  Web  enthusiast  Roger  Deschner,  systems  pro- 
grammer at  the  Chicago  campus  of  the  University  of  Illinois. 
Spoofers  send  messages  that  appear  to  be  from  someone  else. 
Last  November,  an  ersatz  college  student  sent  messages  as  the 
"Angel  of  Death"  to  a  student  at  Paul  Smith's  College  in  Paul 
Smith,  New  York.  With  FBI  intervention,  the  hacker  was  caught. 
The  university  has,  at  least  temporarily,  prevented  further  spoof- 
ing by  changing  its  computer's  private  access  code,  which  had 
become  known  to  the  hacker  community. 

Like  other  mainframe  Web  enthusiasts,  Deschner  is  not  sug- 
gesting that  Pentium  and  RISC  machines  are  dead.  Far  from  it. 
Moore's  law  all  but  guarantees  the  eventual  triumph  of  smaller 
boxes.  But  as  Netscape's  Larry  Geisel  remarks,  between  the  main- 
frames' potential  usefulness  as  Web  servers  and  the  attention  they 
are  receiving  in  Year  2000  projects,  "mainframe  managers  have 
some  job  security  for  a  while." 

Refuting  a  common  notion  that  the  mainframe  is  a  dinosaur, 
Savit  says,  "Dinosaurs  were  highly  successful  and  lasted  a  long 
time.  They  never  went  away.  They  became  smaller,  faster,  and 
more  agile,  and  now  we  call  them  birds." 

Maybe  Bill  Gates  should  be  a  little  more  careful  with  his 
rounding  errors.  ■ 
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Because  many  office  processes  hci^in  with  analofi  paper  documents,  the  Canon  GP200  Digital  lmai;ini;  System  doesn't  just  print, 
reproduce,  ahdja.x  documents  It  can  also  scan  them,  digitizing  paperwork  for  easy  integration  into  your  workgroup  environment. 


While  we  live  in  an  increasingly  digital  world,  paper  is 
very  much  with  us.  Consider,  for  example,  what  happens 
when  you  receive  a  briefing  from  a  client  and  wish  to  share  it: 

You  walk  to  a  copying  machine  and  make  copies  of  the 
client  s  briefing  materials.  You  walk  to  a  fiJe  cabinet  and  file  the 
originals.  You  generate  a  briefing  memo  on  your  desktop 
computer  and  send  it  to  a  printer.  You  walk  to  a  copying 
machine  again  and  make  several  copies  of  your  memo.  Waiting, 
perhaps,  for  other  users  and  for  your  briefing  package  to  be 
collated  and  stapled.  Tiien,  you  walk  to  a  file  cabinet  and  file  the 
memo.  And  finally,  you  walk  to  a  fax  machine 
/^r\  and  fax  your  proposal  to  non-netwoiic  recipients. 
^^^e'^n        Is  there  a  uay  to  simplify  the  process?  To 


friendly  welcor 


reduce  the  walking  and  waiting?  Now,  at  last,  there  is. 

Analog-to-digital  made  simple. 

After  a  history  of  advances  in  digital  copying  machines, 


Network  Printer  Environment 
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System  gives  analog  documents 
to  the  digital  world. 


Canon  has  expanded  the  concept  with  its  GP  series.  And 
one  of  the  latest  products  in  that  series  is  the  GP200. 
Combining  muhi-function  capabiHties  with  powerful 
network  software  for  unsurpassed  ease  of  use  and 
unprecedented  efficiency. 

The  GP200  can  drive  this  level  of  efficiency  because  it  is 
more  than  a  20  ppm  1 200x600dpi  monochrome  copying 
machine.  It  is  also  a  scanner  that  supports  over  120  industry- 
standard  scanning  applications,  allowing  for  conversion  of 
paper  to  digital  form  for  applications  inclusive  of  storage, 
retrieval,  and  network  document  distribution.  It  is  a  20ppm 
network  printer  that  performs  automatic  duplexing,  sorting, 
and  stapling.  And  a  high-volume  fax  machine  that  enables 
users  to  send  faxes  without  leaving  their  desks. 


Accommodating  the  realities  of  workgroup  life. 

To  increase  productivity  for  network  users,  the  GP200  is 
shipped  with  advanced  printer  drivers  as  well  as  NetSpot™ 
Network  Management 
Software.  Original 
Canon  technology 


-pr- 


The  Canon  GP200  Di^iuil   

Ima^in^  System  \ii 


The  GP200  provides  a  graphical 
inteiface  for  easy  operation.  And  its  NetSpot"'  software  enables  you  to  manage  all 
Canon  GP-series  and  SNMP-compliani  devices  from  any  node  on  the  netv,'ork. 

that  provides  device  status  and  configuration  information  from 
any  computing  platform,  while  delivering  a  consistent,  simple- 
to-use  graphical  interface. 

To  reduce  non-productive  interruptions  for 
feeding  documents  and  re-stocking  cassettes,  the 
GP-200  handles  all  kinds  of  media  up  to  1 1"  x  17".  It 
is  available  with  a  50-sheet  recirculating  document  feeder 
for  scanning,  copying,  and  faxing.  Plus  it  offers  cassette 
options  with  a  capacity  of  up  to  3,000  sheets. 

Canon's  commitment  to  the  multimedia  solution. 

From  the  very  beginning  of  multimedia,  Canon  has  realized 
that  digital  technologies  are  essential  both  for  the  quality  of 
images  and  the  speed  at  which  they  can  be  manipulated.  And 
Canon's  research  and  development  efforts  have  refined 
electronic  circuits  to  the  extent  that  they  can  now  store  a 
trillion  bits  of  data  per  square  centimeter. 

The  GP  series  is  a  product  of  these  technologies.  Making 
the  complicated  simple.  And  achieving  what  no  other 
system  in  its  class  has  done:  making  analog  feel  at  home 
in  a  digital  world. 


Canon 


©1997  Canon  Inc. 


IN  THE 
WORLD  OP 
DOCUMENT 
SYSTEMS, 
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you  to  a  world  of  system 
solutions  more  advanced  than  you  might  have 
imagined.  Everything  from  digital  systems 
that  connect  document  processing  to  your 
network,  to  America's  number  one  copier 
company  1 5  years  running.* 

And  while  others  may  try  to  impress  you  with 
their  name,  we  use  technological  leadership  to 
make  our  point. Take  the  NP  6085,  for  instance, 
A  high-volume  copier  that  introduces  both  central 
reproduction  and  departmental  users  to  a  new 
level  of  productivity  And  the  GP200R  the  most 
advanced  digital  solution  yet  for  copying, 
printing,  faxing  and  scanning  directly  on  your 
network.  Advanced  systems  the  competition 
would  prefer  you  not  know  about. 

So  if  you're  looking  for  the  right  solution 
for  your  office,  look  a  little  further  And  a 
little  higher  For  more  information,  call 
l~S00-OK-CANON  anytime,  or  visit  us  on  the 
Web  at  http://www.usa.canon.com. 


'Source;  Dataquest 

A  G^.rfef  Group  Company 
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If  you  are  not 

bloodying  your  nose  in  today's 
warp  speed  economy, 

we  have  a  name  for  you.  Dead. 


W|HY  SUCH  A  SOUR  SUBJECT  at  all?  The 
I  American  economy  roars!  Our  tools, 
'  software,  content  and  habits,  even  the 
American  lingo  of  business ...  our 
code!. ..have  been  loosed  upon  the 
world.  Like  some  futuristic  knights,  they 
travel  the  earth  at  light  speed — crossing 
fiber  lines  in  ocean  trenches,  satellites  in  space,  smart 
antennas,  switches,  routers,  POPs — colonizing  the  Net! 
America  roars!  But  what  propels  this  mighty  force? 
Failure. 

Failure?  Flip  the  argument  around  and  you'll  see 
the  magic.  What  planned  central  economy  ever 
worked?  Answer:  none.  Which  ever  admitted  into 
one  of  its  fabled  five-year  plans  just  the  smallest 
possibility,  a  hint,  a  wink,  that  things  might  not 
work?  Again,  none.  There  is  a  lesson  here.  If  you  can't 


accommodate  failure,  you  can't  win.  Failure  may 
produce  a  negative  return  in  dollars,  but  it  also 
produces  a  positive  —  information.  No  learning  occurs 
without  it.  Deny  failure,  you  learn  nothing  and 
stagnate.  The  American  style  (our  national  treasure) 
is  to  try,  fail,  learn . . .  repeatedly  (T+F=L)-^ . . .  or 

or  or  '^'^'^      or  '°  whatever  exponent  needed,  to  however 

many  times  it  takes...  to  struggle... to  make  ....  .  a  SUCCCSs! 

What  does  information  technology  do?  It  speeds 
things  up.  Try.  Fail.  Learn.  Try  fail  learn.  Tryfaillearn, 
tryfaillearn,  tryfaillearn,  tryfaillearntryfilearntryfail- 
learrrrrrrrnnnnnnnnn  ...weW,  you  get  the  point. 

Learn  fast!  Get  in  the  game  and  try  things . . .  blow 
it!  And  stop  worrying  about  zigzag  resumes — they 
don't  count  anymore.  Or  about  i  iot  dying  your  nose. 
It  washes  off. 

Good  luck.  For  a  little  moral  support,  read  on.  ► 


Illustration  by  Jim  Ludike 
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In 

high  tech, 


Bouncing 

I        ^7  is  rarely 
a  dead  end.  It's  just 


Back 


/T  38,  Dan  Warmenhoven  never  dreamed  he'd  be  CEO 
i  of  a  $180  million  company.  He  also  didn't  think  that 
I  by  taking  the  job  he'd  wind  up  unemployed.  But 
W  that's  what  happened  after  Warmenhoven  joined 
Network  Equipment  Technologies  (NET)  as  chief 
operating  officer  and  president  in  1989.  Taking  on 
this  job  was  a  big  step  up  for  Warmenhoven, 
whose  resume  included  general  manager  posts  at 
Hewlett-Packard  and  IBM.  And  NET  looked  like  a  terrific  place 
to  land.  Revenue,  $47.4  million  in  1987,  had  nearly  quadrupled 
by  1989.  The  company  was  a  darling  of  Wall  Street,  and  War- 
menhoven got  set  for  a  great  run. 

But  behind  NET's  impressive  numbers,  the  company  was  in 
deep  trouble.  Sales  figures  were  inflated  by  about  $6  million  over 
two  quarters.  The  SEC  initiated  an  investigation.  Shareholders 
filed  a  fraud  lawsuit.  And  then-CEO  Bruce  Smith  and  CEO  Barry 
Roach  resigned.  That  left  a  woefully  underprepared  Warmen- 
hoven, suddenly  CEO,  to  effect  a  turnaround. 

He  failed.  He  reversed  the  slide  in  revenues  (boosting  NET's 
income  from  $135  million  in  1991  to  $219  million  in  1993).  But 
the  company  did  not  return  to  profitability.  Warmenhoven  and 
net's  board  members  disagreed  on  future  strategies,  and  he 
resigned  on  January  1,  1994,  rather  than  face  being  fired. 

In  most  parts  of  the  country,  Warmenhoven's  career  would 
have  been  over,  though  he  was  only  43.  But  not  in  Silicon  Valley. 
Today,  Warmenhoven  is  CEO  of  Network  Appliance,  a  promis- 
ing network  file-server  maker  in  Santa  Clara,  California.  And  if 
he  fails  at  this  job,  chances  are  good  he'll  land  another. 

That's  because  in  the  high  tech  industry,  failure  is  a  prized, 
not  a  scorned,  offense.  Along  Philadelphia's  Main  Line,  on  Wall 
Street,  or  in  the  Motor  City,  the  executive  who  flops  gets  driven 
out  and  often  becomes  unemployable.  But  in  Silicon  Valley,  fail- 
ure is  an  everyday  event  (see  "Try,  Try  Again,"  page  59).  There's 
little  (if  any)  stigma  attached  to  a  washout.  Failing  is  even  con- 
sidered highly  desirable  management  experience. 


another  opportunity. 


This  forgiving  attitude  is  what  makes  the  technology  sector 
so  dynamic.  A  failure  is  rarely  a  dead  end;  it's  just  another  oppor- 
tunity. The  unemployment  rate  in  Silicon  Valley — consistently 
lower  than  the  national  average — reflects  this  entrepreneurial 
spirit.  Currently  just  3%  of  Silicon  Valley  residents  are  jobless, 
versus  5.3%  nationally. 

Unlike  their  counterparts  in  other  industries,  fallen  tech- 
nology entrepreneurs  do  not  get  branded  as  losers.  Instead, 
they're  likely  to  be  refinanced  by  the  very  backers  who've  lost 
money  on  them  before.  "Investors  here  always  look  at  the  cup  as 
half  full,  not  half  empty,"  says  Ann  Winblad,  a  software  venture 
capitalist  in  Emeryville,  California.  "They  are  willing  to  take 
chances  on  entrepreneurs  who've  made  mistakes." 

Adds  fellow  venture  financier  Mike  Child  of  TA  Associates, 
"A  lot  of  investors  don't  like  to  back  guys  out  of  big  companies 
who  haven't  failed.  They  haven't  learned  the  issues  of  meeting 
payroll,  raising  money,  budgeting  for  R&D.  They  just  don't  know 
how  to  run  a  startup.  People  who  have  failed  are  hungrier 
and  have  a  keener  understanding  of  the  product-market 
timing  interface." 

THhis  attitude  has  produced  dozens  of  entrepre- 
neurial failures  who  have  come  back  from  the  brink 
and  won.  Consider  the  career  of  Manny  Fernandez,  now 
the  CEO  of  the  Gartner  Group,  a  well-regarded  high 
tech  consulting  firm  in  Stamford,  Connecticut.  A  vet- 
eran of  early  semiconductor  companies  Harris  and 
Fairchild,  he  successfully  ran  chipmaker  Zilog,  too.  Then 
he  started  Gavilan  Computer  in  the  early  1980s  and 
promptly  lost  more  than  $30  million  in  venture  capital. 

Gavilan  had  attracted  $85  million  in  orders  by  creating  the 
industry's  first  prototype  of  a  lightweight  laptop.  But  Fernandez 
made  a  critical  mistake  by  choosing  a  nonstandard,  3-inch  disk 
drive  for  the  machine.  His  supplier,  Hitachi,  couldn't  make 
the  drive  in  mass  quantities  fast  enough,  delaying  the  release 


On  Top  Again  Dan  Warmenhoven,  seen  here  in  a  Network  Appliance  assembly  facility,  has  guided  his  Santa  Clara,  California,  company 
through  a  successful  IPO  and  rapid  revenue  growth.  But  in  his  first  CEO  position  at  NET,  Warmenhoven  took  it  on  the  chin. 


Photography  by  Max  Agu  i  lera  ■  H  el  I  weg 
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Disk  Slipup  Problems  with  a  nonstandard  3-inch  floppy  derailed  Manny  Fernandez's  plans  for  a  promising  laptop  at  Gavilan  Computer 
in  the  1980s.  But  that  was  then.  In  the  1990s,  Fernandez  has  led  the  Gartner  Group  to  the  top  of  technology  considtantdom. 


BOUncinC    °^       laptop.  Meanwhile,  Osborne  Computer, 

 ~-i  another  laptop  manufacturer,  went  into  Chapter 

11  in  September  1983,  which  destroyed  Wall  Street's  interest  in 
portable  computer  companies.  Unable  to  raise  cash  through  an 
initial  public  offering,  Gavilan  went  bankrupt  in  1984. 

But  Fernandez's  career  didn't  suffer.  He  joined  Dataquest,  a 
San  Jose,  California-based  technology  market  research  firm,  the 
day  after  leaving  Gavilan.  Within  nine  months  he  became 
Dataquest's  CEO.  Next  he  went  to  Gartner  in  1991  and  took  over 
the  president  and  CEO  positions.  Four  years  later  he  orchestrated 
Gartner's  buyout  of  Dataquest  for  $75  million.  Says  Jeff  Christian, 
president  of  the  executive  recruiting  firm  Christian  and  Tim- 
bers, "Manny  Fernandez  is  a  good  example.  He's  a  hero  again.  In 
Silicon  Valley  a  failed  CEO  is  quickly  forgiven  as  long  as  he 
makes  money  for  his  investors  the  next  time.  If  he  demonstrates 
success,  memories  fade  and  investors  look  at  what  he  is 
delivering  today." 

Just  as  technology  executives  survive  setbacks,  so  too  do  entire 
Silicon  Valley  communities.  Witness  Apple  Computer's  dramatic 
announcement  in  March  that  it  would  terminate  2,700  full-time 
employees  and  1,400  contractors  and  temporaries.  Many  worked 


in  Apple's  Cupertino,  California,  headquarters. 

But  the  layoff  didn't  undo  Cupertino's  economy.  As  the  home 
of  such  companies  as  Tandem  Computers  (4,000  employees) 
and  about  25  smaller  tech  firms,  the  town  has  a  well-cushioned 
economic  base.  And  as  for  the  fired  Apple  employees?  No  sweat. 
"They  have  access  to  information  about  the  [job]  market,  and 
they  have  cutting-edge  skills,"  says  Maria  Hernandez,  a  Bay  Area 
management  psychologist  and  consultant.  "There  is  a  willing- 
ness to  be  highly  mobile  here." 

^^I^^OMPARE  THAT  TO  THE  ANXIETY  that  occurred  in 
Biddeford,  Maine,  when  a  threatened  plant  closing 
sent  the  mill  town  into  turmoil.  At  issue:  the  pro- 
posed  shuttering  of  Biddeford  Textile,  a  maker  of  the  fabric 
shells  that  enclose  electric  blankets.  Sunbeam,  a  corpora- 
tion  bent  on  slashing  costs  under  the  iron  fist  of  chairman 
^^^^^^  Albert  Dunlap,  owns  the  plant.  Last  November  he 
^^^^^  announced  Sunbeam  would  close  it  or  sell  it  off. 
The  mill  employs  just  350  of  the  town's  21,000  residents,  and 
contributes  about  $150,000  weekly  to  the  local  economy.  Losing 
the  mill  wouldn't  have  bankrupt  the  town,  but  the  workers,  their 
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YOU  DON'T  Need 
AN  iNterNet  provider 
YOU  Need  AN 
iNterNet  pArtNer. 


Sure,  you  could  get  on  the  Net  and  start  getting  things 
done.  But  what  happens  when  your  workload  grows? 
Needs  change?  Technology  takes  one  giant  leap  for- 
ward? T  Relax.  With  NETCOM,  what  you  can  do  on 
the  Net  today  doesn't  even  approach  what  we'll  be  able 
to  make  the  Net  do  for  you  tomorrow.  We're  working  to 
make  the  Net  do  whatever  you  want  it  to,  simply.  Even 
if  you  don't  know  what  that  is  yet.  T  We've  created 
a  wide  range  of  productivity-enhancing  packages  -  so 
we  can  adapt  and  expand  your  services  as  your  needs 
change.  T  It  all  means  you'll  only  have  to  make  the 
whole  Internet  partner  decision  once.  That  is,  if  you 
choose  NETCOM  the  first  time. 


©1997  NETCOM,  Inc. 


Personal  productivity  solutions 
including  advanced  email, 
personalized  news,  high-speed  access, 
and  a  complete  Internet  tool 
software  kit.  From  $24.95/month. 


Web  hosting  services  including 
domain  name  registration,  site 
backups,  traffic  logs,  and  e-commerce 
capabilities.  From  $125/month. 


Dedicated  connectivity  solutions 
featuring  Automatic  Reconnect, 

security  enhancements, 
and  high-performance  routing. 
From  $400/month. 


Some  offerings  include  premium  access, 
premium  support,  and  guaranteed  service  levels. 


Find  out  what 
NETCOM 

V/E  PUT  1 
THE  Net  to  I 

WORK  1 
FOR  YOU.  1 

can  do  for  you 

T  1 

and  your  work. 

www.  netcom.com 

Call  us  at 

1-888- 
841-9037 

■V 

NETCOM 

When  Losers  Really  Are  Losers 

Yes,  Virginia,  there  is  a  way  to  fail  in  the  tech  business. 
Commit  fraud. 

Don't  bother  looking  for  more  VC  backing  if  you  cook  the 
books.  The  industry  never  rewards  entrepreneurs  and  executives 
who  are  caught  lying,  stealing,  or  cheating.  Ever. 

Witness  Gerald  Blackie,  founder  of  Platinum  Software,  a  maker 
of  business  accounting  programs.  His  accounting  methods  left 
much  to  be  desired.  He  and  fellow  executives  Jon  Erickson  and 
Mark  Tague  allegedly  falsified  financial  statements  and  traded  stock 
using  the  bogus  information. 

Platinum  is  back  strong.  Not  Blackie.  The  SEC 
banned  him  from  holding  officer  positions  at  public 
companies  for  a  decade.  He  also  paid  $100,000  in 
fines  and  $1.25  million  in  restitution  to  settle  share- 
holder lawsuits.  — GB 


B'  I  union,  and  town  officials  scrambled  to  organize 

I  5LI  an  employee  buyout  that  was  completed  m  late 

April.  Sunbeam's  plan  to  shut  the  mill  sent  a  chill  through  the 
psyche  of  Biddcford,  says  Portland  Press  Herald  reporter  Jack 
Beaudoin,  who  is  covering  the  saga."Biddeford  used  to  be  a  mill 
town,  but  one  by  one  they  have  all  closed,"  says  Beaudoin.  "Now 
it's  a  mill  town  with  no  mills.  It's  a  psychological  issue.'" 

Adds  Silicon  Valley  consultant  Hernandez,  "Chances  are  the 
people  at  the  mill  feel  they  are  victims.  That  kind  of  thinking 
is  more  evident  outside  of  Silicon  Valley.  Here  the  thinking  is 
completely  different.  Employees  are  more  willing  to  experiment, 
to  look  for  new  things.  They  don't  blame  their  employer  for 
the  changes  in  the  market." 

Those  who  lost  their  job  at  Apple  have  one  more  thing  going 
for  them:  the  simple  law  of  supply  and  demand.  The  Internet 
explosion  has  sparked  265  venture-capital-backed  Silicon  Valley 
companies  in  the  past  two  years,  all  of  which  are  chasing  a  lim- 
ited supply  of  top  engineering  and  management  talent.  Fired? 
Failed?  It  doesn't  seem  to  matter. 

"There  has  never  been  a  time  in  the  industry  where  there  are 
more  opportunities  but  such  a  lack  of  human  capital,"  laments 


high  tech  headhunter  David  Beirne.  "The  talent  is  not  there  to 
populate  all  the  companies  that  have  sprung  up.  So  a  lot  of  guys 
who  have  made  mistakes  are  getting  in  on  the  opportunities.  A 
lot  of  sins  are  being  forgiven."  — Geoff  Baum 


WHERE  ARE  THEY  NOW? 


L 


John  Akers,  62 

Fault:  Old  dog  who  couldn't  learn  new  tricks. 
Past:  (Ailminated  eight  years  as  IBM's  CEO 
with  a  $5  billion  loss  in  1992. 
,  _  Lacked  vision  and  couldn't 
\^  J*!B  mold  IBM's  culture  and  pro- 
ducts to  the  rapidly  changing 
marketplace.  Resigned  under 
pressure  in  January  1993. 
Present:  Serves  on  several  boards  of  direc- 
tors, including  Pepsi,  the  New  York  Times, 
and  W.  R.  Grace. 

Kamran  Eiahian,  42 

Fault:  Haste  made  waste. 
Past:  Prematurely  rushed  a  pen  computer 
to  market  to  generate  revenues  for  his 
cash-starved  startup  called 
Momenta.  The  computer,  rid- 
dled with  technical  problems, 
flopped.  Momenta  went  bank- 
rupt in  August  1992. 
Present:  Cofounder  and  chair- 
man of  NeoMagic,  a  maker  of  multimedia 
accelerators  for  portable  computers.  Raised 
more  than  $30  million  in  NeoMagic's 
March  IPO. 

Aryeh  Finegoid,  50 

Fault:  Saw  the  trees,  missed  the  forest, 
'ast:  Stuck  to  specialization  while  market 


changed.  His  company,  Daisy  Systems,  pro- 
duced specialized  hardware  bundled  with 
computer-aided  engineering  (CAE)  soft- 
ware. But  general-purpose  workstation 
makers  outran  Daisy's  inno- 
vation and  strategy.  Too  bad 
Finegold  didn't  notice.  He  re- 
^  signed  after  the  company  lost 
more  than  $1  million  in 
1986.  Daisy  fded  for  Chap- 
ter 11  in  August  1990. 
Present:  Founder  and  chairman  of  Mer- 
cury Interactive,  a  maker  of  automated  test- 
ing tools  for  software  developers.  Raised 
$25.8  million  in  November  1993  IPO. 

John  Scuiiey,  58 

Fault:  Driving  without  a  high  tech  license. 
Past:  Marketing  experience  at  Pepsi  proved 
woefully  insufficient  when  it  came  to  run- 
ning Apple  Computer.  Missing  emerging 
trends  in  technology  and  the 
marketplace,  he  failed  to  license 
the  Mac  operating  system  and 
committed  too  much  capital  to 
the  troubled  handheld  Newton. 
Forced  out  in  1 993. 
Present:  Goofed  again  when  he  took  over 
as  CEO  of  Spectrum  Information  Technol- 
ogies, a  wireless  technology  company  sued 
for  fraud  just  months  after  his  appointment. 
Now  runs  a  buyout  firm  with  his  brothers 


and  is  CEO  of  Live  Picture,  a  startup  devel- 
oping Internet  imaging  technologies. 

Fred  Wang,  46 

Fault:  Couldn't  fill  Dad's  shoes. 
Past:  Oldest  son  of  Wang  founder  An 
Wang;  ran  Wang  Labs  into  the  ground 
despite  his  pedigree.  Under 
his  direction,  products  were 
late  and  executives'  opinions 
ignored.  Thought  running 
proprietary  systems  on  Wang 
machines  was  a  good  idea.  It 
wasn't.  In  1989,  his  last  year  as  president, 
Wang  lost  $424  million.  The  company  filed 
for  Chapter  11  in  August  1992  and  re- 
emerged  in  1993. 

Present:  Still  on  Wang's  board  of  directors 
and  is  CEO  of  Archive  Technologies  in  Boston. 

Q.T.  Wiles,  76 

Fault:  Felon 

Past:  The  self-proclaimed  "L^r.  Fix-It"  was 
brought  in  by  Hambrecht  &  Quist  to  run 
MiniScribe,  a  troubled  disk 
drive  maker  in  Longmont, 
Colorado.  Pushed  employees 
so  hard  they  resorted  to 
fraud  and  shipped  bricks  M 
instead  of  disk  drives  to  ^  JH 
boost  sales.  The  SEC  uncovered  the  scam, 
and  Wiles  was  convicted  on  numerous  felony 
counts.  Shareholders  sued  MiniScribe's 
executives,  auditors,  and  investment  bank. 
Settlements  have  topped  $150  million. 
Present:  Serving  a  three-year  sentence  for 
securities  and  wire  fraud.  — GB 
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E  KNOW  THE  INTERNET.  WE  RECOGNIZE  ITS  ABILITY  TO  EFFECT  CHANGE,  TO  SHAPE  THE  WAY  WE  WILL 

VE  TOMORROW.  AND.  BECAUSE  THE  INTERNET  IS  CONSTANTLY  REDEFINING  THE  FUTURE.  WE  HAVE 
EDEEINED  THE  WAY  WE  SERVE  INTERNET  COMTANIES.  IT'S  WHAT  WE  CALL  THE  WEBOLUTION. 

NEW  ERA  OF  INVESTMENT  RESEARCH  AND  BANKING  FOR  INTERNET  BUSINESSES.  WE'RE 
XCITED  ABOUT  IT.  WHEN  YOU  FIND  OUT 

ORE,  YOU  WILL  BE  TOO.    WWW.RSCO.COM.         a  revoiution  an  b volution  ourvisionof  the  internet 

AN    F  R  A  N  C  I  S  C  O  •  N   E  W   Y  O  R  K  ■   B  O  S  T  O  N  •  C  H  i  C  A  G  O  •  M  E  N  L  O    P  A  R  K  •  1.  O  N  D  O  N   •  T  O  k  Y  O  •  T  E  L  AVIV 


.Jl^  THE 

W  Webolution 


ROBERTSON 
STEPHENS  & 

COMPANY 


Two  Failures  That 
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^"'<='y  Grove 
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After  bolting  i  rom  Shockley  Labs  in  1957, 
a  team  of  eight  engineers  set  up  their  own 
shop  with  bucks  from  New  York  financier  Sherman  Fairchild. 
The  so-called  "traitorous  eight"  had  left  over  a  dispute.  The 
youngsters  favored  silicon  over  germanium  as  a  semiconductor 
material.  But  boss  William  Shockley  overruled.  So  the  silicon 
tyros— Robert  Noyce,  Victor  Grinich,  Jean  Hoerni,  Jay  Last,  Shel- 
don Roberts,  Gordon  Moore,  Eugene  Kleiner,  and  Julius  Blank- 
staged  a  mutiny,  then  jumped  ship. 


Fairchild  Semiconductor  became  the  first  company  to  man- 
ufacture integrated  circuits.  It  was  also  the  spawning  ground  for 
more  than  three  dozen  chip  companies  founded  over  the  past 
30  years.  Some  are  long  gone;  others  still  thrive.  The  best  capi- 
talized on  various  departments  that  made  up  the  original 
Fairchild.  (Sherman  Fairchild  wrecked  his  company  by  micro- 
managing  it  from  New  York.)  Intel  is  the  R&D  arm;  National 
Semiconductor,  its  manufacturing;  Advanced  Micro  Devices,  its 
sales  and  marketing;  and  Sequoia  Capital,  its  venture  capital  arm. 
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Illustrations  by  Ward  Schumaker 


needed  The  Valley 
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lEES  OF  LIFE  Though  its  Palo  Alto 
Research  Center  didn't  do  much  for  Xerox, 
its  offshoots  produced  technologies  that 
made  many  companies  (shown  with 
current  market  values)  and  individuals 
rich.  Fairchild  Semiconductor — itself  an 
outgrowth  ofShockley  Labs  —  came  and 
went,  hut  spawned  dozens  of  startups. 
Those  that  survive  represent  some  of  the 
best  in  the  business. 


Xerox  PARC 


Xerox  created  the  Palo  Alto 
Research  Center  (PARC)  in  1970  with 
the  hope  of  becoming  the  "architect  of  the  intormation  age." 
Indeed,  PARC  researchers  became  famous  for  developing  killer 
technologies,  only  to  see  other  companies  capitalize  on  them. 
One  of  their  most  famous  creations — the  graphical  user  inter- 
face (GUI) — was  the  basis  for  the  Macintosh  operating  system 
and  Microsoft  Windows.  Hewlett-Packard  and  Canon  made  bil- 
lions from  another  PARC  invention — the  laser  printer.  Adobe, 


founded  by  two  ex-PARC  scientists,  helped  usher  in  the  desk- 
top publishing  boom  with  its  PostScript  printing  language.  And 
a  local  area  networking  technology  called  Ethernet  was  the  inven- 
tion former  PARC  engineer  Bob  Metcalfe  used  to  start  3Com, 
now  a  $6  billion  company. 

These  days,  the  only  thing  PARC  seems  to  be  putting  out  is 
hot  air.  hi  1996  it  formed  a  business  unit  called  Xerox  New  Enter- 
prises, devoted  to  commercializing  Xerox's  innovative  technol- 
ogy. Too  bad  it  came  about  25  years  too  late.    — Lee  Patterson 
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VyNCE  AGAIN,  NORFOLK  SOUTHERN  HAS  RAISED 
INDUSTRY  STANDARDS.  THIS  TIME  BY  31  INCHES. 


of  clearances  can  be  a  mountainous 


For  double-stack  shippers,  a  lack 


obstacle.  Unless  they  ship  on 


Norfolk  Southern.  We've  risen  to  new  heights— nearly 
three  feet  at  some  locations.  With  clearances  along  97% 
of  our  intermodal  core  routes,  we've  created  a  double- 
stack  system  that  helps  connect  major  markets  throughout 
North  America.  And  it's  just  part  of  the  rail 
industry's  most  modern  intermodal  terminal 
network.  Our  terminals  feature  paved  loading  areas, 
stack  capability  and  easy  access  to  help  shipments 
arrive  and  depart  quickly  and  safely.  The  whole 
system  makes  for  swift  service— and  it  demonstrates 
that  when  we  want  to  please  our  customers,  we 
won't  let  even  mountains  get  in  the  way.  ^ 
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fienXers        f  1 


Gen  Xers, 
once  flattened  by  early 


gam 


failures,  rebound.  By  Clint  Willis 


IMAGINE  THAT  YOU  ARE  A  Venture  capitalist  with  $100  mil- 
lion of  your  own  and  other  people's  money  to  invest.  The 
kid  across  the  desk  from  you  is  a  scruffy-looking  young- 
ster— maybe  26.  Junior's  first  company  blew  up  a  year  ago, 
and  investors  are  still  looking  for  a  return  that  will  never 
arrive. 
So  why  are  you  looking  so  interested?  You  aren't  seriously 
considering  giving  this  child  more  money,  are  you? 

You  bet  you  are.  Welcome  to  a  world  where  failure — though 
not  exactly  encouraged — is  more  than  tolerated.  "Today's  Gen 
Xers  follow  a  pattern,"  says  Kevin  Compton,  a  general  partner 
with  the  venture  capital  firm  Kleiner  Perkins  Caufield  &  Byers 
in  Menlo  Park,  California.  "Graduate,  start  a  company,  fail,  and 
take  a  job  with  an  established  firm — all  the  while  preparing 
for  another  startup.  These  kids  wear  their  failures  as  badges  of 
courage."  Fact  is,  an  early  failure  can  spruce  up  a  resume. 
Here's  why: 

Last  year's  failure  is  ancient  history.  Talking  about  a  past  fail- 
ure is  like  saying  the  South  lost  the  Civil  War:  Who  cares  any- 
more? Just  five  years  ago,  practically  no  one  even  knew  there  was 
such  a  thing  as  the  World  Wide  Web. 

Any  experience  is  better  than  none...  Success  in  the  technol- 
ogy industry  and  elsewhere  requires  cutting-edge  perspectives 
that  only  a  few  people,  most  of  them  very  young,  can  provide. 
"The  speed  of  change  is  so  rapid  that  the  pool  of  experienced 
people  can't  keep  up  with  demand,"  says  Mark  Kvamme,  the 
chairman  and  CEO  of  CKS  Group,  and  one  of  the  four  Gen  Xers 
profiled  on  the  following  pages  who  came  back  from  failed  ven- 
tures to  succeed  before  their  35th  birthdays.  "Anyone  with  expe- 
rience is  welcome,  whether  they've  failed  or  not." 

...and  failure  is  better  than  most  experience.  "I  call  my  fail- 
ure my  .Vl.B.A.,"  adds  Kvamme. 

Failure  is  to  be  expected.  When  you  back  Gen  Xers,  you  have 
to  figure  they'll  make  a  few  mistakes.  When  they  do,  you  figure 
they're  less  likely  to  make  them  the  next  time.  "I  like  a  situa- 
tion where  I  can  benefit  from  the  mistakes  a  guy's  made  with 
someone  else's  money,"  says  Compton. 

There's  lots  more  money  where  the  first  batch  came  from.  A 


failed  startup  might  lose  $2  million  or  so.  But  a  successful  one 
can  go  public  and  make  30  times  that  amount  for  its  early  back- 
ers. Reason  enough  to  try,  try  again. 

Andrew  Busey  < 

FOUNDER  AND  CHIEF  TECHNICAL  OFFICER,  ICHAT 
At  23  he  was  scorned  by  venture  capitalists. 
Took  a  job  so  he  could  eat. 

"I'm  only  26,  but  I  feel  like  I'm  35,"  says  Andrew  Busey,  whose 
company's  corporate  backgrounder  lists  him  as  "an  Internet 
industry  veteran."  Explains  Busey,  "I  like  to  say  that  I've  grown 
in  Net  years." 

Since  1991  Busey  has  founded  three  technology  companies, 
worked  for  two  others,  written  a  successful  book,  and  coauthored 
another.  His  current  incarnation:  founder  and  chief  technical 
officer  of  22-month-old  Ichat.  The  Austin,  Texas,  company  has 
more  than  65  employees  and  is  the  leading  provider  of  interac- 
tive, real-time  chat  communication  products  to  Web  users  and 
corporate  intranets. 

Buse/s  goal  is  to  make  chat  as  big  on  the  Web  as  it  is  on  com- 
mercial online  services  such  as  America  Online,  where  70%  of 
its  8  million  subscribers  use  chat  rooms.  His  firm  also  wants  to 
better  incorporate  chat  into  intranets,  allowing  employees  within 
a  given  corporation  to  communicate  more  effectively.  The  com- 
pany's current  customers  include  Yahoo!,  Time  Warner,  and  AT&T. 
"The  chat  market  is  probably  large  enough  to  support  two  or 
three  companies,  but  Ichat  will  be  the  leader,"  claims  Tom 
Winter,  an  Austin,  Texas,  venture  capitalist  whose  firm.  Onset 
Ventures,  has  provided  $2.4  million  in  funds  for  the  company. 

Busey's  first  stab  at  building  an  empire  was  even  more  auda- 
cious. After  four  years  studying  computer  science  and  market- 
ing at  Duke  University  and  working  as  a  product  manager  at 
Microcom,  a  remote  network  access  provider,  he  launched  his 
own  company,  Objectiv^e  Communications.  His  aim:  to  develop 
a  three-dimensional  online  service  that  would  reside  on  the  Inter- 
net— a  bold  notion  today,  and  downright  daring  in  1993. 

Trouble  was,  no  one  wanted  to  back  him.  Busey  approached 
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yyjil j      a  dozen  venture  capitalists  and  technology  compa- 

 I  nies  in  search  of  $100,000  in  seed  money.  "They  all 

said  the  Net  was  going  nowhere — and  anyway  I'd  be  crushed  by 
AOI,  and  CompuServe,"  he  recalls. 

Busey's  response  was  to  run  full-page  ads  in  Wired  magazine, 
which  attracted  25,000  incjuiries  from  would-be  users  of  the 
nonexistent  service.  After  spending  $30,000  that  he'd  saved  from 
his  job  at  Microcom,  Busey  went  shopping  for  more  funds  at 
software  companies.  No  luck,  but  in  April  1994  he  took  a  job  in 
Champaign,  Illinois,  at  Spyglass,  a  company  that  makes  data 
visualization  tools.  "I  was  almost  broke,  and  my  desire  to  eat 
won  out  over  my  desire  to  start  a  company  at  that  particular 
moment,"  he  says. 

That  was  the  end  of  Objective  (Communications — and  the 
beginning  of  Ichat.  At  Spyglass,  as  a  product  manager,  Busey 
helped  develop  the  first  commercial  version  of  the  pioneering 
Web  browser  Mosaic.  "The  experience  was  just  like  a  startup," 
he  observes.  "I  felt  like  I  was  inside  a  tornado.  So  when  I  started 
Ichat,  I  expected  and  anticipated  some  chaos  to  occur  once  the 
company  started  to  grow  rapidly." 

When  Spyglass  moved  its  headquarters  to  Naperville,  Illinois, 
in  the  fall  of  1994,  Busey  stayed  in  Champaign  and  worked  on 
two  books,  including  his  successful  Secrets  of  the  MUD  Wizard 
(about  word-based  virtual  reality  programs).  He  also  formed  a 
small  software  development  company,  where  he  gained  experi- 
ence developing  other  companies'  chat-related  applications. 

BY  1993  Busey  was  ruapy — and  this  time,  so  was  the 
I  market.  People  were  taking  the  Internet  seriously. 
"  Chat  had  become  a  huge  component  of  the  com- 
mercial online  services,  and  new  technology  made 
I  it  possible  to  integrate  chat  into  a  Web  page.  Ven- 
■  ture  capitalists  took  Busey  seriously  because  of  his 
books  and  his  work  on  Mosaic. 
Family  and  friends  provided  the  first  $25,000.  John  Hime,  an 
Austin,  Texas,  venture  capitalist,  kicked  in  $50,000  in  November 
1995.  Then  Tom  Winter  wrote  a  $100,000  check  one  month  later 
and  invested  an  additional  $650,000  two  months  after  that.  Win- 
ter worked  with  Busey  to  develop  a  business  model  and  hire  a 
CEO.  Total  startup  costs  from  inception  to  first  shipment  were 
$600,000,  which  left  $225,000  to  spare. 

Since  then,  investors  have  put  up  another  $4  million  or  so. 
The  firm  began  to  show  "substantial"  revenues  in  the  third  quar- 
ter of  1996,  and  Busey  thinks  it  could  turn  a  profit  this  year. 

Why  did  he  fail  the  first  time?  Busey  figures  he  backed  the 
wrong  technology.  "I  think  that  was  an  indication  of  my  age," 
says  the  old  hand,  who  turned  26  in  April.  "I  thought  3D  was 
really  cool,  but  1  didn't  think  about  what  the  market  wanted." 

No  matter.  He  never  doubted  that  he'd  be  back  to  try  again. 
"Everything  I  did  during  the  past  three  years  was  aimed  at  build- 
ing credentials  and  credibility  so  that  1  could  start  another 
company,"  he  says.  "Working  at  Spyglass,  writing  the  books, 
and  developing  software  was  all  part  of  that." 

Busey  dismisses  the  notion  that  Generation  Xers  as  a  group 
are  more  resilient  than  their  forebears:  After  all,  he  notes,  entre- 
preneurs always  have  dealt  well  with  failure.  The  difference  may 
be  in  the  speed  with  which  he  and  his  peers  react  to  setbacks. 


"I've  been  using  computers  since  third  grade,  and  I've  had  a 
modem  since  the  eighth  grade,"  he  says.  "I'm  used  to  commu- 
nicating and  getting  things  done  quickly  and  efficiently.  I  don't 
call  myself  Generation  X — I'm  Generation  Now." 

Bryn  Kaufman  ► 

PRESIDENT,  COMPUTER  MARKET  PLACE 
At  25  he  had  to  cut  his  staff  from  12  to  2. 
Thought  about  taking  vodka  in  lieu  of  cash. 

Bv  HIS  26th  birthday  Bryn  Kaufman  had  endured  business 
flops  in  two  hemispheres — one  in  Cherry  Hill,  New  Jersey;  the 
second  in  Moscow.  As  recently  as  1992  he  considered  giving  up 
and  taking  a  job  on  Wall  Street. 

That  was  before  he  decided  to  hitch  his  company's  fortunes 
to  the  Internet — a  decision  he  made  last  summer.  The  results  are 
so  promising  that  Kaufman  already  is  talking  to  investment 
bankers  about  an  eventual  initial  public  offering  for  Computer 
Market  Place,  which  is  located  in  Broomall,  Pennsylvania,  near 
Philadelphia,  and  which  generated  $6.2  million  in  revenues  last 
year.  "I  see  the  Internet  the  way  Sam  Walton  saw  discount  stores 
when  he  started  in  1962,"  says  Kaufman,  now  31.  "It  has  unimag- 
inable potential  as  a  selling  tool." 

Computer  Market  Place  began  in  1985  when  Kaufman  started 
selling  computer  accessories  out  of  his  parents'  home.  His  father 
coughed  up  $1,800  so  his  son  could  build  an  IBM  clone,  the  Ultra. 
Young  Kaufman  managed  to  sell  several  of  the  machines  to 
colleges  and  universities  in  Pennsylvania.  By  1991  Computer 
Market  Place's  annual  sales  of  computer  and  brand-name  soft- 
ware and  hardware  had  reached  $1.7  million. 

But  Kaufman  had  bigger  plans.  The  next  step:  He  opened  a 
retail  store — and  got  clobbered  by  CompUSA  and  Circuit  City. 
He  lost  money  during  each  of  the  10  months  the  store  lasted  and 
shut  it  down  in  August  1992,  for  a  total  loss  of  around  $100,000. 

Undaunted,  Kaufman  undertook  to  supply  two  computer 
stores,  one  in  Russia,  the  other  in  Armenia.  The  stores,  which 
opened  in  December  1991,  were  financed  by  an  Armenian  busi- 
nessman whom  Kaufman  had  met  through  a  coworker's  father, 
a  former  CIA  agent.  "We  didn't  know  a  thing  about  Russia," 
says  Kaufman.  "We  just  sold  the  guy  our  products.  A  lot  of  the 
time  he  wanted  to  pay  us  in  vodka  and  artwork,  but  I  wasn't  into 
that.  I  don't  know  a  thing  about  art,  either." 

Shipping  and  communications  were  problems.  And  as  it 
turned  out,  Kaufman  should  have  taken  the  vodka  and  sold  that 
to  the  Russians.  Their  economy  was  rapidly  falling  apart.  The 
computer  stores  closed  within  a  year. 

While  Kaufman  didn't  suffer  direct  financial  losses — the 
Armenian  paid  up  front  for  the  computers — the  experience  hurt. 
Sales  from  Kaufman's  original  business  declined  $300,000  that 
year,  and  his  staff  shrank  from  12  employees  to  2.  "We  were  try- 
ing to  grow  the  Broomall  store  when  everything  else  collapsed," 
he  says.  "I  had  to  cut  costs  and  do  whatever  it  took  to  keep  the 
company  alive." 

Amazingly,  during  all  this  upheaval  Kaufman  still  managed 
to  attend  Wharton's  undergraduate  school  of  business  part-time. 
A  friend  recently  had  quit  the  computer  business  and  was  doing 
well  as  a  stockbroker  on  Wall  Street.  "At  one  point  I  think  I  said 
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Willis  ^^^^  ^'^  ^ead  for  Wall  Street  too,  as  soon  as  I  got  my 
 I  degree,"  admits  Kaufman. 

Then  the  phone  rang.  A  disgruntled  employee  at  a  compet- 
ig  firm  wanted  to  discuss  something  else  about  which  Kaufman 
new  absolutely  nothing:  government  contracts.  Kaufman  hired 
le  woman,  and  Computer  Market  Place  was  soon  selling  its 
roducts  to  agencies  ranging  from  the  Department  of  Heahh 
nd  Human  Services  to  the  Naval  Undersea  Warfare  Center. 
Vithin  six  months  Kaufman  decided  to  dump  commercial  cus- 
Dmers.  Sales  rose  from  $1.4  million  in  1992  to  $6.2  million 
ist  year.  During  that  time,  Kaufman  paid  off  his  school  loans 
nd  bought  a  Lamborghini  Countach  (around  $100,000). 

Kaufman's  latest  scheme:  go  back  to  selling  to  nongovern- 
lent  customers — this  time  using  the  Internet.  Since  mid- 1996 
e's  been  using  the  Net  to  make  bids  and  cut  down  on  paper- 
work in  his  dealings  with  the  Feds.  Last  year  he  invested  $200  in 
virtual  shopping  cart  feature  that  allows  users  to  buy  directly 
-om  the  Web  site.  Result:  Since  December  the  cart  has  attracted 
lonthly  sales  of  $520,000 — about  50%  of  the  firm's  total  business. 

Moreover,  Kaufman's  profit  margin  has  climbed  sharply. 
I  quickly  realized  that  the  Net  can  solve  all  the  problems  we 
iced  with  the  store,"  he  says.  He  doesn't  need  to  invest  time  and 
ilaries  on  salespeople,  an  expense  that  was  a  major  drain  on  the 
stall  store.  And  rent  is  minimal:  $200  to  an  Internet  service 
rovider.  "That's  $200  for  a  virtual  store  that  people  in  every 
ountry  can  shop  at  24  hours  a  day,"  he  says. 

But  success  has  come  not  just  because  of  new  technology, 
[aufman  has  learned  a  few  lessons  from  his  previous  failures. 
I've  learned  how  important  it  is  to  have  good  people  around 
ou  to  deal  with  the  day-to-day  stuff."  He's  also  learned  the  never- 
ay-die  lesson:  "If  you're  truly  an  entrepreneur,  you  have  to  say, 
'm  in  this  until  I  die.'  Giving  up  is  not  an  option." 

Kaufman  figures  the  Net  is  his  chance  to  build  the  empire  he's 
Iways  craved.  He  recently  formed  a  partnership  with  Spread 
agle,  a  Japanese  computer  consulting  firm,  to  launch  a  ver- 
ion  of  his  Web  site  in  Japan.  "Back  when  I  opened  the  New  Jer- 
ey  store,  I  wanted  to  be  Sam  Walton,"  he  says.  "I  still  do,  only 
ow  I  have  the  Internet." 

MKvdmme^ 

;hairman  and  ceo,  cks  group 

i{  24  he  lost  $3  million. 

;esorted  to  selling  his  office  furniture. 

"YPiCAL  Gen-X  entrepreneurs  are  scruffy  outsiders  who  suc- 
eed  for  two  reasons:  First,  they're  not  burdened  by  an  insider's 
nowledge  of  what  works  and  what  doesn't,  so  they're  free  to 
einvent  success.  Second,  they're  hungry. 

But  Mark  Kvamme  doesn't  fit  the  mold.  Kvamme,  chairman 
nd  CEO  of  CKS  Group,  a  600-employee  ad  agency  in  Cuper- 
ino,  California,  was  born  with  a  silicon  spoon  in  his  mouth:  His 
ither,  Floyd  Kvamme,  cofounded  National  Semiconductor  in 
967  and  is  now  a  partner  at  the  venture  capital  firm  Kleiner 
'erkins  Caufield  &  Byers.  The  younger  Kvamme's  pedigree  at 
;ast  partly  explains  why,  as  a  junior  at  the  University  of  Cali- 
arnia  at  Berkeley,  he  came  up  with  his  first  startup  idea.  While 
/orking  at  Apple  as  a  programmer,  he  saw  an  opportunity  to  sell 


non-English  keyboards  to  foreign  computer  users  in  the  United 
States.  Kvamme,  now  36,  called  an  old  high  school  buddy,  and 
together  they  raised  nearly  $100,000  to  start  International  So- 
lutions. That  included  a  few  thousand  dollars  Kvamme  had  saved; 
in  addition,  his  parents  and  his  partner's  parents  each  chipped 
in  $10,000  to  $25,000  apiece.  Kvamme's  contacts  at  Apple  helped 
the  firm  land  the  right  to  distribute  Macintosh  software  to  inter- 
national customers.  Sales  climbed  from  $750,000  in  1984  to  $3 
million  a  year  later. 

Then  things  fell  apart.  International  Solutions's  two  largest 
clients,  Computer  Depot  and  First  Software,  went  bankrupt  in 
late  1985.  Together  they  represented  more  than  half  of  the  com- 
pany's business.  Worse,  Macintosh  sales  slumped  in  1985. 

That  slump  alone  might  have  been  enough  to  sink  the  firm, 
but  Kvamme  blames  the  failure  as  much  on  sloppy  financial 
controls  as  anything.  "We  were  so  busy  plugging  along  that 
we  didn't  track  how  much  money  we  were  making  or  spend- 
ing," he  says.  "Remember,  my  introduction  to  business  was  at 
Apple,  and  in  the  early  days  there,  no  one  talked  about  cost 
control  or  budgets." 

KiVAMME  TOOK  EIGHT  MONTHS  in  1986  to  unwind  the 
business,  paying  back  every  creditor  and  vendor  by 
running  product  promotions  and  selling  office  equip- 
ment. A  two-year  stint  as  director  of  international 
marketing  at  Wyse  Technology,  a  terminal  and  PC  clone 
L  manufacturer,  and  a  short-lived  position  at  Pillar,  a 
m  software  company,  gave  him  time  to  ponder  the 
lessons  of  his  failure.  "It  was  disheartening  to  say  the  least,"  he 
says.  "We  had  our  parents'  money  wrapped  up  in  it,  and  I  had 
to  lay  off  my  friends.  But  I  learned  so  much  more  about  business 
when  my  company  was  going  down  than  when  it  was  thriving." 

For  starters,  Kvamme  learned  not  to  rely  on  just  one  product 
line  or  customer  for  an  outside  share  of  revenues.  Another  les- 
son: "You  can't  control  if  a  client  is  going  bankrupt  or  leaving 
you,  but  you  can  control  your  finances.  I  was  determined  to  do 
that  in  my  next  business." 

In  September  1989  Kvamme  teamed  up  with  Bill  Cleary,  a 
friend  who  had  worked  with  him  at  Apple  and  for  him  at  Inter- 
national Solutions.  Kvamme  paid  $137,000 — mostly  money  saved 
from  his  Apple  days— for  a  half  interest  in  Cleary's  small  com- 
munications firm  and  took  the  job  of  president.  In  1991  the  two 
invited  another  Apple  alum,  Tom  Suiter,  to  join  them  as  creative 
director.  "The  three  of  us  basically  became  equal  partners  over 
lunch,"  he  says. 

Kvamme's  strategy  to  build  CKS  was  twofold,  and  it  reflected 
his  failure  at  International  Solutions.  "A  big  reason  this  company 
came  together  was  that  I  failed  and  learned  from  it,"  he  says.  First, 
he  was  determined  to  create  a  one-stop  shop  that  could  produce 
advertising,  product  design,  corporate  identity  campaigns,  and 
muhimedia  content  for  a  broad  range  of  clients  in  technology 
and  other  industries. 

His  second  goal?  Get  a  stranglehold  on  cost  controls.  Not 
surprisingly,  given  his  pedigree  and  experience,  Kvamme  turned 
to  technology  to  meet  his  ends.  He  estimates  that  he  has  spent 
more  than  $10,000  per  employee  on  high-end  workstations  and 
sophisticated  networking,  such  as  Tl  lines,  in  the  past  couple 
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of  years.  "When  we  formed  CKS,  no  one  was  using 
— J__l^  Macs  to  do  anything,  not  even  to  write  copy,"  he  mar- 
vels. "No  one  was  using  digital  technology  to  put  images  in  ads 
and  brochures.  We  were  using  Illustrator  for  all  our  illustrations 
and  using  color  copies  for  proofs,  when  other  firms  were  using 
felt-tip  markers  and  galleys.  Everyone  in  advertising  was  talking 
about  technology,  but  the  fact  is  that  CKS  was  one  of 'the  very 
first  to  actually  be  using  technology  to  work  efficiently." 

The  result:  CKS  has  gained  a  reputation  as  the  most  innova- 
tive agency  in  the  business.  Sales  have  grown  from  $1.3  million 
in  1989  to  a  projected  $130  million  this  year.  The  firm  offered 
2.5  million  shares  of  stock  at  $17  apiece  in  its  IPO  last  Decem- 
ber, and  the  stock  traded  as  high  as  $45  in  May  1996  before 
settling  at  $26  this  April. 

While  most  Gen  Xers  in  the  technology  industry  seem 
disdainful  of  traditional  motivations  like  drive,  ambition,  compe- 
tition, or  even  money  (they're  doing  it  because  it's  so  interest- 
ing), Kvamme's  drive  to  succeed  at  least  initially  had  something 
to  do  with  his  father's  illustrious  record  (although  now  he's  act- 
ing like  a  typical  Gen-X  outsider:  Father  and  son  have  been 
estranged  for  years).  Another  early  role  model  came  from  his 
days  working  at  Apple.  "I  used  to  wonder  what  it  would  be 
like  to  be  Steve  Jobs — walking  in  the  door  every  day  and  know- 
ing that  this  great  company  was  his  doing,"  he  says.  "I  wanted 
to  know  that  feeling." 

Mark  Pesce  ► 

VRML  INVENTOR/PROMOTER 

At  19,  he  flunked  out  of  MIT.  Then  lost  his  company 

in  a  corporate  coup. 

How  DOES  A  YOUNG  MAN  go  about  Creating  and  promoting  a 
brand-new  computer  language?  By  doing  poorly  in  his  engi- 
neering courses  and  flunking  out  of  MIT  in  three  semesters. 

Mark  Pesce  is  the  creator  of  virtual  reality  modeling  language 
(VRML;  pronounced  VERmal),  a  language  that  distributes  three- 
dimensional  scenes  over  the  Web.  He  is  also  the  acknowledged, 
if  unofficial,  leader  of  the  VRML  community,  which  is  helping  to 
give  the  Web  what  it  has  long  promised  but  not  delivered:  a  true 
3D,  interactive  experience. 

"Mark  has  worked  to  build  the  VRML  community  with  all 
the  zeal  and  focus  of  a  founder/CEO,"  says  Robert  Reid,  author 
of  Architects  of  the  Web,  a  new  book  that  profiles  visionaries  in 
the  Internet  community. 

Such  CEO  stature,  as  it  turns  out,  came  not  just  from  flunk- 
ing out  of  MIT.  In  1991,  Pesce  left  the  East  and  moved  to  San 
Francisco  to  start  a  company,  Ono-Sendai — a  name  taken  from 
William  Gibson's  novel  Neuromancer.  Pesce's  plan  was  to  create 
a  low-cost  virtual  reality  system  that  would  combine  a  head- 
mounted  display,  a  videogame  with  the  power  of  a  Nintendo  64, 
and  a  modem.  He  wanted  to  create  a  3D  network  where  people 
could,  say,  mix  and  mingle  at  a  virtual  cocktail  party  He  and  two 
partners  raised  $100,000  from  a  friend  who  had  cofounded  data- 
base manufacturer  Sybase,  and  Pesce  contributed  another  $30,000 
from  his  own  savings. 

The  head-mounted  display  (or  goggles)  cost  only  $80  in  com- 
ponents, and  the  partners  planned  to  sell  it  for  $300 — this  at  a 


time  when  other  devices  cost  hundreds  of  thousands  of  doll 
lars.  Sega,  which  eventually  invested  $250,000  in  the  venture,  wa 
impressed.  They  offered  Pesce  a  $50,000  contract  to  produc 
samples  for  the  winter  1993  Consumer  Electronics  Show,  sched 
uled  to  open  20  days  later. 

Ono-Sendai  made  that  deadline  and  began  negotiating  fo 
Sega  to  license  the  product.  Pesce  had  decided  to  let  one  of  hi 
partners  run  the  firm  while  he  concentrated  on  research.  "I  wa 
angry  all  the  time,"  he  says.  "It  seemed  to  me  that  everyone  hai 
their  own  interests  at  heart,  and  no  one  was  thinking  about  wha 
was  good  for  the  company." 

The  partner  who  took  over  as  president  in  the  summer  oj 
1992  soon  fired  Pesce,  who  still  sounds  surprised.  "Me!  Th< 
founder!"  he  marvels.  "My  creation  had  been  taken  away  fron 
me.  I  was  completely  enraged." 

After  being  thrown  out  of  his  own  company,  Pesce  luckih 
found  another  opportunity  in  late  1993:  the  World  Wide  Web— 
the  real-life  version  of  the  3D  network  he'd  fantasized,  talked,  anc 
written  about  for  years.  At  last  he  had  a  way  to  bring  peopU 
together  to  mix  and  mingle."!  had  a  grin  on  my  face  for  weeks,' 
he  says.  "I  surfed  all  300  sites  on  the  Web." 

Although  the  scars  from  Ono-Sendai's  failure  had  faded,  the 
lessons  came  into  focus  as  he  pondered  his  next  move 
"I  had  learned  that  it  was  important  to  go  with  your  strength,' 
says  Pesce.  "For  me,  that  meant  networking — and  I  realized  yoij 
didn't  need  head-mounted  displays  and  giant  workstations 
to  do  virtual  reality.  You  could  do  everything  over  the  Interne' 
on  PCs." 

Another  lesson  was  still  more  important:  "Don't  try  to  rule 
the  world."  Ono-Sendai  had  aimed  to  develop  a  product  thai 
would  dominate  an  emerging  industry.  This  time,  Pesce  woulc 
create  a  noncompetitive  platform  that  could  run  a  variety  o! 
products,  and  he  would  recruit  an  entire  industry  to  suppori 
it.  That  done,  there  would  be  plenty  of  opportunities  for  him 
to  make  money. 

"With  Ono-Sendai,  I  wanted  to  create  an  empire,  whereas  the 
Web  has  always  been  about  sharing,"  he  says.  "I  thought  I'd  make 
money  from  VRML,  but  that  wasn't  the  immediate  motivation.  1 
knew  that  eventually  a  rising  tide  would  float  my  boat." 

Unlike  many  people  who  have  done  far  less  to  build  a  new 
technology,  Pesce,  now  34,  doesn't  have  a  hot  IPO  to  show  for  his 
work — yet.  He  lives  in  a  modest  apartment  in  Santa  Monica  and 
makes  his  money  by  teaching,  consulting,  and  writing.  His  first 
book,  VRML:  Browsing  &  Building  Cyberspace,  has  sold  30,000 
copies  in  English.  A  third  book.  Learning  VRML:  Design  for  Cyber- 
space, is  due  out  this  summer.  "I  didn't  start  a  company  because 
it  would  have  slowed  the  progress  of  VRML.  People  respected  my 
opinions  because  there  was  no  financial  motive,"  says  Pesce,  whoi 
continues  to  organize  VRML  conferences  and  meetings. 

It's  not  hard  to  imagine  that  Pesce  will  one  day  get  an  IPO 
of  his  own.  He's  spent  the  last  several  months  telling  venture  cap- 
italists about  his  latest  idea:  Blitcom,  a  Web-based  network 
designed  to  deliver  entertainment  via  computer.  Even  now,, 
though,  he's  more  interested  in  ideas  than  finances:  "I  have  lotsi 
of  access  to  venture  capitalists,"  he  says.  "But  I'm  asking  them  fort 
advice  before  I  ask  for  cash." 

— Additional  reporting  by  Mark  Klirnek  and  Carol  Pickering  \ 
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If  you  are  the  president,  chairman,  or  CEO  of  a  global  2000  company,  you're  invite 
to  join  your  peers  at  The  Next  Millennium,  the  1997  Forbes  CEO  Forum. 
Jack  Kemp,  Steve  Forbes,  Cap  Weinberger,  Peter  Drucker, 
Arthur  Martinez,  Michael  Dell,  and  many  others  will  be  there  to  welcome  you. 
For  more  information,  call  21 2-206-5521 . 
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The  Forbes  CEO  Forum 
June  25-27, 1997 
Los  Angeles 

The  Four  Seasons  Hotel,  and 
The  Anderson  School  at  UCLA 

who  you^ll  meet 


You'll  attend  keynote  speeches  by  Jack  Kemp  and  Rupert  Murdoch. 
You'll  hear  Cap  Weinberger  on  Geopolitics,  Peter  Drucker  on  the  New  CEO 
Paradigm,  Arthur  Martinez  on  Listening  to  the  Consumer,  Kweisi  Mfume 
on  Business  and  Black  America,  Bob  Allen  on  Weathering  Change, 
and  more.  You'll  also  network  with  scores  of  CEOs  from  Forbes  500 
domestic  and  international  companies. 
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How  emerging  markets  measure  up  when  ranked  by  political  stability 

How  the  EMU  will  affect  European  competitiveness  and  the  relationship 
between  trading  blocs 

How  to  protect  trade  and  intellectual  property  when  going  global 

How  to  master  the  value  chain  by  leveraging  emerging  markets 

M&A  -  How  to  make  synergies  work  after  the  deal  closes 

How  to  keep  your  company  relevant  in  an  era  of  rapid  technological 
advancement  and  change 

Crisis  Management:  How  to  make  the  right  call 

Strategies  for  maintaining  management/labor  peace 

Corporate  America's  role  in  righting  past  wrongs  and  maintaining  core 
social  values 

How  to  use  technology  to  get  closer  to  your  customers 

how  to  get  more  info 
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Before  D-Day, 
General 
Eisenhower's 
record  was  so 
mixed  he  nearly  quit. 

By  Stephen 
Ambrose 


MILITARY  HISTORY  IS  REPLETE  with  generals  who 
lost  their  first  battle  but  learned  from  failure, 
then  recovered,  and  triumphed.  In  1 776  George 
Washington  lost  a  series  of  battles.  On  the  first 
day  of  his  first  battle  at  Shiloh,  Ulysses  Grant 
was  badly  surprised  and  took  a  terrible  licking. 
Military  history  is  also  replete  with  gen- 
erals who  were  late  bloomers.  Grant,  at  age  39, 
on  the  eve  of  the  Civil  War,  was  a  West  Point  graduate  (1843) 
who  could  only  find  employment  as  a  clerk  in  his  father's  store. 

Dwight  ("Ike")  Eisenhower,  a  1915  West  Point  graduate,  was 
a  major  in  1927.  His  brother  Milton  was  nine  years  younger 
but  was  already  the  number-two  man  in  the  Department  of  Agri- 
culture. He  was  secretly  pleased  that  in  Washington  Ike  was 
known  as  "Milton's  brother."  At  a  press  party,  Milton  stopped  a 
reporter  who  was  leaving  and  said,  "Please  don't  go  until  you've 
met  my  brother...  he's  going  places."  As  the  reporter  shook  hands 
with  the  37-year-old  Major  Eisenhower,  he  said  to  himself,  "If 
he's  going  far  he  had  better  start  soon."  He  didn't.  He  was  still 
a  major  10  years  later.  But  when  opportunity  came,  both  Grant 
and  Eisenhower  seized  it. 

Eisenhower  was^o  good  as  a  planner  and  staff  officer  and 
held  such  promise  as  a  field  commander  (although  he  had  never 
been  one,  at  any  level).  Chief  of  Staff  George  Marshall  put  him 
in  command  of  the  November  1942  North  African  invasion. 
Initially,  Ike  did  well  enough,  but  the  opposition  consisted  of 
poorly  armed,  dispirited  French  colonial  troops.  The  test  would 
come  when  he  met  the  A  team,  the  Africa  Corps  under 
General  Erwin  Rommel. 

As  Eisenhower's  American  for^o  closed  in  on  Tunisia,  it 
bumped  up  against  German  trv:  ops  and  was  stopped.  The  II 
Corps  was  commanded  by  Generii!  Lloyd  Fredendall.  Ike  had 


serious  doubts  about  him.  He  made  anti-British  cracks.  Eisen- 
hower warned  him,  "Our  Allies  have  got  to  be  partners  and  not 
people  that  we  view  with  suspicion  and  doubt,"  but  Fredendall 
didn't  stop. 

Worse,  Fredendall  had  situated  his  command  post  miles  to| 
the  rear  and  far  up  a  canyon.  He  put  200  engineers  to  work  for 
three  weeks  blasting  underground  shelters  for  himself  and 
his  staff  Eisenhower  inspected  the  place  and  was  embarrassed, 
but  all  he  did  about  it  was  to  tell  Fredendall  that  "one  of  the 
things  that  gives  me  the  most  concern  is  the  habit  of  some 
of  our  generals  in  staying  too  close  to  their  command  posts" 
and  reminded  him  that  "generals  are  expendable  just  as  is  any 
other  item  in  an  army."  Still,  Fredendall  stayed  in  his  bunker. 
Eisenhower  retained  him  only  because  Fredendall  had  been  per- 
sonally selected  by  Marshall. 

ON  February  14,  1943,  Rommel  attacked.  In  a  week 
k  he  had  gotten  through  Kasserine  Pass  and 
^  inflicted  a  humiliating  defeat  on  the  American 
B  army.  He  didn't  have  the  fuel  to  sustain  his 
H  advance  and  eventually  had  to  fall  back,  but  he 
■  had  caused  5,000  American  casualties  and 
f  destroyed  hundreds  of  tanks  and  trucks,  at  almost 
no  cost  to  the  Germans.  Fredendall  spent  the  first 
48  hours  in  his  bunker — much  of  the  time  asleep! 

But  the  man  most  responsible  for  the  failure  was  Eisenhower 
himself  He  had  not  been  tough  enough.  He  had  not  pushed 
training  hard  enough.  He  had  allowed  his  subordinates  to  bicker 
among  themselves.  He  had  accepted  intelligence  reports  based 
on  insufficient  sources.  He  was  so  upset  with  himself  that  he 
drafted  a  message  to  Marshall  suggesting  he  be  relieved.  His  chief 
of  staff  talked  him  out  of  sending  it.  Still,  in  his  first  real  ►  72 
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Trasic  Lost 


Cause? 


Some  big  winners 
didn't  have  a  chance 
in  hell.  So  don't  knock 


the  suicide  mission.  By  Owen  Edwards 


/T  THE  BEGINNING  OF  THE  Battle  of  Midway  in  June  1942, 
i  three  squadrons  of  American  torpedo  bombers 
\  attacked  the  Japanese  aircraft  carriers  Agaki,  Kaga, 
^  Soryu,  and  Hiryu,  in  an  attempt,  against  impossi- 
ble  odds,  to  draw  first  blood  in  what  would 
be  the  pivotal  sea  battle  of  the  Second  World  War. 
Commanded  by  three  forgotten  heroes — John 
Waldron,  Gene  Lindsey,  and  Lance  Massey — the 
squadrons,  a  total  of  41  planes,  had  left  the  carriers  Enterprise, 
Yorktown,  and  Hornet  a  few  hours  earlier.  Normally,  they  would 
have  flown  to  their  targets  with  fighter  escorts  to  protect  them 
from  air-to-air  attack  as  they  made  their  torpedo  runs,  but  fuel 
concerns  forced  them  to  leave  without  the  fighters. 

The  squadrons  attacked  in  three  successive  waves,  and  from 
the  moment  they  began  their  bombing  runs,  the  planes  were 
doomed.  Like  the  English  cavalry  in  the  ill-fated  Light  Brigade 
at  Balaklava,  the  fliers  must  have  known  their  chances  of  success 
were  slim,  but  they  bore  in  anyway.  Zeroes  swept  down  from 
above,  and  antiaircraft  batteries  on  the  Japanese  fleet  threw  up 
a  wall  of  flak.  Every  plane  in  the  first  wave  went  down,  and  the 
next  two  waves  were  almost  completely  destroyed.  Of  the  82 
aviators  in  the  torpedo  bombers,  68  were  killed.  Only  a  few 
torpedoes  were  launched;  none  hit  their  targets. 

A  tragic  lost  cause?  Obviously.  But  one  not  without  its  place 
in  the  fate  of  the  world.  Though  the  torpedoes  were  ineffective, 
the  attacks  caused  the  carriers  to  maneuver  evasively,  prevent- 
ing them  from  sailing  into  the  wind  to  launch  their  planes  toward 
the  U.S.  fleet.  At  the  same  time,  the  defending  Japanese  fighters 
had  been  drawn  down  from  high-altitude  patrol  to  attack  the 
torpedo  bombers  just  above  the  water.  Thus,  when  U.S.  SBD-3 
Dauntless  dive-bombers  came  in  at  15,000  feet,  there  were  no 
enemy  planes  to  stop  them,  and  the  decks  of  the  carriers  were 
crowded  with  heavily  armed  aircraft.  During  the  next  five 
minutes,  the  Japanese  fleet  suffered  a  blow  from  which  it  never 
recovered,  and  the  balance  of  the  war  in  the  Pacific  shifted  dra- 
matically in  favor  of  the  Allies. 


By  tactical  standards,  the  attack  of  the  torpedo  planes  made 
no  sense  at  all.  Though  all  military  actions  involve  an  element 
of  risk,  the  doctrine  of  assault  invariably  calls  for  favorable  odds. 
(As  a  gung  ho  young  marine,  I  was  shocked  and  disappointed 
to  be  taught  that  you  shouldn't  launch  an  attack  unless  you  have 
numerical  superiority — the  more  lopsided  the  numbers  the 
better.)  Had  they  played  it  by  the  book,  the  three  squadron 
commanders  would  have  turned  back  to  their  carriers  without 
attacking,  the  dive-bombers  would  have  been  shot  out  of  the  sky 
by  defending  Zeroes,  the  planes  on  the  Japanese  ships  would 
have  taken  off,  and  the  Battle  of  Midway  could  well  have  ended 
very  differently. 

IT  MIGHT  BE  POSSIBLE  TO  WRITE  a  history  of  the  world  focus- 
ing on  the  pivotal  part  played  by  the  lost  cause,  from  Joshua's 
miraculous  conquest  of  Jericho  and  the  desperate  defense 
of  the  pass  at  Thermopylae  to  Henry  Plantagenet's  victory 
at  Agincourt  and  the  Vietcong's  Tet  offensive,  which  failed 
militarily  but  cast  doubt  into  the  hearts  and  minds  of  the 
American  public. 
Certainly,  a  history  of  the  information  technology  busi- 
ness could  be  built  on  the  theme.  Some  of  the  biggest  winners 
in  the  industry  started  their  meteoric  careers  in  pursuit  of 
unreachable  goals.  What  chance  did  a  couple  of  scruffy  kids  in 
a  Cupertino,  California,  garage  have  to  break  the  dark-suited 
dominance  of  IBM  on  the  computer  market?  Why  would  they 
even  try?  How  hopeless  was  it  for  a  nerdy-looking  twenty-some- 
thing with  an  unimpressive  college  record  to  sell  an  operating 
system  to  Big  Blue  when  he  didn't  actually  have  one?  And  how 
dare  a  young  programmer  working  a  $6.25-an-hour  job  at  the 
University  of  Illinois  imagine  he  could  create  a  phenomenal  new 
communication  medium  for  Everyman? 

What  if  these  people  had  looked  at  the  odds  against  them  and 
decided  to  play  it  safe?  And  what  if  the  prevailing  culture  bad  been 
so  obsessed  with  winning — and  so  merciless  toward  failure — 
that  no  one  would  have  been  willing  to  take  their  places?  ►  72 
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rr  r  71  68  -4  battle,  Eisenhov/er's  performance  was  mis- 
I  A m prose  |  ^^^^^j^^  j^g^shall  would  have  been  justi- 

fied in  relieving  him. 

But  Marshall  rightly  felt  Eisenhower  had  a  great  capacity 
for  learning,  especially  from  failures.  Ike  ordered  more  and 
tougher  training;  the  CAs  and  their  officers  had  thought  they  were 
well  trained  and  tough  enough,  but  Rommel  had  taught  them 
otherwise.  Ike  fired  his  intelligence  officer — his  first  firing.  Then 
he  fired  Frcdcndall  and  brought  in  General  George  S.  Patton. 

When  Patton  arrived,  Ike  gave  him  advice  that  might  better 
have  been  directed  to  himself:  "You  must  not  retain  for  one 
instant  any  man  in  a  responsible  position  where  you  have  become 
doubtful  of  his  ability  to  do  his  job.  This  matter  calls  for  more 
courage  than  any  other  thing  you  will  have  to  do,  but  I  expect 
you  to  be  perfectly  cold-blooded  about  it." 

To  an  old  friend  training  an  infantry  division  in  Scotland, 
Eisenhower  expanded  on  the  theme:  "Officers  that  fail  must  be 
ruthlessly  weeded  out.  Considerations  of  friendship,  family,  kind- 
liness, and  nice  personality  have  nothing  whatsoever  to  do  with 
the  problem.  You  must  be  tough.  For  God's  sake,  don't  keep  any- 
body around  that  you  say  to  yourself, 'He  may  get  by' — he  won't. 
Throw  him  out.  Get  rid  of  the  lazy,  the  slothful,  the  indifferent, 
or  the  complacent." 

Ike  learned  other  lessons  from  the  defeat  at  Kasserine  Pass, 
but  the  one  that  counted  most  was  the  need  for  competent  com- 
manders. They  either  had  his  complete  trust  or  were  gone.  Many 
went.  Along  with  Patton,  he  brought  in  General  Omar  Bradley 
and  began  to  put  together  the  team  of  leaders  that  could  success- 
fully command  the  invasion  of  Europe.  The  rest  is  history.  ■ 

Stephen  Ambrose's  big  break  came  when  Dwight  Eisenhower  asked  him  to  be  his 
biographer  He  has  been  among  the  most  eclectic  of  American  historians,  with 
best-selling  books  on  Richard  Nixon,  D-Day,  and  most  recently,  Lewis  and  Clark. 


Edwdrds        ^  causes  matter.  Sometimes,  as  in  the 

 1  cases  cited  above,  they  matter  enormously.  But  to 

exist  and  to  attract  devil-may-care  risk  takers,  they  are  depen- 
dent on  several  factors.  A  lost  cause — a  suicide  mission,  a  des- 
perate attack,  a  battle  between  David  and  Goliath — ought  to 
be  motivated  by  a  cause  big  enough  to  justify  the  likelihood  of 
utter  defeat:  beating  the  Japanese,  beating  Microsoft,  beating  the 
world  to  a  biilion-dollar  pot  of  gold.  The  greatest  enemy  of  the 
lost  cause  is  not  failure — after  all,  that's  pretty  much  a  given — 
but  the  fear  of  failure.  Those  who  volunteer  to  take  on  an  unbeat- 
able foe  have  to  dismiss  losing  as  beside  the  point.  It  probably 
doesn't  hurt  if  those  willing  to  take  on  a  hopeless  fight  don't  have 
much  to  lose,  which  may  be  why  insanely  great  technology  break- 
throughs are  so  often  made  by  the  young,  for  whom  going  back 
to  square  one  doesn't  represent  such  a  huge  backward  leap. 

These  are  not  good  days  for  lost  causes.  The  sports  cliche  that 
"winning  is  the  only  thing"  has  infected  a  couple  of  generations, 
spawning  unromantic  anti-Quixotes  always  watching  and  wait- 
ing for  the  main  chance.  Athletes  no  longer  want  to  waste  their 
time  trying  to  help  an  underdo;;  team  pull  off  thrilling  upsets, 
but,  like  Deion  Sanders,  will  jump  iror.i  one  team  to  another  until 
they  can  find  one  already  on  the  ct .  npionship  track.  Risks  must 
always  be  calculated.  Politicians  may  1^^  vvilling  to  tilt  at  the  occa- 


sional windmill,  but  only  if  their  pollster  Panzas  get  a  strong  sig 
nal  that  their  quest  has  a  favorable  rating  with  voters. 

RECENT  COLLEGE  ciRADUATES,  once  a  dependable  pool  of 
V  bravado  and  rash  behavior — willing  and  useful  can- 
I  non  fodder  who  might  just  make  it  past  the  enemy 
'  wire — have  more  reasons  to  look  askance  at  long 
shots  than  they  did  just  a  few  years  ago.  People  who 
defy  the  odds  and  win  are  still  honored  as  heroes,  but 
L  those  who  fall  short  are  no  longer  romanticized  as 
m  daring  fools  or  intrepid  adventurers.  They  are  stig- 
matized as  losers,  a  term  more  damning  today  than  "mean  bas- 
tard" or  "slave  driver"  (both  of  which  are  high  compliments  by 
comparison).  And  those  afraid  of  that  stigma,  though  they  may 
do  just  fine  for  themselves  and  their  companies,  are  not  going 
to  pull  off  any  miracles.  They  may  win,  but  they  won't  win  one 
for  the  Gipper. 

Wall  Street  must  take  its  share  of  blame  for  the  low  repute 
of  the  noble  lost  cause.  Analysts  sit  on  the  sidelines,  like  judges 
at  gymnastic  meets,  ready  to  hand  out  low  scores  to  any  com- 
pany that  doesn't  turn  a  profit  every  three  months,  or  that  even 
makes  slightly  less  per  share  than  predicted.  Having  such  dour 
nemeses  looking  on  does  not  encourage  daring  in  CEOs  whose 
sense  of  self-preservation  overwhelms  their  desire  to  try  a  strat- 
egy high  in  risk  and  long  on  rewards.  Under  constant  scrutiny, 
smart  managers  court  the  smart  money,  protecting  their  stock 
prices  instead  of  taking  a  chance  on  an  astonishing  coup. 

But  despite  high  tech's  creeping  tendency  to  gigantism  (with 
Hewlett-Packard  replacing  Texaco  on  the  Dow,  and  Intel's  capi- 
talization now  larger  than  the  three  major  U.S.  car  manufactur- 
ers combined),  if  there's  any  place  where  the  lost  cause  retains  its 
luster,  that  place  is  Silicon  Valley.  The  payoff  for  beating  the  odds 
can  be  huge,  and  the  glamour  attached  to  "instant"  success  has 
a  celebrity  status  with  a  near-showbiz  glow. 

Yet  there's  more  than  money  behind  the  desire  of  startup 
entrepreneurs  to  sacrifice  any  semblance  of  normal  life  in  the 
battle  against  the  giants.  If  you  want  to  be  a  David,  it's  essential 
to  have  a  Goliath.  In  this  sense,  one  of  Bill  Gates's  greatest  con- 
tributions to  the  American  entrepreneurial  spirit — and  the 
romance  of  the  lost  cause — is  that  he's  become  the  titan  every- 
body loves  to  hate.  Lots  of  smart  kids  would  rather  beat  him  than 
join  him.  No  small  part  of  Netscape's  success  is  that  the  core 
group  of  University  of  Illinois  graduates  who  created  Navigator 
much  preferred  to  knock  themselves  out  for  Marc  Andreessen 
and  Jim  Clark  than  to  disappear  into  the  vastness  of  Microsoft. 

Even  with  the  IPO  market  cooler  than  it  was  a  year  ago,  or 
at  least  more  selective,  the  nature  and  history  of  Silicon  Valley 
should  continue  to  breathe  life  into  the  idea  that,  next  time,  the 
Charge  of  the  Light  Brigade  might  actually  succeed.  With  the 
dramatic  rise  of  digital  technology  in  the  landscape  of  Ameri- 
can business,  the  spirit  of  the  lost  cause  may  spread  once  again 
to  banish  the  fear  of  failure  so  crippling  to  an  adventurous  future. 
Since  the  West  so  often  sets  the  standard  for  the  rest  of  the  coun- 
try, we  can  only  hope  it  will.  ■ 

Owen  Edwards  is  a  contributing  editor  for  Forbes  ASAP  and  a  contributing  writer 
for  GQ.  He  was  executive  editor  o/"  American  Photographer,  managing  editor  of  Cos- 
mopolitan, and  founding  editor  of  Parenting. 
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Where  do  more  people  go 

for  RCx4-DSS  &  PRIMESTAR 


BRAND 


Surprised? 

You  shouldn't  be. 

RadioShack  is  America's  #1  retailer  of  RCA-brand  DSS®  and  PRIMESTAR®  digital  home  satellite 
systems.  Ther?'^-  nctfvng  amazing  about  it,  really.  After  all,  RadioShack  has  been  helping  people 
understand  and       ■  -vrvinai  electronics  for  years.  So  when  more  people  come  to  us  to  learn  about 
digital  satellite  ■        .ve're  not  surprised  a  bit.  For  our  store  near  you,  call  1-800-THE-SHACK®. 

MadioShack. 

*         gol  questions.  We've  got  answers? 


Technology  Doesn't  Work.  There  proba- 
bly is  nothing  sadder  for  a  high  tech  com- 
pany than  this.  Take  pen  computing  as  one 
disastrous  example.  It  was  supposed  to  be 
the  new  computing  paradigm  in  the  late 
1980s:  portable  devices  that  would  let  you 
scribble  into  a  computer,  not  type  on  a 
keyboard.  Early  models  sported  a  cool- 
looking  stylus  to  input  data  using  any 
handwriting.  Just  one  problem:  The  hand- 
writing recognition  software  never  worked. 
A  decade  later,  it  still  doesn't. 

Some  companies  that  slid  down  the 
hole  with  that  technology:  Go  Corpora- 
tion of  Foster  City,  California,  started  in 
1987,  raised  $75  million  from  venture 
backers  but  never  sold  anything  except 
itself.  AT&T  was  foolish  enough  to  acquire 
Go  in  1993  for  a  stock  swap.  Ma  Bell  tried 
to  use  some  of  the  technology  in  its 
Eo  portable  device.  Eo  was  shuttered  in 
July  1994.  Another  Silicon  Valley  entry. 
Momenta,  raised  $48  million  and  intro- 
duced a  $4,995  lemon  that  lasted  on  the 
market  eight  months.  (It  didn't  work.)  The 
company  folded  in  three  years. 

With  continuous  voice  input  now 
knocking  on  the  door,  it's  doubtful  pen 
computing  will  ever  make  it  big. 


It's  the  Market,  Stupid!  Often  fluid  in 
other  industries,  a  market  can  be  down- 
right slippery  in  technology.  It  can  change. 
It  can  be  missed.  It  can  never  material- 
ize. It  can  vanish  overnight. 

One  illustration  of  the  mayhem  comes 
courtesy  of  the  supercomputing  indus- 
try. Some  very  smart  people,  running  com- 
panies such  as  Cray,  Thinking  Machines, 
and  Kendall  Square  Research,  chased  a 
high-end,  high-ticket  market  for  very  fast, 
complex  computers.  But  these  companies 
were  so  self-absorbed  in  their  technology 
prowess  that  every  one  of  them  failed  to 
notice  the  market  was  being  overtaken 
by  cheaper  computers.  Workstations 
from  Hewlett-Packard  or  Sun,  and 
even  some  PCs,  were  suddenly  able 
to  handle  the  same  difficult  tasks  as 
supercomputers.  By  1996  every 
U.S.  supercomputer  manufac- 
turer was  gone.  Some  victims: 
Alliant  Computer  closed  in  1992. 
Convex  was  bought  by  Hewlett- 
Packard  in  1995.  Kendall  Square 
went  bankrupt  in  1995.  Thinking 
Machines  reorganized  as  a  soft- 
ware house  in  1995.  Cray  Com- 
puter drowned  in  1995,  and  Cray 
Research  was  acquired  by  Silicon 
Graphics  the  same  year. 
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Bad  Timing  Is  Everything.  Worse  in  the 
high  tech  business  than  on  the  dance  floor, 
bad  timing — arriving  to  market  too  early 
or  too  late — can  ruin  even  the  best  prod- 
ucts or  companies.  Rule  of  thumb:  Deliver 
a  viable  product  in  9  to  12  months  or 
you're  toast. 

One  company  handily  broke  that 
rule — Kaleida,  funded  to  the 
tune  of  $40  million  by 
Apple  Computer  and  IBM 
in  1991.  Hyped  as  a  red- 
hot  startup,  Kaleida's 
mission  was  to  create  a 
multimedia  programming 
language.  It  finally  pro- 
duced one,  called  Script  X. 
But  it  took  three  years. 
Meanwhile,  companies 
such  as  Macromedia  and 
Asymetrix  had  snapped 
up  all  the  business. 
Kaleida  closed  in  1995. 

Then  there's  SyQuest. 
It  was  the  hottest  disk 
drive  maker  of  the  early 
'90s,  following  its  introduction 
of  an  inexpensive  external  drive  to 
store  digitized  art  and  text.  But  then  com- 
petitor Iomega  spoiled  it  all.  Iomega  came 
out  with  an  external  model  featuring  bet- 
ter technology  and  smaller  disks  two 
months  before  SyQuest  could  get  another 
offering  to  market.  SyQuest  never  recov- 
ered. Iomega  holds  85%  of  the  external  disk 
drive  market  while  SyQuest  has  only  6%. 


One-Hit  Wonders... Aren't  Wonderful. 

Initial  customer  acceptance  doesn't  always 
translate  into  big  business  over  time.  Take 
WordPerfect,  the  biggest-selling  word 
processing  program  in  the  late  1980s.  It 


captured  more  than  70%  of  the  market. 
Now  it  maintains  a  measly  17%. 

That's  because  WordPerfect  stuck  with 
its  original  hit,  a  word  processor  for  DOS 
machines.  When  Microsoft  introduced 
Windows  in  1990,  WordPerfect 
foolishly  clung  to  its  old 
tried  and  true.  Big  mis- 
take. Windows  overtook 
DOS,  and  Microsoft 


Chasing  Away  Talent  Is  a  Killer.  Ine 

leaders  really  do  sink  the  ship.  One  wei 
example:  William  Shockley's  terrible  treal 
ment  of  employees.  A  brilliant  Bell  Lai 
scientist  and  a  co-inventor  of  the  transi 
tor  in  1947  (for  which  he  won  a  Nob 
Prize  in  1956),  Shockley  started  ShockK 
Semiconductor  Laboratory  in  195 
he  was  a  paranoid  leadv 
ho  subjected  engineers  i 
ie  detector  tests.  In  19 
eight  key  engineers,  inckn,  i. 
ing  future  legends  Bo 
Noyce  and  Gordon  Moori 
jumped  ship,  formin 
Fairchild  Semiconducto 
Shockley's  compan 
was  sold  in  1960  t' 
Cevite,  resold  in  1 96 
to  ITT,  and  close< 
in  1968. 

A  more  recent  ex 
ample:  John  Mousi 
souris,  whose  paranoij 
brought  his  company 
MicroUnity,  to  its  knees 
Once  touted  as  a  developer  of  c 
revolutionary  communication; 
chip,  MicroUnity  turned  into  "micro- 
unacy"  and  quickly  faded  from  the  spot- 
ight.  Moussouris  placed  cameras  inside 
and  outside  his  un- 
marked building. 
Employees 
feared  their 
-         ■ .  conver- 


Vr»'**<»  »'-■  >  sationsi 


based 
WordPerfect  in  1994 
for  $855  million,  but 
WordPerfect  had  lost  so 
much  market  share  that 
when  Novell  sold  it  to 
Corel  two  years  later,  it 
fetched  just  $158  million. 
Remember  Aldus,  the 
Seattle  software  house?  It 
invented  desktop  publishing  in 
1985  with  PageMaker.  Aldus  had 
little  competition  for  years,  and  so 
failed  to  improve.  Then  Denver-based 
Quark  blew  past.  PageMaker,  now  owned 
bv  Adobe,  remains  No.  2. 


were 
being 


recorded,  and  they  were  kept  in  the  dark 
about  most  things.  By  last  summer,  the 
company  was  taking  on  water  badly. 
Moussouris  laid  off  nearly  his  entire 
workforce  and  shut  down  a  $42  million 
fabrication  plant.  — Lee  Patterson 


76    fORBES  ASAP    June  2.1997 


don't  have 

t  "time to 

tepeat 


With  Polycom's  true,  two-way 
communications,  you 

only  have  to  say  it  once. 

When  only  the  best-quality  audio 
will  do,  our  state-of-the-art 
speaker  delivers. 


Our  three  intelligetit  mics 
dynamically  adjust  as  people  and 
ideas  move  around  the  room. 


Infrared  remote  lets  you  dial 
increase  volume,  or  mute  a  call 
^^^^^^  from  anywhere  in  the  room. 

Polycom's  advanced  audio 
W  technology  cancels  echoes  and 
'  automatically  adjusts  to  room  acoustics. 


Business  waits  for  no  one. 
Your  reputation  depends  on  getting  it  right — 
the  first  time.  That's  why  Polycom's  SoundStation  Premier "  conference  phone 
delivers  the  absolute  best  quality  available.  You  hear  every  word,  even  in  the  largest 
boardroom.  In  fact,  95  of  the  Fortune  100  already  use  Polycom  products  because 
they  know  there's  just  no  time  for  second  best.  Contact  GBH  at 
www.gbhinc.com  or  800-222-5424. 


^  POLYCOM 
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Change  is  the  only  constant.  Success  is  fleeting.  Challenges  are 
hurled  relentlessly  from  all  directions.  Today,  surviving  and 
competing  effectively  define  the  new  corporate  imperative. 
That's  business,  and  NEC  understands  what  you're  up  against. 
Regardless  of  size,  your  company  must  be  responsive.  Strategic 
planning  is  critical.  Effective  decision  making  is  now  an  art 
form.  Knowledge  is  your  greatest  intellectual  asset  and 
information  a  strategic  weapon.  Capturing  information  and 
deploying  it  on  demand  can  enable  survivability  and  growth 
opportunity.  Can  you  compete?  NEC  can  help  with  a  couple 
of  mission  critical  recommendations  and  a  complimentary 
Strategic  Technology  Planning  Guide: 

First-Converge  your  technc'^^gy  departments  and  align 
them  with  a  strategic  technology  provider.  Such  an  alliance 


can  deliver  the  tools  to  help  plan  the  core  technologies 
needed  to  build  the  network,  and  the  industry  leadership 
and  experience  to  bring  it  all  together—  keeping  your 
company  on  the  cutting  edge. 

Second-  Harness  your  existing  technologies,  migrate  the 
to  meet  your  evolving  business  demands,  and  integrate 
them  with  powerful  new  technologies  to  build  multimed 
environments  capable  of  deploying  information  in  all  its 
forms,  when  and  where  you  need  it. 

To  receive  a  complimentary  copy  of  the  NEC  Strategic 
Technology  Planning  Guide,  or  more  information  about 
NEC's  powerful  and  versatile  voice  (PBX/Key),  video,  and  A' 
networking  platforms,  contact  your  local  NEC  Dealer,  call 
us  at  i-800-TEAM  NEC  or  visit  our  website  at  www.nec.com 
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rhe  hype  is  heavy,  but  when  the  dust  clears, 

these  companies  may  be  on  very  shal<y  ground. 


)verestimating  the  Intelligence  of  the  Average  Couch  Potato 

VebTV  offers  a  $249  box  that  transforms  a  TV  into  a  Web- 
urfing  email  machine.  But  despite  expensive  advertising  and  a 
425  million  buyout  by  Microsoft,  WebTV  has  yet  to  overcome 
elevision's  43-year  history  as  a  passive  entertainment  medium, 
ince  fewer  than  60,000  units  reportedly  have  been  sold,  Gartner 
jroup  analyst  Janet  Asteroff  says,  "It'll  never  make  it  to  300,000 
inits  by  year's  end."  For  WebTV  to  succeed,  consumers  will  have 
0  be  educated  on  a  whole  new  product  category.  In  addition  to 
jring  consumers,  WebTV  also  will  have  to  bat 
le  emerging  competitors:  ViewCall  Amer- 
:a,  Sega,  and  a  French  company  called 
"letGem  will  all  offer  similar  products. 
Vhen  Push  Comes  to  Shove  Touted 
s  the  new  browser  or  belittled  as  an 
iverbearing  technology,  "push"  ap- 
ilications  were  the  talk  of  the  first 
[uarter.  But  behind  the  noise  of  the 
lublic  debates,  companies  such  as 
'ointCast,  BackWeb,  and  Intermind  are  fail 
ng  to  hear  the  locomotive  barreling  down 
ipon  them.  That  train  is  Microsoft  and 
Netscape,  both  of  which  are  already  incorporat- 
ng  "push"  technology  into  their  browsers.  ~ ' 

Vhen  Infrastructure  Partners  Bail  Out  Launched  by  venture 
apitalists  John  Doerr  and  William  Randolph  Hearst  III,  @Home 
ras  supposed  to  be  the  next  Netscape.  The  idea  was  to  bring  the 
nternet  to  homes  through  lightning-fast  cables  already  used  to 
leliver  television  signals.  The  project  has  powerful  backers, 
ncluding  the  largest  U.S.  cable  company,  TCI,  and  its  CEO  and 
hairman,  John  Malone,  who  has  a  45%  stake  in  the  startup. 
5ut  late  last  year  things  changed.  That's  when  Malone  announced 
hat  TCI  would  refocus  its  previous  commitments  to  new-media 
)rojects.  Malone  went  so  far  as  to  take  back  a  $125  million  invest- 
nent  in  MSN,  the  Microsoft  Network. 


Although  @Home  recently  completed  a  private  stock  place- 
ment that  valued  the  company  at  more  than  $1  billion,  it  faces 
some  pretty  serious  challenges.  Content  competitors  such  as 
Microsoft  are  looking  at  satellites,  not  cable.  At  the  same  time, 
phone  companies  are  trying  to  squeeze  more  bandwidth  out  of 
their  own  pipes. 

"Without  TCI's  support,  @Home  will  surely  wither,"  says 
Harry  Fenick,  vice  president  of  Zona  Research.  So  far,  @Home 
has  been  slow  to  expand  deployment  of  its  services.  Fenick  says, 
"At  the  rate  they're  going  now,  they  may  be  ubiq- 
itous  in  about  25  years." 
Fool  Me  Once...  Putting  money  on  a  past 
loser  usually  isn't  such  a  great  idea.  But 
^•-"^^^S^vt;:,  in  the  technology  industry,  people  are 
^^^>  more  forgiving.  Or  is  it  more  forgetful? 
Venture  capital  firm  Kleiner  Perkins 
Caufield  &  Byers  has  forgiven  Jerry 
Kaplan  of  the  infamous  Go  Corporation 
■fe.  After  he  blew  more  than  $75  mil- 
ion  on  his  pen-computing  failure,  Kaplan 
turned  around  and  got  $2.3  million  from 
Kleiner  Perkins  to  fund  an  Internet  startup 
s^P"  called  Onsale.  The  company  auctions  used  PCs  and 
peripherals  over  the  Web  and  claims  monthly  sales  of  some 
$4  million.  But  in  1996  Onsale  made  only  $361,000  on  sales  of 
$14  million.  It  also  faces  direct  competition  from  companies  such 
as  ICES  (International  Commerce  Exchange  Systems)  that  offer 
more  than  just  computer-related  products. 

In  another  case,  car  salesman  Peter  Ellis  lost  more  than  $15 
million  and  filed  for  bankruptcy  after  he  closed  or  sold  16  deal- 
erships in  the  early  1990s.  But  that  didn't  stop  private  investors 
from  putting  $24  million  into  his  new  online  car-selling  busi- 
ness, Auto-By-Tel.  Some  of  them  now  may  be  wishing  they  hadn't. 
The  company  lost  $6  million  last  year  and  recently  postponed 
its  initial  public  offering — indefinitely.  — Lee  Patterson 


lustrations  by  Bill  Russell 
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Introducing 


Guaranteed  Emergency  Service 


The  H^^N  >  Service  Dimension 
In  LTL  Transportation 

Exclusive  Service.  .  .The  fastest  nonstop  routing  direct  to  your  customer's  door,  exclusive  use  of  a 
Roadway  trailer,  one  of  the  largest  expedited  fleets  available,  and  a  dedicated  critical  shipment  coordinator. 

Priority  Service. .  .Expedited  service  through  our  network  for  on-time  delivery  every  time. 

Each  service  level  is  backed  by  a  1 00%  on-time  delivery  guarantee. 

ROADWM 

Ibxpress 

i-ftSft-ssfl-Qftfln 

for  Emergency  Shipments  CallloU-Tree  24  Houna  Day...  t      Ww     m  ^  W  W  W  www.roQdwQy.com  rexmail@roQdwQy.com 

Exceptional  Service.  .  .No  Exception 
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Calluses 

Not 


By  John 
Rutledge 


How  I  fell  off 

a  horse,  broke 
)   12,000  bottles, 
and  folded 
my  first  fund. 


Cum  Laudes 


I BELIEVE  THAT  BRUISES,  NOT  BOOKS,  are  the  best  teachers  and 
that  calluses,  not  cum  laudes,  are  the  best  evidence  of  higher 
learning.  In  America's  winner  culture  today,  we  spend  too 
much  time  celebrating  our  victories  and  not  enough  time 
respecting  the  lessons  we  learn  from  our  failures. 
One  of  the  side  benefits  of 
writing  columns  for  Forbes  is 
the  hundreds  of  letters  and 
emails  I  receive  from  readers  every 
month.  A  significant  number  of 
them  say  they  want  my  job:  giving 
speeches,  making  investments, 
traveling  to  cool  places,  talking 
with  smart  people,  buying  and 
growing  companies,  and  advising 
corporations.  Hey,  come  to  think 
of  it,  this  is  a  great  job.  Mostly,  peo- 
ple want  to  know  where  to  go  to 
school,  or  what  to  study,  and  what 
they  have  to  do  to  be  successful. 

I  always  write  back  the  same 
thing.  Do  something  you  love, 
learn  something  new  every  day, 
find  the  smartest,  most  decent 
people  you  can  and  stay  close  to 
them,  be  someone  other  people 
can  count  on,  and  don't  be  afraid  to  take  risks — don't  be  afraid 
to  fail.  In  my  career,  mistakes  are  where  I  learned  the  most — I 
wouldn't  trade  them  for  anything  in  the  world. 

In  our  family  the  motto  was  "never  give  up."  The  family  heroes 
were  Grandpa  Bill,  who  walked  to  work  at  the  asbestos  factory. 
Grandma  Flora,  who  built  a  barn  with  her  own  hands  when 


The  author  on  his  horse, 
Baldie,  Claremore,  Oklahoma, 
1958. ..before  falling. 


I  was  taught  it  was  not  a  sin  to  be  thrown 
from  a  horse,  but  it  was  a  sin  to  stay  on  the  ground. 
The  worst  sin  of  ail  was  not  to  try  in  the  first  place. 


she  was  60  years  old,  and  Uncle  John,  who  told  stories  about  rid- 
ing the  railcars  during  the  Great  Depression  looking  for  work. 
But  my  biggest  hero  was  my  dad,  who  worked  for  a  dozen  com- 
panies before  he  found  steady  work,  who  went  to  work  every  day 
before  dawn  when  I  woke  up,  who  was  the  guy  everyone  in  town 

came  to  when  they  needed  help — 
and  whom  I  never  once  heard 
complain.  I  was  taught  it  was  not 
a  sin  to  be  thrown  from  a  horse, 
but  it  was  a  sin  to  stay  on  the 
ground.  But  the  worst  sin  of  all  was 
not  to  try  in  the  first  place. 

A  good  thing,  too,  because  most 
of  what  I  know  has  come  from  the 
bumps  and  bruises  acquired  while 
trying  to  do  things  I  didn't  know 
how  to  do.  It's  not  exaggerating  to 
say  that  the  reason  I  have  owned 
my  own  business  and  worked  for 
myself  for  the  past  20  years  is 
because,  with  my  resume,  I'm  the 
only  one  willing  to  hire  me. 

For  example,  there  was  the  day 
I  learned  about  being  careful.  Six- 
teen years  old,  wearing  my  new 
Pepsi  work  shirt,  I  thought  I  was 
pretty  cool.  I  was  sitting  in  the  helper's  (shotgun)  seat  of  a  huge 
Pepsi  truck,  looking  out  at  the  large  rectangular  rearview  mirror 
that  stuck  out  on  the  right  side  of  the  truck.  The  route  driver 
gunned  the  engine  to  make  a  left-hand  turn  onto  a  busy  Chicago 
highway,  trying  to  make  it  before  the  light  turned  red.  As  we 
turned,  a  wall  of  Pepsi,  nearly  500  cases  in  all,  blotted  out  the 
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sun  in  the  rearview  mirror.  The  complete  contents 
of  one  side  of  the  truck  were  thrown  out  onto  the 
busy  highway.  The  driver's  helper — that  would  be  me — had  for- 
gotten to  close  the  side  doors  and  secure  the  load  at  our  last  stop. 

For  two  hours  I  picked  up  broken  Pepsi  bottles  with  a  broom 
and  a  piece  of  cardboard  as  the  driver,  personally  responsible 
for  the  value  of  his  own  breakage,  repeatedly  clenched 
and  unclenched  his  fists  by  the  side  of  the  road.  Thus  ended 
my  short  but  colorful  career  at  Pepsi.  I  learned  two  things  that 
day:  I  was  not  cut  out  for  jobs  that  required  paying  attention, 
and  centrifugal  force  was  something  not  to  be  ignored. 

Another  time  I  needed  a  new  amplifier  for  my  guitar  (in  high 
school,  being  in  a  rock-and-roll  band  was  the  only  guaranteed 
method  to  get  girls),  so  I  decided  to  seek  further  employment, 
this  time  as  a  short-order  cook  in 
a  drive-in  restaurant.  No  problem, 
the  boss  said.  When  the  carhops 
brought  in  a  new  order,  they 
clipped  it  onto  a  revolving  wheel 
so  I  could  turn  it  around  to  read 
the  order.  He  didn't  know  I  was  so 
nearsighted  (20/400)  I  couldn't  see 
the  wheel  at  all,  much  less  the 
orders.  I  kept  this  condition  secret 
from  everyone.  (In  1962,  glasses 
were  definitely  not  cool.)  By  the 
end  of  the  first  night,  I  was  wash- 
ing root  beer  mugs,  my  exclusive 
assignment,  while  the  boss  cooked 
all  the  food  himself.  There  was  no 
second  night.  The  morals  here: 
Don't  sign  up  for  something  unless 
you  can  deliver  it,  and  vanity  is  a 
dangerous  thing. 

Halfway  through  high  school  I 
thought,  "This  is  boring,  I'm  going 
to  go  to  college — now."  Surpris- 
ingly, 1  was  admitted  and  entered 
college,  where  I  joined  a  fraternity. 
During  my  first  year  I  applied  my- 
self with  diligence  to  the  three  Bs: 
babes,  billiards,  and  bourbon.  I  did 
less  well  in  attending  class  and 
other  academic  areas.  After  an  undistinguished  freshman  year 
the  dean  and  I  agreed  I  would  go  and  find  myself — in  some  other 
state — until  I  learned  how  to  deliver  on  commitments.  This  nat- 
urally brings  me  tojny  next  career. 

At  a  paint  factory  I  earned  $62  per  week  and  got  to  wear  a 
white  lab  coat  (not  as  good  as  a  Pepsi  shirt  but  still  pretty  good 
for  getting  girls)  as  a  quality-control  technician.  My  job  was  test- 
ing every  batch  of  paint  for  color,  hardness,  and  viscosity.  Well, 
almost  every  batch.  It  seems  I  missed  testing  a  1,500-gallon  vat 
one  day,  which  an  industrial  customer  later  used  to  paint  an 
entire  factory.  When  the  paint  dried  it  literally  fell  off  the  walls — 
it  seems  the  entire  batch  had  been  mixed  without  any  resin, 
the  stuff  that  binds  the  pigment  to  the  paint.  After  a  brief  con- 
versation with  my  boss,  I  reapplied  to  school. 


During  my  first  year  of  college,  I  applied  myself 
with  diligence  to  the  three  Bs:  babes,  billiards,  and 
bourbon.  Much  later  I  learned  to  be  serious. 


Armed  with  recent  evidence  that  I  was  not  well  suited  to  earn 
a  living  in  the  real  world,  I  decided  to  become  a  college  profes^ 
son  This  time  I  applied  myself  with  a  vengeance,  even  copying 
my  textbooks  by  hand  to  memorize  them.  I  studied,  I  showed 
up,  I  turned  in  term  papers  on  time.  Such  work  helped  me  earn 
my  bachelor's  degree  and  a  place  in  graduate  school  where  I  com- 
pleted my  Ph.D.  in  economics  in  less  than  three  years.  1  had 
finally  learned  the  work  habits  that  I  have  used  ever  since  to  build 
my  career  as  an  economist,  business  and  investment  adviser,  anc 
private  equity  investor.  Each  misstep  along  the  way  helped  me  t( 
learn  how  to  work,  how  to  handle  myself,  how  to  be  a  partner. 

I  needed  all  these  lessons  to  handle  a  very  difficult  experi- 
ence I  had  in  the  mid-'80s.  My  partner  and  I  had  raised  $2  mil- 
lion in  venture  capital  to  start  a  unique  mutual  fund  family,  in: 

which  we  allocated  shareholder 
funds  among  a  group  of  first-rate 
institutional  money  managers. 
After  two  years  in  business,  we  had 
succeeded  in  growing  the  fund  to 
$40  million  and  were  within  sight 
of  the  $70  million  total  asset  level 
we  needed  to  break  even  as  a  man- 
agement company,  i.e.,  the  point 
where  we  would  be  able  to  stop 
burning  through  our  capital  to 
support  current  operating  ex- 
penses. But  the  500-point  drop  in 
the  stock  market  on  October  19, 
1987,  changed  all  our  plans. 

Scared  off  by  the  crash,  inves- 
tors lost  their  appetite  for  the  mar- 
ket, and  it  became  very  difficult  to 
grow  the  assets  of  the  fund.  With 
our  breakeven  point  looking  un- 
reachable, we  examined  our  aUer- 
natives.  We  could  raise  more  cap- 
ital and  risk  losing  even  more 
money  for  our  investors.  We  could 
sell  the  fund  to  a  larger  fund,  which 
didn't  seem  right,  since  investors 
had  come  to  our  fund  specifically 
to  invest  with  us.  Or  we  could  sim- 
ply close  the  fund  down  and  send 
our  shareholders  their  money  back,  and  our  venture  capital 
investors  what  was  left  of  theirs.  We  chose  the  latter  course  and 
wound  down  operations. 

Looking  back,  I  think  we  threw  in  the  towel  too  early.  If  we 
had  had  the  tenacity  to  hunker  down  a  little  longer,  and  the  faith 
that  the  market  would  rebound,  we  would  have  made  it.  But  I 
still  learned  some  valuable  lessons:  1  learned  to  lose  money  in 
the  market  without  losing  faith.  And  I  learned  not  to  start  a  ven- 
ture without  sufficient  capital  to  see  it  through  to  completion. 

Today,  my  partners  and  I  manage  a  fund  in  which  we  buy  and 
grow  many  different  types  of  businesses.  These  lessons,  and  hun- 
dreds more  like  them,  are  the  real  assets  of  our  business.  Falling 
off  a  horse,  and  getting  back  on  again,  is  the  only  way  I  know 
how  to  learn  them.     *  Comments  to  Rutledgeco@aoI.com  ■ 
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Pjvgress.  Beyond  an  executive  vision,  moving  forward  requires 
the  commitment  of  your  entire  organization.  At  Zenger  Miller,  we 
provide  the  experience  you  need  to  mobilize  managers  and  team 
members  at  every  level  in  support  of  your  company's  stiutegic  goals. 

At  the  Bank  of  Bermuda,  the  first  step  towards  progress  involved 
addressing  the  Bank's  internal  goals.  Through  creative,  interactive  sessions, 
Zenger  Miller  assisted  the  Bank  in  breaking  down  divisional  barriers, 
broadening  the  level  of  awareness  about  managerial  issues,  and  bringing 
employees  together  to  solve  key  business  problems.  The  entire  organization 
is  now  better  prepared  to  manage  change,  increase  the  quality  of  products 
and  services,  and  fiilfill  customer  expectations.  The  Bank  of  Bermuda 
also  gained  a  distinct  advantage  in  a  highly  competitive  recruitment 
market  by  offering  Zenger  Miller  training  courses  as  an  incentive  to 
potential  job  candidates. 

"We  value  their  willingness  to  fit  the  training  into  our  culture.  Zenger 
Miller  has  presented  meaningful  solutions  which  have  helped  us  move  our 
Bank  forward." 

Learn  how  Zenger  Miller  can  help  you  achieve  equally  impressive 
results.  Please  call  us  at  1-800-566-0630  or  visit  us  on  the  World  Wide 
Web  at  www.zengermillerlibrary.com. 
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Failure  Chic 

America  used  to  be  about  overcoming  failure. 
Now,  gripes  the  author,  failure  is  cool. 

By  Joe  Queenan 


IN  THE  PAST  DECADE  OR  SO  the  American  people  have  devel- 
oped a  very  unhealthy  attitude  toward  the  concept  of  fail- 
ure. Basically,  they  have  stopped  loathing  it.  In  certain 
situations,  they  have  begun  to  admire  it.  And  in  a  lim- 
ited number  of  horrifying  scenarios,  they  are  actually 
taking  steps  to  reward  it. 
The  signs  of  failurephilia  are  everywhere.  Apple,  a  once- 
mighty  company  that  is  now  a  complete  disaster,  is  still 
'iewed  in  some  circles  as  a  noble  Nez  Perce  pitted  against  the 
file  bluecoats.  Steve  lobs,  purged  from  the  company  he  founded, 
esurfaces  with  an  operating  system  that  conspicuously  fails  to 
ake  the  world  by  storm,  yet  he  is  still  deemed  a  visionary  of  Del- 
)hic  pedigree.  Kevin  Costner  makes  a  string  of  titanic  duds  like 
^aterworld  and  Wyatt  Earp,  and  he  emerges  from  the  experi- 
;nce  with  a  somehow  older,  wiser,  more  admirable  image.  Sarah 
^erguson  utterly  disgraces  herself,  her  family,  and  her  country, 
hen  ends  up  with  a  best-selling  book,  the  adulation  of  the 
nasses,  and  a  small  fortune  in  product  endorsements. 

Evidence  of  the  public's  disconcerting  fascination  with  fail- 
ire  does  not  stop  there.  Quitters  like  Bill  Bradley  and  Sam  Nunn 
eave  public  office  just  when  their  party  needs  them  most  and 
ire  lauded  by  the  public  as  lonely  Parsifals,  too  saintly  for  the 
ough-and-tumble  world  of  politics.  Rap  and  rock  stars  are  slain 
n  drive-by  shootings  or  via  bullets  through  their  heads — usu- 
illy  telltale  signs  that  one's  sojourn  on  the  planet  has  not  been 
I  complete  success — and  their  records  sell  even  better  than 
)efore.  Editors  at  famous  magazines  fail  year  in  and  year  out  to 
urn  a  profit  and  are  rewarded  with  accolades,  higher  salaries, 
ind,  in  some  cases,  clothing  allowances.  And  a  12-year-old  girl 
;ets  booted  out  of  the  Broadway-bound  Annie  because  she  can- 
lot  cut  the  mustard,  and  then  becomes  an  overnight  celebrity,  a 
ole  model,  and  that  most  hated  of  monstrosities — a  poster  child. 

Television  provides  some  of  the  best  examples  of  upward  fails- 
nanship.  Jeff  Foxworthy's  cornball  sitcom  is  canceled  by  one  net- 
vork,  then  picked  up  by  another.  Tea  Leoni  strikes  out  on  one 
:hanne!  and  is  rewarded  by  NBC  with  the  coveted  time 
lot  between  Seinfeld  and  ER,  the  two  most  popular  shows  in 


America.  Meanwhile,  certified  duds  like  Arsenio  Hall  are  given 
one  chance  after  another  to  extend  careers  that  manifestly  deserve 
immediate  termination. 

One  of  the  most  depressing  examples  of  the  public's 
burgeoning  affection  for  failures  is  the  Shine  tour.  A  mentally  ill 
Australian  pianist  is  first  immortalized  in  a  heartwarming,  Oscar- 
nominated  film.  Then  he  plays  in  front  of  sold-out  crowds  the 
length  and  breadth  of  the  country — even  though  all  the  evidence 
indicates  that  as  a  musician  David  Helfgott  is  a  complete  butcher. 

SURE,  there's  something  deeply  affecting  about  a  man 
I  who  rises  above  seemingly  insuperable  psychologi- 
cal problems  to  reclaim  his  musical  birthright.  It 
doesn't  change  the  fact  that  this  cultural  Elephant  Man 
i  belongs  nowhere  near  a  concert  stage — not  at 
I  Carnegie  Hall,  not  at  the  Royal  Albert  Hall,  not  at 
I  the  worst  dive  in  Melbourne.  What  kind  of  message 
does  it  send  to  the  thousands  of  gifted,  hardworking, 
sane  young  musicians  struggling  to  line  up  free  gigs  at  the  local 
library  when  a  carnival  act  like  this  gets  all  the  headlines,  all  the 
hosannas,  all  the  moola?  It  says  this:  Failure  pays. 

The  culture  of  failure  can  be  seen  at  its  most  insidious  in 
the  way  we  are  raising  our  children.  Where  once  public  schools 
viewed  their  mission  as  the  grounding  of  youngsters  in  reading, 
writing,  and  'rithmetic,  they  now  passionately  devote  themselves 
to  raising  students'  self-esteem.  The  result  is  dumbed-down  SAT 
tests,  absurdly  generous  grading,  report  cards  that  mean 
absolutely  nothing.  The  result  is  a  generation  of  young  people 
who  can't  read,  can't  count,  can't  speak  foreign  languages,  can't 
think.  But  who  nevertheless  feel  pretty  good  about  themselves. 

This  isn't  the  only  area  in  which  children  are  rewarded  for 
accomplishments  they  have  not  in  fact  accomplished.  Look  inside 
the  average  kid's  bedroom  and  you'll  see  the  chest  of  drawers 
bedecked  with  dodgy  trophies  for  last-place  finishes,  medals, 
plaques,  and  ribbons  awarded  simply  for  showing  up.  My  5-year- 
old  daughter  once  earned  a  trophy  after  playing  on  a  soccer  team 
that  won  one  game  and  scored  one  goal  the  entire  season.  And 
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the  only  reason  they  scored  that  goal  was  because 
I  promised  to  take  the  entire  team  to  the  movies 
and  buy  them  pizza— not  if  they  won  a  game  but  if  they  sim- 
ply managed  to  score  a  single  goal.  In  other  words,  because  I 
bribed  them.  No  doubt  the  team  they  beat  1-0  also  got  a  bunch 
of  trophies. 

Who  is  to  blame  for  tlie  rise  of  failure  chic  in  America?  That's 
an  easy  one:  Jimmy  Carter.  Hounded  out  of  office  with  his  tail 
between  his  legs  back  in  1981  after  running  the  country  right 
into  the  ground,  Carter  has  spent  the  past  16  years  expertly 
reinventing  himself  as  the  greatest  ex-president  this  country  has 
ever  known.  This  is  like  being 
the  greatest  unsuccessful  air- 
plane pilot  in  history.  Never 
mind  the  double-digit  inflation 
he  unleashed  on  the  country. 
Never  mind  the  Iranian  hostage 
situation.  Never  mind  the 
crashed  helicopter,  the  dis- 
graced cronies,  the  vertiginous 
interest  rates,  the  abject  dis- 
grace of  being  an  incumbent 
president  booted  out  into  the 
street.  No,  by  cunningly  getting 
himself  photographed  in  the  act 
of  repairing  a  few  run-down 
buildings  in  New  York's  slums  and  cavorting  with  known  bozos 
like  Kim  II  Sung  and  those  Serbian  butcher  pals  of  his.  Carter 
has  managed  to  persuade  the  public  that  he  never  got  a  fair 
chance,  that  his  record  really  wasn't  all  that  bad,  that  Ronald 
Reagan  got  all  the  breaks. 

SvENGALi  OF  SELF-PROMOTION,  Carter  has  beguiled 
the  American  people  into  thinking  that  he  is  some- 
how  a  morally  superior  being  who  has  devoted  him- 

K  self  to  being  an  ambassador  of  hope  while  presi- 

^^^^^  dents  such  as  Ronald  Reagan,  George  Bush,  and 
^^^^^^  Gerald  Ford  merely  took  the  money  and  ran. 
K  Again  and  again  in  the  past  decade  I  have  heard 

"  otherwise-sensible  people  praise  one  of  our  worst 

presidents  for  his  postexecutive  civic-mindedness  while  lam- 
basting Ford,  Reagan,  and  Bush  for  spending  too  much  time  play- 
ing golf  and  charging  too  much  for  their  public  speeches.  That's 
the  whole  point  of  it,  dummies:  If  you  do  a  good  job  while  you're 
in  office,  you're  entided  to  a  few  thousand  rounds  of  golf,  a  bunch 
of  lucrative  board  memberships,  hundreds  of  lucrative  speaking 
engagements.  If  you  do  your  job  right  while  you're  in  office, 
nobody  expects  you  to  spend  your  retirement  rehabbing  tene- 
ments in  New  York  City. 

So,  once  again,  the  message  we  are  sending  our  kids:  Don't  be 
a  successful  president  like  Ronald  Reagan.  Don't  go  out  and 
win  a  war  like  George  Bush.  Don't  be  a  healer  like  Gerald  Ford. 
No,  instead,  be  a  colossal  bust  as  a  president.  Drag  the  country 
straight  down  into  the  poorhouse.  Make  a  complete  fool  of  your- 
self battling  killer  bunnies.  Blame  your  fellow  Americans  for 
everything.  Get  your  butt  kicked  at  the  polls.  Then,  years  after 
you  leave  office,  you  might  win  yourself  a  Nobel  Prize.  This  is 


Quitters  like  Bill  Bradley 
and  Sam  Nunn  leave  public 
office  just  when  their  party 
needs  them  most.  They  are 
lauded  by  the  public  as  lonely 
Parsifals,  too  saintly  for  the 
rough-and-tumble. 


like  honoring  Nicholas  Romanov  for  being  a  great  ex-czar. 

As  the  examples  above  illustrate,  the  culture  of  failure  is 
acutely  active  in  the  worlds  of  business,  politics,  education,  and 
the  arts.  The  one  holdout  is  the  world  of  professional  sports, 
where  failure  is  still  looked  upon  as  what  it  really  is:  leprosy. 
Think  of  the  scorn  heaped  upon  the  Buffalo  Bills,  the  Min- 
nesota Vikings,  the  Orlando  Magic,  and  all  those  other  chronic 
chokers.  Try  to  find  a  kid  whose  hero  is  Roberto  Duran.  Go 
out  on  the  street  this  afternoon  and  count  how  many  people 
you  see  wearing  New  England  Patriots  caps,  Seattle  Super- 
sonics  jackets,  Detroit  Red  Wings  sweatpants. 

Bleeding  hearts  are  forever 
attacking  professional  sports- 
men because  of  their  obsessive 
emphasis  on  winning.  Journal- 
ists in  particular  are  always  try- 
ing to  mythologize  the  Boston 
Red  Sox  as  gallant  warriors  who 
provide  us  with  a  much  better 
metaphor  for  human  existence 
than,  say,  the  New  York  Yankees. 
As  usual,  the  bleeding  hearts 
and  journalists  have  it  all 
wrong.  The  mythology  of  this 
nation  revolves  around  people 
with  names  like  Babe  Ruth,  Bill 
Russell,  Gordie  Howe,  Willie  Mays,  and  Roberto  Clemente,  not 
runners-up  like  Karl  Malone,  Charles  Barkley,  and  Jim  Kelly. 
Sure,  the  losers  were  gallant.  Sure,  the  losers  gave  it  their  best 
shot.  But  if  defeat  is  such  a  powerful,  eye-opening,  spiritually 
invigorating  experience,  why  do  we  teach  our  kids  to  be  like 
Larry  Bird?  Remember,  what  made  The  Boys  of  Summer  such  a 
memorable  book  was  that  the  Brooklyn  Dodgers,  perennial  Yan- 
kees bridesmaids,  finally  won  the  World  Series.  Sure,  Mark 
Antony  had  his  charm.  But  Caesar  Augustus  is  the  guy  who 
put  the  points  on  the  scoreboard. 

In  this  context,  it  is  useful  to  consider  the  life  and  times  of 
Michael  Jordan.  Arguably  the  greatest  basketball  player  of  all 
time  (I  would  still  go  with  Wilt,  but  I'm  from  Philadelphia), 
Jordan  decided  to  abandon  the  sport  he  was  really  good  at 
and  try  his  hand  at  something  he  was  not  good  at  (baseball). 
He  failed. 

What's  more,  while  he  was  failing,  in  full  view  of  250  million 
countrymen,  most  people  thought  he  was  making  a  fool  of  him- 
self And  when  he  did  cast  aside  his  quixotic  dream  and  return 
to  the  sport  at  which  he  had  once  excelled,  his  team  suffered  an 
embarrassing  loss.  The  next  year,  Jordan  tore  the  NBA  apart, 
leading  the  Chicago  Bulls  to.  the  most  remarkable  season  in  NBA 
history.  His  experience  demonstrated  one  indisputable  point: 
There  is  only  one  thing  you  can  learn  from  failure.  It's  an  expe- 
rience you  don't  want  to  repeat. 

Now  write  that  down. 

Teach  it  to  your  kids. 

Frame  it  and  hang  it  on  the  wall. 

And  stop  reading  Jimmy  Carter's  appalling  poetry.  ■ 

]oe  Queenan  is  a  regular  contributor  to  GQ,  People,  and  Barron's,  and  is  the  author 
of  If  You're  Talking  to  Me,  Your  Career  Must  Be  in  Trouble. 
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Sega  and  Nintendo 
pay  these  Xers  to  find  flaws 
tliat  are  way  uncool. 

By  Gary  Andrew  Poole 


SOUNDING  REMARKABLY  LIKE  Beavis  and  Butthead,  four 
I   twentysomethings  play  a  Sega  videogame.  It's  about 
9  p.m.  on  a  Tuesday,  but  time  is  really  irrelevant  to 
the  guys  in  this  crappy  San  Francisco  office  across 
k   from  a  seedy  rocker  bar  called  the  DNA  Lounge.  The 
I    foursome  has  been  playing  the  same  game  for  two 
i   months  (with  periodic  rest  periods)  and  they  look 
the  worse  for  wear.  They're  making  guttural  sounds 
to  each  other,  as  if  they're  speaking  a  weird  Gen-X  language. 
Staring  at  the  screen,  joysticks  in  hand,  they  respond  to  the  action 
with  monotone  utterances: 
"Uh,  uh,  uh,  uh,  uh.  Huh!" 

On  the  monitor,  four  warriors  are  moving  around  corridors 
and  trying  to  blow  each  other  to  smithereens.  The  game  is  called 
Hexen,  in  which  players  pretend  to  be  medieval  characters  while 
frying  people.  We're  in  Death  Match  Mode!  To  an  outsider  it's 
impossible  to  figure  out  what's  really  going  on,  but  the  guys — 
who  are,  incidentally,  on  the  cutting  edge  of  software  failure 
analysis  without  even  knowing  it — are  enraptured. 

There's  William  Choulos,  32,  who  looks  like  a  green-haired 
Stevie  Ray  Vaughn.  He  wears  a  cowboy  hat  and  knee-high  leather 
boots  and  tells  me  that  he  hates  this  game  and  "all  games!"  Next 
to  him  is  Raphael  Pepi,  21,  who  has  multiple  earrings,  a  streak 
of  red  in  his  hair,  and  a  boyish  enthusiasm  for  killing  the  peo- 
ple on  the  screen.  The  next  monitor  warrior  is  tattooed-all-over 
Del  Fallis,  who  says  he's  ageless,  and  who,  without  looking  away 
from  the  screen,  says,  "Videogames  raised  me.  TV.  TV.  Mom  and 
Dad  were  channels. ...  We're  insane."  Finally,  there's  quiet  and 
intense  Alan  Tan,  25,  who  has  mucho  street  cred  in  this  room 
because — hold  on! — he  used  to  work  for  Sega  as  a... temp. 

Watching  over  her  workers  is  27-year-old  Rachel  Olhava,  who 
resembles  Dominatrix  Heidi.  She  has  magenta  hair  done  up  in 
pigtails,  and  her  hand  is  wrapped  with  bandages  from  a  "bowl- 
ing ball  accident."  She's  as  paranoid  as  a  guard  at  a  nuclear  test 
site.  Why?  Rachel  is  worried  about  "The  Research."  The  research? 

Rachel,  who  is  "into  role-playing  games  like  Doom,"  tells  me 
The  Research  is  what  these  guys  are  doing  and  it  "can't  be 
revealed."  We're  looking  at  an  unreleased  game  with  bugs.  She's 
afraid  that  the  secrets,  problems,  and  look  of  this  prepubes- 
cent  contest  will  be  revealed  to  the  world.  (Relax,  Rachel!)  But 
maybe  she  has  a  point,  because  we're  looking  at  a  game  that  cost 
about  $2  million  to  make. 

The  grungy  guys  playing  the  game  are  not  members  of  a  fail- 
ing garage  band  killing  time  before  their  next  gig,  but  actually 
computer  industry  professionals  known  as  testers.  Videogame 


The  Gnat  Patrol  Clockwise:  Creg  I'leming 
(front)  with  Pankers,  Paige  White  with  Max, 
Raphael  Pepi,  William  Choulos  (in  cowboy 
hat),  Rachel  Olhava,  and  Alan  Ian  with 
Spiderman  (their  hero)  in  Testing  Room  #A 
at  Bug  Police  Headquarters. 
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companies  hire  them  to  find  problems  in  their  soft 
ware:  a  critical  function  in  an  industry  plagued  with 


shoddy  workmanship.  Yet  all  parties  admit  testers  are  "the  low- 
est rung  on  the  software  totem  pole."  While  many  programmers 
become  rich  yuppie  assholes,  the  foursome  and  the  20  other 
testers  here  slave  for  a  relatively  piss-poor  $10  an  hour,  but 
they  do  get  to  call  themselves  the  Bug  Police,  which  is  also  the 
name  of  the  company  they  work  for.  Their  common  goal:  to  find 
flaws  in  games  (and  some  PC  and  Mac  applications),  tell  the  soft- 
ware maker,  get  the  bugs  fixed, 
and  ship  a  bug-free  game.  If  it 
were  only  that  easy. 

"We're  a  programmers  worst 
nightmare,"  says  Rachel,  rather 
menacingly. 

That  comment  gets  the  guys 
excited.  "The  programmers  think 
they're  so  superior,  but. ..we're 
saving  their  ass,"  says  Raphael. 

"Bringing  down  a  game  is 
like  a  dare,"  says  William.  "Great 
to  bring  down  a  game." 

William's  comment  brings  a  happy  chorus  to  the  room. 

"Uh,  uh,  uh,  uh,  uh.  Huh!" 

None  of  the  testers  has  yet  taken  his  eyes  away  from 
the  screen. 

These  stock-optionless  workers  take  perverse  pride  in  annoy- 
ing $100,000-plus-a-year  programmers  by  finding  flaws  in  their 
software.  "There's  a  lot  of  animosity  between  what  we  do  and 
the  programmers  because  we  can  really  delay  a  game,"  says 
Rachel,  gleefully.  The  testers'  work,  attitude,  and  look  might  seem 
immature,  but  don't  underestimate  them:  The  Bug  Police  are 
really  failure  experts — they  like  to  put  games  through  their  paces 
and  can  spend  days  putting  game  characters  up  against  every  wall 
in  the  game  or  making  sure  every  "power-up"  (points  in  which 
a  character  gets  healthier  or  more  weapons)  works  properly. 

"The  Bug  Police  call  me  and  I  feel  like  hanging  myself," 
admits  Emily  Albertson,  a  game  producer,  who  has  worked  with 
the  BP.  That's  the  kind  of  reaction  the  Bug  Police  want  to  hear. 

See,  good  testers  are  sort  of  like  test  pilots  who  take  a  plane 
to  the  edge  of  the  ol'  envelope — except  game  testers  have  no 
health  insurance,  live  with  creaky  backs,  suffer  from  an  ailment 
they  call  "thumb  calluses,"  and  certainly  experience  fewer  real- 
life  thrills. 

Sure,  every  day  is  casual  day  for  these  guys;  they  don't  hold 
a  Stanford  M.B.A.  and  don't  know  how  to  write  code,  but  then 
again  can  you  reach  level-fucking- 1 3  of  Doom?  Still  not  im- 
pressed? Well,  at  least  take  solace  in  knowing  that  your  video- 
addicted  kid  might  actually  have  a  future.  The  Bug  Police  might 
even  get  the  last  laugh.  Academics  are  starting  to  talk  about  these 
game  boys  as  trendsetters  in  the  information  technology  world. 

"The  Bug  Police/game  company  conflict  is  analogous  to  any 
industry,  but  the  software  industry  is  particularly  prone  to  prob- 
lems," says  Tridas  Mukhopadhyay,  an  associate  professor  of  indus- 
trial administration  at  Carnegie  Mellon,  who  studies  software 
processes.  He  says  a  manufacturing  assembly  line  gets  rid  of  95% 
of  its  bugs  within  a  month  of  implementation.  In  contrast,  pro- 


Life  can  resemble  a  videogame. 
You  can  be  in  trouble,  without 
much  of  a  life,  then-BLAM! 
BLAM!BLAM!-youYea 
multimedia  pioneer  with  lots  of 
points  (money)  and  a  future. 


grammers  can  take  years  to  debug  software.  Much  of  the  prob- 
lem comes  from  increasingly  complex  software  but  also  from  the 
personality  of  the  programmers:  Software  makers  seem  to  love 
inefficiency.  Carnegie  Mellon  recently  studied  300  software  com- 
panies and  ranked  them  according  to  a  capability  maturity  model 
(CMM).  Most  scored  low,  proving  to  be  neither  capable  nor 
mature.  In  fact,  90%  of  them  didn't  bring  testers  into  the  early 
stages  of  the  software-making  process.  The  result:  disastrous 
problems  down  the  line.  That's  why,  according  to  the  professor, 

software  makers  need  to  give 
quality  control  folks  such  as  the 
Bug  Police  more  of  a  role. 

The  Bug  Police  don't  know 
Mukhopadhyay,  but  they  live  by 
his  philosophy.  "If  a  game  goes 
out  and  it  really  sucks  and 
crashes  all  the  time,  we'll  get 
blamed,"  says  William,  who,  dur- 
ing his  first  few  months  with  the 
Bug  Police,  couldn't  separate  his 
life  from  his  work — not  exactly 
a  healthy  thing.  "I'd  come  home  and  wouldn't  talk  to  anyone,  just 
think  about  the  game,  playing  the  game,  playing  the  game..." 

EVER  GO  INTO  A  7-Ei.EVEN  for  your  morning  coffee  and 
see  high  school  students  playing  videogames?  What 
if,  say,  you  went  into  the  same  7-Eleven  for  an  after- 
noon Slurpee  and  saw  the  same  kids  obsessively  play- 
ing the  same  game?  You'd  probably  come  to  the  all- 
too-reasonable  conclusion  that  these  kids  ain't  gonna 
amount  to  much. 
As  a  kid  in  Winston -Salem,  North  Carolina,  Greg 
Fleming-  -the  Bug  Police's  founder  and  the  chief  of  the  guys  (and 
gal)  testing  Hexen — was  a  "nerdy  game  junkie"  who  was  one  of 
those  nihilistic  7  Eleven  kids.  In  fact,  Fleming  still  brags  about 
how  he'd  spend  all  day  playing  the  arcade  game  Asteroids  on  just 
one  quarter.  In  the  1980s  the  game  industry  became  more  sophis- 
ticated and  offered  a  variety  of  games  you  could  play  at  home. 
This  was  good  news  for  Fleming.  The  ponytailed  boy  spent  his 
formative  years  rolling  off  the  couch  every  morning  to  play  Super 
Mario  Bros,  and  other  brain-dead  games.  He  happily  whiled  away 
years  sitting  in  front  of  his  TV  with  munchies  and  a  sweat-stained 
joystick.  What  did  his  parents  think?  His  dad  pleaded  with  him 
to  get  a  factory  job.  Surely  playing  videogames  is  no  career,  right? 

Fleming's  life  was  starting  to  approach  the  Game  Over  stage. 
Then,  one  inspirational  day,  he  looked  on  the  box  of  one  of  the 
hundreds  of  videogames  strewn  around  him.  The  answer  hit 
him  like  a  laser  blast.  All  his  favorite  games  came  from  Sega  in 
Redwood  City,  California!  He  wasn't  a  loser!  He  could  work 
for  them!  So  at  age  25,  after  moving  to  San  Francisco,  he  called 
Sega  every  three  weeks  looking  for  a  job. 

After  a  few  months  the  Call  came!  Whoooweeee!  YES!  Sega 
had  offered  him  a  job  as  a  tester!  It  was  his  peculiar  calling.  He 
thrived  at  Sega,  working  his  way  around  the  company  and  gain- 
ing a  reputation  for  making  games  better.  One  day  a  superior, 
commenting  that  there  were  too  many  games  to  test,  joked  that 
someone  should  start  a  testing  company.  Fleming,  still  only  a 
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lowly  temp,  decided  it  was  no  joke — it  was  an  awe- 
some idea  for  a  startup:  All  his  friends  could  be  testers, 
and  he  had  contacts  at  all  the  major  game  companies. 

Taking  a  page  from  Bill  Gates's  business  origins  (kinda),  Flem- 
ing borrowed  $10,000  from  a  friend,  ate  his  meals  at  a  friend's 
cafe  where  they  gave  him  an  account,  rented  a  small  office  across 
from  the  DNA  Lounge  (where  he  worked  as  a  bartender),  and 
slept  on  his  office  floor.  Fleming  was  28.  That  was  three  and  a 
half  years  ago. 

Life  can  resemble  a  videogame.  You  can  be  in  trouble,  with- 
out much  of  a  life,  and  then — 
BLAM!  BLAM!  BLAM!- 
you're  a  multimedia  pioneer 
with  lots  of  points  (money) 
and  a  future.  There  is  a  karmic 
poetry  in  today's  world,  espe- 
cially when  you're  young, 
understand  technology,  and 
dress  like  a  modern-day  beat 
nik.  You  can  do  anything.  You 
can  even  play  videogames  all 
day  and  make  money.  It's  truly 
ridiculous.  Today,  Fleming's 
company  has  25  employees 
and  will  make  $1  million  in 
revenue  this  year.  Fleming,  now 
31,  is  chief  of  the  Bug  Police, 
a  popular  manager  whose 
employees  lovingly  describe 
him  as  "one  weird  dude."  Within  10  years  Fleming  hopes  to  have 
a  diversified,  Richard  Branson-like  conglomerate  of  8  to  10  other 
companies  (he  just  bought  a  limousine  service).  And  remember 
his  dad  who  told  him  to  get  the  factory  job?  The  younger 
Fleming  supported  his  father,  who's  now  very  proud  of  him, 
for  a  couple  of  years  after  his  father  lost  his  factory  job. 

EVEN  FOLKS  WHO  FOLLOW  the  quirky-by-design  video- 
game industry  say  there's  a  touch  of  brilliance  to  the 
Bug  Police.  "There's  an  arrogance  out  there  with  soft- 
ware companies,"  says  Yobie  Benjamin,  senior  con- 
sulting architect  with  Cambridge  Technology  Partners, 
a  consuhing  firm.  "Surrendering  software  to  an  exter- 
nal company  is  difficult  for  people  because  there's  this 
sense  that  they're  losing  control  of  their  product.  But 
a  testing  company  can  help  you.  A  great  woodworker  isn't  dif- 
ferent from  a  great  gamer.  A  great  woodworker  understands 
his  tools;  these  guys  understand  games." 

"We're  the  elite  of  game  testers,"  says  Fleming. 
Or,  as  Emily  Albertson,  associate  producer  of  SegaSoft's 
megapopular  game  Three  Dirty  Dwarves,  says:  "The  Bug  Police 
are  the  best.  Let's  face  it,  Greg  has  balls  of  steel.  I  sincerely  believe 
that  he  will  take  over  the  world." 

Still,  even  with  a  great  reputation  in  the  gaming  commu- 
nity, the  Bug  Police  suffer  the  same  problems  as  regular  cops: 
People  love  them  when  they  need  them  but  don't  give  them 
any  respect  the  rest  of  the  time. 

The  tester-client  relationship  is  fraught  with  tension,  but  only 


a  few  game  company  executives  understand  why  this  con- 
tentiousness is  necessary.  "The  Bug  Police  represent  the  ultimate 
buyers  of  games,"  says  Raynald  Leconte,  president  of  Cyber- 
Chance,  a  developer  of  gambling  games.  "Greg  might  read  50 
comic  books  a  day  and  have  the  mentality  of  a  19-year-old,  but 
that's  good  because  he's  so  focused  on  games  and  he  intimately 
understands  a  certain  age  group's  mentality.  He's  a  smart  busi- 
nessman and  he'll  be  honest  about  a  game  and  tell  someone 
it's  bad." "The  thrill  of  this  job,  like  a  game  kill,  is  to  crash  a  game 
big-time,"  says  Fleming,  who  charges  about  $35  an  hour  to  test 

a  game.  "But  I  feel  like  an 
undertaker  taking  measure- 
ments on  live  people.  We're 
constantly  breaking  bad  news 
to  people,  and  the  way  that's 
handled  is  dicey.  We're  show- 
ing our  client's  failure  and  that 
can  bring  some  hostility.  I  get 
yelled  at  all  the  time.  If  a  game 
is  really  bad,  we  try  and  send 
it  back  immediately  so  the 
company  can  start  rewriting 
it.  People  get  resentful  if  we 
find  lots  of  problems." 

So  what  do  the  Bug  Police 
actually  do  all  day  (and  night)? 
The  Bug  Police  spend  their 
time  testing  each  game  ac- 
cording to  a  detailed  method- 
ology: looking  for  problems  in  a  game's  play  or  full-motion  video; 
checking  for  sound  defects,  text  errors,  memory  card  flaws, 
and  bad  taste  (joking,  for  example,  about  rape);  and  ferreting 
out  breaches  of  law  or  of  proprietary  standards — Japanese  and 
Chinese  programmers,  for  instance,  often  violate  trademarks, 
such  as  putting  the  image  of  a  Pepsi  can  in  a  game. 

They  know  that  if  they  don't  do  a  good  job  and  10  million 
10-year-olds  complain  about  the  game,  the  Bug  Police  will 
become  the  scapegoat.  So  they  try  to  partner  with  the  game 
company  and  become  part  of  the  team.  Usually  those  advances 
are  rebuffed. 

As  an  experienced  player  in  this  business,  however,  Fleming 
agrees  with  Tridas  Mukhopadhyay,  the  Carnegie  Mellon  pro- 
fessor. The  best  game  companies  bring  testers  in  on  the  plan- 
ning stage  of  a  game.  "We  can  predict  problems  early  on  and 
save  a  company  money,"  says  Fleming. 

Fleming  sits  back  in  his  chair,  petting  his  Pomeranian  Pankers. 
She's  cooing  and  looking  at  him  lovingly.  Fleming  is  on  top  of 
the  game-testing  world.  He  tells  me  he's  made  it  because  he 
understands  his  people  and  their — dare  we  call  it? — addiction. 
Few,  if  any,  of  Fleming's  employees  have  college  degrees.  "The 
Death  Rocker  Crew  out  there,"  he  says,  describing  William, 
Raphael,  Del,  and  Alan,  "are  great  testers.  They  know  and  under- 
stand games.  Rachel  is  incredibly  smart,  the  best.  I've  learned 
not  to  judge  people  by  their  appearance.  Believe  it  or  not,  we're 
detail  guys  who  can  help  programmers  make  their  games  great, 
if  the  programmers  are  willing,  that  is.  If  they  can  trust  them- 
selves to  understand  failure."  ■ 
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The  latest  in 
simulation  software 
lets  you  test- 
crash  your  company 
and  your  career. 


W|hat  did  NASA  DO  BACK  on  Earth  in  1970  when 
F   an  oxygen  tank  on  the  Apollo  13  capsule 
exploded  56  hours  into  the  flight,  causing 
a  critical  power  failure?  It  sent  astronaut 
understudies  to  a  flight  simulator  and  had  them 
fail  until  they  figured  out  how  to  make  the  mis- 
sion succeed. 

NASA  has  long  known  what  business  is  just  waking  up  to:  It's 
much  better  to  fail  in  a  faux  world  than  in  a  real  one.  New  com- 
puter-driven simulations  make  it  easy  to  do  just  that.  At  the 
low  end,  simulations  are  quick,  easy,  hours-long  exercises  that 
closely  resemble  computer  games.  High-end  models  are  more 
expensive,  complex,  custom-designed,  and  often  use  comput- 
ers only  in  a  supporting  role.  Taking  their  cue  from  the  military, 
these  high-end  simulations  are  known  as  war  games  or  war  col- 
leges. What  follows  is  a  brief  sampling  of  what's  available: 

P  A  In  January,  Virtual  Experience  of  Washington, 
\P  w  V#  V/  D.C.,  released  VX-1,  a  simulation  program  for  soft- 
ware developers.  Developers  are  given  a  10-  to  12-month  project 
to  complete  and  a  virtual  world  in  which  to  complete  it — office, 
boss,  staff',  clients,  even  a  clock  to  keep  track  of  all  that  overtime. 
The  goal  of  the  simulation  is  to  meet  budget,  schedule,  and  qual- 
ity goals.  "It's  very  difficult  to  meet  all  three  at  the  same  time," 
says  Bernard  "Buck"  Jordan,  founder  and  CEO  of  the  company. 
Jordan  doesn't  like  to  say  failure  is  inevitable,  but  it  is. 
202-338-4913  or  wvw.vxl.com. 

C  A  A  Thinking  Tools  of  Monterey,  California,  has 
ysJ\J\J  created  a  simulation  for  information  systems 
project  managers.  Called  Project  Challenge,  it  is  a  creative,  user- 
friendly  program  capable  of  learning  from  a  player's  moves.  The 
virtual  office  includes  everything  a  real  office  would  have,  includ- 
ing a  ringing  telephone.  Players  even  have  the  capability  of  eaves- 
dropping on  fellow  employees.  According  to  company  founder 


$1 


John  Hiles,  Project  Challenge,  which  was  codeveloped  by  MCI 
Systemhouse,  can  create  "a  sort  of  evil  twin,"  one  who  looks  for 
vulnerabilities,  one  who  would  be  overjoyed  by  your  failure.  800- 
530-0322  or  vww.thinkingtools.com. 

I"  Al/  I  Advanced  Competitive  Strategies  of  Pordand, 

yf\J\J  l\  Oregon,  takes  simulation  to  the  next  level,  using 
computer  software  called  ValueWar  to  conduct  complex  war 
games.  ACS  gathers  reams  and  reams  of  data  about  a  company 
and  its  market,  then  divides  a  company's  staff  into  opposing 
armies  to  fight  out  a  particular  strategy.  In  one  case,  Shell  Oil 
used  a  simulation  to  figure  out  if  building  unstaffed  gas  stations 
would  increase  market  share  (the  simulation  determined  it  would 
not).  War-game  simulations  start  at  around  $80,000,  although 
ValueWar  can  also  be  used  to  perform  a  do-it-yourself  simula- 
tion (annual  license  between  $20,000  and  $50,000).  503-243-2586. 
or  www.competing.com.  Innovation  Associates,  a  subsidiary  of 
Arthur  D.  Little,  calls  its  simulations  Microworlds.  Like  war 
games,  they  are  custom-designed  replicas  of  business  environ- 
ments. While  computer  software  constitutes  only  about  20%  of 
the  simulations,  which  start  at  around  $50,000,  it  is  nonethe-! 
less  a  critical  element,  says  principal  Jennifer  Kemeny.  "Software 
lets  you  do  'what  ifs'  from  here  to  eternity,"  she  says.  617-398- 
8534  or  wvw.arthurdlittle.com/ia. 

^  P  Al/  I  Booz,  Allen  &  Hamilton  started  out  design 

\7  Jm\J\I  l\  ing  war  games  for  the  military  and  has  since 
applied  its  knowledge  to  the  business  sector,  working  with  such 
companies  as  Chevron  and  FMC.  In  one  simulation,  says  Mark 
Frost,  a  senior  associate  at  Booz,  Allen,  a  major  U.S.  defense  com- 
pany nixed  a  planned  acquisition  when  the  simulation  pointed 
to  a  serious  clash  of  corporate  cultures.  Says  Frost,  "Simulations 
provide  a  real  chance  for  senior  decision  makers  to  take  a  walk 
into  the  future,  to  see  where  the  company  may  succeed  and  where 
it  may  fail."  703-902-5000  or  vww.bah.com.        — Eric  Pfeiffer 


Fake  It  Till  You  Make  It  Business  simulations  run  the  gamut  from  quick  and  easy  to  complicated  and  expensive.  Like  each  of  the 
four  mentioned,  Virtual  Experience's  VX-1  (far  right)  replicates  a  business  environment  and  lets  you  fail  safely— again  and  again. 
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of  others. 


By  Michael  S.  Malone 


IN  THE  WORLD  OF  HIGH  TECH,  where  change  is  perpetual, 
today's  hottest  products  will  be  obsolete  and  forgotten  five 
years  from  now.  The  rate  of  failure  is  high.  Few  consider 
what  happens  to  the  ever-growing  mountain  of  equipment 
that  has  served  its  purpose,  or  whose  original  owners  have 
gone  out  of  business  even 
before  their  hardware  goes  out 
of  style.  Where  does  all  that 
dispossessed  paraphernalia  go,  and 
what  can  we  learn  from  its  fate? 

Some  of  it,  inevitably,  goes  to 
landfill.  But  each  year  thousands  ol 
pieces  of  electronic  equipment  find 
a  second  or  third  home  back  in 
industry,  recycled  by  clever  dealers 
who  sell  them  to  equally  clever  cor 
porate  buyers  who  appreciate  thai 
not  everything  in  the  digital  rev- 
olution is  instantly  obsolete. 

"It's  the  great  American  treasure 
hunt,"  says  Lorin  Bergman,  open- 
ing the  door  to  a  garage  that  holds 
everything  from  modern  process 
control  equipment  and  diodes  to  a 
1927  Lincoln.  "You  buy  it  for  pen- 
nies on  the  pound  and  you  turn 
around  and  sell  it,  if  you're  lucky, 
for  hundreds,  even  thousands  of 
dollars.  And  let  me  tell  you,  once 
you  turn  75  bucks  into  2,500,  you're  hooked  for  life." 

Lorin  Bergman  is  an  information  age  junk  man, "a  scavenger," 
he  says  with  a  laugh  as  he  cruises  his  Alfa  Romeo  sedan  through 
the  old  industrial  district  of  Mountain  View,  California,  past  the 
aging  warehouses  that  v/ere  once  the  heart  of  Silicon  Valley.  He 
is  an  unlikely  character  in  an  equally  unlikely  profession.  Raised 
in  a  wealthy  south  San  Francisco  Bay  community,  Bergman  col- 


Scavenger  Lorin  Bergman  in  one  of  his  rented 
storage  spaces  in  Silicon  Valley. 


lects  modern  art,  lives  in  an  elegant  apartment  in  downtown  San 
Jose,  and  is  part  owner  of  an  upscale  Valley  restaurant.  His  friends 
range  from  television  producers  to  college  professors. 

But  he's  a  scavenger  nevertheless.  Each  morning  Bergman  vis- 
its his  garage  warehouse  or  one  of  several  rented  storage  lock- 
ers, checks  his  inventory,  then  set- 
tles down  to  make  calls  before 
setting  off  to  visit  local  contacts. 
"It's  my  own  little  virtual  company," 
he  says,  and  in  recent  years  it  has 
made  him  as  much  money  as  a  lot 
of  Silicon  Valley  senior  executives. 

What  Bergman  understands, 
and  takes  full  advantage  of,  is  that 
the  secret  strength  of  high  tech- 
nology is  its  potential  to  render 
gain  from  failure.  Failed  ideas,  and 
the  companies  that  died  imple- 
menting them,  are  revised  to  be 
used  again.  Failed  technologies  are 
learned  from  and  improved  upon. 
And  the  physical  assets  of  these 
failed  businesses,  the  detritus  of  the 
high  tech  revolution,  are  also  recy- 
cled to  help  power  ongoing  change. 

Here's  how  the  recycling  process 
works:  In  whole  or  part,  a  company 
fails.  It  may  go  out  of  business  or 
merely,  in  Bergman's  phrase,  "write 
off  an  entire  product  line  with  the  stroke  of  an  M.B.A.'s  pen- 
cil." If  it  is  a  technology  manufacturing  company,  this  may  mean 
auctioning  thousands  of  parts,  finished  inventory,  manufactur- 
ing or  test  equipment.  Even  if  the  company  isn't  high  tech,  office 
computers  and  other  infrastructure  may  go  on  the  block. 

Meanwhile,  throughout  the  country  and  around  the  globe, 
hundreds  of  potential  customers  may  vie  for  these  castoffs. 
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Photography  by  Max  Aguilera  Hellweg 


"They  thought  my  new  multipath  Back-UPS®  Office "  was 
ust  a  big  surge  suppressor  -  then  the  iights  went  out.' 


It  last,  a  sale  place  to  plug  evepything:  multipath  Back-UPS  Ofllce 
lop  workstations,  PCi  and  pepipherals 


Power  problems  attack  computers  relent- 
lessly. Did  you  know  that  you  have  a  better 
chance  of  winning  the  lottery  than  of  escap- 


problems.  When  a  surge  hits  an  unprotected  periph- 
eral, it  can  blaze  down  serial  cables  and  datalines, 
and  toast  your  expensive  PC.  Multiple  peripherals 


 '  ing  power  problems? 

ey  are  the  single  largest 
use  of  computer  data  loss 
d  hardware  damage. 

ick-UPS  Office  provides 
han,  reliable  power  for  your 
tire  system.  Instantaneous 
ttery  backup  ensures  unin- 
rrupted  operation  of  your 
'U,  monitor  and  an  exter- 
il  storage  device.  Full-time 
rge  suppression  and  site- 
iring  fault  protection 
reads  a  true  multipath  safe- 
net  under  any  remaining 
'ripherals,  like  modems,  printers,  faxes  and  phone 
stems.  Back-UPS  Office  also  provides  convenient 
ockSafe"  outlet  spacing  to  handle  all  size  plugs  - 
■en  large  transformer  blocks. 

nique  multipath  protection  keeps  your 
!  and  data  safe 

iif;,t;ing  phone  lines  or  other  peripherals  into  your 
iiiipuier  increases  your  vulnerability  to  power 


Multipath  Means  Total  Power  Protection 


through  iKulripk  fiatks  • 
if  i  rjmpuW  A/C  is  protecli'ii. 


Itif  Multipoili  prmalion  oj Batk-VP'^  Officr  shields  your  peripher 
ah  and  guards  your  computer  from  bud  power  art  nery  path. 


and  datalines  to  and  from  your 
system  are  vital,  but  dangerous. 
Without  them  you  can't  do 
your  job.  If  a  power  sag  locks 
your  keyboard  or  reboots  your 
computer  before  you've  saved 
work,  or  while  you  are  down- 
loading from  the  Internet,  you 
can  lose  data,  time  and  money. 
Don't  spend  another  late  night 
at  the  office  to  meet  your  dead- 
line. Join  over  6,000,000  com- 
puter users  worldwide  who  pre- 
fer AFC  to  protect  hardware 
and  data. 


wldtng  clean,  safe  power  Igreen).  I 


Back-UPS  Office  protects  your  entire  system 

Until  now,  protection  for  your  entire  system 
required  several  devices.  Back-UPS  Office  means 
clean,  safe  power  to  every  peripheral,  and  instant 
battery  backup  to  keep  your  system  from 
crashing.  It  means  protection  for  less  by 
integrating  the  security  of  a  surge  sup- 
pressor with  the  power  of  a  UPS,  guaran- 
teed up  to  $25,000. 


UFETIMK 
EQOIPMEPIT 
PBOTECTION 


With  the  Purchase  of  a 
Back-UPS  Office 
between  April  1  and  August  30,  1997. 

Simply  complete  the  attached  redemption  card 
and  send  along  with  an  original  UPC  symbol 
L    from  an  APC  Back-UPS  Office  box  and  the 
V  original  store  receipt  with  Back-UPS  Office 
circled,  and  get  a  $30  Rebate. 


See  redemption  card  for  more  information.  If  redemption  card  is  missing 
please  call  our  PowerFax  line  at  800-347-FAXX  and  request  literature 
#1301.  Or,  download  the  redemption  card  from  our  Web  Site  at: 
http://www.apcc.com/english/proino/promo025.htm.  You  can  also  fax 


FREE  SOLUTIONS  GUIDE! 

Just  complete  the  information  below  and 

send  to  APC  to  receive  redemption  informa-  ^f^t 

tion  regarding  the  $30  Rebate  Offer.  We'll  Bfl 

send  you  a  Free  60  Page  Solutions  Catalog 

just  for  filling  out  the  coupon!  UB 

n  YES!  Send  me  a  $30  Rebate  Redemption  Card. 

□  mo   I'm  not  interested  at  this  time  but  please 
send  me  a  free  60  Page  Solutions  guide. 

Name:  

Title:  


Company:  

Address:   

CityAbwn:  

State:  Zip:. 

Phone:  


.  Country, 


How  many  workstations  on  site? 
Brand  of  UPS  used?  


Dent.  Fll-RE 


(888)  289-APCC  X81G8 

Fax:  (401)  788-2797  •  hnp://www.apcc.com 


4^17  APC  All  Trademarks  are  ihe  property  of  iheir  owners.  BF08EF 


(800)347-FAXX  PowerFax 


CompuServe  GO  APCSUPPORT 


132  Fairgrounds  Road,  West  Kingston,  Rl  02892  USA 


jackal 


'Obsolescence  is  our  greatest  friend,"  says  Bergman. 
On  this  day  he  has  driven  up  from  San  Jose  to 
Mountain  View  to  visit  Test  Lab  Company,  perhaps  the  world's 
leading  independent  reseller  of  used  Hewlett-Packard  test  equip- 
ment. Test  Lab  was  founded  by  Jim  Trees,  the  dean  of  high  tech 
scavengers  and  a  mentor  to  the  current  generation  of  junk 
men  like  Bergman  and  Test  Lab's  longtime  vice  president 
Mike  Megown. 

For  Bergman,  business  is  always  unpredictable.  A  typical  scav- 
enger usually  works  alone  or 
with  a  handful  of  employees 
and  deals  regularly  with  a  dozen 
or  more  "bird  dogs"  who  help 
spot  items  for  sale  at  auction. 
The  bird  dogs  then  notify  the 
right  scavenger,  who  fronts 
them  money  to  make  the  pur- 
chase. Sometimes  the  scavenger 
may  choose  to  attend  an  auc- 
tion himself  to  nail  down  the 
best  price. 

The  auctions  may  take  place 
at  a  shiny  new  West  Coast  elec- 
tronics plant  that  is  selling  off 
old  inventory,  or  in  a  Rust  Belt 
factory  shut  down  after  a  cen- 
tury of  hard  use.  Says  Bergman, 
"New  high  tech  companies 
used  to  be  embarrassed  to  hold 
auctions  of  discontinued  lines — 
it  was  an  admission  of  failure. 
But  now  the  stigma  is  gone. 
They  positively  welcome  us.  It's 
at  the  old  East  Coast  factories, 
where  four  or  five  generations 
have  worked,  where  they  really 
resent  the  hell  out  of  scav- 
engers. For  them  we  signal  the  end  of  an  era." 

Scavengers  become  experts  on  how  things  end.  "When  you 
see  a  warehouse  full  of  unsold  goods,  you  know  the  company 
either  misjudged  its  customers  or  its  market."  At  a  failed  busi- 
ness filled  with  new,  expensive  furniture,  a  scavenger  knows  over- 
head was  ignored  in  favor  of  impressing  venture  capitalists. 

Auctions  are  the  normal  mode  of  acquisition,  though  a  vet- 
eran scavenger  may  over  time  buy  less  from  auctions  and  more 
from  a  collection  of  regular  corporate  suppliers  and  bird  dogs. 
The  other  half  of  the  process,  finding  customers,  is  more  com- 
plicated. Many  customers  can  be  located  through  ads  placed  in 
such  magazines  as  Industrial  Computing.  In  the  best  scenario,  a 
scavenger  will  have  worked  with  a  customer  so  long  and  know 
its  needs  so  well  that  when  he  spots  something  at  auction,  he'll 
go  ahead  and  take  a  flyer  on  the  bidding. 

Often,  however,  a  scavenger  will  bid  on  something  with  no 
idea  who  will  eventually  want  it,  just  because  the  price  is  too 
good  to  walk  away  from.  That's  what  separates  the  pros  from 
the  pikers.  Anybody  can  fill  an  order,  but  only  the  veterans — 
those  who  know  more  about  their  litde  corner  of  technology 


than  anyone  in  the  world — can  make  a  market. 

Lorin  Bergman  has  been  scavenging  for  about  14  yearsi 
and  only  now  does  he  feel  he  has  reached  a  point  where  h« 
understands  both  his  product  line  and  the  auction  business] 
He  believes  he  finally  has  a  customer  list  extensive  enough  tc 
support  his  ambitions.  He  now  sits  in  Mike  Megown's  office 
with  its  Corvette  models,  antique  vacuum  tubes,  and  ok 
Hewlett-Packard  test  equipment  catalogs,  swapping  gossip 
and  retelling  old  stories  of  legendary  scores. 

Megown  inhabits  a  differ 
ent  part  of  the  scavenger  work 
than  Bergman.  Test  Lab  oper 
ates  out  of  a  20,000-square 
foot  building  and  employs  2C 
people,  including  7  full-tim 
technicians  who  work  in  the 
on-site  testing  and  repair  lab. 

To  tour  the  Test  Lab  facil 
ity  is  to  pass  through  the  his- 
tory of  modern  electronics.  Ini 
row  upon  row  of  shelves  sit 
tens  of  thousands  of  old 
Hewlett-Packard  oscilloscopes 
wave  analyzers,  counters,  and 
oscillators.  Although  most  of 
the  equipment  is  less  than  20 
years  old,  some,  in  beautiful 
wooden  cases,  dates  back  to 
the  1940s,  a  testament  to  HP's 
legendary  durability. 

If  Bergman's  overstuffed 
garage  and  lockers  represent 
the  hunter/gatherer  level  of 
scavenging  market.  Test  Lab's 
warehouse  is  a  few  rungs  up  the 
evolutionary  ladder.  Each  in 
strument  has  been  cleaned 
bar-coded,  and  stacked  on  the  appropriate  shelf.  The  result  is  less 
a  junkyard  than  a  convalescent  home  for  aging  electronics. 

Though  Megown  and  Bergman  have  prospered  as  scavengers, 
neither  is  immune  to  the  same  rapid  changes  in  high  tech  that 
affect  their  suppliers  and  customers.  Megown's  scariest  antago- 
nist is  Hewlett-Packard  itself,  which  launched  its  multimillion- 
dollar  used  equipment  business  20  years  ago. 

Bergman  has  always  had  plenty  of  competitors,  but  he's  been 
able  to  hold  his  own  and  has  little  to  fear  from  the  big  outfits 
because  his  field — industrial  process  control  equipment — is  so 
specialized  and  small.  But  in  the  long  term,  Bergman  has  one 
very  big  worry:  the  Internet. 

"The  Net  scares  me,"  Bergman  admits.  "My  business  is  based 
upon  the  reality  of  imperfect  information.  The  seller  and  the 
customer  don't  know  each  other.  And  neither  quite  knows  the 
value  of  the  other.  On  top  of  that,  nobody  knows  if  there  are 
other  buyers  and  sellers  out  there.  My  business  is  to  accumu- 
late that  information  and  use  it.  But  when  you  can  search  the 
Net  to  find  anything,  anywhere,  along  with  the  best  price,  what 
happens  to  us  scavengers?"  ■ 
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MAKING  LIFE  EASIER  AROUND  THE  OFFICE 


Install  Moving  Sidewalks.  All  that  walking  from  meeting 
to  meeting  is  not  only  tiresome  but  time-consuming.  Besides,  why  should  airports  have  all  thejiin? 


Rent-A-Tivin.  No  matter  what  you  look  like  there's  someone 
out  there  who  can  he  made  to  match.  Go  to  movies.  Go  to  the  beach.  Your  twin  does  all  the  work. 


Use  Microprint  one.  The  versatile  paper  that  works  like  a  jewel  injaxes,  copiers  and 
printers.  And  without  ten  kinds  of  paper  to  worry  about,  life  is  simple.  You're  happy.  And  so  are  we. 


Georgia-Pacific  Papers 

Microprint 


one 


Any  machine.. .One  Paper.' 


Available  at  Stapl 


France  Telecom  just  opened  a  new  dooi 
in  broadcast  communications. 


We  proudly  announce 
GiobeCdst,the  new  world  leader 
in  broadcast  services. 

From  around  the  world  to  your  front  door, 
our  new  GlobeCast™division  transmits  more 
news,  entertainment  and  sporting  events  than 
anyone  else. 

So  when  you  watch  your  favorite  team 
n  the  NBA,  the  NHL,  Major  League  Baseball 
or  the  1998  World  Cup,  odds  are  we're  bringing 
it  to  you.  And  when  it  comes  to  major  events 
broadcast  on  ABC,  CBS,  Fox  or  NBC,  we're  there 
to  make  sure  you  see  it. 

GlobeCast's  video  service  is  another  of  the 
world-class  communications  capabilities  of 
FranceTelecom,  a  leader  in  voice,  data,  wireless, 
cable  and  online  services.  We  invite  you  to  visit 
us  at  www.francetelecom.com. 

Together,  we  can  build  the  world  to  come. 

FranceTelecom 


i 


Some 
were 

comical 
dead 
ends. 


Flops 


amous 


Others  paved 
the  way  to  gold. 


It's  a  jungle  out  there.  Below  the  lofty 
canopy  of  high  hopes  gleam  the  hones 
of  crashed  concepts  and  products 
that  failed.  Sometimes  a  product  is 
simply  dumb  and  dies  a  well- 
deserved  death.  Or  it  fails  to  evolve — 
•a  fatal  flaw  holds  it  hack.  Often  lousy 
managers  drag  a  product  that  should  have 
been  a  contender  into  ohlivion.  Yet  good 
news  hides  inside  many  a  dud.  Given  the 
hunger  and  drive  of  the  jungles  survivors, 
the  best  elements  of  a  flop  are  imitated 
and  improved,  emerging  in  other  products 
that  do  succeed.  Here  are  10  things  that 
are  gone  hut  not  forgotten. 


KAYPRO 

THE  COMPLETE  COMPUTER 


STANDARD  SOFTWARE: 

Perftx-t  Writer:"  Perfect  Filcrl" 
Perfect  Calcl-  Periea  SpcUtT'" 
CP/M-  22.  Profilplan;" 
WordSlar!"  M/Basic."  The  WorJ 
Plus?"  and  Urufonn'" 
SCREEN:  9",  80-column  < 
2-1  rtw 

KEYBOARD:  MyUzed  ispe 
writer  ke>  board  plus  a 
I4>key  nutnenc  pad. 


At  KAYPRO,  we  consider  iJisk  drives,  monitors,  interfaces,  and  applica- 
tion software  as  standard,  not  optional  exlra-cosl  add-ons.  Everything 
required  to  make  the  computer  do  everyday  tasks  is  included.  The 
KAYPRO  is  a  complete  system. 


RAM  64K 

I  PM  operating  ^v:^u■m 
TWO  n.OPP^  DISK  DRIVES 
with  400K  »[nrage 
I\PIT  OITPIT:  RS^232C 
tyr  intiUem  or  §ciial  printer, 
CEM  RONICS  parallel  printer 
inleriace 

RE.SET  BUTTON, 
PORTABLE:  sell- 
conLiiticd,  metal 
Ih  detach- 


1595. 
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Ponderous  Primordial  Portables  Unwieldy  in  any  era  and  undercut  by  corporate 
incompetence,  the  Osborne  I  and  Kaypro  II  nevertheless  paved  the  way  for  today's 
laptop  computer  business. 


PROPHETS,    BUT    NO  PROFITS 

Osborne  1  and  Kaypro  11  Homely  and  huge  by  today's  stan- 
dards, the  Osborne  1  and  the  Kaypro  II  were  among  the  first 

portable  computers.  The 
pioneering  Osborne  was  a 
market  hit  when  it  was 
introduced  in  1981.  At 
$1,795,  it  cost  40%  to  60% 
less  than  other  computers 
(say,  from  Zenith  or  Radio 
Shack),  and  it  had  disk 
drives.  But  an  absurdly 
small  2. 6-by-3. 6-inch 
screen  limited  users  to 
just  24  lines  of  text.  The 
Kaypro,  on  the  scene  a 
year  later,  weighed  in  at  25 
pounds  (having  your  own 
Sherpa  was  useful).  Its 


The  guy  on  the  left 
doesn't  stand  a  chance. 


$1795.lft 

OSBOf 


keyboard  was  integrated  into  the  lid.  Both  looked  like  military 
hardware  or  boxed  sewing  machines. 

But  they  had  defined  a  need,  and  sold  like  crazy.  Osborne 
shipped  more  than  11,000  machines  in  the  first  eight  months; 
revenues  skyrocketed  to  $100  million-plus  by  July  1982. 

Ultimately,  neither  newcomer  had  the  stamina  to  go  the  dis- 
tance. They  didn't  keep  up  with  the  more  sophisticated  tech- 
nology that  soon  came  to  market.  Apple,  for  example,  introduced 
the  Mac  in  1984,  and  its  grace  and  ease  of  use  made  trailblazing 
models  like  these  instantly  obsolete. 

In  truth,  mismanagement  undid  both  companies.  Founder 
Adam  Osborne  killed  sales  of  his  model  1  when  he  announced 
that  a  better  Osborne,  called  the  Executive,  would  be  com- 
ing...soon.  And  he  was  a  quirky,  undisciphned  leader  who  had 
little  (if  any)  business  sense.  His  company  went  bankrupt  in  1983. 

Kaypro's  founder,  Andrew  Kay  was  also  a  tech  business  novice 
and  couldn't  cope  with  his  machine's  instant  success.  To  help  run 
Kaypro,  he  hired  his  sons,  his  wife,  even  his  88-year-old  father, 
none  of  whom  knew  anything  about  the  computer  business. 
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Flops 


Clearly,  "too  many  Kays  and  not 
enough  pros,"  as  analysts  noted. 
Another  colossal  mistake:  Kay  put  millions 
of  dollars  of  inventory  in  a  tent  at  the  com- 
pany's beachside  headquarters  near  San 
Diego,  California.  Nearly  impossible  to 
guard,  the  tent  was  looted  and  the  company 
lost  a  fortune  in  components.  Incredibly, 
Kaypro  held  on  until  March  1990,  when  it 
filed  for  bankruptcy. 

OVERCONFiDENCE  GAME 
CP/M  and  Cullinet  Software  If  you  think 
success  is  always  a  winning  endgame,  you 
don't  remember  the  operating  system  called 
CP/M.  This  "control  program  for  micro- 
computers" was  once  de  rigueur  in  more 
than  100  brands  of  early  computers,  from 
Xerox  to  Vector  Graphics.  Developed  by 
Gary  Kildall  and  his  Pacific  Grove,  Califor- 
nia-based Digital  Research  Inc.,  CP/M  was 
poised  to  own  the  PC  industry.  In  1980  IBM 
sought  to  seal  that  fate  with  a  lucrative 
licensing  deal  and  made  a  date  with  Kildall  to  see  his  product. 

But  Kildall  was  by  then  already  too  cocksure  to  care.  DRI's 
revenues  were  $6  million  in  1981,  and  the  entrepreneur  had 
acquired  some  expensive  toys,  among  them  an  airplane,  which 
he  took  for  a  spin  while  Big  Blue's  executives  cooled  their  heels. 
Peeved,  the  IBM  executives  headed  to  Bellevue,  Washington, 
where  Bill  Gates  tracked  down  an  alternative  ("quick  and  dirty") 
operating  system  acronymed  QDOS  (later  renamed  MS/DOS). 
Kildall's  company  went  nowhere  in  the  aftermath,  and  he  became 
an  alcoholic.  In  1994  he  died  from  a  head  injury  reportedly  sus- 
tained in  a  bar  fight. 

Too  much  success  also  spoiled  Cullinet  Software,  founded 
in  1968  by  dapper  Massachusetts  entrepreneur  John  Culli- 
nane.  The  mainframe  database  software  company,  Cullinet 
managed  to  sustain  a  50%  annual  growth  rate  for  an  incred- 
ible 13  consecutive  years.  It  was  among  the  first  software  com- 
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Some  of  Their  Parts  0\'erpriced,  the  Apple  Lisa  imploded.  But  she  gave  us  graphical  use)\ 
interfaces,  pull-down  menus,  and  the  mouse.  Initial  failures  at  Hewlett-Packard  eventuallyl 
gave  way  to  one  of  the  most  prolific  minicomputers  yet,  the  HP  3000. 

panies  to  land  on  the  NYSE,  with  a  $1  billion  valuation. 

But  Cullinane's  big  win  in  the  mainframe  market  clouded  his 
vision,  or  rather,  obliterated  it.  He  completely  ignored  the  per- 
sonal computer  revolution.  And  he  failed  to  see  how  important 
IBM's  own  database  software  would  be  in  the  mainframe  mar- 
ket. From  1983  to  1988,  Cullinet's  stock  lost  more  than  67%  of 
its  value.  Computer  Associates  bought  what  was  left  of  the  com- 
pany in  September  1989  for  $400  million.  Cullinane  now  runs 
an  economic  development  and  philanthropic  organization,  the 
Cullinane  Group,  in  Boston  and  Dublin,  Ireland. 


SUCCESSFUL  FAILURES 

The  HP  3000/The  Lisa  One  Hewlett-Packard  engineer  called 
the  HP  3000  minicomputer  "God's  gift  to  computing."  It  was  cer- 
tainly conceived  to  be.  The  first  16-bit  machine  to  have  stack  and 
virtual  memory,  it  could  run  database  management  software  and 
was  among  the  first  computers  to  be  designed 
by  both  hardware  and  software  engineers. 

Yet  the  $100,000  minicomputer  didn't  deliver 
on  its  hype.  It  flopped  when  introduced  in  1972, 
and  HP  pulled  it  from  the  market.  Nobody  could 
fix  it,  either,  despite  numerous  attempts.  Around 
HP  it  became  known  as  "the  rat  hole."  Things  got 
so  bad  that  Bill  Hewlett  ordered  R&D  to  start  over. 
By  spring  1973,  total  development  costs  reached 
$20  million.  In  October  1973,  HP  rereleased  the 
3000,  this  time  to  much  acclaim.  The  HP  3000  con- 
tinues to  thrive,  with  an  installed  base  of  between 
65,000  and  70,000. 

In  technology,  clinkers  rarely  get  a  second 
chance,  but  sometimes  their  offspring  succeed. 
Apple  Computer's  Lisa  came  and  went  in  just  one 
year.  The  1983  computer  was  outrageously  over- 
priced— $10,000 — probably  because  it  took  a 


ft)!*  the  ivTS'^'iS' 
one-coii^iiter 
companj^E 
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reported  $20  million  and  200  man-years  to  develop. 
After  selling  just  6,000  units  in  its  first  year  (the  Apple 
II  sold  up  to  30,000  per  month),  the  company  gave  Lisa 
her  pink  slip  in  1985.  Legend  has  it  that  the  last  Lisas 
were  dumped  in  a  Utah  landfill. 

But  Lisa  was  the  first  commercially  produced  com- 
puter to  employ  a  graphical  user  interface.  And  pull- 
down menus.  And  a  mouse.  Sound  familiar?  It  should. 
In  1984,  as  Lisa  languished,  Apple  introduced  the  first 
Macintosh  with  the  same  features.  This  time  the  com.- 
puter  took  off,  thanks  to  the  price  of  the  Mac,  an  afford- 
able $2,495. 


PRODUCTS  THAT  PANDER 
IBM  PCjr/Microsoft  Bob  Here  is  an  information  age 
lesson  every  manufacturer  should  remember:  Cutesy 
doesn't  cut  it.  Take  IBM's  PCjr,  the  company's  silly  imi- 
tation of  its  own  serious  PC.  Launched  in  1983,  it  sold 
(without  monitor)  for  just  $699  (even  the  price  was  sus- 
piciously syrupy).  PCjr  aped  all  the  features  of  the  real 
thing,  only  in  a  tinier,  tinnier  way.  It  had  a  hand-cramp- 
ing, detached  keyboard  with  itty-bitty  "Chiclet"  keys 
that  were  as  gummy  as  their  namesake.  Even  the  TV 
ads  for  it  looked  sophomoric,  with  a  Charlie  Chap- 
linesque  character  wheeling  the  faux  thing  around  in  a 
baby  carriage.  Consumers  didn't  fall  for  it.  Why  buy  a 
coy  counterfeit  when  the  PC  itself  was  base-priced  at 
$1,565?  IBM  wheeled  junior  off  the  market  in  1985. 

Another  notable  bomb  in  this  patronizing  category: 
Microsoft  Bob.  This  software  product  had  all  the  ear- 
marks of  disaster  long  before  it  hit  the  shelves.  For 
starters,  it  was  the  creation  of  Bill  Gates's  then  love  inter- 
est (now  wife),  Melinda  French.  Second,  the  Bob  logo 
bore  that  damnable  yellow 
smiley  face.  It  cost  $99  (there's  that  99 
price  point  again).  When  Microsoft 
introduced  it  on  March  31,  1995,  Gates 
proclaimed  the  date  "Microsoft  Bob 
Day."  Gag.  Need  more?  Its  gooey  fea- 
tures included  "Friends  of  Bob"  (birds 
and  lizards,  etc.)  designed  to  help  users 
navigate  the  eight  functions  Bob 
offered — challenging  categories  such 
as  "checkbook"  and  "address  book." 
Nerds  were  nonplussed;  even  low-tech  consumers  felt  insulted. 
Red-faced  marketeers  in  Redmond  cut  the  price  to  $54.95  six 
months  later.  The  squishy  software  quietly  disappeared  from 
the  market  last  December.  Bye-bye,  Bob. 


■  cainpulrr  turym. 


W-  *n4  80-coluinn 


You'll  like  PC?rs  new  touches. 
Sixty-t\H)  of  them  are  at  your 
fingertlps  on  the  new 
typewriter-style  keyboard. 

Thei  es  also  a  new  option  to 
give  user  memory  a  dramatic 
boost. 

And  new  business  and 
personal  programs  to  add  to  '"""^ 
PQrs  fast-growing 
library  of  up-to-date 
software. 

And  perhaps  the 
nicest  touch  of  all  — 
a  price  of  less  than 
S1.«M».*  without 
monitor. 

That  includes 
12HKB  of  usei- 
inctnory.  .standard  — 
'C^"'-         luic-e  the  memory 

 '  <>l  lis  iiiosl  [Kipiilar 

competitor.  An  advanced  l()-bit 
pnx^essor.  And  a  built-in,  double-sided 
diskette  drive  that  can  store  over  twice 
as  much  information  as  most  single- 
sided  drives. 

Willi  all  these  featuies.  PCjrcai)  j  un 
ovei-  a  thousand  of  the  best 
prograiiLS  written  for  the 
IBM  PC.  And  with  the 
128KB  PgV Memory 
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1^3  Kjrln>Ulln(>onkili)nd 
■ufdflinniil  mrniopK  Ihr  my  cartridgr 


expansion  Attachment, 
it  can  run  well  over  a 
thousand  more. 

R  jralso  runs 
sophisticated  <'artridge 
programs.  The  three 
newest  examples  being 
Lx)tus  1-2-3  "  the  fascinating 
PCjr  Coloi-Paint  and 
Managing  Your  Money"  by  financial 
expert  Andrew  Tobias. 

Sec  all  the  new  tt)uclies  fii-st-hand  at 
an  authorized  IBM  PCjrdealer  or  IBM 
Pnxluct  Center. 

For  the  name 
of  the  store 
nearest  you,  call 
l-80()-IBM-PCJR. 
In  Alaska  and 
Hawaii,  call 
1-800- I47-()8<X). 


Tlie  computer  lliafs  gi-owing 
by  leaps  and  bounds. 


BOMBS  AWAY 
BOB/General  Magic  You  know  Nolan  Bushnell  as  the  inven- 
tor of  Pong  and  the  founder  of  Atari.  But  among  his  deservedly 
obscure  ventures  was  Androbot,  a  personal  robot  maker  he 
seeded  in  1981.  The  company  created  Topo,  and  later,  BOB  (for 
"brains  on  board"),  a  pair  of  3-foot-tall,  white-plastic  home 
automatons  with  red-buttoned  paunches.  The  drones  whirred 
helter-skelter  around  a  1983  Comdex  trade  show,  looking  for 


Dumb  and  Dumber  Goofy  products  and  condescending  marketing  don't  work — 
no  matter  who  you  are.  Just  ask  Microsoft  and  IBM. 

vendors  brave  enough  to  sell  them  to  consumers  for  $1,000  to 
$2,500  a  pop.  Bushnell  believed  his  droids  would  prove  essential 
in  home  service  ("Bob,  fetch  me  a  cold  one!")  and  home  secu- 
rity ("Bark,  Bob,  bark!").  No  one  else  shared  his  enthusiasm. 

A  more  recent  blowout  involved  General  Magic,  a  company 
truly  guilty  of  putting  the  cart  before  the  horse.  It  set  out  to  cre- 
ate software  for  wireless  personal  communicators.  Dubbed  Magic 
Cap  (for  "magic  communicating  applications  platform")  and 
Telescript,  the  software  would,  according  to  the  company,  enable 
a  portable  modem,  fax,  and  pager  in  handheld  devices.  The  con- 
cept was  the  vision  of  Marc  Porat,  an  Apple  Computer  alum  with 
a  gift  for  spinning  tales.  General  Magic  took  in  $90  million  in 
private  financing  and  prelicensing  agreements. 

The  problem?  The  devices  required  to  run  General  Magic's 
software  were  not  available  when  it  announced  its  products  in 
February  1993.  Nor  would  they  ever  be.  Apple  licensed  the  soft- 
ware for  its  Newton,  which  flopped,  and  AT&T  licensed  it  for  its 
PersonaLink  messaging  service  (subsequently  scrapped).  Gold- 
man Sachs,  Alex.  Brown  &  Sons,  and  Smith  Barney  sold  the  pub- 
lic on  General  Magic  anyway  in  a  February  1995  initial  public 
offering.  The  IPO  netted  about  $71.6  million.  Last  year.  General 
Magic  dropped  the  device  strategy  in  lieu  of  an  Internet  play.  In 
other  words,  it  joined  the  thundering  herd.  — David  Raymond 
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Two  Important  New  Book: 

''The  Civil  War  is  the  thing  that  makes  America  different. 
It  was  our  most  tremendous  experience,  and  it  is  not  quite 
like  anything  that  ever  happened  to  anyone  else.'' 

—  Bruce  Catton 


rich,  dramatic, 
and  unforgettable 


The  AMERICAN  HERITAGE' 
New  History  of 


re-creation  of  the 
Civil  War  with  more 
than  800  photographs, 
sketches,  paintings, 
maps,  and  first-person 


accounts. 


Narrative  by 

BRUCE  CATTON 

Edited  and  with  an  introduction  by 

JAMES  M.  Mcpherson 

Winner   of   the    Pulitzer  Prize 


Each  book  includes  a  Civil  War  Strategy  Game 
on  CD-ROM  for  Windows.  $50.00  (C9) 


James  M.  McPhei-son,  tcxiay's  preeminent  Civil  War  historian,  has  enriched  Bruce  Catton's  imsurpassed 
narrative  history  with  an  extensive  array  of  archival  material  culled  from  across  the  nation  and  abroad. 
All-new  sidebars  ancj  contemporary  documents  tell  the  story  of  the  war  in  the  voices  of  those  who 
experienced  it.  Newly  developed  three-dimensional  maps  illuminate  the  war's  battles  and 
campaigns  with  painsfal^iMg  accuracy.  An  enduring  masterpiece,  and  a  welcome  gift  for  any  occasion. 


rom  American"  'fi 


with  wisdom  and  witticisms 
well-known  humorists, 
Presidents,  heroes, 
villains,  and  others... 


. .  Easily  the  best  book 
of  American  quotations 
ever  compiled." 

—  Douglas  Brinkley, 

director,  The  Eisenhower 
Center  for  American  Studies 


nuDv.n  Ry  Phonr. 


from  America's  most 


AmeiicanHeritage 


DICTIONARY 

OF 

AMERICAN 
QUOTATIONS 


More  than  5,000  quotations 
on  over  500  topics,  arranged  historically 
and  annotated  extensively 


Selected  and  Annotated  by 

MARGARET  MINER  and  HUGH  RAWSON 


More  than  5,000  quotations  from  American  legends  such  as  Al  Capone,  Abraham  Lincoln,  Yogi 
Berra,  and  Ronald  Reagan.  Features  include  chronological  arrangement  of  quotations  within  each 
!  topic,  allowing  readers  to  trace  the  progress  of  key  historical  events.  Fully  cross-referenced  and  with 
j  author  and  key-word  indexes,  the  book  is  a  perfect  addition  to  any  home  library  and  an  ideal  gift  for 
j  students,  writers,  speakers,  history  buffs,  and  the  incurably  curious. 


INVENTING  THE 
INTERNET  AGAIN 

In  the  early  1960s,  working  on  America's 
second-stril<e  capability,  Paul  Baran  conceived  the 
Internet.  Now  he  wants  to  save  the  Net  itself. 


For  the  first  time  in  his  life  as  an  engineer,  Paul  Baran  was 
"scared  stiff."  That  can  happen  to  people  who  stumble  too  close 
to  the  abyss  of  20th-century  history  and  look  over  the  edge. 
Born  in  1926  in  a  house  in  a  corner  of  Poland  that  had  been 
claimed  by  three  different  nations  during  his  parents'  tenure, 
brought  to  America  by  his  family  at  the  age  of  2,  Baran  was  a 
child  of  European  tempests. 

But  now,  in  the  heady  Southern  California  of  the  1950s, 
the  young  Hughes  Aircraft  engineer 
found  himself  working  in  an  Amer- 
ican crucible.  He  was  a  design  en- 
gineer for  the  Minuteman  missile 
control  system.  Unlike  the  liquid-fueled  Titans  of  the  previ- 
ous era,  which  required  hours  of  preparation  before  they  could 
fly,  Minuteman  could  be  instantly  rocketed  into  the  sky.  To  the 
Pentagon  this  seemed  safer.  The  solid-fueled  rockets  would  not 
be  vulnerable  for  hours  on  the  ground  awaiting  fueling.  But 
Baran  and  his  colleagues  knew  that  this  would  be  the  most 
deadly  and  dangerous  military  system  ever  buih.  One  accident 
and  a  cloud  of  missiles  was  on  its  way. 

Appreciating  the  risks  in  the  proposed  design,  Hughes  sum- 
moned Warren  McCullough  from  MIT  as  a  consultant  on 
human  behavior.  An  expert  on  command  and  control — and  a 
psychiatrist  and  brain  surgeon  to  boot — McCullough  explained 
the  emerging  facts  of  life.  Throughout  history,  he  told  the 
Hughes  engineers,  the  real  command  of  the  battle  migrated 
to  the  men  closest  to  the  enemy.  The  man  in  the  crow's  nest, 
not  the  officers  on  the  ship's  bridge,  was  in  de  facto  control. 
What  he  saw  and  reported  determined  the  captain's  orders. 
Regardless  of  nominal  chains  of  command,  the  real  governance 


By  George  Gilder 


of  history  moved  to  individual  people  on  the  front  lines,  often 
frightened  or  panicked  at  the  time.  But  in  the  nuclear  age,  no 
such  single  person,  necessarily  fallible,  could  ever  be  trusted. 

Analyzing  the  technical  problems  of  creating  a  command- 
and-control  system  for  Minuteman,  Paul  Baran  found  himself 
abruptly  in  the  crow's  nest,  stricken  by  historic  terror — "scared 
stiff,"  as  he  recalls.  It  was  clear  to  him  that  the  problem  was 
systemic;  it  could  not  be  solved  by  tweaking  the  command- 
and-control  schemes  then  being 
proposed  at  Hughes. 

To  explore  the  problem  more 
broadly,  Baran  in  1959  left  Hughes 
for  RAND,  the  not-for-profit  (the  name  stands  for  "R&D")  set 
up  after  World  War  II  to  harbor  the  systems  analysis  skills 
developed  during  the  war.  At  RAND  the  formidable  strategist 
Albert  Wohlstetter  was  demonstrating  that  in  a  matter  of  min- 
utes Soviet  short-range  missiles  could  take  out  all  U.S.  foreign 
strategic  air  command  bases  encircling  the  Soviet  Union.  Then 
the  Soviets  could  say  stick  'em  up — demanding  surrender 
on  the  basis  of  the  vulnerability  of  remaining  U.S.  missiles  to 
superior  Soviet  forces.  In  many  vivid  papers  and  speeches, 
Wohlstetter  relentlessly  presented  his  argument  that  U.S.  forces 
faced  a  "missile  gap."  The  famed  Alsop  brothers,  leading  colum- 
nists of  the  day  (Stewart  was  the  father  of  the  computer  writer), 
echoed  the  Wohlstetter  claims.  John  Kennedy  listened  and 
made  the  gap  a  theme  of  his  1960  presidential  campaign. 

Wohlstetter  and  his  coUeagues  urged  that  the  Pentagon  rede- 
ploy its  strategic  forces  to  the  United  States  and  endow  them 
with  a  second-strike  capability — that  is,  to  withstand  a  first 
strike  and  retaliate  in  kind.  Greatly  reducing  the  temptation 


Forty  Years  Later  Buffeted  by  inklings  and  insights  of  historic  threats  and  opportunities,  Paul  Baran  contemplati^s  the 
Internet's  vulnerability  to  terrorism  and  other  attack.  He  feels  pangs  of  fear  that  echo  his  alarm  of  40  years  before. 


■  to  go  first,  this  posture  would  escape  the 
\jll(Jvl  dangerous  hair-trigger  tenterhooks  of 
thf  early  cold  war. 

A  viable  second-strike  capability,  however,  assumed  that  the 
command,  control,  and  communications  systems  would  remain 
intact.  It  was  here  that  Baran  fretted.  He  saw  that  one  nuclear 
explosion  at  high  altitude  would  affect  the  ionosphere  for  many 
hours  and  thus  wipe  out  all  long-  ■■^-^^'^.''p^r^,:,^-:^.-^-^^?^ 
range,  high-frequency  radio  commu- 
nications. In  addition,  one  strike  at  the 
centralized  switching  nodes  of  AT&T 
would  destroy  the  rest  of  the  control 
network.  The  missile 
system  might  endure, 
but  it  would  be  deaf 
and  blind. 

Plunging  deeper 
into  history  than 
Kennedy  had,  Baran 
resolved  to  design  a 
communications  sys- 
tem that  could  sur- 
vive a  nuclear  attack 
and  save  the  second- 
strike  deterrent.  He 
took  inspiration  from  another  idea  ot 
MIT's  McCullough — a  parallel  com- 
puter system  with  adaptive  redun- 
dancy. Like  the  human  brain,  such  a 
system  could  reconfigure  itself  to  work 
even  after  portions  were  destroyed. 
But  using  the  noise-prone  analog  cir- 
cuits of  the  time,  it  was  impossible  to  build  the  necessary 
switches.  Baran  concluded  that  all  the  traffic  would  have  to 
be  digital.  Moreover,  the  digital  traffic  would  have  to  be  bro- 
ken into  short  message  blocks  now  called  "packets,"  each  con- 
taining its  own  routing  information,  like  a  DNA  molecule,  and 
able  to  replicate  itself  correctly  whenever  a  transmission  error 
occurred.  With  many  additions  and  permutations,  his  origi- 
nal design  is  today  termed  the  Internet,  and  it  is  shaping  the 
emerging  history  of  the  21st  century. 

THE  INEXORABLE  LOGIC  OF  DIGITAL  COMMUNICATION 

Baran,  though,  is  not  satisfied  with  his  creation.*  Contem- 
plating its  vulnerability  to  terrorism  and  other  attack,  he  feels 
pangs  of  fear  that  echo  his  alarm  of  40  years  before.  As  more 
and  more  of  the  critical  systems  of  advanced  industrial  soci- 
ety migrate  to  the  Net,  they  become  susceptible  to  new  forms 
of  sabotage,  espionage,  hacking,  and  other  mischief  Air  traf- 
fic controls,  train  switches,  banking  transfers,  commercial  trans- 
actions, police  investigations,  personal  information,  defense 
plans,  power  line  controllers,  and  myriad  other  crucial  func- 
tions all  can  fall  victim  to  cybernecine  attack.  If  the  Internet  is 
to  fulfill  its  promise  as  a  new  central  nervous  system  for  the 
global  economy,  its  security  and  reliability  problems  will  have 
to  be  addressed. 


Mother  of  an  Invention  The  Minuteman 
missile's  second-strike  deterrence  rests  upon  a 
communications  system  surviving  nuclear 
attack.  Thus  was  born  the  Internet. 


Seventy-one  years  old,  still  with  his  Ph.D.  economist  wife 
Evelyn  (their  son  David  is  director  of  information  technology 
at  Twentieth -Century  Fox  Home  Entertainment),  Baran  remains 
in  the  crow's  nest,  buffeted  by  inklings  and  insights  of  his- 
toric threats  and  opportunities.  In  a  sense,  Baran's  current  proj- 
ects merely  fulfill  the  far-reaching  logic  of  his  original  concept, 
elaborated  at  RAND  between  1960  and  1962  and  published 
under  the  title  On  Distributed  Commu- 
nications in  1 1  compendious  volumes 
in  1964:  a  survivable  "network  of 
unmanned  digital  switches 
implementing  a  self-learn- 
ing policy  at  each  node, 
without  need  for  a  central 
and  possibly  vulnerable 
control  point,  so  that  over- 
all traffic  is  effectively  routed 
in  a  changing  environment." 

To  fulfill  this  scheme, 
Baran  specified  all  the  criti- 
cal functions  of  the  Internet:  packets 
with  headers  for  addresses  and  fields 
for  error  detection  and  packet  order- 
ing. He  described  in  detail  the  auto- 
nomous adaptive  nodes  found  in 
Arpanet  IMPs  (interface  message 
processors)  designed  by  Bolt,  Beranek 
&  Newman  (BBN). 

Baran  also  included  features  only 
recently  and  selectively  introduced, 
such  as  encryption,  prioritization, 
quality  of  service,  and  roaming  ("pro- 
visions to  allow  each  user  to  'carry  his  telephone  number'  with 
him").  He  described  a  web  of  peer  nodes  each  connected  to 

'Like  any  demiurgic  force,  the  Internet  has  spawned  many  creation  myths. 
Vividly  depicted  in  Where  Wizards  Stay  Up  Late:  The  Origins  of  the  Inter- 
net, by  Katie  Hafner  and  Matthew  Lyon,  is  the  MIT  version,  centered  on 
the  late  J.  C.  R.  Licklider  and  Lawrence  G.  Roberts,  now  chief  technical  offi- 
cer at  Connectware  in  Silicon  Valley.  At  MIT,  ARPA,  and  Bolt,  Beranek  & 
Newman,  the  popular  "Lick"  was  undoubtedly  a  major  influence  in  early  com- 
puter circles,  but  his  Internet  role  seems  elusive  (I  guess  you  have  to  have 
been  there  to  grasp  the  significance  of  his  bromides  on  "Man-Computer  Sym- 
biosis"). But  Larry  Roberts  was  the  ARPA  executive  who,  in  1967,  launched 
and  specified  the  project  that  evolved  into  the  Net.  Bob  Metcalfe's  historic 
MIT  thesis.  Packet  Communication  (1973),  begins  with  a  quote  from  Roberts. 
Although  Roberts  says  he  never  read  any  of  Baran's  work,  it  was  more 
voluminous  and  detailed  than  Roberts's,  preceded  it  by  at  least  four  years, 
and  was  widely  propagated  by  RAND  in  the  intimate  society  of  defense- 
oriented  computing. 

In  any  case,  in  October  1996  NEC  gave  an  award  of  5  million  yen  apiece 
to  the  three  key  inventors  of  the  Internet:  The  honorees  included  Vinton  Cerf 
for  designing  TCP/IP  (with  Robert  Kahn),  and  Tim  Berners-Lee  for  con- 
ceiving the  key  protocols  of  the  World  Wide  Web.  Both  are  household  names 
in  the  industry.  The  third  was  Paul  Baran,  for  his  prior  invention  of  packet 
switching  and  routed  digital  computer  networks  survivable  under  attack  and 
orders  of  magnitude  cheaper  than  their  analog  precursors.  In  other  words, 
as  early  as  1962  Paul  Baran,  the  least  known  of  the  honorees,  conceived  the 
essentials  of  the  Internet. 
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Glider 


three  or  more  other  nodes,  and  he  offered  the 
first  of  the  distributed  routing  algorithms  that 
have  miiltiphed  over  time. 

Unique  to  his  vision  was  its  grasp  of  the  economics  of  a  net- 
work that  could  handle  "the  expected  exponential  growth  in 
the  transmission  of  digital  data."  Declaring  that  "it  would  be 
possible  to  build  extremely  reliable  communications  networks 
out  of  low-cost  unreliable  links,  even  links  so  unreliable  as  to 
be  unusable  in  present-type  networks,"  he  estimated  that  the 
price  of  the  system  would  be  some  $60  million  per  year.  That 
was  some  20  to  30  times  less 
than  what  was  being  paid 
by  the  Department  of  De- 
fense for  their  leased  com- 
munications systems  with- 
out any  of  these  features. 
It  was  two  orders  of  mag- 
nitude cheaper  than  new 
analog  national  systems 
being  proposed  at  the  time 
by  each  of  the  three  mili- 
tary services. 

Thus  Baran  not  only  conceived  the  essential  technical  fea- 
tures of  the  Internet,  he  also  prophesied  the  cliff  of  costs  over 
which  digital  technology  would  take  the  networking  industry. 
By  imagining  the  compounding  effects  of  Moore's  law  three 
years  before  Moore's  own  famous  prophecy,  Baran  stressed  the 
key  economic  drivers  that  impelled  the  prevalence  of  the  Web 
as  the  universal  Net. 

The  system  of  communications  that  Baran  attacked  in  the 
early  1960s  at  RAND  was  the  imperial  establishment  of  AT&T. 
As  Baran  explains,  "While  AT&T  did  have  digital  transmis- 
sion under  examination,  it  was  in  the  context  of  fitting  directly 
into  the  plant  by  replacing  existing  units  on  a  one-for-one  basis. 
A  digital  repeater  unit  would  replace  an  analog  loading  coil. 
A  digital  multiplexer  would  replace  an  analog  channel  bank — 
always  a  one-for-one  conceptual  replacement,  never  a  drastic 
change  of  basic  architecture.  I  think  that  AT&T's  views  on  dig- 
ital networks  were  most  honestly  summarized  by  AT&T's  Joern 
Ostermann  after  an  exasperating  session  with  me:  'First,  it  can't 
possibly  work,  and  if  it  did,  damned  if  we  are  going  to  allow 
the  creation  of  a  competitor  to  ourselves.' " 

In  1972  the  company  sealed  its  fate  by  turning  down  an 
opportunity  to  buy  the  entire  Arpanet.  As  Larry  Roberts 
explained  in  Where  Wizards  Stay  Up  Late,  "They  finally  con- 
cluded that  the  packet  technology  was  incompatible  with 
the  AT&T  network."  So  it  was  and  so  it  still  is.  The  existing 
phone  system  remains  the  chief  obstacle  to  the  final  triumph 
of  the  Net.  But  the  logic  of  digital  communications  is  inex- 
orable. It  will  displace  all  the  existing  establishments  of  tele- 
vision and  telephony. 

WASTED  FOREVER... LIKE  WATER  OVER  A  DAM 

These  days  Baran's  vision,  however,  goes  far  beyond  wireline 
communications.  Baran  takes  the  Internet  model  and  extends 
it  boldly  to  wireless  communications.  On  June  23,  1995,  on  the 


The  chief  reason  for  the  apparent 

shortage  of  spectrum,  Baran 
concludes,  is  the  regulation  of  it. 
Spectrum  is  not  fixed  by  nature. 
It  is  created  by  innovation. 


occasion  of  the  Marconi  Centennial,  marking  the  100th  anniver- 
sary of  the  invention  of  the  radio,  Baran  gave  a  momentous 
keynote  speech  in  Bologna,  Italy.  In  it  he  demanded  a  radical 
reconception  of  wireless  networks. 

"The  first  100  years  of  radio,"  he  declared,  were  marked  by 
a  perpetual  "scarcity  of  spectrum. ...  One  of  the  very  first  ques- 
tions asked  of  young  Marconi  about  his  nascent  technology 
was  whether  it  would  ever  be  possible  to  operate  more  than 
one  transmitter  at  a  time.  Marconi's  key  British  patent  #7,777 
taught  the  use  of  resonant  tuning  to  permit  multiple  trans- 
mitters....  [Yet]  even  today, 
with  over  30,000  times 
more  spectrum  at  our  dis- 
posal than  in  Marconi's  day, 
entrepreneurs  wishing  to 
implement  new  services  en- 
counter the  same  perpetual 
shortage  of  frequencies." 

Focusing  on  the  most 
desired  bands  between 
300  and  3,000  megahertz 
(UHF),  Baran  asserted  that 
when  you  "tune  a  spectrum  analyzer  across  a  band  of  UHF  fre- 
quencies," you  discover  that  "much  of  the  radio  band  is  empty 
much  of  the  time.  This  unused  spectrum  might  be  available  for 
transmission  if  we  could  take  measurements  and  know  exactly 
when  and  where  to  send  the  signal." 

As  an  example,  he  cited  "the  many  millions  of  cordless  tele- 
phones, burglar  alarms,  wireless  house  controllers,  and  other 
appliances  now  operating  within  a  minuscule  portion  of  the 
spectrum  and  with  limited  interference  to  one  another  These 
early  units  are  very  low  power  dumb  devices  compared  to  equip- 
ment being  developed  that  can  change  its  frequencies  and  min- 
imize radiated  power  to  better  avoid  interference  to  itself  and 
to  others. 

"In  part,"  he  declared,  "the  frequency  shortage  is  caused 
by  thinking  solely  in  terms  of  dumb  transmitters  and  dumb 
receivers.  With  today's  smart  electronics,  even  occupied  fre- 
quencies could  potentially  be  used." 

The  chief  reason  for  the  apparent  shortage  of  spectrum,  he 
concluded,  is  regulation  of  it.  Echoing  his  earlier  critique  of 
wireline  communications,  he  declared  that  "the  present  regu- 
latory mentality  tends  to  think  in  terms  of  a  centralized  con- 
trol structure,  altogether  too  reminiscent  of  the  old  Soviet  econ- 
omy. As  we  know  today,  that  particular  form  of  centralized 
system...  ultimately  broke  down.  Emphasis  with  that  structure 
was  on  limiting  distribution  rather  than  on  maximizing 
the  creation  of  goods  and  services.  Some  say  that  this  old 
highly  centralized  model  of  economic  control  remains  alive 
and  well  today — not  in  Moscow  but  within  our  own  radio 
regulatory  agencies." 

The  heart  of  the  problem  is  the  concept  of  spectrum  as  pub- 
lic property — as  scarce  real  estate  or  a  precious  natural  resource. 
Spectrum  is  nothing  of  the  kind.  It  has  been  created  by  a  series 
of  brilliant  technical  innovations,  beginning  with  Marconi  and 
continuing  in  a  steady  stream  of  high  technology  oscillators 
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and  digital  signal  processors:  from  mag- 
netrons and  kystrons  to  varactor  multipliers 
and  surface  acoustical  wave  devices,  from  gallium  arsenide  and 
indium  phosphide  heterojunctions  to  voltage-controlled  oscil- 
lators and  Gunn  or  IMPATT  diodes.  Spectrum  is  chiefly  a  prod- 
uct of  inventors  and  entrepreneurs.  Americans  will  rue  the  day 
when  foreign  governments  and  international  organizations 
begin  auctioning  and  taxing,  marshaling  and  mandating  the 
use  of  these  mostly  American  technologies. 

The  real  estate  model  applies  chiefly  to  broadcasters  and 
others  using  analog  modulation  schemes  in  which  all  inter- 
ference shows  up  in  the  signal.  A  television  signal  requires  some 
50  decibels  of  signal  to  noise  power,  or 
100,000-to- 1.  By  contrast,  error-corrected 
digital  signals  can  offer  virtually  perfect 
communications  at  a  signal-to-noise 
ratio  well  below  10  decibels,  or  10,000 
times  less.  Moreover,  new  digital  systems 
can  divide  and  subdivide  the  spectrum 
space  into  cells  and  differentiate  calls  by 
spread-spectrum  codes  or  even  isolate 
particular  connections  in  space  by 
space-division-multiple-access-devices 
that  function  as  "virtual  wires"  allocat- 
ing all  of  the  spectrum  to  each  call. 

Baran  pointed  out  that  "any  trans- 
mission capacity  not  used  is  wasted  for- 
ever, like  water  over  the  dam.  And  there 
has  been  water  pouring  here  for  many, 
many  years,  even  during  an  endless 
spectrum  drought."  Although  Baran 
urged  as  an  ideal  the  transfer  of  the  480 
megahertz  of  spectrum  currently  occu- 
pied by  analog  broadcasters  to  fiber  optics  and  cable  coax,  he 
said, "We  don't  have  to  wait  [for  this  ideal  solution].. ..The  exist- 
ing spectrum  can  be  more  efficiently  used  by  resorting  to  smart 
receivers  and  transmitters." 


width  and  your  FM  radio  around  20  megahertz,  1 7  million  times 
less?  It  is  not  chiefly  the  special  powers  of  the  retina  and  other 
optical  faculties.  Radio  antennas  can  collect  an  even  larger  span 
of  frequencies.  The  difference  is  mostly  behind  the  receiver. 
Backing  up  the  eyes  is  the  processing  power  of  some  10  billion 
neurons  and  trillions  of  synapses.  Backing  up  the  radio  antenna 
is  a  lot  of  fixed-analog  hardware.  Eyes  are  smart  and  acro- 
batic while  the  radio  is  dumb  and  blind. 

In  Baran's  vision,  the  future  of  wireless  is  the  replacement 
of  current  dumb  radios  by  smart  digital  radios  that  resemble 
eyes.  Coupling  radio  technology  with  computer  technology,  the 
antenna  can  acquire  a  brain.  Smart  radios  can  eventually  process 
gigahertz  of  spectrum  (billions  of  cycles 
a  second).  They  can  sort  out  the  fre- 
quency channels  much  as  eyes  sort  out 
arrays  of  color,  and  pin  down  codes  and 
sources  of  radiation  much  as  the  eyes 
descry  different  sources,  shapes,  and  pat- 
terns of  light.  For  example,  a  smart  radio 
could  process  phone  calls,  videos,  tele- 
conferences, geopositioning  codes, 
speed-trap  lasers,  and  emergency  SOS's. 

The  result  will  be  a  transformation 
of  the  nature  of  the  spectrum.  The  cur- 
rent real  estate  model  will  give  way  to 
a  new  view.  Rights  to  spectrum  will 
roughly  resemble  drivers'  licenses  for  use 
on  the  highways.  Today  you  use  your 
350-terahertz  eyes  to  survey  the  high- 
way in  front  of  you  and  avoid  other  traf- 
fic. As  long  as  you  do  not  collide  with 
other  users,  pollute  the  air,  or  go  too  fast 
(use  excessive  power),  you  can  drive 


SMART  RADIO  IS  A  BRAIN  BEHIND  THE  ANTENNA 

To  conceive  of  Baran's  model  of  wireless,  begin  by  thinking  of 
the  human  eye  and  comparing  it  to  a  radio.  Like  a  radio,  the 
eye  is  essentially  a  device  for  converting  photons  into  electrons, 
pulses  of  electromagnetic  energy  into  electrical  currents.  Geared 
for  visible  light  rather  than  radio  frequency  signals,  the  eye  is 
a  receiving  antenna.  As  radio  technology  moves  up  through  the 
microwaves  toward  the  infrared  realm — with  infrared  wireless 
links  from  Canon  now  reaching  155  megabits  per  second — 
many  of  the  differences  are  dissolving. 

Yet,  in  the  crucial  index  of  performance,  the  radio  is  dras- 
tically inferior  to  the  eye.  While  most  radios  can  receive  signals 
across  a  span  of  frequencies  ranging  from  the  kilohertz  to  the 
megahertz,  from  thousands  to  a  tew  million  cycles  a  second, 
the  eye  can  grasp  signals  with  <i  total  bandwidth  of  more  than 
350  trillion  hertz  (terahertz).  That  is  the  span  of  visible  light, 
from  400  terahertz  to  750  terahertz,  red  to  purple. 

How  is  it  that  your  eyes  com;p.and  350  terahertz  of  band- 


Ancient  Regime  In  the  1 960$,  the  brass  at 
AT&T's  lower  Broadway  headquarters  told 
Baran  his  all-digital  net  would  never  work. 

anywhere  you  want.  As  radios  are  computerized,  they  will  be 
able  to  "see"  the  radio  frequency  spectrum  as  your  eyes  see  the 
roads.  Smart  radios  will  be  licensed  to  drive  in  open  spaces 
in  the  air  as  long  as  they  don't  collide  with  other  radios,  over- 
power them,  or  pollute  the  airwaves. 

As  Baran  argues,  the  fulfillment  of  this  dream  is  at  hand. 
It  is  the  broadband  digital  radio  or  software  radio.  Essentially, 
the  radios  used  in  cellular  or  PCS  (personal  communications 
services)  phones  will  be  able  to  differentiate  among  frequen- 
cies; they  will  be  able  to  tell  which  direction  a  signal  is  coming 
from  and  isolate  it  in  space;  they  will  be  able  to  identify  the 
language  of  codes  and  protocols  and  waveforms  that  it  is  using 
and  download  software  translators.  No  longer  caught  in  a  ded- 
icated set  of  channels,  time  slots,  protocols,  data  types,  and 
access  standards,  radios  vvfill  be  smart  and  agile  rather  than 
dumb  and  fixed  frequency. 


MOORE'S  UW  WILL  LEAPFROG  TODAY'S  LIMITS 

This  will  not  happen  tomorrow.  But  like  any  technological  vista, 
it  illuminates  the  future.  It  opens  the  way  to  a  new  wireless  para- 
digm, fully  in  place  shortly  after  the  turn  of  the  century,  that 
will  mandate  an  entirely  new  model  of  wireless  regulation 
and  a  new  method  for  judging  the  evolution  of  companies  and 
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■  I  #1 A  tf«  ^^^^^  prospects.  In  general,  the  companies  on 
OIIUwl  the  path  to  broadband  digital  radios— the 
smart  radio— will  prevail  over  companies  that  hook  their 
futures  to  hardwired  machines  linked  to  narrow  spans  of 
frequencies.  Moore's  law,  the  doubling  of  computer  power  every 
18  months  or  so,  is  enabling  the  creation  of  broadband 
cellular  radios  in  which  most  of  the  processing  occurs  in  dig- 
ital form. 

Some  of  the  first  smart  radios  were  built  for  the  military. 
In  Operation  Desert  Storm,  the  cacophony  of  allied  combat 
radios— some  15  of  them  using  a  vari- 
ety of  frequencies,  modulation  techniques, 
encryption  codes,  and  waveform  stan- 
dards, such  as  AM  or  FM  or  PCM  (pulse 
code  modulation) — created  a  virtual 
Babel  in  the  sand.  Units  needed  a  sepa- 
rate radio  system  for  every  radio  (or 
radar)  standard.  As  a  result,  the  Pentagon 
launched  the  Speakeasy  project — one 
smart  radio  that  could  process  all  the  dif- 
ferent standards  in  software.  Made  by 
Hazeltine  and  TRW,  the  first  prototypes 
were  demonstrated  successfully  in  1994. 
Because  standards  change  over  time  and 
hardware  improves  at  the  pace  of  Moores 
law,  a  software  programmable  radio  also 
saves  money.  Rather  than  upgrading  the 
system  in  hardware  every  tmie  the  tech- 
nology changes,  software  radios  can  be 
upgraded  merely  by  downloading  a  new  software  module. 

Speakeasy  engineers  have  spread  the  word  through  the  cel- 
lular industry.  Stephen  Blust,  now  at  BellSouth  Wireless,  is  lead- 
ing an  international  effort  to  create  smart  radio  standards — 
the  MMITS  project.  Today,  with  the  advance  of  an  array  of  new 
digital  technologies,  including  CDMA,  TDM  A,  GSM,  DECT  1900, 
SMR,  PHS,  and  a  spate  of  others,  every  urban  area  is  becoming 
a  Desert  Storm  of  incompatible  radios.  Not  only  are  these 
systems  unable  to  communicate  with  one  another,  but  they  also 
require  separate  spectrum  and  base  station  equipment.  All  this 
redundant  processing  has  raised  the  costs  and  reduced  the  uni- 
versality of  wireless  and  prevented  cell  phones  from  displacing 
wireline  telephony. 

The  solution  to  complexity,  however,  is  Moore's  law:  Put  it 
on  a  chip.  Reducing  this  Babel  of  complexity  to  silicon  micro- 
chips, with  hundreds  of  millions  of  transistors  on  centimeter 
slivers  of  sand  that  ultimately  cost  less  than  $2  to  manufacture, 
smart  radios  can  radically  simplify  the  cellular  landscape.  Freed 
of  most  wires,  poles,  backhoes,  trucks,  workers,  engineers,  and 
rights  of  way,  cellular  should  be  far  cheaper  than  wireline. 

For  example,  the  conventional  analog  base  station  that 
receives  your  cellular  calls  and  connects  them  to  the  telephone 
network  requires  a  million-dollar  facility  of  1,000  square  feet. 
This  structure  may  contain  a  central-office-style  switch  to  link 
calls  to  the  public  switched  telephone  network,  huge  backup 
power  supplies  and  batteries  to  handle  utility  breakdowns,  and 
racks  of  radios  covering  every  communications  channel  and 


Bigband  Leader  Donald  Steinhrecher's 

pamtuixer  can  range  gigahertz  of 
frequencies,  widening  wireless's  reach. 


modulation  scheme  used  in  the  cell.  This  can  add  up  to  416 
radios,  together  with  all  the  maintenance  and  expertise  that 
multiple  standards  entail. 

In  the  near  future,  one  wideband  radio  will  suffice.  Digital 
signal  processors  ultimately  costing  a  few  dollars  apiece  and 
draining  milliwatts  of  power  will  sort  out  all  the  channels,  codes, 
modulation  schemes,  multipath  signals,  and  filtering  needs. 
Gone  will  be  the  large  buildings,  the  racks  of  radios,  the  arrays 
of  antennas,  the  specialized  hardware  processors.  Gone  will  be 
the  virtual  honeycombs  towering  in  the  air  in  time  and  space 
with  exclusive  spectrum  assignments  and 
time  slots,  and  possibly  gone  will  even  be 
the  battalions  of  lawyers  in  the  commu- 
nications bar. 

All  this  apparatus  can  be  replaced  by  a 
programmable  silicon  base  station  in  a 
briefcase,  installed  on  any  lamppost,  ele- 
vator shaft,  office  closet,  shopping  mall 
ceiling,  rooftop,  or  even  a  house.  The 
result,  estimated  Don  Cox  of  Stanford,  the 
father  of  American  PCS  at  Bellcore,  could 
be  a  reduction  of  the  capital  costs  of  a 
wireless  customer  from  an  average  of 
some  $5,555  in  1994  to  perhaps  $14  after 
the  turn  of  the  century.  That  is  a  paradigm 
cliff  of  costs. 

As  smart  radios  are  delivered  in  the 
first  years  of  the  new  century,  they  will 
allow  escape  from  the  zoo  of  conflicting 
protocols.  Base  stations  will  be  programmable  in  software,  able 
to  handle  any  popular  protocols,  including  the  new  technolo- 
gies that  will  be  emerging.  The  world  of  wireless  will  escape 
the  bondage  of  air  standards,  where  if  you  live  in  a  GSM  (global 
services  mobile)  area,  you  are  forced  to  use  GSM,  and  if  you 
live  in  a  CDMA  (code  division  multiple  access)  area,  your  com- 
munications-poor cousins  visiting  from  Europe  will  have  to 
give  up  their  GSM  phone  and  demand  to  borrow  yours  (will 
they  ever  give  it  back?).  Under  the  new  regime,  different  stan- 
dards mean  different  software  loaded  into  RAM  (random  access 
memory)  in  real  time.  Any  cell  can  accommodate  a  variety  of 
access  standards,  channel  assignments,  and  modulation 
schemes,  and  the  best  ones  will  win. 

FROM  MICROWAVES  COME  TORRENTIAL  BITS 

To  get  there  from  here,  however,  will  require  heroic  achieve- 
ments in  the  technology  of  radios.  Every  radio  must  combine 
four  key  components:  an -antenna,  a  tuner,  a  mixer,  and  a 
modem.  Easiest  is  the  antenna.  Even  though  antennas  too  are 
converging  with  computer  technology  and  becoming  smart,  for 
many  purposes  a  shirt  hanger  will  do  the  trick.  It  is  the  other 
components  that  deliver  the  message  to  the  human  ear. 

Tuners  usually  employ  the  science  of  resonant  circuits  to 
select  a  specific  carrier  frequency  or  frequency  band.  The  cel- 
lular band,  for  example,  comprises  25  megahertz  at  around  850 
megahertz.  The  PCS  band  comprises  some  30  megahertz  at 
around  1 ,950  megahertz.  A  mixer  converts  these  relatively  high 
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\«tierated...  With  R/3  and  AcceleratedSAP,  your  Year  2000  problem  can  be  history  in  a  matter  of  montlis. 

SAP  client/server  software  is,  and  has  always  been,  fully  Year  2000  compliant.  And  the 
TI^wm™*""  AcceleratedSAP  method  has  been  proven  to  deliver  the  fastest  implementation  possible.  In 
'fact,  customers  that  have  used  it  have  gone  live  under  budget  and  m  under  six  months.  Now,  they're  finding  out 
what  nearly  7,000  other  companies  already  know  —  that  there's  nothing  like  R/3  to  get  a  better  return  on 
information  and  the  maximum  return  on  investment.  With  less  than  1,000  days  until  the  Year  2000,  there's  no 
better  time  for  you  to  find  that  out  than  right  now.  For  more  information,  visit  ourYear  2000  information  center  at 
www.sap.com/y2000.To  get  information  on  AcceleratedSAP  or  Year  2000.  call  1 -800-283- 1  SAP 


All  SAP  references  herein  arc  the  registered  or  unregistered  tradeni-irlcs  of  SAP  ACl,  lOPJ^?  SAP  Anieric.i.  Inc. 
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G? I  jfM g%  microwave  frequencies  into  an  intermediate 
llUd    frequency  (IF)  or  to  a  baseband  frequency, 
which  can  be  converted  to  a  digital  bitstream. 

Famihar  in  the  PC  world,  a  modem  is  a  modulator-demod- 
ulator. In  transmitting,  it  applies  an  informative  wiggle  (AM  or 
FM,  say)  to  the  carrier  frequency.  In  receiving,  it  strips  away  the 
carrier,  leaving  the  information. 

In  the  old  world  of  dumb  radios,  transceivers  join  all  these 
components  into  one  analog  hardware  system.  In  the  niew  world 
of  smart  radios,  only  the  antenna  and  the  front-end  mixer 
are  analog  and  hardwired. 
Channels,  frequency  bands, 
modulation  schemes,  and 
protocols  all  can  be  defined 
in  software  in  real  time.  The 
radio  becomes  a  program- 
mable microwave  eye — a 
device  that  can  see  what- 
ever colors  of  RF  you  want 
to  send  it. 

The  key  to  digital  radio 
is  the  analog-to-digital  con- 
verter. It  takes  a  radio  or  intermediate  frequency  and  samples 
it  at  least  at  a  rate  double  the  frequency  to  translate  it  into  a 
series  of  numbers.  Imagine  a  strobe  light  illuminating  a  dancer. 
The  light  will  have  to  sttobe  at  least  twice  as  fast  as  the  dancer 
moves  or  you  will  not  be  able  to  detect  the  dance.  Indeed,  in 
a  phenomenon  called  aliasing,  you  may  see  a  different,  slower 
dance,  as  you  see  a  tire  rotating  slowly  in  the  wrong  direction 
on  a  film.  In  a  similar  way,  an  ADC  strobes  (samples)  the  dance 
of  inflected  frequencies  on  the  carrier  wave.  The  resolution  of 
the  ADC  is  measured  in  bits,  setting  how  high  the  number 
can  be  that  defines  the  waveform  and,  in  samples  per  second, 
determining  how  high  a  frequency  the  ADC  can  capture  with- 
out aliasing. 

Ultimately,  early  in  the  next  century,  the  advance  of  analog- 
to-digital  converters  will  dispense  even  with  the  mixer.  Then 
the  all-software  radio  will  be  here.  Analog-to-digital  convert- 
ers (ADCs)  will  be  able  to  translate  microwave  frequencies 
directly  from  the  antenna  into  a  digital  bitstream.  Alcatel  has 
already  accomplished  this  feat  in  the  GSM  cellular  band  at  its 
labs  in  Marcoussis,  France.  But  so  far  this  almost  totally  digi- 
tal radio  is  a  stunt  rather  than  a  product.  That  will  change. 

Most  of  today's  ADCs  cannot  function  reliably  in  real  time 
at  microwave  frequencies  (above  300  megahertz).  Therefore, 
mixers  are  vital.  Whether  digital  or  analog,  a  mixer  is  essen- 
tially a  multiplier.  As  invented  by  E.  H.  Armstrong,  the  father 
of  FM,  mixers  are  superheterodyne.  They  use  local  oscillators 
(LOs)  to  multiply  the  carrier  frequency  with  a  lower  frequency. 
The  key  result  is  a  frequency  that  represents  the  difference 
between  the  LO  frequency  and  the  carrier.  This  frequency  is  an 
intermediate  frequency  that  holds  all  the  information  borne  by 
the  carrier  but  at  a  level  that  can  be  processed  by  existing  ADCs. 

By  far  the  most  effective  mixer  is  the  paramixer  invented  by 
Steinbrecher  Corporation  of  Burlington,  Massachusetts,  now 
owned  by  Tellabs  and  renamed  Tellabs  Wireless.  This  device 


can  range  gigahertz  of  frequencies  with  a  spur-free  dynamic 
range  (a  range  of  volumes  without  spurious  crackles  or  har- 
monics) that  could  capture  the  sound  of  a  pin  dropping  at  a 
heavy  metal  rock  concert.  For  a  fully  digital  superbroadband 
radio,  a  cascade  of  these  still-costly  devices  is  still  the  best 
bet.  The  pioneer  of  this  technology  since  it  was  conceived  a 
decade  ago  by  MIT  professor  Donald  Steinbrecher,  Tellabs's 
Burlington  operation  introduced  the  Steinbrecher  MiniCell 
in  May  for  wireless  local  loop  and  interior  cellular  applications. 
Tellabs  has  had  trouble  selling  its  wideband  radios  for  cel- 
lular applications,  for  which 

be  a  reduction  of 


The  result  could 
the  capital  costs  of  a  wireless 
customer  from  an  average  of 
some  $5,555  in  1994  to  perhaps 
$14  after  the  turn  of  the  century. 


they  may  be  overdesigned. 
With  the  increasing  spread 
of  CDMA,  which  ordinarily 
uses  only  one  to  three 
channels,  the  initial  gains 
from  a  broadband  radio 
are  small.  But  for  a  wireless 
local   loop,  with  many 
thousands  of  customers  in 
the  Third  World  using  all 
available  channels,  a  broad- 
band base  station  could  offer  large  efficiencies.  Replacing  a  large 
number  of  cosdy  custom  radios  with  one  programmable  device, 
the  MiniCell  may  find  its  niche. 

As  ADC  technology  continues  to  advance,  however,  it  will 
relieve  pressure  on  the  mixer,  opening  the  way  to  still  cheaper 
and  lower  power  solutions.  With  the  expiration  of  Steinbrecher's 
patent  on  the  paramixer,  the  business  is  opening  up.  Watkins- 
Johnson  has  created  a  tiny  mixer  device  in  gallium  arsenide  the 
size  of  your  smallest  fingernail.  So  has  Mini-Circuits  of  Brook- 
lyn, New  York.  "It  has  50%  less  performance  than  Steinbrecher's, 
but  it  costs  only  10%  as  much.  Many  customers  say, 'It's  a  deal,"' 
observes  former  Steinbrecher  CEO  and  president  R.  Douglas 
Shute,  now  contemplating  a  startup. 

AD  converters  are  now  edging  toward  microwave  frequen- 
cies. Both  Analog  Devices  and  Comlinear,  a  National  Semi- 
conductor company,  have  introduced  40-megasample-per-sec- 
ond  products  at  a  resolution  of  1 2  bits.  This  allows  more  of  the 
mixing  to  move  into  digital  multipliers.  The  first  of  the  digi- 
tal downconvertor  chips  came  from  Harris  Corporation  of  Mel- 
bourne, Florida.  Harris  now  has  parlayed  its  expertise  in  RF 
and  mixers  into  the  creation  of  a  sophisticated  programmable 
machine  that  demonstrates  the  management  of  muhiple  mod- 
ulation schemes  in  one  cellular  radio.  Introduced  on  the  floor 
of  the  Fifth  Annual  Wireless  Symposium  Exhibition  in  late  Feb- 
ruary in  Santa  Clara,  California,  the  Harris  smart  radio  show- 
cases its  programmable  HSP50214  digital  downconvertor  chip 
and  is  run  from  a  PC.  With  an  array  of  displays,  the  machine 
is  designed  to  allow  configuration  and  testing  of  smart  trans- 
ceivers from  a  Windows  PC. 

With  high-powered  digital  signal  processors  and  leading- 
edge  ADCs,  Analog  Devices  is  a  paragon  of  the  digital  radio 
paradigm.  At  the  CTIA  (Cellular  Telecommunications  Indus- 
try Association)  meeting  in  San  Francisco  during  the  first  week 
of  March,  Analog  introduced  a  wideband  smart  radio  tuned  to 
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As  the  largest  single-source  provider  of 
nputer  and  telephony  solutions,  Source 
B  helped  thousands  of  customers  save  up 
40%  in  phone  equipment  costs. 

Founded  in  1971,  think  of  us  as  the 
jing  floor  of  the  communications  equipment 
ustn/.  We  use  the  latest  information  systems 
track,  buy  and  sell  telecom  equipment, 
d  our  customers  have  access  so  they 
h  manage  their  equipment.  For  inventory 
inagement,  even/  product  is  senal  barcoded 
identify  origin,  ownership,  activity  and 
irranty  data.  This  also  helps  us  provide 
egrated  services,  logistics  management 
d  insure  each  part's  quality.  Plus  we  test, 
3air,  refurbish  and  reconfigure  existing 
uipment.  When  it  comes  to  service,  no 
e  offers  the  technical  assistance,  integrated 
rvices,  financing,  in-depth  training,  and 
jnd-the-clock  support  like  we  do. 


Need  a  part  in  a  hurry?  No  problem. 
Our  warehouse  stocks  over  250,000  parts, 
so  we  ship  80%  of  our  orders  the  same  day 
and  half  of  those  by  air. 

We're  technology  neutral.  Meaning  there's 
no  hidden  agenda  trying  to  sell  you  specific 
brands.  Instead,  we  offer  products  from  over 
140  different  manufacturers  that  best  meet 
your  needs— we  call  it,  Source  brand. 

The  Source  Guarantee.  If  there's  ever 
a  problem  with  a  Source  component,  we  will 
airfreight  a  prepaid  replacement.  This  warranty 
is  good  three  hundred  and  sixty-five  days  from 
the  date  of  purchase  and  exceeds  most  new 
equipment  warranties. 

No  other  company  has  the  range  of 
services,  variety  of  brands  and  assurance 
of  quality.  But  there's  really  only  one  way  to 
find  out  how  we  can  save  you  money,  simply 
call  me,  David  Potter,  at  1-888  Potter  4. 


WE'VE  HELPED 
COMPANIES  BIG 

AND  SMALL 
SAVE  30-40%  ON 
PHONE  EQUIPMENT 
COSTS. 
CARE  TO  TALK? 


SOURCE 


Integrated 
Telecommunication 
Solutions 

(800)  608-6509 
http://www.source.com 
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the  cellular  band  but  applicable  through  the 
PCS  band  as  well.  A  reference  design  to  be  used 
by  infrastructure  manufacturers,  it  displays  an  array  of  new 
chips  from  Analog  comprising  a  specialized  ADC  called  the 
6600,  tunable  filters  called  the  6620  and  the  6640  that  function 
as  a  digital  tuner,  a  SHARC  DSP  chip  that  performs  the  rhodem 
and  channel-coding  role  (any  advanced  DSP  will  do),  and  a 
"sinfully  cheap"  Watkins-Johnson  mixer  chip  the  size  of  your 
fingernail.  Incorporating  an  automatic  gain  control  and  a 
received  signal  strength  indicator,  the  ADC  is  customized  for 
smart  radio  applications. 

The  antenna  is  from  Radio 
Shack  (most  any  will  do).  From  a 
Windows  PC  using  Visual  Basic, 
Analog  engineers  can  move  from 
one  cellular  channel  to  another  and 
from  GSM  to  CDMA  to  DECT  1900 
to  IS- 136  to  the  Japanese  Per- 
sonal Handyphone  sys- 
tem (PHS).  As  manufac- 
turers around  the  globe 
converge  on  a  single 
intermediate  frequency  of 
70  megahertz,  the  refer- 
ence radio  could  adapt  to 
any  cellular  band,  from 
850  megahertz  on  up.  All 
you  would  have  to  do 
is  change  or  retune  the 
mixer.  According  to  Tom 


Ail 

ware 

radio  will  soon  shrink  a 
cellular  base  station  to 
the  size  of  a  briefcase, 
easily  mounted  on  a  light  pole.  Cellular  costs  to  the  user  then 
will  plummet,  opening  vast  new  uses  for  digital  wireless. 

Gratzek,  Analog  Devices's  director  of  base  station  marketing  at 
the  Analog  communications  center  in  Greensboro,  North  Car- 
olina, customers  say,  "Shazaam!" 

THE  RUSH  TO  CASH  IN. ..WHO  WINS,  WHO  LOSES 

Interest  is  acute  at  all  major  telecom  equipment  manufactur- 
ers, from  Ericsson  to  Motorola,  and  champions  include  every 
telecom  company  that  thinks  it  may  have  guessed  wrong  in  the 
GSM,  TDMA,  CDMA  wars.  BellSouth,  for  example,  is  slipping 
into  a  GSM  ghetto,  but  it  dreams  of  deploying  smart  radios  that 
can  play  any  popular  standard  and  allow  it  to  filch  (i.e.,  ser- 
vice) CDMA  customers.  Also  a  TDMA  orphan,  AT&T  could  buy 
cheap,  all-purpose  base  stations  that  allow  it  to  sell  any  favored 
brand  of  service.  Ericsson  is  using  the  technology  to  create 
indoor  GSM  base  stations  that  can  fit  in  a  closet,  and  if  worst 
comes  to  worst  (as  it  will),  Ericsson  will  also  offer  CDMA,  per- 
haps initially  as  an  overlay  for  data. 

By  drastically  enhancing  efficiency  in  the  use  of  spectrum, 
broadband  digital  radios  will  lend  new  force  to  the  industry's 
move  up  the  frequency  ladder  toward  bandwidth  abundance. 
They  enable  the  seamless  convergence  of  the  cellular  band 
not  only  with  the  PCS  band  but  also  with  an  array  of  other 
applications  such  as  the  low-powered  ISA'  (industrial,  scien- 
tific, and  medical)  bands  at  900  megaherrz  used  by  Baran's 
Metricom  startup,  the  24-gigahertz  band  of  Associated  Com- 
munications, the  28-gigahertz  band  of  Local  Multipoint 


Distribution  Service  (LMDS)  used  by  CellularVision  for  wire- 
less cable,  and  the  38-gigahertz  band  of  WinStar.  This  up-spec- 
trum  bias  assures  the  continued  success  of  companies  pressing 
the  frontiers  of  microwave  integrated  circuits,  low-noise  ampli- 
fiers, power  amplifiers,  and  other  devices  that  function  in 
the  gigahertz. 

Going  over  the  cliff  of  costs,  the  industry  can  introduce  rad- 
ically new  products.  We  have  just  undergone  the  epoch  of  the 
personal  computer,  climaxing  in  1996  with  PCs  outselling  TVs 
in  units  for  the  first  time.  We  are  now  entering  a  new  era  when 
a  new  form  of  PC  will  be  domi- 
nant. It  may  not  do  Windows,  but 
it  will  do  doors.  Tetherlessly  tran- 
scending most  of  the  limitations  of 
the  current  PC  era,  the  most  com- 
mon PC  will  be  a  digital  cellular 
phone. 

It  will  be  a  dataphone,  as  faith- 
ful readers  of  these  pages  will 
know.  It  will  be  as  portable  as  your 
watch  and  as  personal  as  your  wal- 
let. It  will  recognize  speech  and 
convert  it  to  text.  It  will  plug  into  a 
slot  in  your  car  and  help  you  nav- 
igate streets.  It  will  consult  elec- 
tronic yellow  pages  and  give  direc- 
tions to  the  nearest  gas  station, 
restaurant,  police  headquarters,  or 
hotel.  It  will  collect  your  news  and 
your  mail  and,  if  you  wish,  it  will 
read  them  to  you.  It  will  conduct  transactions  and  load  credit 
into  a  credit  chip  on  a  smart  card,  which  can  be  used  like  cash. 
It  can  pay  your  taxes,  or  help  you  avoid  them,  or  soothe  you 
with  soft  music  as  you  do  your  calculus  homework.  It  will  take 
digital  pictures  and  project  them  onto  a  wall  or  screen,  or  dis- 
patch them  to  any  other  dataphone  or  computer.  It  will  have 
an  Internet  address  and  a  Java  run-time  engine  that  allows  it 
to  execute  any  applet  or  program  written  in  that  increasingly 
universal  language.  Or  it  will  dock  in  a  more  powerful  machine 
to  perform  more  demanding  functions.  It  will  link  to  any  com- 
patible display,  monitor,  keyboard,  storage  device,  or  other 
peripheral  through  infrared  pulses  or  radio  frequencies. 

And,  oh  yes,  it  will  unlock  your  front  door  or  car  door,  open 
your  garage  door,  or  even  play  Jim  Morrison  songs,  if  you  are 
old  enough  to  care  for  those  swinging  Doors  of  the  1960s 
(amazingly  enough,  my  teenage  daughters  do). 

Sorry,  though,  Nokia,  your  model  9000,  which  comes  clos- 
est today  to  this  new  machine,  will  not  cut  it,  at  least  in  the 
United  States,  because  it  is  based  on  Europe's  increasingly  obso- 
lescent GSM  standard.  Also  offering  the  right  form  factor  but 
the  wrong  access  standard  is  the  IBM-BellSouth  Simon,  which 
is  based  on  the  U.S.  analog  cellular  system  (AMPS)  or  CDPD 
(cellular  digital  packet  data).  The  most  common  PC  will  not  be 
a  GSM  or  CDPD  device,  because  it  will  soon  need  to  provide 
bandwidth  on  demand  while  draining  the  lowest  possible  power, 
whenever  it  is  not  plugged  in.  Thus  the  first  PC  of  the  new 
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INTRODUCING  POWER  NETWORKS.  Today,  at  the  Indianapolis  Motor  Speedway,  there's  something  moving 
t'  li  -t,  more  reliably  and  more  efficiently  than  ever  before:  their  new  digital  communications  and  computer  network.  A 
'  i  Ni-r  Network  Designed  by  Nortel. 

Customized  to  Indy's  specific  needs,  the  Power  Network  integrates  and  enhances  all  of  the  Motor 

[  dway's  existing  communications  networks.  So  every  aspect  of  their  business  operations  -  from  their  telephone 

.  1 '  r  n  to  global  Web  access  on  the  Internet  to  their  call  center  -  works  fasten  more  reliably  and  more  cost-efficiently 

All  of  which  allows  them  to  truly  deliver  for  their  customers.  From  the  drivers  and  teams  to  the  fans,  both  at 
tie  race  and  around  the  world.  And  a  Power  Network  can  do  the  same  for  you.  Just  give  us  a  call  or  head  for  our  Web 
it'  ■  ind  find  out  if  your  business  is  moving  as  fast  as  it  can  be. 


N0RTEL 

NORTHERN  TELECOM 


lo  you  have  a  Power  Network?  Visit  our  Web  site  at  www.nortel.com/pGwernetwQrl($15  or  call  1-800-4N0RTEL,  department  15. 

^  ^1  ©1997  Northern  Telecom.  Po\A(er  Networks,  Nortel  and  the  Nortel  globemark  are  trademarks  of  Northern  Telecom,  Indy  is  a  registereji  trademark  of  lMS  Corp.  Used  with  permission. 
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paradigm  will  probably  have  to  be  CDMA, 
built  from  the  bottom  up  to  provide  band- 
width on  demand,  according  to  TCP/IP  Internet  standards,  at 
a  handful  of  milliwatts  of  communications  power. 

Among  the  companies  soon  to  supply  such  machines, 
resembling  the  popular  U.S.  Robotics  Pilot,  are  Sony,  Qual- 
comm,  Lucky-Goldstar,  and  Samsung.  In  cooperation  with 
Alcatel,  the  European  giant,  which  has  just  announced  a  CDMA 
program,  Qualcomm  base  stations  will  soon  contain  a  GSM 
link  that  can  allow  such  CDMA  dataphones  to  tie  seamlessly 
to  GSM  systems  in  Europe. 
This  will  permit  European 
carriers  to  use  CDMA  to 
expand  capacity  without 
jeopardizing  their  GSM 
customers. 

Inspiring  the  Baran 
vision  of  wireless  is  the 
spectronic  paradigm,  in 
which  most  of  the  industry, 
from  personal  computers 
to  cellular  phones,  moves 

on  into  the  microwaves  and  is  discussed  more  in  terms  of 
megahertz  and  gigahertz  than  in  the  usual  metrics  of  mips  and 
bits.  The  spectronic  paradigm  tends  to  favor  the  manufac- 
turers of  gallium  arsenide,  indium  phosphide,  and  silicon  ger- 
manium devices.  Even  as  Philips  and  other  firms  push  sili- 
con bipolar  chips  toward  microwave  frequencies,  the  industry 
will  move  to  higher  domains  of  spectrum  where  gallium 
arsenide  and  indium  phosphide  tend  to  prevail.  For  the  power 
amplifiers  needed  in  every  cell  phone,  gallium  arsenide  is  supe- 
rior to  all  the  silicon  variants.  Pushed  by  the  advance  of  the 
spectronics  paradigm,  the  current  ride  of  Vitesse,  Anadigics, 
TriQuint,  and  other  gallium  arsenide  innovators  is  likely 
to  continue. 

The  major  long-term  winner  is  silicon  germanium.  Pio- 
neered by  IBM  fellow  Bernard  Meyerson  and  tested  and  sam- 
pled by  Analog  Devices,  silicon  germanium  combines  much 
of  the  manufacturability  of  silicon  with  the  high-frequency 
operation  of  gallium  arsenide.  IBM  has  recently  contracted 
with  Hughes's  communications  division  to  develop  silicon  ger- 
manium microwave  devices. 

As  the  technology  advances,  the  broadband  radios  will  be 
ideal  to  offer  video  teleconferencing.  World  Wide  Web,  and 
other  image-rich  wireless  content,  including  CDMA  bandwidth 
on  demand.  Data,  not  voice,  will  be  the  critical  application.  As 
people  brandish  their  dataphones  around  the  globe,  linking  to 
convenient  displays  through  IR  connectors,  users  can  break 
out  into  a  tetherless  telecosm  where  they  can  work  or  play, 
study  or  pray,  anywhere  they  go. 

A  major  supplier  of  wireless  in  Third  World  countries  ma)^ 
be  NextWave,  the  aggressive  CDMA  vendor  for  PCS,  now 
preparing  an  IPO.  As  a  "carrier's  carrier"  providing  only  infra- 
structure and  network  services  and  leaving  the  sales  and  mar- 
keting to  the  locals,  NextWave  will  join  its  complementary  sis- 
ter company  in  space,  Globalstar,  at  the  heart  of  a  C;DMA  fabric 


The  visionary  concepts  of  this 
once-myopic  and  still-modest 
engineer  offer  the  foundation  of 
an  effort  to  reinvent  the  Internet 
in  an  increasingly  wireless  form. 


of  culture-independent  worldwide  communications.  Watch 
Motorola's  obsolescent  Iridium,  with  its  exclusive  spectrum 
requirements  .and  its  effort  to  bypass  all  local  infrastructure, 
sink  like  a  stone. 

The  new  paradigm  of  wireless  joins  Baran's  two  key  inspi- 
rations— Internet  and  smart  radio — to  burst  the  chains  of 
geography.  People  who  want  leading-edge  computers  and 
communications  can  get  them  wherever  they  may  live.  Using 
Globalstar,  Teledesic,  and  other  low-earth-orbit  (LEO)  satellite 
systems  that  will  be  available  as  the  smart  radios  roll 

out,  students  in  the  Third 
World  can  study  or  work 
in  the  First  World.  Teach- 
ers and  entrepreneurs  in 
the  First  World  can  serve 
and  employ  people  around 
the  globe.  Imagined  gaps 
between  the  information 
rich  and  poor  will  collapse 
in  an  infoscape  equally 
accessible  to  all. 

Baran  has  not  spent 
his  life  in  speculation  or  prophecy.  Living  at  the  heart  of  Sili- 
con Valley  in  a  walled  and  radiantly  flowered  community  a  few 
minutes  down  Middlefield  Road  from  Netscape,  Baran  sits  at 
the  epicenter  of  a  series  of  entrepreneurial  creations.  His  home- 
office  PCs  and  Power  Macs  are  linked  to  the  Internet  through 
the  Palo  Alto  Cable  Co-op  by  cable  modems  from  Com21, 
which  he  founded  and  now  chairs.  To  run  multimedia 
programming  down  twisted-pair  wires,  the  regional  Bell  oper- 
ating companies  now  propose  to  use  discrete  multitone  tech- 
nology (DMT),  the  basic  technology  conceived  by  Baran  for 
Telebit  and  now  the  leading  digital  subscriber  loop  (DSL) 
method,  taken  up  and  perfected  by  Amati  Communications, 
just  down  the  road  in  San  Jose.  StrataCom,  recently  purchased 
by  Cisco  for  $4  billion,  began  as  a  leveraged  buyout  spinoff 
from  Baran's  Packet  Technologies. 

Metricom,  a  Baran  company  with  investments  from  Bill 
Gates,  among  others,  offers  wireless  Internet  services  through 
Baran's  neighborhood  and  at  campuses  across  the  country. 
Baran's  company.  Equatorial  Communications,  introduced 
spread  spectrum  commercially  as  a  way  of  delivering  infor- 
mation from  satellites  below  the  noise  floor  required  by  the 
FCC.  Spread  spectrum  is  now,  in  the  form  of  the  CDMA  of 
Qualcomm  and  Globalstar,  the  world's  fastest-growing  com- 
munications technology.  And  it  is  the  basis  for  the  flourishing, 
unlicensed  wireless  systems,  such  as  Metricom,  operating  at 
less  than  one  watt  of  transmit  power  in  the  ISM  (industrial, 
scientific,  medical)  bands. 

Collectively,  the  visionary  concepts  of  this  once-myopic 
and  still-modest  engineer  offer  the  foundation  of  an  effort  to 
reinvent  the  Internet  in  an  increasingly  wireless  form  and  reshape 
the  communications  policies  of  the  nation  and  the  world.  ■ 

George  Gilder  is  a  contributing  editor  0/ Forbes  ASAP.  He  also  publishes  the  monthly 
Gilder  Technology  Report.  For  a  newsletter  subscription,  call  1-800-888-9896.  For  more 
information  about  GTR  and  its  September  conference,  email  gtg@>gilder.com. 
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<DNINTERRUPTIBLE  power  SOLUTIONSI  You  may  never  think 
about  power.  But  you  do  understand  downtime.  Destroying  productivity, 
eroding  consumer  confidence,  and  threatening  profit.  We  offer 
integrated  solutions  for  those  who  can't  afford  to  be  vulnerable.  In 
fact,  we  protect  the  power  for  nine  out  of  ten  of  the  world's  largest 
banks.  Not  with  just  a  lot  of  boxes  that  handle  surges  and  spikes. 
But  with  Strategic  Power  Management.™  Protection  that  keeps  you 
from  ever  being  out  of  data.  Out  of  control.  Or,  just  plain  s  o  l. 


:.  761,  or +1-91 9-870-3403,  Fax:+1-919-870-3411,  "EXIDE  i 
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LEGENDS 


JEF  RASKIN 

The  real  father  of  the  Macintosh  is  sitting  in  his  study,  right  next  to  his  books  on  insects,  and  is  talking  a 
little  creative  heresy:  The  genesis  of  the  mighty  Macintosh — the  machine  that  brought  computer  power  to  the 
common  man — did  not  occur  at  Xerox  PARC  or  Fairchild  or  even  in  the  minds  of  Steve  Jobs  or  Steve 
Wozniak.  "When  I  was  a  kid,  I  read  lots  of  science  fiction.  I  thought  if  the  Martians  ever  come  to  Earth  and 
select  me  as  a  human  being  to  study,  I  want  to  be  able  to  represent  this  human  race  well.  So  I  decided  to  get  as 
much  human  knowledge  as  I  could."  For  the  next  20  years,  up  until  Jef  Raskin's  fate  ran  smack  into  that  of  two 
young  men  selling  Apple  computers  in  a  garage,  his  childhood  dream  transformed  into  a  quest  to  learn.  He  stud- 
ied the  arts,  eventually  composing  and  performing  music  professionally.  His  computer-facilitated  abstract  art 
appeared  in  the  Museum  of  Modern  Art  in  New  York.  In  college,  Raskin  majored  in  math  and  physics,  with  a  minor 
in  philosophy  and  music.  In  1967  while  at  Penn  State  getting  his  master's  in  computer  science,  he  was  given  the 
"difficult"  task  of  helping  liberal  arts  students  feed  punch  cards  to  the  university's  carnivorous  computers. 

"I  sensed  one  could  design  systems  to  be  a  lot  easier  to  use,"  says  Raskin,  54,  who  envisioned  a  computer  that 
could  easily  and  simply  do  everything  he  liked  to  do:  draw,  paint,  compose,  calculate,  and  write — complete  with 
umlauts  and  accents.  He  also  wanted  it  to  be  portable.  He  once  wheeled  his  large  Data  General  Nova  into  a  restau- 
rant to  calculate  the  tip.  "Just  so  I  could  feel  what  it  would  be  like  to  have  a  portable  computer." 

In  1978,  Raskin  became  Apple's  31st  employee  and  manager  of  the  publications  department.  A  year  later,  Chair- 
man Mike  Markkula  asked  Raskin  if  he  would  like  to  help  create  a  $500  game  machine.  Raskin  declined  the 
offer  but  said  he  had  another  idea — for  a  computer  he  had  envisioned  years  earlier  at  Penn  State.  He  even  had  a 
name  for  it:  "Macintosh" — his  favorite  apple.  "Jobs  wanted  to  call  it  the  bicycle,"  scoffs  Raskin. 

Throughout  much  of  the  Mac  project,  Raskin's  relationship  with  Jobs  was  not  good.  As  a  company,  Apple  had 
just  started  to  boom  and  responsibilities  were  fluid.  Jobs  began  to  elbow  his  way  into  Raskin's  territory.  The  two 
quickly  bumped  egos.  "I  don't  truckle  to  anybody,"  says  Raskin.  The  relationship  got  so  bad,  he  says,  that  Jobs  would 
not  even  heed  his  advice  to  visit  Xerox  PARC,  a  groundbreaking  R&D  lab.  Never  one  to  be  denied,  Raskin  had  his 
friend  and  colleague  Bill  Atkinson  coax  Jobs  to  Xerox  PARC.  There  is  plenty  of  irony,  but  only  a  little  bitterness, 
when  Raskin  talks  about  his  behind-the-scenes  orchestration  of  what  has  become  legend:  Jobs's  decision  to  visit 
Xerox  PARC,  where  he  saw  the  miracle  of  the  mouse  and  menus  and  called  it  "revolutionary."  "I  certainly,  at 
times,  have  not  gotten  credit  where  credit  is  due,"  says  Raskin.  "But  do  I  feel  like  history's  passing  me  by?  No." 

Raskin's  lack  of  bitterness  may  be  due  to  the  stock  options  he  received  (he  refused  to  give  a  dollar  amount, 
but  said  he  received  no  bonus  or  extra  stock  for  his  role  as  Mac  founder).  It  is  also  a  realization  that  while  he  is 
the  father  of  the  Mac,  Jobs  was  its  champion,  an  "essential"  role,  he  says.  But  more  to  the  point,  since  resigning  from 
Apple  in  1982  ("I  could  not,  in  good  conscience,  work  with  Steve 
Jobs,"  he  says),  Raskin  has  been  too  busy  composing,  writing,  read 
ing,  and  tinkering  to  cultivate  bitterness. 

He  is  hard  at  work  learning  archery  and  designing  the  latest  in 
radio-controlled  cardboard  airplanes.  He  is  also  busy  imagining 
the  next  generation  of  computers,  one  with  a  user  interface  so  trans- 
parent that  there  will  be  no  need  to  boot  up,  no  need  to  pick  an  appli- 
cation. Raskin  wants  to  create  a  computer  that  will  truly  free  even  the 
rare  Renaissance  man  like  himself  Only  then  can  he  forget  about  key- 
board commands  and  focus  on  the  really  important  task  at  hand: 
to  perfect  his  being  before  the  Martians  arrive.         — Eric  Pfeiffer 
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BREAKING  AWAY 


Last  Resort 

What  does  an  underwriter  do,  trapped  in  the  L.A.  corporate  grind?  She  escapes 
to  Sun  Valley-with  a  little  help  from  high  tech.  By  Umberto  Tosi 


To  SEE  HER  NOW,  it's  HARD  to  imagine  that  only  four  years  ago 
Candy  Robertson  was  living  the  big-city  Hfe:  She  was  an  under- 
writer for  the  largest  mortgage  company  in  Southern  California. 
She  had  a  dreary  commute,  worried  about  her  15-year-old  son's 
school,  and  was  frustrated  by  the  routine  and  boredom  of  phone 
calls  and  paperwork. 

But  that  was  then  and  this  is  now:  In  1993,  after  falling  in  love 
with  it  on  vacation,  she  moved  to 
Sun  Valley,  Idaho,  the  ski  resort  for 
the  rich  and  athletic.  Her  corporate 
dress  has  given  way  to  blue  jeans, 
denim  vests,  and  cowboy  boots.  The 
time  spent  sitting  in  traffic  now  goes 
to  skiing,  mountain  biking,  and 
roUerblading. 

While  she  left  the  corporate 
grind  far  behind,  she  did  not  leave 
her  profession.  Early  on,  she  rec- 
ognized that  there  were  plenty 
of  mortgage  opportunities  in  the 
growing  resort  (the  average  home 
loan  is  $225,000  and  estates  for 
celebs  such  as  Arnold  Schwarze- 
negger run  deep  into  the  seven  fig- 
ures). But  to  be  successful  in  her 
new  environment,  she  also  knew  she 
needed  to  find  a  competitive  edge. 
She  found  it  in  an  unlikely  place:  a 
new  technology  called,  appropri- 
ately enough.  Edge. 

When  Robertson  joined  Ken- 
nedy Mortgage  Group  in  1994,  where  she  is  an  underwriter 
and  mortgage  banker,  the  company  "was  a  madhouse,"  she 
says.  "There  were  four  loan  officers  running  around  screaming, 
telling  the  staff  what  to  do.  It  just  wasn't  organized."  Using 
Edge,  an  online  software  program  provided  by  Countrywide 
Home  Loans,  the  nation's  largest  independent  mortgage 
lender,  Robertson  was  able  to  automate  the  mortgage  loan  appli- 
cation process. 

Typical  loan-processing  software  does  little  else  but  spit  out 
forms.  Edge,  however,  evaluates  credit  history,  cash  flow,  and  land- 
lord ratings.  It  judges  whether  to  approve  the  loan  or  not.  It  even 
calculates  interest  rates  and  draws  up  final  loan  documents.  So 
advanced  is  the  system  that  the  Federal  Housing  Administra- 
tion has  given  Edge  authority  to  underwrite  its  loans.  Unlike  the 
days  or  weeks  it  can  take  using  traditional  methods,  Pasadena- 


based  Countrywide,  which  writes  90%  of  Kennedy  Group's  loans, 
can  now  complete  the  entire  loan  process  in  hours.  "The  Edge 
system  allows  us  to  operate  as  if  we  were  a  branch  office  of  Coun- 
trywide," says  Robertson.  "When  I  sign  a  loan,  it's  done." 

This  time  savings  translates  into  higher  volume.  With  Edge, 
Kennedy  Group  generates  between  $10,000  and  $15,000  in  addi- 
tional revenue  a  month,  or  about  $1  million  more  in  loans  (the 

office  averages  $3  million  per  month 
in  loans). 

The  combination  of  using  Edge 
and  of  having  Robertson's  inde- 
pendent signing  capability  as  a 
mortgage  banker  has  enabled  Ken- 
nedy Group  to  slash  overhead  (now, 
besides  owner  Tom  Kennedy  and 
Robertson,  there  are  only  three 
employees  doing  the  loan  process- 
ing and  no  other  loan  officers).  In 
turn,  this  saves  on  the  typical  1.5% 
loan  officer  commissions  as  well  as 
the  loan  underwriting  fees  of  $300 
per  loan,  and  reduces  the  turn- 
^^^^^^^^^  around  time  by  a  minimum  of  15 
^^I^S^^^^K^^^^M  days.  For  customers  this  means  they 
I^HHB^^HHHIH  not  only  get  to  move  into  their 
house  sooner,  but  they  save  about  a 
quarter  point,  or  about  $500  on  a 
$200,000  loan,  says  Robertson. 

Like  any  new  technology,  Edge 
has  its  limits.  "I  feel  more  comfort- 
able underwriting  every  file — even 
though  they  might  go  through  automatically.  Computers  can  miss 
things,"  Robertson  says.  An  example:  The  system  rejected  a  loan 
application  because  of  the  slightly  below-standard  ratio  between 
the  applicant's  income  and  the  mortgage  payment;  Robertson 
approved  the  loan  anyway.  "There  were  compensating  factors," 
she  explains.  "The  borrower  has  excellent  credit.  He's  got  reserves 
of  26  months.  He  pays  his  bills.  So  why  not?" 

Even  with  its  limitations.  Edge  has  been  a  decisive  factor  in 
making  the  Kennedy  office  profitable,  says  Robertson.  Pre-Edge, 
the  profit  margin  was  .90%.  Post-Edge  it  is  1.5%.  And  Robertson 
herself  has  become  the  region's  top  underwriter  and  mortgage 
banker.  Building  from  its  healthy  bottom  line,  Kennedy  Group 
plans  to  expand  its  business,  in  part  by  arranging  direct  loans  for 
some  of  the  area's  biggest  celebrity  borrowers.  Predicts  Robert- 
son, "We'll  be  doing  more  Arnold-sized  loans."  ■ 
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Today,  I  await  the  death  of  television,  telephony,  VCRs,  and 
analog  cameras  wnth  utter  confidence  as  Moore's  law  unfolds.'^ 

—George  Gilder 


Presented  by:  George  Gilder  and  Forbes  Magazine 
September  14-16,  1997 

Palm  Springs,  CA,  The  Ritz  Carllon-Rancho  Mirage 


At  this  high-level  forum,  industry  guru  and  futurist  George  Gilder  and 
Forbes  Magazine  bring  together  telecom,  technology,  and  public  policy  opin- 
ion leaders  with  vision  and  clout  —  for  essential,  interactive,  and  oftentimes 
controversial  discussion. 

Sessions  such  as  Money  and  the  Microcosm,  Betting  Against  Bandwidth, 
Neural  Networks  (or  The  Future  of  the  Internet),  and  Death  of  Telephony  are 
certain  to  provoke  thought  and  provide  inspiration  for  those  who  need  to 
stay  on  top  of  the  industry  and  its  lightning-quick  changes. 

Presenter's  include: 


-(IHarc  Andreesen  ♦  Netscape  }- 


-(Bob  Annunziata  ♦  tcg^ 


-{Paul  Baran  •  Com2i^ 


-(Peter  Cochrane »  British  Telecom  Labs)- 


Steve  Forbes  •  Forbes  Magazine, 


^Leonard  Kleinrock »  ucla)^ 


-(Scott  McNealy «  Sun  Mlcrosystems)- 


-(Carver  Mead  ♦  CaiTech)- 


-(Mary  Meeker  ♦  Morgan  Stanley) 


^Robert  Metcalfe  ♦  infoworid}- 


-(Alan  Salmasi » Nextwave) 


^Eric  Schmidt  •  Novell 


Registration  Fee:  $3,800.00 
For  more  information: 

Call:  212-206-5521  Fax:  212-206-5158  e-mail:  Telecosm@forbes.com 
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The  cyberdream-that  everyone  will  navigate 
eveiything-is  the  ancient  fantasy  of  eternal  life. 
It  defies  "Marvell's  law." 


Had  we  but  world  enough,  and  time, 
This  coyness,  lady,  were  no  crime.... 
But  at  my  back  I  always  hear 
Time's  winged  chariot  hurrying  near... 

— Andrew  Marvell 

REGULAR  READERS  OF  THIS  MAGAZINE  have  Surely  Concluded 
I  that  the  secret  to  understanding  information  technol- 
ogy lies  in  learning  laws  named  after  guys  whose  last 
names  begin  with  M.  So,  to  the  laws  of  Moore  p 
\  and  Metcalfe,  I  will  add  a  third  and  more  fun- 
damental one:  "Marvell's  law." 

Andrew  Marvell  was  not  a  techie.  He  was  a  17th-cen- 
tury English  politician  and  poet.  His  greatest  legacy  may 
have  been  saving  his  former 
boss,  John  Milton,  from 
execution  after  Charles  II 
restored  the  monarchy.  With- 
out Marvell's  maneuvering 
we  might  not  have  Paradise 
Lost.  Milton's  masterpiece  is 

not,  however,  our  concern  here.  "Time's  winged  chariot  hurry- 
ing near"  is. 

According  to  Marvell  and  his  law,  life  is  limited.  Time  is  the 
truly  scarce  resource.  In  Marvell's  era,  three  score  and  ten  was 
indeed  a  great  age.  (Marvell  died  at  57,  Milton  at  66.)  We,  on  the 
other  hand,  have  more  time  than  our  ancestors.  We  have  extended 
the  length  of  our  days,  lighting  up  the  night.  We  have  made  con- 
venience a  marketable  commodity.  If,  while  writing  this  article, 
I  am  also  running  the  washing  machine,  my  effective  life  has  been 
extended  by  the  time  it  would  take  to  do  laundry  by  hand.  To 
the  consternation  of  convenience-denouncing  social  critics,  I  and 
millions  of  others  are  willing  to  pay  well  for  such  life  extension. 

But  tlie  chariot  remains,  ever  hurrying.  And,  yes,  Marvell's  law 
really  does  tell  us  something  about  information  technology.  At 
least  two  centuries  ago,  probably  longer,  we  passed  the  point 
where  it  was  possible  for  educated  people  to  master  all  of  their 
culture's  sources  of  information.  Yet  only  very  recently — within 
my  lifetime,  really — have  we  begun  to  absorb  and  accept  the 
effects  of  that  shift.  You  can  still  get  the  sympathetic  attention  of 
many  intellectuals  by  decrying  specialization  and  demanding  a 
single,  universal  (and  extremely  narrow)  canon  of  learning. 

The  flip  side  of  information  abundance  is  a  huge  sorting  prob- 
lem. Life  is  limited,  so  every  new  source  of  information  must 
take  time  from  an  old  one.  We  can  ignore  the  new,  or  the  old,  or 


trade  time  from  one  to  make  time  for  the  other.  But  we  cannot 
have  it  all.  And  as  information  multiplies,  the  possible  ways  of 
combining  it  grow  even  faster;  combinatorics  makes  exponen- 
tial growth  look  positively  lethargic. 

Sometimes,  of  course,  the  game  isn't  exactly  zero-sum.  A  new 
information  source  can  arise  that  provides  faster  access  to  what 
has  gone  before.  Such  innovations  have  enormous  effects — and 
tlnd  hugely  receptive  markets.  The  explosion  of  the  Web  reflects 
this  phenomenon.  Whatever  its  value  for  commerce  or  enter- 
tainment, the  Web  functions  most  usefully  as  a  research 
tool,  the  fastest  way  to  dig  up  everything  from  govern- 
ment statistics  and  academic  papers  to  the  history  of 
beach  volleyball  or  contact  lenses.  But  even  as  it  cuts 
search  time,  it  throws  off  more  and  more  information. 

Eventually,  the  time  we 
save  in  looking  for  things  is 
dwarfed  by  the  lime  it  takes 
to  absorb  what  we  find.  The 
Net  in  all  its  manifestations 
is  not,  then,  exempt  from 
Marvell's  law.  Its  usefulness 
is  limited  by  our  time  and  attention.  Despite  all  the  talk  about 
"disintermediation"  and  "democratization,"  easy  publication  means 
that  intermediaries  are  more  valuable  than  ever.  Unless  we  want 
to  spend  all  our  finite  time  sorting  through  information  and  none 
actually  using  it,  we  need  specialized  guides:  editors,  critics,  syn- 
thesizers, scholarly  referees,  even  travel  or  real  estate  agents. 

Good  search  engines  and  intelligent  agents  someday  may 
make  it  easy  to  gather  the  information  we  want.  But  we  do  not 
have  infinite  imaginations.  And  these  technologies  will  not,  at 
least  for  the  foreseeable  future,  create  combinations  their  users 
have  not  already  specified  (although  inefficient  searches  may,  like 
rambles  through  open-stack  libraries,  inadvertendy  turn  up  trea- 
sures). Technology  will  not  ferret  out  meaning  or  exercise  criti- 
cal judgment.  These  tasks  require  the  quirks  and  talents  of  human 
beings.  Those  quirks  can  create  blind  spots,  which,  as  we  shall 
see  in  my  next  column,  are  another  product  of  Marvell's  law. 

But  the  dreaded  "gatekeepers"  are  inevitable.  The  cyberdream 
that  everyone  will  navigate  everything  for  him-  or  herself 
is  the  ancient  fantasy  of  omniscience,  omnicompetence,  and 
eternal  life.  It  defies  Marvell's  law.  We  have  not  world  enough, 
or  time.  ■ 

Virginia  I.  Poslrel  (VPostrel@aol.com)  is  the  editor  of  Reason  magazine.  All 
her  previous  Forbes  ASAP  columns  are  now  available  on  Reasons  Web  site  at 
www.rensonmag.com. 
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If  youVe  like  our  engineers,  we  know 
you'll  trade  in  your  old  printers  for  the  sheer 
thrill  of  experiencing  the  latest  technology. 


For  everyone  else,  we've  got  cash. 


you've  been  thinking  about  upgrading  (and  increased  speed,  efficiency  and  technological  advances  alone  aren't  enough  to 
et  you  motivated),  we  may  have  something  for  you.  Our  Cash  In  &  Trade  Up  program  lets  you  send  in  practically  any  old 
'orking  printer  for  cash  or  credit  towards  a  new  HP  LaserJet  or  DeskJet  1600C  printer.  You  can  even  trade  in  your  old  print 
erver  for  credit  towards  a  new  HP  JetDirect  print  server.  To  find  out  more,  contact  your  local  reseller  or  call  1-800-TRADE  ME, 

r  log  on  at  www.hp.com/info/tradeup.  BuUt  by  engineers.  Used  by  normal  people. 
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1.  FRANCE  TELECOM  www.francetelecom.com. 
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Source,  Inc.  is  the  leading  independent  provider 
for  current  and  evolving  business  applications  of 
computer  and  telepfiony  integration. 
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software 


♦  CLIENT/SERVER  • 
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quickly  to  dynamic  market  conditions,  helping 
businesses  maintain  a  competitive  advantage. 

DATA  MIRRORING/DISASTER  RECOVERY  # 

15.  VISION  SOLUTIONS  The  leading  provider  of  high 

•  systems  availability  software  including  data  mirroring, 

:  horizontal  growth,  disaster  recovery,  24  hour/7  day 
fault  tolerance  and  workload  distribution. 

*  EDA  SOFTWARE  « 

6.  CADENCE  DESIGN  SYSTEMS,  INC.  Provides 
comprehensive  services  and  technology  for  the 
product  development  requirements  of  the  world's 
leading  electronic  companies. 

ENTERPRISE  BUSINESS  APPLICATIONS  ♦ 

7.  PEOPLESOFT  Develops,  markets,  and  supports 
a  complete  suite  of  business  applications  — 
jPeopleSoft  Financials,  PeopleSoft  Distribution, 
iPeopleSoft  Manufacturing,  and  PeopleSoft 
HRMS  —  for  enterprise-wide  information 
management.  1-800-947-7753. 

GLOBAL  SUPPLY  CHAIN  MANAGEMENT  * 

8.  QAD  INC.  A  leading  developer  and  global  supplier 
of  integrated  business  software  and  services 
including  manufacturing,  distribution,  customer 
service  and  financial  applications  in  an  open 

•  systems  environment. 


hardware 


PRINTERS 

i9.  MINOLTA  PERIPHERAL  PRODUCTS  Proudly 

introduces  PageWorks,  a  revolutionary  line 
of  laser  printers  for  business.  For  over  ten  years 
Minolta  has  been  one  of  the  world's  largest 


manufacturers  of  laser  printer  engines.  That 
field-proven  reliability  allows  us  to  offerlaser 
printers  of  unparalleled  quality  and  value. 
For  more  information  visit  our  Web  site 
at  www  minoltaprinters.  com  or  call  1-888-2MIN0LTA. 


*  CONSULTANTS  • 

10.  BOM  INTERNATIONAL,  INC.  (Nasdaq:BDMI) 
Provides  information  technology  systems  and 
solutions,  from  mainframe  migration  to  intranet 
integration,  to  the  government  and  private  sector 
worldwide. 

11.  ZENGER  MILLER  Specializes  in  helping  companies 
measurably  improve  individual  and  organizational 
performance.  Zenger  Miller  works  with  more 
than  3,000  organizations  worldwide,  including 
more  than  half  the  Forbes  500. 

•  ON-LINE  SERVICES* 

12.  CHARLES  SCHWAB  &  CO.,  INC.  e. Schwab. 
1-800-eSchwab  ext.  104 

13.  E*TRADE  SECURITIES,  INC.  Take  charge  of 
your  investments  with  one  of  the  leading  online 
brokerages.  Get  valuable  news,  price  charts 
and  company  research  free  -  24  hours  a  day. 
Plus,  trade  for  as  little  as  $14.95  per  listed  market 
order.  Visit  our  Web  site  and  get  empowered 
with  E*TRADE  today!  Call  1-800-STOCKS-3  or 
www.etrade.com 


14.  ADP,  INC.  Provides  a  comprehensive  family 
of  solutions  to  help  you  manage  your  business. 
These  solutions  include  HR  information  systems, 
benefits  administration,  and  payroll/payroll  tax 
filing.  For  more  information  on  how  ADP  can  help 
your  company,  call  1-800-225-5237  and  ask  to 
speak  to  your  local  ADP  office  today. 

15.  NEC  AMERICA,  CORPORATE  NETWORKS  GROUP 

For  nearly  100  years,  NEC  America,  Inc.,  a  leader 
in  advanced  computers,  communications  and 
consumer  electronics  technologies,  has  helped 
its  customers  extend  their  potential  with  innova- 
tive products  and  services. 

16.  TSMC  The  world's  largest  and  fastest  growing 
dedicated  semiconductor  foundry.  Headquartered 
in  Taiwan,  TSMC  offers  processes  that  focus  on 
advanced  logic,  mixed  signal  and  a  wide  array  of 
memory  devices. 

#  COMPUTER  SOFTWARE  &  SERVICES  ♦ 

17.  COMPUWARE  CORPORATION  Year  2000  products 
and  services. 

#FINANCIALyiNSURANCE» 

18.  ROBERTSON,  STEPHENS  &  COMPANY  An 

international  investment  banking  and  investment 
management  firm  specializing  in  growth  companies 
within  the  technology,  health  care,  retailing/ 
consumer  products,  and  real  estate  industries. 


19.  ROYAL  INSURANCE  USA  Combines  a  local 
touch  with  a  global  reach  providing  commercial 
property  and  casualty,  personal  lines  and  specialty 
coverages.  A  member  of  the  worldwide  Royal 

&  SunAlliance  Insurance  Group  pic.  Royal 
offers  international  coverages  in  more  than 
105  countries. 

♦  STATIONERY  ♦ 

20.  GEORGIA-PACIFIC  PAPERS  Microprint  One  is 
a  bright  white  paper  designed  to  work  in  ink  jet 
and  laser  printers,  copiers,  plain  paper  faxes  and 
multifunctional  machines. 

»  TAPE  STORAGE  AND  BACK-UP  # 

21.  EXABYTE  CORPORATION  Tape  drives  and 
libraries  ranging  in  capacity  from  1.3  gigabytes 
to  3.2  terabytes.  Exabyte  product  sales,  support 
and  service  are  available  internationally. 
Phone  1-800-EXABYTE  or  (303)  442-4333. 

♦  TELECOMMUNICATIONS  # 

22.  TCG  -  TELEPORT  COMMUNICATIONS  GROUP 

Provides  advanced  fiber  optic  networks  for  the 
transmission  of  voice,  data  and  image  communi- 
cations. TCG  currently  operates  networks  in  57 
major  markets  and  more  than  250  communities 
nationwide. 

♦  TRANSPORTATION/FREIGHT  ♦ 

23.  ROADWAY  EXPRESS,  INC.  Founded  in  1930  and 
headquartered  in  Akron,  Ohio,  Roadway  Express, 
Inc.  is  one  of  the  largest  North  American  based 
LTL  motor  carriers.  Visit  http://wvvw.roadway.com. 

#  TRAVEL  # 

24.  ALAMO  RENT  A  CAR  The  Alamo  Small  Benefits 
Program  offers  the  best  value  going  for  growing 
companies.  With  enrollment,  corporate  customers 
receive  FREE  Quicksilver  seivice.  True  Blue  rewards, 
Frequent  Flyer  rewards,  and  much  more. 

♦  UNINTERRUPTIBLE  POWER  SUPPLIES  • 

25.  AMERICAN  POWER  CONVERSION  (APC)  A  leading 
manufacturer  of  uninterruptible  power  supplies 
and  surge  protection  products  for  personal,  pro- 
fessional, and  network  applications.  APC  offers 
products  featuring  hot  swappable  uswer  replace- 
able batteries,  software,  SNMP  accessories  and 
data  line  protection.  For  free  60-page  catalog,  circle 
readerservice  #25  or  call  (888)  289-APCC  ext.  8108, 

•  VALUE-ADDED  SERVICES  FOR 

UTILITY  INDUSTRY  # 

26.  CONNEXT  An  independent  utility  services 
company.  The  products  and  services  help  utilities 
differentiate  their  base  commodity,  increase 
operational  efficiency  and  generate  non-utility 
revenues. 
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DCTCDC  '^^"^  Different.  Some  call  it  the  shift  from 
I  C  I  Elzw  "equity  feminism"  to  "difference  feminism."  An 
earlier  generation  of  women/feminists,  in  their  drive  for  equal- 
ity, emphasized  male  and  female  similarities.  Now  women  seem 
to  feel  more  confident  about  themselves  and  are  emphasizing 
their  differences  from  men. 

In  her  latest  book,  Clicking,  Faith  Popcorn  (with  Lys 
Marigold)  sums  it  up:  "[Men]  don't  think  the  same  way,  don't 
communicate  the  same  way,  don't  buy  for  the  same  reasons." 
(For  the  elaborated  interpersonal  version  of  this,  peruse 
John  Gray's  readable  and  sound  Men  Are  from  Mars,  Women 
Are  from  Venus.) 

Buy  more.  As  to  the  marketplace  ("don't  buy  for  the  same 
reasons").  Popcorn  and  Marigold  are  crystal  clear  in  their  chap- 
ter "Clicking  through  FemalcThink"  about  the  profound  differ- 
ences. He,  they  write,  "simply  wants  the  transaction  to  take  place. 
She's  interested  in  creating  a 
relationship. ...  Every  place  that 
women  go  they  make  connec- 
tions....  Everything  becomes  a 
personal  experience." 

YES...  IT  IS  TWO  PLANETS! 

YES...  I   CALL   IT  O-P- 
P-O-R-T-U-N-I-T-Y  NO.  1. 

EVERYWHERE! 
Take  sports.  Women  are  on  llic 
move.  Fast.  And  that's  an 
understatement.  Since  1991,  for 
instance,  women  have  outspent 
men  on  sports  shoes  and  sports 
apparel.  Some  13  million-plus 
women  now  play  basketball; 
women  account  for  nearly  half 
the  $3  billion  market  for  NBA 
merchandise,  (item  of  note, 
courtesy  of  Wonioi's  Sports  + 
Fitness:  Jockstrap  invented  1874. 
Jogbra  invented  1977.  First-year  sports  bra  sales:  25,000.  Sports 
bra  sales  in  1996:  42  million.  The  times  they  are  a-changin',  as  Bob 
Dylan  put  it.) 

Or  take  medicine.  Most  medical  research — insane  as  it  may  seem 
(and  is) — has  been  done  on  men.  And  the  silliness  continues. 
Bristol-Myers  Squibb  is  touting  Pravachol  with  near  reckless 
abandon:  "The  first  and  only  cholesterol-lowering  drug  of  its 
kind  proven  to  help  prevent  first  heart  attacks." 
Yeah,  but... 

FDA  approval.  Health  magazine  reported  (March  1997),  was 
"spurred  by  a  project  known  as  the  West  of  Scotland 
(WestScot)  study."  The  subjects:  6,600  M-E-N.  And... men 
are  from  Mars,  women  are  from  Venus.  The  female  heart. 
Health  adds,  has  been  largely  ignored  for  decades.  Among  other 
things,  women  develop  heart  disease  much  later  in  life  than 
men,  and  it  seems  that  women's  heart  disease  has  "little  to 
do  with  lifestyle  [e.g.,  cholesterol  levels]  and  much  to  do 
with  biology." 

Moreover,  estrogen  seems  to  lower  nasty  LDLs  (low-density 
lipoproteins)  prior  to  menopause.  In  short,  the  hype  surround- 


Now  close  to  8  million 
women  own  enterprises  in 
America,  up  from  about 
400,000  in  1970.  They 
employ  about  1 8.5  million 

of  us ...  40%  more  than 
old  Forbes  500  industrials. 

As  Willie  Sutton  would 
have  it,  women  are  where 
the  bucks  are. 


ing  Pravachol  has  little — or  nothing — to  do  with  women!  Want 
another  20  examples  from  the  health  world?  I've  got  'em! 
But  mostly  I'm  waiting  (in  vain  so  far)  for  a  big  company  that 
really  "gets  it.'* 

R-E-A-L-L-Y  GETS  IT.  That's  the  ticket.  And  the  thorny  issue. 
"Really  gets  it,"  as  I  see  it,  is  not  about  launching  (replete  with 
balloons  and  lapel  buttons)  a  corporate  Women's  Initiative. 
Instead  it  calls  for  wholesale  reinvention. 

Reinvention  =  Reevaluation  of  corporate  recruiting,  hiring, 
rewarding,  promoting,  structure,  processes,  measurement,  strat- 
egy, vision,  leadership,  and  culture.  Nothing  less  will  do.  Or, 
rather,  nothing  less  measures  up  to  the  enormous  scale  of  the 
opportunity.  But  if  you  won't  leap  that  far  with  me,  at  least  try 
my  seminar-tested  "starters"  list: 

1.  What  share  of  your  sales  is  made  to  women?  What  share  of 
the  segment's  sales  is  made  to  women? 

2.  How — very  specifically — do 
women's  tastes  influence  prod- 
uct development,  sales,  logistics, 
and  service? 

3.  What  percent  of  senior  folks 
in  product  development,  sales, 
service,  and  marketing  are 
women? 

4.  Is  anyone  in  your  segment 
doing  a  fabulous  job  (a  la  Sat- 
urn) in  catering  to  women-as- 
premier-purchasers/owners? 
Are  you  benchmarking  against 
best-in-serving-women  (regard- 
less of  the  industry)? 

5.  How  big  is  the  "women's 
opportunity"  in  your  market? 
(Are  you  sure?) 

6.  Do  you  have  an  explicit 
"women's  strategy"  that  involves 
the  market  and  the  organization 

capability  associated  with  serving  it  imaginatively? 
Here's  the  bottom  line  (redux):  No.  l  business  opportunity  in 
health  care,  financial  services,  autos,  education,  leisure,  recre- 
ation, sports,  software,  office  products,  etc.,  etc. 
Here's  the  bottom-bottom  Mne:  "You  just  don't  understand," 
says  researcher  Deborah  Tannen  in  a  book  by  the  same  name. 
Well,  I  thought  I  did.  A  smart,  sensitive,  new  age  guy  (albeit 
OWM,  age  54).  Then  in  December  1996  I  attended  (actually,  I 
convened)  a  meeting  of  some  of  the  nation's  most  powerful 
women  leaders.  Four  hours  later  I  walked  out  exhilarated  (oppor- 
tunity) and  shaken. 

For  the  first  time  I  fully  realized  it's  not  just  that  I  don't  get 
it  but,  rather,  I  can't  get  it!  I  am  a  member  of  the  (current)  rul- 
ing class.  I  simply  cannot  conceive,  a  la  Faith  Popcorn  and  the 
visit  to  the  car  dealership,  what  it  is  like  to  be... INVISIBLE.  That's 
the  word  I  kept  hearing.  "It's  not,  'How  do  we  serve  women  more 
effectively,'  Tom.  It's  all  about  'women  are  invisible.'" 

Don't  get  it. 

Can't  get  it. 

Opportunity  No.  1.  ■ 
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Visit  the  Internet  sites  of  the  following  companies  whose 
advertisements  appear  in  this  FORBES  ASAP. 


American  Airlines 

France  Telecom 

Roadway  Express,  inc. 

AAcess  via  the  Web 

www.francetelecom.com 

www.roadway.com 

www.americanair.com 

Georgia-Pacific  Papers 

Robertson  Stephens  &  Company 

Andersen  Consulting 

www.gp.com 

www.rsco.com 

www.ac.com 

Hewlett  Packard 

Royal  Insurance 

BDM  International,  Inc. 

www.hp.com 

www.royal-usa.com 

www.bdm.com 

Iomega 

SAP  America,  Inc. 

Cadence  Design  Systems,  inc. 

www.iomega.com 

www.sap.com 

www.cadence.com 

Microsoft  Site  Builder 

Source,  inc. 

Charles  Schwab  &  Co.,  Inc. 

www.microsoft.com/sitebuilder/ 

www.source.com 

www.schwab.com 

webadvantage/ 

Tandy  Corporation 

Compuware  Corporation 

Minolta  Peripheral  Products 

www.tandy.com 

www.compuware.com 

www.Minoltaprinters.com 

TCG  -  Teleport  Communications  Group 

Connext 

NORTEL  Enterprise  Networks 

www.tcg.com 

www.connext.com 

Northern  Telecom 

TSMC 

www.tsmc.com.tw 

E*TRAOE  Securities,  Inc. 

www.nortel.com/ networks 

www.etrade.com 
EXABYTE  CORPORATION 

PeopleSoft 

www.peoplesoft.com 

Vision  Solutions 

www.visionsolutions.com 

www.exabyte.com 

QAD  inc. 

Federal  Express 

www.qad.com 

www.fedex.com 

Ricoh  Corporation 

www.ricoh.com 

THE.     PETERS  PRINCIPLES 


OPPORTUNITY  KNOCKS 

PHERS 


The  market  research  is  clear: 
Women  are  the  next  great  business  opportunity 
-don't  miss  it! 


WHAT  IS  Business  Opportunity  No.  1?  In  financial 
services?  Health  care?  Autos?  High  tech?  Leisure, 
sports,  and  entertainment? 
In  a  single  word...  WOMEN. 
In  1970  about  1%  of  all  business  travelers  were 
women.  Today?  Make  that  roughly  50%.  Juergen  Bartels  gets  it. 
Under  his  direction,  the  Westin  hotel  chain  is  on  a  roll... and  las- 
soing major  awards.  A  (very)  big  reason:  catering  to  business- 
women as  road  warriors.  It's  amenities  such  as  irons  (thank  God, 
say  I!)  and  full-length  mirrors.  And... attitude.  Let  the 
woman  taste  the  wine.  And  don't  always  give  the  oldest 
guy  the  check.  (He  probably  works  for  her!) 

By  and  large,  Saturn's  remarkable  success  is  due 
to  the  exact  same  thing.  Trend-spotting  guru  Faith 
Popcorn  recalls  going  into 
a  high-end  auto  dealership, 
nosing  around,  conspicu- 
ously eyeing  the  price  stick- 
ers...and  being  completely 
ignored  for  30  minutes  (at 
which  point  she  left).  An 

anomaly?  Hardly.  Another  woman  exec,  who  probably  outearns 
her  husband  3-to-I,  says  her  experience  was  about  the  same... or 
worse.  Into  the  dealership  she  went  with  her  spouse  and  "in  20 
minutes  the  [salesMAN]  never  paid  me  the  slightest  attention, 
until  near  the  end  when  he  turned  toward  me  with  a  sweet  lit- 
tle smile  to  explain  a  feature  that  would  help  when  I  'lost  my 
key.'"  P.S.:  The  GUY  blew  the  sale.  (Hint  to  guys:  Since  I've  tuned 
into  all  this  I've  heard  the  exact  same  story  20,  if  not  50,  times 
...relative  to  cars,  home  loans,  construction  jobs,  software,  etc., 
etc.)  Overall:  Women  make  or  significantly  influence  about  80% 
of  car  sales.  Car  salesWOMEN:  8%.  Talk  about  dumb! 

During  Bob  Waterman's  and  my  research  in  1980  for  In  Search 
of  Excellence,  we  stumbled  over...  CUSTOMERS.  The  talk  those 
days  was  strategy,  strategy,  strategy...  marketing,  marketing,  mar- 
keting. And  the  POC  (plain  old  customer)  had  gotten  lost  in  the 
shuttle.  The  insight  hit  us  between  the  eyes  like  a  shot  from  a 
.30-06  sniper's  rifle.  And,  perhaps,  even  made  a  little  bit  of 
difference  in  the  world  at  large.  (Today  "we"  take  customer- 
centric  business  behavior  almost  for  granted.  And  dozens  of 
business  best-sellers— e.g..  Raving  Fans,  The  Loyalty  Effect — have 
been  written  on  the  topic.) 

Truth  is,  I've  worked  like  hell  in  the  intervening  17  years, 
but  have  not  had  another  "eureka"... until  now.  My  discovery? 
WOMEN-AS-PREMIER-BUSINESS-OPPORTUNITY-FOR- 


ANYONE-AND-EVERYONE. 

No  kidding.  This  is  the  Big  Enchilada! 
The  market  research  is  clear:  Women  make  or  greatly  influ- 
ence most  purchasing  decisions.  Homes  (about  95%,  a  friend 
at  Prudential  Real  Estate  Affiliates  tells  me).  Medical  care.  Cars. 
Vacations.  And  hammers  and  nails  in  the  huge  DIY  (do-it- 
yourself)  industry:  One  (rare)  female  DIY-chain  exec  remarked 
to  me  about  her  male  colleagues'  amazement  that  60%  of  their 
customers  were  women. 

As  Willie  Sutton  would  have  it,  women  are  where 
the  real  bucks  are.  Now  close  to  8  million  women 
own  enterprises  in  America,  up  from  about  400,000 
in  1970.  They  employ  about  18.5  million  of  us... 
40%  more  than  old  Forbes  500  industrials.  About 

22%  of  working  wives  out- 
earn  their  hubbies,  and 
women  constitute  about 
half  the  population  of  those 
with  $500,000  or  more  in 
net  worth. 

To  sum  it  up  (I  use  this 
as  a  slide  in  my  seminar  presentations. ..and  love  the  OWM — 
old  white  male — reaction): 

•  Women  are  smarter  than  men. 

•  Women  are  better  managers  than  men. 

•  Women  are  different  from  men. 

•  Women  buy  more/buy  for  different  reasons  than  men. 

Let's  take  the  first  point  first: 
Smarter.  Women  not  only  edge  us  guys  out  in  the  IQ  race,  but 
they  are  bagging  the  degrees:  59%  of  associate  degrees,  55% 
of  bachelor's,  53%  of  master's,  and  40%  of  Ph.D.'s.  Again,  con- 
trasts over  time  are  truly  stunning:  Women  took  home  10%  of 
accounting  degrees  in  1970;  now  they  claim  55%  of  accounting 
bachelor's  degrees  and  more  than  three-quarters  of  accounting 
associate  degrees. 

Better  managers.  No,  the  evidence  isn't  decisive.  YET.  But  it  is 
accumulating:  In  December  1996  HR  Magazine  reported  the 
results  of  a  two-year  study  of  941  managers  (672  men,  269 
women)  by  Lawrence  A.  Pfaff  and  Associates.  Women  outscored 
men  (with  statistical  significance)  in  15  out  of  20  categories 
examined,  including  the  hard  categories  such  as  "planning,"  "goal 
setting,"  and  "decisiveness."  Men,  Pfaff  adds,  were  not  ranked  sig- 
nificantly higher  by  any  of  the  raters  (subordinates,  bosses;  males 
or  females)  in  any  of  these  areas. 

Makes  you  think.  ►130 
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IBM  Personal  Computing  Solutions 


For  most  companies, 
technology  is  no 
longer  a  cost.  It's  an 
investment.  A  way  to  get  leaner 
and  tougher,  and  squeeze 
more  business  benefits  out  of 
finite  resources. 
Well,  at  IBM,  we  have  a  history  of 
caring  not  only  about  better 
technology,  but  about  better 
ways  of  doing  business.  So 
rather  than  just  focus  on  hot 
specs  (which  we  have  plenty  of), 
we'd  also  like  to  talk  about 
how  you  can  optimize  your 
personal  computing  assets. 

"Don't  just  show 
me  computers. 
Show  me  ideas." 

What  if  a  computer  company  could 
tackle  IT  managers'  biggest 
problems:  spiraling  costs,  risk, 
threats  to  control,  even  obso- 
lescence? What  if  a  computer 
company  was  as  eager  to  give 
you  a  competitive  advantage 
as  it  was  to  build  better 
technology?  What  if  that 
company  was  IBM? 

Intr  '  IBM  SystemCare. 
SystemCare  is  a  poitfolio  of 
technolog-y,  services  and 
financing,  delivered  exclusively 
through  IBM  Business  Partners, 
which  addresses  IT  manage- 
ment problems  at  the  root  level. 


"I've  got  better  things 
to  do  than  chase  after 
our  PCs  and  servers." 

The  more  youre  distracted  by  busy- 
work,  the  less  time  you  have  to 
effect  real  change.  That's  why 
a  key  part  of  SystemCare  is 
technology  provided  to  help 
you  manage  your  network. 

We  deliver  the  leading  tools  for 
PC  management:  IBM  PC 
Server  with  ServerGuide, 
which  helps  you  easily  install 
servers  into  most  network 
environments;  and  NetFinity, 
for  management  and  control. 

We  led  the  industry  with  Wake  on 
LAN  and  we've  moved  ahead 
once  again  with  LANClient 
Control  Manager  and  Intel's 
lANDesk®  Client  Manager. 

In  addition  to  providing  the 
power  of  Intel  processors, 
our  Advanced  Manageability 
Alliance  with  Intel  means  we 
are  working  on  new  ways  to 
manage  networks  remotely 
in  the  future,  too. 

"But  there's  more  to 
technology  management 
than  technology." 

Networked  computing  is  a  critical 
part  of  doing  business  today. 
That's  why  IBM  and  our 
Business  Partners  provide  a 
complete  range  of  services,' 
from  tech  support  around 


the  clock  to  disaster  reco 
assistance. 
We  can  also  support  you  v 
our  LAN  monitoring 
management  services,  so 
can  off-load  some  of 
headaches  onto  us. 

"What  am  I,  psychic) 
How  can  1  ever 
predict  PC  costs? 

SystemCare  gives  you  finan* 
and  leasing  options! 
help  you  get  netv 
costs  under  contn 
You  avoid  tying  up  esseni 
capital  so  you  can  pro^ 
management  with  firm 
projections. 
IBM  SystemCare  Technol 
Exchange-  also  allows 
to  update  IBM  PC  hard\| 
anytime  after  24  monj 
thereby  making  obsolesce 
effectively  an  obsolete  ido 


"OK,  you  got  me. 
I  want  to  know  mor  (] 


For  further  information,  \ 
www.us.pc.ibm.com  or 
1  800  lBM-7255,  ext.  4117 
your  closest  IBM  Busir 
Partner. 

You'll  see  that  efficient  netwoi 
personal  computing  isn  t 
about  technology  anymt 
it's  just  better  busines 


Planned  availalHlity  of  w-rvices  varies. -rinam-iri^  available  fmm  IHM  Cn-dii  (jirjioration  (o  qiialilii-d  (xnnniert  ial.  state  ami  loeal  pcmTniiieiil  eusloim-rs.  ;W>-nK>ntli 
U-rni  jvaiiable  an  lunKvart-;  20%  fv  liaiiye  fee  on  most  a.ssel.*.  Kate*^         un  en-dit.  lemi  aiul  <»[)li<>ns.  Oilier  ivslrielions  iiuiy  apply-  Subjnl  U>  elianp-  or  « illiiirdwal 
willioul  iioli(v.  1H:s  n-fen-nei-d  in  this  ad  slii|>  wilh  an  o[ieratingsysU-ni.  I»M,  BiisiiK^*  Partner.  SerM-rinikle.  NetHnily,  Wake  on  LAN.  PC  300.  'niiiikl\id.  Iru.HiSutioii. 
and  Solutions  for  a  small  planet  an-  lrd<l(-inarf;s  ol  International  Biisimws  Ma<  him-s  Ojrporatnm  in  lite  LniU-d  StaU'saiHl/or  other  rounlrie*.  Penimm  \1\|\.  ili.-  lni<-l 
Insiil.-  logo  and  L\M)i-sk  are  iradt-niarks  or  registen-d  tradenwHts  of  InUrl  (>)rporaljon  iii  the  LI.S.  and  other  cxnintries.  ©  1997  IBM  Corp.  \ll  rifihix  n^ened. 


Solutions  for  a  small  pla) 


IliM  I'C.lOiKnilh 
L4l\Clirnl  Conlrol 
Manager.  Iwlps  \tm  focus 
iiuire  on  your  business 
and  less  on  your  I'C.s. 


704,  u'ilh  NctFinily, 
helps  you  lo  easily 
manage  your  network 
PCs  from  your  desk. 


riunklhd  380  gives 
you  an  affordaUe  n  ay 
to  take  advantage  of 
the  industry's  leading 
techimlomes. 


with  Wake  on  L^i^\  let 
you  power  up  inidliple 
workstations  from  a 
single  location. 


Desigiu  il  and  tested 
total  solutions  with 
network,  sicmige 
and  nu'm(ir\  from 


Introducing 
IBM  SystemC  .are; 
a  whole  new 

approach 
to  networked 


personal 
^il  computing. 

IBM  IntclliStations.  _1_ 


pentiun 


ui  the 

now  can  1 
build  a  business 
and  a  network 
with  the 
same  tools?" 

solution 


UME  1S9  NUMBER  12 


Forbes 


154  Investment  Guide 


156  It's  my  job,  dear 

"Some  who  reach  65 
will  continue  to  require 
outside  income  ... 
others  will  not 
want  to 
retire." 


ON  THE  COVER 

156  Retiring  retirement 

Social  security,  pensions  and 
savings  aren't  enough  today. 
Better  get  a  second  career. 
By  Carolyn  T.  Geer 

154  THE  INVESTMENT 
GUIDE 

A  table  of  contents  appears 

on  pages  154-155.  Among 

the  features: 

170  Medical  savings 

accounts 

180  IRA  payouts 

186  Estate  planning 

238  Downtown  real  estate 

244  Inflation  hedges 

246  o-t-c  trading 

MANAGEMENT, 

STRATEGIES, 

TRENDS 

42  Wallet  wars 

Visa  and  MasterCard  fight  for 
turf  in  the  cashless  society. 
By  Matthew  Schifrin 

43  Sensormatic 

Foil  a  crime,  skip  a  heartbeat. 

By  John  R.  Hayes 

44  CBS,  the  sequel 

What's  Westinghouse  doing? 
By  Robert  La  Franco 

45  Godtown 

Saint  Patrick's  Cathedral 
genuflects  before  Niketown. 

By  Joshua  Levine 

46  Where's  the  gold? 

Just  west  of  Phoenix,  says 
Lee  Furlong.  Sound  familiar 

By  Zina  Moukheiber 


47  Happy,  costlier  trails 

The  nation's  parks  raise  fees. 

By  Tim  W.  Ferguson 

52  Gusher  in  the  court 

Unocal's  clean-gas  patent 
faces  a  Big  Oil  challenge. 

By  Tom  Mack 

62  The  licensing  game 

Dow  Jones  finally  succumbs. 

By  Bruce  Upbin 

64  Don't  call  me  a  robot! 

PRl  finds  "automated  deliv- 
ery systems"  an  easier  sell. 
By  Scott  Woolley 

66  Hawaiian  nightmare 

Populism  replaces  paternal- 
ism, killing  off  boom  times. 

By  Seth  Lubove 

81  A  no-£rills  tycoon 

Gary  Tharaldson  keeps  it 
simple — in  life  and  business. 

By  Michelle  Conlin 

109  Starting  Your 

Own  Business 

Warm,  fuzzy,  profitable 

Fat  Cat  builds  a  brand. 

By  Ashlea  Ebeling 

INTERNATIONAL 

54  Read  all  about  it .  . . 

The  Financial  Times  bets  on 
Americans  and  snob  appeal. 

By  Richard  C.  Morals 

CHARTICLE 

142  Freedom  pays 

Unchain  economic  policy, 
see  per  capita  GDP  grow. 

By  Peter  Brimelow 


66  Pretty  beaches,  lousy  economy? 

"I  regret  that  we  haven't  found  the  bottom." 


COVER  PHOTOGRAPH  BY  CHRIS  CASABURI 
Forbes  ■  June  16,  1997 


LAW  &  ISSUES 

48  "Holy  wars" 

Car  insurers  vs.  the  lawyers. 

By  Brigid  McMenamin 

84  Phi  Beta  cyber 

Get  your  degree  by  E-mail. 
By  Lisa  Gubernick 
and  Ashlea  Ebeling 

144  The  miracle,  revisited 

In  remembering  the  Marshall 
Plan,  don't  forget  Erhard. 
By  Stephan  Herrera 

TECHNOLOGY 

114  Bill  Gates,  mediaman 

He  wants  your  eyeballs,  too. 
By  Damon  Darlin 

DEPARTMENTS 

14  Side  Lines 

16  Follow-Through 

20  On  My  Mind 

24  Readers  Say 

27  Fact  and  Comment 

32  Other  Comments 

37  Commentary 

39  Transparent  Eyeball 

40  Forbes  Index 

293  Flashbacks 

294  Thoughts 

8  Editorial  Index 

LIVING 

282  Testing  DVD 

Great  TV  at  a  steep  price. 

By  Robert  La  Franco 

284  Gita  Mehta 

The  next  century  for  India. 

By  Shailaja  Neelakantan 

286  Cliche  for  the  times 

The  old  "level  playing  field.'' 
By  Dan  Seligman 

287  Time  to  get  with  it 

Watches  that  say  something. 

By  Ben  Pappas 

288  Eternity  is  delusional 

Modern  art  that  falls  apart. 

By  Doris  Athineos 

COLUMNISTS 

72  Observations 

Thomas  Sowell 

94  Financial  Strategy 

A.  Gary  Shilling 

122  Cybermall  Rats 

Joseph  R.  Garber 

124  Junk  Patents 

Peter  Huber 


Forbes  ■  June  16,  1997 


MONEY  & 
INVESTMENTS 

267  The  Forbes/Barra 
Wall  Street  Review 

268  Foreign  Estimates 

270  Streetwallcer 

Coca-Cola  Enterprises; 
Simula,  Inc.;  LodgeNet 
Entertainment;  inflation- 
indexed  municipal  bonds. 

INVESTMENT  COLUMNISTS 

273  Portfolio  Strategy 

Kenneth  L.  Fisher 

276  Stock  Trends 
Laszio  Birinyi  Jr. 

277  Market  Trends 
Martin  Sosnoff 

280  Business  Strategy 
John  Rutledge 

281  Wall  Street  Irregular 

Mark  Hulbert 


FORBES  is  available  on-line  at: 
www.forbes.com 
Our  postal  address  is: 
Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


81  Bed  check 

"Everybody  likes  to 
stay  in  f resin  and 
new  products." 


282  Rewiring  for  DVD 


A  Delta  Air  Line;^ 


I — ON  TOP  OF  THE  WORLD 


Delta  now  has  the  power  to 
save  your  proposals,  your  pie  charts, 
and  your  presentations. 
In  other  words,  your  butt. 


Thanks  to  laptop  battery- 
saving  Em  Power™  systems* 
designed  to  tielp  you  stay 
plugged  in.  Just  one  of  the 
many  enhancements  on 
Delta's  new  Transatlantic 
Business  Class.  All  of  which 
are  accompanied  by  a  staff 
whose  sole  objective  is  to 
ensure  you  arrive 
fully  charged. 


SINOUNCING  EmPoWer'"  SYSTEMS  ON  DELTA'S  ENHANCED  BUSINESS  CLASS. 


'EmPower'"  is  unavailable  on  L-1011's. 


NO\#YOU  CAN  GO  FROM  LOST 
TO  FOIIND  AT  THE  SPEED  OF  LIGHT. 


Introducing  Seville  STS  with  OnStar. 
A  satellite/cellular  communications  system  so  advanced,  it  give 
you  power  no  BMW  or  Mercedes-Benz  can  match. 

You're  in  the  middle  of  no\A/iiere.  ..or  moybe  in  tine  middle  of  Monhatton.  And  you're  lot 
In  ordinary  cars,  you  have  to  start  looking  at  maps  or  asking  strangers  for  directior 
But  in  a  Seville  STS  with  the  OnStar  System,  you  just  press  a  single  button  on 
your  OnStar  cell  phone.  OnStar  is  a  powerful  new  way  for 

you  to  take  control  of  your  destiny.  It  utilizes  a  unique, 
interactive    automotive  communication 
system  connected  to  Global 
Positioning 


Satellite  technolog 
And  it  provides  you  and  yo 
'TS  with  speed-of-light  access  to  securi 
and  information  that  no  BMW,  Mercedes-Benz  or  LeXi 
even  offers.  §^  OnStar  works  by  using  a  voice-activated  hana 
free  cell  phone  linked  to  the  special  24-hour  OnStar  Center  There,  OnStar  advise 


.cadillac.com 


e  satellites  to  quickly  find  you  and  direct  you  to  your  destination.  If  yoi 
H  your  keys  inside  the  car,  OnStor  can  electronically  unlock 
?  driver's  door  for  you.  It  can  help  guide  you  to 
stau rants,  hotels  or  service  stations, 
■ick  your  STS  if  it's  ever 
lien.  And  send 


r  0  a  d  - 
side  assistance  at 
your  request.  OnStar's  sophisti- 
cated technology  can  even  detect  if  your 
Seville's  air  bags  have  deployed  and  can  send  help  if  you 
need  it.         So  now,  in  addition  to  all  the  power  and  handling  of  the 
Northstar  System,  the  1997  Seville  STS  gives  you  a  choice  that  has  never  existed 
_Y   ^     M\   before:  Enjoy  the  exhilarating  speed  and  convenience 

led  by  a  series  of  Global 

%ZVsTmTour%q^^^^^^^^  1    l^p^S  of  satellite  technology  at  your  fingertips.  Or  drive 

something  else... and  be  lost  without  it. 


iStar's  unique  electronic  circuitry 
'oice-activated  cell  phone  provide 
w  instantaneous  direct  link 


loan  adviser-stalled,  round-the-clock 
OnStar  Center  ready  to  assist  you  with 
directions,  information,  theft  detection/ 
tracking  and  emergency  sen/Ice. 


SEVILLE  STS 

THE  POWER  IS  YOURS 


SEVILLE  STARTS  AT  ^39,995* 

'AVAILABLE  TO  ORDER  $44,995  MSRP  FOR 
SEVILLE  STS  AS  SHOWN  EXCLUDES  DESTINATION 
CHARGE,  Tax,  license  and  optional  equipment  extra. 


[SS]  Always  wear  safety  belts,  even  with  air  bags.  '-'1997  CM  Corp.  All  rights  reserved.  Cadillac,  Seville.  Northstar,  OnStarj^ 
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OUR   Transportation    Needs  Have 


L  V  E  D 


AVE 


E  . 


►  A  chemical  company  needs  to  shut 
down  warehouses  without  shutting  out 
customers.  Con-Way  Transportation 
engineers  a  new  distribution  system  to 
keep  service  roUing.  A  manufacturer 
needs  to  deUver  one-ton  jet  engines  to 
buyers  around  the  world.  Emery  World- 
wide mobilizes  its  global  multi-modal 


capabilities  to  meet  the  challenge.  A 
computer  maker  needs  to  beat  the 
competition  to  market.  Menlo  Logistics 
devises  a  system  for  packaging  products 
en  route,  shortening  the  supply  chain. 
The  U.S.  Postal  Service  builds  a  $1.7  billion  network  to  move  its  Priority  Mail.  The  CNF  group  of  com- 
panies integrate  their  services  to  deliver.  That's  the  kind  of  thinking  you'll  get  when  you  work  with  the 
market  leaders  of  CNF.  We've  evolved  into  the  transportation  company  that  can  carry  you  into  the  next 
century  -  bringing  you  both  innovative  ideas  and  the  resources  to  put  them  in  motion. 


C/IF 

TRANSPORTATION 


Where  ideas  carry  weight 


Emery  Worldwide    *    Con-Way  Transportation   Services    *    Menlo  Logistics  http://www.cnf.com 


Cherries  in  winter, 
peaches  in  spring.  It's 
not  the  weather  that's 
changed,  it's  the 
pacl^aging. 


Every  day,  at  36,000  feet,  a  global 
exchange  of  sorts  takes  place.  j 
Millions  of  freshly  picked  items  crisscros 
the  globe,  many  of  them  gently  nestled 
packaging's  version  of  a  first-class  seat- 
a  carton  or  container  designed  by 
International  Paper. 
Chilean  grapes  land  in  Marseilles. 
California  melons  touch  down  in  Warsaw. 
Tuscan  tomatoes  arrive  in  Kyoto. 
What  helps  them  survive  the  trip? 
Package  design  that  anticipates  reality: 
temperature  swings,  humidity,  jostling, 
customs  delays,  curious  spiders  and  tht 
occasional  1 5-foot  plunge  from  a  cargo 
ship's  hoist. 

Packaging  also  has  to  be  specific. 
Frozen  chicken,  fresh  juice,  fine  china- 
each  poses  a  very  different  challenge. 
Last  year  alone,  our  engineers  designee 
over  44,000  distinct  kinds  of  packaging 
for  businesses  all  over  the  world.  And 
a  lab  where  we  mimic  the  rigors  of  glot 
travel,  our  packages  are  tested  until  the 
reveal  their  every  strength  and  weaknee 
We  do  it  for  our  customers,  and  for  all  ( 
you  who  crave  fresh,  unbruised  cherrie 
in  midwinter.  I 
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Investment  Guide  1997 

"Tkn  HCTl"  MUTUAL  FUNDS  FOR  1997!"  "How  Mary  and  Sam  made 
a  killing  in  real  estate."  "Six  ways  to  beat  the  market." 

You  won't  find  headlines  like  that  in  Forbf:s'  annual  investment 
guide.  The  trouble  with  any  list  of  hot  stocks  to  buy  now  is  that  its 
value  to  the  reader  is  almost  entirely 
a  function  of  luck.  If  the  stocks  do 
go  up,  the  magazine  will  be  certain 
to  let  you  know  about  it.  If  they 
don't — well,  next  year  Forbes  will 
have  another  list.  As  for  advice  about 
real  estate  and  market-beating, 
almost  all  of  it  is  too  general  to  be  of 
much  use. 

We  are  more  interested  in  invest- 
ment strategies  than  in  stock  tips.  If 
you  have  a  good  income  and  sub- 
stantial savings,  we  think  we  can  help 
you  manage  your  financial  affairs 
more  sensibly.  In  an  era  when  mar- 
ginal income  tax  rates  can  approach 
50%,  smart  tax  tactics  can  be  as 
important  as  picking  securities. 

Two  writers  who  have  done  much 
to  make  our  tax  coverage  as  sophis- 
ticated as  it  is  are  Laura  Saunders 
and  Carolyn  Geer.  Saunders  has 
written  half  a  dozen  cover  stories  on 
taxes.  Geer  wrote  the  definitive 
analysis  last  summer  on  how  wealth)' 
savers  should  handle  a  moratorium 
on  a  retirement  tax.  Both  writers  are 
well  represented  in  our  tenth  annual 
investment  guide,  which  begins  on 
page  154. 

No,  we  can't  deliver  you  a  bull 
market.  We  can,  however,  help  you 
minimize  your  losses  in  bear  markets 
and  maximize  your  profits  in  bull 
markets. 


Laura  Saunders 


Carolyn  Geer 


Executive  Editor 
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'7  admit  to  being 
a  perfectionist. 
I  feel  most 
comfortable  when 
my  environment  i 
is  perfectly  M 
maintained." 


Lynn  Krominga 

President  ). 
Licensing  Division 
Revlon 


At  Japan  Airlines, 
cleanliness 
isn't  just  part 
of  our  job. 


Your  Needs.  Your  Airline. 

jpan  Airlines  understands  that  your  comfort  depends  in  large  take-off  to  arrival.  We  even  make  sure  the  lavaton/  is  always 

art  on  the  cleanliness  of  your  surroundings.  After  all,  you  are  our  cleaned  before  you  use  it.  Perhaps  it's  this  attention  to  detail  that 

jest,  and  maintaining  a  clean  environment  for  our  guests  is  part  has  made  Japan  Airlines  the  airline  of  choice  for  Lynn  Krominga 

■  our  culture.  So  we  not  only  welcome  you  aboard  an  and  other  experienced  business  travelers  to  Asia  for  over 

imaculate  plane,  we  see  to  it  that  your  cabin  remains  so  from  40  years.  Call  1-800-JAL-FONE  for  more  information. 


IFLANTA  •  CHICAGO  •  HONOLULU  •  KONA  •  LOS  ANGELES  •  MEXICO  CITY  •  NEW  YORK  •  SAN  FRANCISCO  •  SAO  PAULO  •  VANCOUVER 

Japan  Airlines 

A    WORLD    OF  COMFORT. 
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Yow  papers,  please! 

Forbes  broke  the  s  iory  about  rich 
people  stashing  their  assets  offshore, 
then  dumping  their  U.S.  citizenship 
after  the  Bush  and  Clinton  adminis- 
trations pushed  up  income  tax  rates 
(Feb.  28,  1994). 

The  State  Department  claimed 
that  only  305  had  tied  in 
1993.  Later  it  said  oops, 
the  real  number  was  697. 
That  story 
touched  off  a 
furor  that 
has  yet  to 
subside. 
The  Ad- 
ministra- 
tion tried 
slapping  a 
35%  exit 
tax  on 
expats'  appre 
ciated  assets 
over  $600,000. 

When  Congress  nixed  the  Clinton 
exit  fee,  the  White  House  buried 
an  obscure  provision  in  the  Illegal 
Immigration  Reform  &:  Immigrant 
Responsibility  Act  of  1996, 
forbidding  tax  expats — with  war  crim- 
inals and  terrorists — to  visit  the  U.S. 

It  works  this  way:  If  you  give  up 
citizenship  and  have  income  over 
$100,000,  or  your  net  worth  tops 
$500,000,  then 
you're  presumed 
to  have  expatriat- 
ed to  escape  taxes. 

That's  tucked  in 
the  back  of  the 
Kassebaum- Ken- 
nedy Health  In- 
surance Portability 
&  Accountability 
Act  of  1996, 
along  with  anoth- 
er seemingly  innocent  provision.  It 
requires  the  Internal  Revenue  Service 
to  publish  quarterly  lists  of  the  names 
of  all  Americans  who  give  up  or  lose 
their  citizenship — tax-motivated  or 
not.  The  first  list  appeared  in  the 
Federal  Register  on  Jan.  30  with  90 
names.  The  second  came  Apr.  30 
with  another  239. 

Now  that  list  of  expats,  including 
those  presumed  to  be  tax-motivated, 
will  go  to  immigration  officials  and 
American  consulates  all  over  the 


world.  That  means  a  former  U.S.  cit- 
izen now  carrying  another  passport 
won't  be  able  to  get  into  the  U.S. 

-Brigid  McMenamin 


Major  league  backlash 

For  years  sports  team  owners  have 
been  getting  taxpayers  to  foot 
the  bill  for  new  or  renovated 
stadiums  by  threatening  to 
leave  for  another  city  (June  6, 
1994).  Owners,  take  note:  The 
politicians  are  on  your  case. 
On  Capitol  Hill,  two  bills  are 
in  the  works  to  curtail  taxpay- 
er-funded stadiums.  Senator 
Daniel  Patrick  Moynihan 
(D-N.Y. )  is  pushing  his 
Stop  Tax-Exempt  Arena 
Debt  Issuance  Act,  which 
would  halt  tax-exempt  subsi- 
dies for  professional  sports 
facilities.  Congressman  Earl 
Blumenauer  (D-Ore.)  has  introduced 
the  Give  Fans  A  Chance  Act,  which 
would  eliminate  sports  league  rules 
against  public  ownership  of  teams, 
giving  communities  leverage  to  retain 
them  by  buying  out  the  owners. 

The  nastiest  batdes  are  shaping  up 
in  Washington  State,  where  taxpayers 
turned  down  a  public  funding  pro- 
posal two  years  ago  for  a  $414  million 
stadium  for  the  Seattle  Mariners  base- 


Kingdome,  home  of  Mariners  and  Seahawks 
Will  taxpayers  pay  to  replace  it? 


ball  team.  The  state  legislature  and* 
the  King  County  Council  overrode  g 
that  public  vote.  Oral  arguments  were  ^ 
held  in  late  May  in  a  lawsuit  challeng- 
ing the  county's  action  on  constitu- 
tional grounds. 

Later  this  month  Washington  tax- 
payers will  vote  in  another  referen- 
dum— this  one  for  a  package  of  tax 
funds  and  exemptions  to  finance  a 
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For  years,  oil  companies 
have  veenwatching  ARCO. 
Now  if s  your  turn. 


WATCH  SElJ^-MADE  IN  CALIFORNIA 

The  Reformulation  of  ARCO 

4:30  pm  E         0  PST  June  8  on  CNBC* 


(  '  IS  nt'l  '.  sp,  iMhIe  for  iti  conUn!  nnr  does  the 
•  CNBC  or  C.MIC  business  News. 


$425  million  exhibition-center-cum- 
stadium  for  the  Seattle  Seahawks 
football  team. 

Microsoft  cofounder  Paul  Allen 
(net  worth,  $13.5  billion)  wants  to 
buy  the  team  but  says  he  won't  unless 
taxpayers  help  pay  for  the  stadium. 
Allen  is  bankrolling  the  vote,  which 
will  cost  $3  million  to  $4  million,  and 
is  pumping  another  $5  million  into 
persuading  voters  to  approve  the  sta- 
dium plan.  Los  Angeles,  currently 
without  a  pro  football  team,  may  go 
afi:er  the  Seahawks  if  the  pro-stadium 
vote  falls  short.  But  a  Seattle  activist 
group  called  Citizens  for  More 
Important  Things  doesn't  take  the 
threat  too  seriously.      -Ben  Pappas 

Making  waves 

Robert  Sillerman,  a  media  mogul 
wannabe  made  a  small  killing  flipping 
radio  stations  in  the  late  1970s  and 
the  1980s,  when  nobody  cared  much 
about  radio.  An  arrogant,  unabashed- 
ly flamboyant  New  Yorker,  he  had 
visions  of  building  an  empire  and  was 
snapping  up  assets  from  Phoenix  to 
Nashville  when  we  caught  up  with 
him  (July  22,  1991). 

From  that  small  killing,  Sillerman 
has  moved  on  to  bigger  things.  His 
company,  New  York-based  SFX 
Broadcasting,  is  now  the  seventh- 
largest  radio  concern  in  the  country, 
with  72  stations  in  20  markets, 
mostly  in  the  South.  Media  analyst 
Vinton  Vickers  of  Furman  Selz 
expects  the  firm's  broadcast  cash  flow 
to  leap  135%  this  year,  to  $117  mil- 
lion, on  sales  of  some  $300  million. 

Like  many  radio  outfits,  SFX  has 
flourished,  thanks  to  the  Fcc's  easing 
of  ownership  rules  over  the  last  sev- 
eral years.  But  radio  is  fast  becoming 
mature,  with  few  bargains  left.  To 
maintain  momentum,  Sillerman  is 
diversifying  into  entertainment  pro- 
motion. This  year  SFX  has  announced 
two  separate  deals  to  operate  or  pro- 
duce outdoor  concerts. 

Though  down  to  33K  from  a  high 
of  48  i4  in  October,  SFX  stock  is 
double  what  it  was  when  Sillerman 
took  the  company  public  in  Septem- 
ber 1993.  His  12%  stake  is  worth 
more  than  $39  million.  Sillerman  is 
49.  We  expect  you  will  hear  more 
from  him.         -CARRIE  SHOOK  Hi 
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The  world's  population  is  rapidly 
expanding.  People  gotta  eat.  In  fact, 
world  food  needs  are  rising  faster 
than  the  population,  and  agricultural 
producers  world-wide  are  challenged 
to  keep  up.  More  food  tomorrow 
means  more  fertilizers.  We  are  a  key 
part  of  that  equation. 

Freeport-McMoRan  Inc.  is  one 
of  the  world's  leading  integrated 
phosphate  fertilizer  producers.  As  the 
largest  and  one  of  the  lowest-cost 
producers  of  phosphate  fertilizers  in 
the  world,  Freeport-McMoRan's 
affiliate,  IMC-Agrico  Company, 
produces  approximately  35%  of  the 
phosphate  fertilizers  made  in  the 


World  Grain  Demand  Forecast 
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United  States,  which  represents  13% 
of  the  world's  production.  Phosphate 
fertilizer  is  a  commodity  with  global 
demand  and  its  market  price  has 
increased  significantly  over  the  last 
four  years. 

Our  annual  revenue  from  this 


business  has  more  than  doubled 
in  the  last  ten  years.  Through 
timely  acquisitions  and  increased 
efficiencies,  we  have  achieved  a  55% 
increase  in  production  levels.  Greater 
supply  to  meet  greater  demand. 

We  invite  you  to  learn  more 
about  Freeport-McMoRan  Inc. 
and  Freeport-McMoRan  Resource 
Partners  and  how  we  are  managing 
our  success. 


Freeport- 
McMoRan 

A  Natural  Leader® 


For  a  copy  of  our  annual  report  call  1-800-530-1994  or  write  Freeport-McMoRan  Investor  Relations,  Dept.  C-5,  P.O.  Box  61119,  New  Orleans,  LA  70161. 


WHAT'S  WORRYING  TOP  EXECUTIVES /EDITED  BY  KATARZYNA  WANDYCZ 


Image 

By  Scott  Bistayi 

How  do  you  project  leadership? 
Forbes  asked  nine  top 
executives  what  kind  of  image 
they  try  to  project  to 
their  staff  and  to  the  customers. 


Steven  Grasse 

President 

Gyro  Worldwide  Advertising 

We  say  we  know  our  Gen-X  target  audi- 
ence better  than  anyone  else,  so  I  need  to 
look  like  I  do.  I  shaved  my  head.  The 
impact  has  been  huge.  To  our  clients,  peo- 
ple like  RJR,  PepsiCo  and  Bausch  &  Lomb, 
I'm  the  biggest  freak  they  have  ever  seen. 
When  I  walk  in,  it's  that  kind  of  forbidden 
pleasure:  You  scare  me,  but  I  think  I'm 
going  to  enjoy  this  experience.  I  look  like 
(Charles  Manson  at  this  point.  I  wear  a  T 
shirt  that  says,  "Hello,  my  name  is  Satan." 
I'm  conveying  authority.  I'm  putting  my 
client  at  ease,  telling  them  I  know  what 
I'm  talking  about. 

*1f  I'm  on   

my  way  to 
Alabama,  I 
pull  my  hair 
back  and 
wear  a  pair 
of  glasses." 


William  Bratton 

President 

First  Security  Consulting 

Image  is  of  great  significance.  Some  leaders 
work  on  it,  while  for  some  it  is  natural.  If  you 
think  of  William  Buckley — that  disheveled, 
^^^^  Ivy  League  look — I  don't  think  it  is  anything 

Janet  Tweed,  he  works  at. 

chief  executive,  But  I've  worked  hard  on  my  style.  I  am 

Gilbert  Tweed  known  for  my  Hermes  ties  and  custom-made 

Associates  suits.  I  have  worked  on  staying  physically 

in  shape. 

When  I  was  New  York  City  Police 
Commissioner,  I  worked  on  my  public- 
speaking  style.  I  wanted  to  be  known  as 
direct  and  assertive,  as  being  comfortable  in 
front  of  die  cameras.  It  helps  me  as  a  leader, 
and  it  helps  the  organization  that  I  am 
speaking  for  and  representing. 


Bradley  Jacobs 

Chief  Executive  Officer 
United  Waste  Systems 

I  don't  think  that  how  one  dresses  is  terribly 
deep  or  important.  I  think  people  judge  you 
by  your  performance,  your  numbers.  Image 
takes  care  of  itself. 


Alexandra  Lebenthal 

President 
Lebenthal  &  Co. 

We  sell  municipal  bonds,  and  the  compa- 
ny was  founded  by  my  grandparents  in 
1925.  My  dad,  now  our  chairman,  has 
been  a  personality  on  Wall  Street  for  the 
last  30  years.  Obviously  I  am  always 
compared  to  my  father,  and  I  want  to  be 
seen  as  powerful,  strong  and  creative  in 
my  own  right. 

Wearing  a  suit  gives  me  a  very  strong 
feeling.  I  wear  bright  colors,  loud  jewelry, 
big  buttons,  younger  designers.  If  I  have  a 
speaking  or  business  event,  I  will  wear  a 
more  dynamic  outfit. 


20 


Forbes  ■  June  16,  1997 


How  do  12  million  people 
get  going  every  morning? 

Whether  it's  tea  in  England  or  coffee  in  the  U.S.  we're  probably  the  company  that  makes  it 
happen.  Because  we're  America's  largest  generator  of  low  cost  electricity  and  we're  expanding. 
So  from  Bristol  to  Biloxi,  our  customers  can  look  forward  to  a  bill  that's  easier  to  swallow. 


httpV/www.southernco.cdm 

1996  Southern  Company  - 


SOUTHERN 

COMPANY 

Energy  to  Serve  Your  Wortd^ 


"If  you  are 
overweight, 
forget  about 
moving  up. 
Your  obesity 
has  topped 
off  your 
career.  You 
will  go  no 
further." 


Paula  Rosput, 
president, 
Pan  Energy 
Power  Services 


Lillian  Vernon 

Chief  Executive  Officer 
Lillian  Vernon  Corp. 

I  just  hired  somebody  in  a  very  high  paying 
position  and  he  comes  to  work  in  frayed 
shirts,  and  it  irritates  the  hell  out  of  me.  It's 
not  corporate. 


Stephen  Russell 

Chief  Executive  Officer 

Celadon  Group 

(a  trucking  company) 

In  our  business,  the  CEO  cannot  be  aloof  and 
separate  and  apart.  If  you  talk  to  a  driver 
and  you're  dressed  in  an  Oxford  suit  with  a 
white  shirt  and  a  red  tie,  you  are  alien  to  this 
fellow.  You've  got  to  adapt  to  the  people  you're 
with.  If  you  "shoot  the  breeze"  with  them, 
you  get  honest  answers;  and  frankly,  I  learn  a 
hell  of  a  lot  more  about  what  is  going  on. 


Paula  Rosput 

President 

Pan  Energy  Power  Services 

If  you  are  overweight,  especially  if  you  are  a 
woman,  forget  about  moving  up.  You  may 
be  a  fabulous  professional,  but  your  obesity 
has  absolutely  topped  off  your  career.  You 
will  go  no  fiirther  unless  you're  prepared  to 
take  on  that  problem. 


Robin  Hacke 

Chief  Executive  Officer 

HK  Strategy  &  Finance  Ltd. 

(an  Israeli  high-tech  consulting  firm) 

When  you  get  to  a  certain  place  in  business, 
you  have  to  express  your  individuality. 
Whether  it's  in  leadership  or  in  cUent  rela- 
tionships, people  buy  you  personally,  not 
just  the  firm  you  are  representing.  Just  look 
at  the  ties  men  wear  in  investment  banks 
two  years  out  of  business  school,  and  then 
look  at  the  ties  the  managing  directors  wear. 
The  managing  directors  feel  a  bit  freer  to 
express  themselves. 


Janet  IVeed 

Chief  Executive  Officer 
Gilbert  Tweed  Associates 
(an  executive  search  firm) 

I'm  not  looking  to  be  anything  other  than  fit- 
ting in  when  I'm  selling.  In  New  York  I  could 
always  play  a  littie  bit  more  because  it's  a  free, 
fian  city.  I  have  long  red  nails  and  bleached- 
blonde  hair  that's  down  around  my  shoul- 
ders. I  wear  a  good,  sassy,  fairly  short  skirt. 

But  if  I  go  to  the  South  or  Midwest,  I'll 
wear  long  pants  and  a  darker  color,  and  I'll 
even  play  it  down  a  little  bit  more  in  Boston. 
If  I'm  on  my  way  to  Alabama,  I  puU  my  hair 
back,  wear  a  pair  of  glasses,  because  that's 
how  they  do  it.  •  WM 


What's  on  your  mind^ 

If  you  a,        usiness  executive,  whether  with  a  big  company  or  a  small  one, 

we'd  like  :  .  .-jiow  what's  bothering  you  these  days,  and  what  you  are  doing  about  it. 

Tell  us  about  it  at:  mind@forbes.com. 
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It  means: ''beat  the  pants 

off  your  competition'' 

in  14  different  languages. 


There's  a  competitive  advantage  staring  you  in  the 
face.  It's  called  UPS  Worldwide  Express  Plus" and  it's 
the  only  service  that  guarantees  delivery  to  150  cities 
throughout  Europe  by  8:30  a.m!  That's  hours  faster, 
to  more  cities,  than  any  other  delivery  company.  And 
by  choosing  UPS,  your  packages  are  fully  tracked  and 
cleared  through  customs  electronically  so  they  make  it 
to  your  customers' desks  first  thing  in  the  morning.  To 
clean  your  competition's  clock  all  across  Europe,  call 
1-800-PICK-UPS  or  visit  us  at  www.ups.com. 

MOVING  at  the  SPEED  of  BUSINESS! 


a.m.  delivery  on  the  second  business  day.  Call  UPS  for  details.  ©1997  United  Parcel  Service  of  America,  Inc. 


READERS  SAY 

readers@f  oi4i^4iQ!<*l' ^■■■'/k./. 

'Tirustbusters" 


the  alert.  Be  warned:  Phrases  such  as    Food  multiplication 


Sir:  The  education  lobby  has  a  throat 
hold  on  public  education,  and  they 
are  choking  our  children  to  death 
("Trustbusters," /^/w^  2).  I  don't 
believe  it's  good  for  society  that  only 
two  people  in  public  housing,  the 
President  and  Vice  President,  can 
afford  private  school.  Instead,  it 
should  be  open  to  more  people  and 
subject  to  the  rigors  of  a  free  and 
open  market. 
-Ned  James 
Virginia  Beach,  Va. 

Sir:  I  teach  at  a  low-income  area 
school  where  85%  of  the  school  pop- 
ulation is  Hispanic.  We  have  consis- 
tently raised  our  test  scores  using 
public  education — not  private  vouch- 
er— funding.  They  are  excelling 
because  they  are  being  educated  by 
outstanding  teachers  who  care  deeply 
about  their  students'  education.  No 
amount  of  money — public  or  pri- 
vate— can  buy  that. 
-Randie  Noell 
Torba  Linda, 
Calif. 

Sir:  I  am  in  the 
midst  of  a  contro- 
versy in  my  little 
town.  I  felt  forced 
to  remove  my  child 
from     his  public 
school  third  grade, 
where  he  just  started 
in  September  1996. 
All  of  our  politicians 
and     school  board 
members  should  be  on 


,  ["  "teacher  unions"  don't  frighten  us 

^.---^.iHidJ.- 3  -JoLYN  Washington -Walker 
Milford,  Conn. 


A  tnie  gentleman^ 

Sir:  Re  "What  did  the  sellers  know 
that  the  buyers  didn't?"  (May  5). 
Shame  on  you  guys.  The  article 
served  no  purpose  except  to  indulge 
in  a  half-baked  finger-pointing  exer- 
cise at  Tom  Brancati,  a  true  gentle- 
man whose  career  has  been  character- 
ized by  years  of  leadership  and  service 
in  both  public  and  private  sectors. 
-Holly  Sacks 
Thousand  Oaks,  Calif. 

Good  for  whom^ 

Sir:  Re  "Beware  of  billionaires  bear- 
ing gifts"  {Apr.  7).  No  single  individ- 
ual— indeed  almost  no  government — 
has  done  more  to  promote  free 
enterprise  and  democracy  in  Central 
Europe  than  George  Soros.  He  has 
done  so  out  of  his  own  pocket, 
through  his  foundations.  I  can  per- 
sonally testify  to  the  immense  good 
he  has  done. 
-Kati  Marton 
Chair 

Committee  to  Protect  Journalists 
New  York,  N.T. 

Marton' s  committee  received  $10,000 
from  Soros  in  1996.  -Ed. 


Paradise  lost 


Sir:    The    story  of 
Namibia  is  out,  and  it  is 
no  longer  my  secret 
paradise    ("Out  of 
Africa,"  May  19). 
Well-integrated,  hon- 
est citizens,  reason- 
able prices  and  an 
environmental  policy 
that  benefits  resident 
and  tourist  alike. 
Rent  a  car  or  rough 
it.   You  will  see 
things   that  will 
captivate  and  awe 
you. 

-Tony  Leisner 
Tarpon  Sprin£is,  Fla. 


Sir:  Re  "The  mighty  Teenie  Beenie 
Baby  multiplier  effect"  fTransparent 
Eyeball,  May  19).  When  I  was  sent 
out  on  the  streets  of  New  York  for 
that  elusive  prize,  I  passed  the  food 
out  to  homeless  beggars  standing 
nearby.  That  served  everybody's 
interests. 

-Bruce  Schneier 
Minneapolis,  Minn. 

Bureaucratic  arrogance 

Sir:  Re  "Rebellions  on  the  reserva- 
tions" (May  19).  I  couldji't 
believe  my  eyes  when 
I  read  Nancy  Jemi-  i 
son's  quote,  "Facto- ; 
ries  are  not  the 
answer.  They  are  cul- 
turally inappropri- 
ate." Does  she  realize 
that  she  is  a  self-parody  of 
every  arrogant  bureaucrat  who  ever 
lived.^  George  Orwell  would  have  a 
field  day! 

-Wari:)  L.  Reed  Jr. 
St.  Johnsbury,  Vt. 

Alta\^sta  reality 

Sir:  Re  "Solving  the  dec  puzzle" 
(May  5).  AltaVista  is  not  a  browser; 
it's  a  search  engine.  There's  a  huge 
difference,  and  the  impact  of  provid- 
ing the  leading  browser  is  quite  dif- 
ferent from  providing  a  leading 
search  engine. 
-Dave  Shaw 
San  Carlos,  Calif. 

You  can't  short  Toyota 

Sir:  Re  "Nowhere  to  go  but  down" 
(May  19).  It's  impossible  for  U.S. 
investors  to  execute  the  trade  that 
would  short  Toyota.  Here's  why: 
Toyota  Motor  is  traded  as  an  Ameri- 
can Depositary  Receipt  on  the  U.S. 
Nasdaq  Small  Cap  exchange  under 
symbol  toyoy.  TJiese  shares  are  not 
marginable.  Because  they  are  not 
marginable,  they  cannot  be  sold 
short.  I  talked  to  Merrill  Lynch  and 
some  of  the  other  big  players,  and  all 
reported  toyoy  cannot  be  sold  short; 
it  is  not  marginable. 
-Byron  F.  Blake 

Chicapfo,  III.  ■■ 
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Welcome  to  chapter  two. 


in 


itel 


m^^3li^  When  it  comes 

T^^!^^^     to  microprocessors, 
Intel  wrote  the  book. 
That's  why  our  new 
Pentium®  II  processor 
Pentium^n    offers  even  more 
power  than  the  Pentium®  Pro  processor 
and  all  the  benefits  of  Intel  MMX"" 


T}\e  new  Pentium'  11  processor.  Read  on. 


media  enhancement  technology. 

Its  sleek  new  package  incorporates 
IntcPs  Dual  Independent  Bus  architecture, 
which  uses  two  independent  buses  to 
dramatically  accelerate  the  flow  of  infor- 
mation for  a  boost  in  overall  performance. 

The  new  Intel  Pentium  II  processor 


Its  everything  you  need  for 
your  next  chapter  in  desktop  computing. 
To  find  out  more,  visit  our  Web  site. 


■  www.intel.com/Pentiumn 


Intel. 

The  Computer  Liside.' 


I'W7  Inicl  Corporalinn  tAscompatcd  lo  Pcnrium*  proccisor-bii'icd  systems  wilhmit  DujI  fndcpcridL-nt  Bus  archilcclure  as  mcasiin-il  by  (lie  SYSin.irk'  for  Windows  NT*  PerfonnaiKi:  Compjrison  (no  MMX'"  ie:hnology  codci  'All  olher  trademarks  are  the  properly  of  Ihcir  respective  owner. 


GloLal  Private  Banlcing 


rdinary  service  meets 

client  needs.  Exceptional 
service  anticipates  them. 


Headquarters  of  Rcpul>lic 
National  Hank  of  New  York 
(Suisse)  S.A.  in  Geneva. 


At  Reputlic  we  not  only  respond  to 
client  orders,  we  aim  to  anticipate 
client  needs.  We  do  tkis  Ly  Luilding 
long-term  relationships  and 
gaining  clear  insigkt  into 
client  goals.  Our  advanced 
operating  systems,  too,  are  geared  to 
tliis  forward-looking  approach. 
Personal  service  and  Kigh  tecKnology  - 
tke  unique  combination  tKat  makes 
Republic  a  truly  one-of-a-kind  bank. 


World  Headquarters  of 
Repuhlic  Nation  al  Bank  of 
New  York  in  New  York. 


Republic  National  Bank  of  New  York " 

Strength.  Security.  Service. 

Mew  YorU  •  Geneva  •  London  ■  Beijing  •  Beirut  •  Beverly  Hills  •  Buenos  Aires  •  Cayman  Islands  •  CopenKagen  •  Encino  •  Gibraltar 
Guerii3<.y  '  Hon|g  Kon^  ♦  Jakarta  •  Los  Angeles  •  Lugano  •  Luxembourg  •  Manila  •  Mexico  City  •  Miami  •  Milan  •  Monte  Carlo  •  Montevideo 
Montreal  •  Mo^;t■<.w  •  Nassau  •  Paris  •  Punta  del  Este  •  Rio  de  Janeiro  •  Santiago  •  Sao  Patdo  •  Singapore  •  Sydney  •  Taipei  •  Tokyo  •  Toronto  •  Zuricli 


Reputlic  National  Bank  of  New  York,  199 


"With  all  thy  getting  get  understanding" 

Fact  and  Comment 


By  Steve  Forbes,  Editor-in-Chief 


COMMON  SENSE 

Now  IS  THE  TIME  to  overhaul  the  Census  before  the  count 
for  2000  begins.  The  process  can  be  made  postcard-simple. 

A  critical  reason  Americans  are  loath  to  fill  out  census 
questionnaires  is  that  they  are  unjustifiably  lengthy  and 
intrusive,  with  pages  of  personal  and  occupation-oriented 
questions.  The  Constitution  requires  only  a  count  of  how 
many  of  us  there  are  and  where  we  live.  It  does  not  require 
the  Feds  to  collect  reams  of  data  for  social  scientists  and 
corporate  marketers.  It's  appalling  that  we  must  provide  all 
this  information  under  penalty  of  law.  The  private  sector 
has  the  wherewithal  and  know-how  to  get  its  own  market- 
ing data.  Talk  about  corporate  welfare!  A  postcard  approach 
would  save  billions  of  dollars  and  lots  of  aggravation. 

Another  simplifying  reform:  Do  away  with  racial  and 
ethnic  classifications.  We  are  all  Americans.  Most  of  us 
come  from  diverse  ethnic  backgrounds  and  are  intermin- 
gling more  and  more.  Tiger  Woods  is  the  most  notable 


FOR  THE  CENSUS 

public  example,  with  a  mix  of  Thai,  Chinese,  African- 
American,  American  Indian  and  Caucasian  blood. 

Quota-obsessed  bureaucrats  will  howl  at  this  acknowl- 
edgment of  how  truly  diverse  the  American  melting  pot 
is.  So  what.^  We  have  traditionally  judged  people  as  indi- 
viduals, not  as  members  of  groups.  This  whole  pigeon- 
holing rigmarole  is  silly  and  destructive. 

One  change  should  not  be  made:  Sampling,  a  computer- 
ized method  that  adjusts  population  counts  for  the  fact  that 
not  every  individual  is  counted.  This  is  an  open  invitation 
to  political  pushing  and  pulling  and,  ultimately,  corruption. 
Population  counts  determine  congressional  seats  and  bil- 
lions of  dollars  of  federal  aid.  The  Constitution  requires 
an  actual  enumeration — no  guesswork  or  sampling — of 
Americans  every  ten  years.  A  more  aggressive  approach  to 
counting,  such  as  Milwaukee  and  Indianapolis  employed 
in  1990,  will  do  away  with  most  of  the  undercount. 


BUREAUCRATIC  ROBBERY 


Washington  State  farmer  Jim  Baum  is  a  living  exam- 
ple of  why  the  courts  must  once  again  take  seriously  the 
takings  clause  of  the  Constitution:  If  the  state  or  federal 
government  appropriates  your  property  for  a  public  pur- 
pose, it  should  justly  compensate  you  for  your  loss. 

Baum  paid  $134,000  for  a  farm  in  1988.  Two  years 
later,  unbeknownst  to  him,  the  county  decreed  his  farm 
a  wetland,  thereby  destroying  its  value.  Bureaucrats 
didn't  even  bother  to  inform  Baum  of  the  change.  He 
continued  to  pay  property  taxes  reflecting  the  old  value, 
not  a  new  assessment  based  on  the  restrictions.  When  he 
went  to  sell  the  land  in  199 1,  Baum  learned  of  the 
change  and  asked  for  a  reduction  in  the  property  taxes. 

APOCALYPSE 

Facts,  Not  Fear — by  Michael  Sanera  and  Jane 
S.  Shaw  (Regnery  Publishing,  Inc.,  $14.95). 
Environmental  education  is  now  part  of  most 
school  curricula.  Alas,  some  textbooks  give,  in 
some  instances,  an  overly  pessimistic  view  of 
what  problems  confront  us — or  may  confront 
us.  Sometimes,  this  balanced  book  suggests,  the 
purpose  is  to  justify  more  government  regula- 
tion and  control  over  our  lives.  Science  takes  a 
backseat  to  politics.  This  guide  is  a  straightfor- 


It  took  18  months  for  him  to  get  a  hearing. 

Behind  on  his  mortgage,  Baum  is  about  to  lose  his  prop- 
erty to  foreclosure.  Remember,  when  the  farmer  bought  this 
land,  there  were  no  limitations  on  how  it  could  be  used. 

Politicians  have  learned  that  in  lieu  of  formally  seizing 
someone's  land,  they  can  often  achieve  the  "greater  public 
good"  by  slapping  on  restrictive  regulations.  The  Supreme 
Court  has  been  graduaUy  recognizing  that  some  regulations 
reducing  the  value  of  a  person's  property  are  a  form  of  tak- 
ings. If  the  Justices  remain  hesitant  to  recognize  flilly  tiiese 
new  forms  of  takings.  Congress  should  pass  legislation 
giving  damaged  property  owners  compensation.  The  costs 
of  the  public  good  should  be  borne  by  the  public. 

NOT  NOW 

ward,  fact-filled,  kid-fiiendly,  scientifically  based 
antidote  to  unbalanced  presentations.  It  tells  us 
where  there  are  problems  and  challenges  but 
courageously  avoids  scaremongering.  Any  house 
with  school-age  children  should  have  this  book. 

Numerous  subjects  are  succinctly  covered; 
numerous  myths  are  credibly  demolished.  Are  we 
running  out  of  trees?  We  have  more  trees  today  in 
America  than  we  did  in  1920.  Global  warming.^ 
Hot  air.  Temperatures  have  gone  up  on  average 
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1°  Falirenheit  in  the  last  century,  but  most  of  that  increase 
came  before  greenhouse  gases  were  put  into  the  atmos- 
phere. "Apocalyptic  claims  such  as  a  2  5 -foot  rise  in  sea  levels 
are  no  longer  taken  seriously  by  anyone  except,  perhaps, 
textbook  writers."  In  fact,  there  was  a  significant  decline  in 
temperatures  between  1938  and  1970.  The  book  quotes 
one  scientist — now  predicting  severe  global  warming — ^who 
20  years  ago  was  warning  of  the  possibility  of  a  new  Ice  Age. 

Will  automobiles  choke  us  with  pollution?  This  much 
maligned  miracle  actually  saved  cities  from  being  buried 
under  horse  manure.  Old  cars  are  the  problem — less  than 
10%  of  our  autos  cause  more  than  50%  of  the  pollution. 


Dirty  air?  It  is  significantly  cleaner  than  it  was  20  years 
ago.  Levels  of  lead  are  down  over  90%.  Is  the  ozone  dis- 
appearing? Again,  no.  "Our  children  are  rarely,  if  ever, 
told  that  this  thinning  of  the  ozone  layer  over  Antarctica 
is  temporary — a  short  period  of  time  each  year — or  that 
it  probably  reflects  conditions  unique  to  the  South  Pole." 

Will  the  earth's  growing  population  lead  to  famine  and 
pestilence?  Food  production  is  outpacing  population 
growth,  and  longevity  is  increasing  impressively.  Elephant 
extinction?  Bureaucratic  bungling  and  misbegotten  gov- 
ernment policies  have  produced  a  disaster  in  Kenya,  but 
thankfiilly  pachyderms  are  thriving  elsewhere  in  Africa. 


THE  LOST  WORLD 

The  book  by  Michael  Crichton  (Ballantine  Books,  theory,  human  nature — and  dinosaurs.  And  you'll  get 
$7.99)  is  infinitely  more  entertaining  and  educational  more  bang  for  your  buck  here  than  from  the  Hollywood 
than  the  movie.  You'll  learn  a  lot  about  extinction,  chaos  "adaptation." 


GREAT  GOOD,  QUIETLY 

Without  fanfare  or  press  releases.  Inter- 
national Paper  last  summer  quiedy  offered 
lumber  and  other  wood-based  building 
materials  to  help  rebuild  every  African- 
American  church  that  had  been  burned  by 
arsonists.  Many  of  the  churches'  congrega- 
tions were  too  poor  to  raise  the  flinds 
needed  to  reconstruct  their  houses  of  wor- 
ship. IP  is  providing  up  to  100%  of  the 
materials  and  absorbing  the  costs  of  deliv- 
ering them,  even  to  remote  areas.  Several 
dozen  churches  will  ultimately  be  helped. 


IP's  John  Dillon:  Community- 
minded  corporate  chieftain. 


DONE 

Wrote  CEO  John  T.  DUlon  in  a  memo 
to  employees:  "Beyond  the  instant  tragedy 
associated  with  this  wanton  destruction, 
these  events  strike  at  the  essence  of  what 
makes  small-town  communities  so  special. 
For  International  Paper,  small  towns  and 
small-town  values  long  have  been  an 
important  part  of  our  history." 

IP  received  no  publicity  until  a  free- 
lancer heard  about  the  donation  from  a 
Presbyterian  minister  and  wrote  about  it 
in  Delta  Air  Lines'  February  Sky  magazine. 


METALLIC  IRONY 

The  U.S.  Mint  is  selling  gold  coins  commemorating 
Franklin  D.  Roosevelt.  Part  of  the  proceeds  will  support 
the  new  FDR  memorial  in  Washington,  D.C.  Yes,  this  is 
the  same  Roosevelt  who  not  only  took  the  U.S.  off  the 
gold  standard  but  also  made  it  a  federal  crime — punish- 
able by  fines  and  time  in  prison — for  American  citizens 
to  own  gold  coins  and  bars.  FDR  mistakenly  thought 
gold  had  somehow  caused  the  Great  Depression.  Not 
until  1974  was  this  prohibition  finally  repealed. 

Franklin  Roosevelt  himself,  though,  changed  econom- 
ic theories  as  frequently  as  he  changed  shirts.  Wherever 
he  is,  he  must  be  getting  a  hearty  chuckle  over  the  Mint's 
new  offering. 

RESTAURANTS— GO, 


(;a(.;y 

ORTt  lY  OV  Goi.l). 


lUntry  —  or  our  wor 
Programs  like  Social  Secunty,  the 
Rural  Eiectnfrcation  Administration 
and  the  Tennessee  Valley  Authority 
are  still  improving  the  lives  of 
Americans  today.  And  his  dream  of  ai 
international  organization  dedicated  to  peace 
helped  lead  to  the  establishment  of  the 
United  Nations. 


STOP 


Here  is  the  distilled  wisdom  of  brothers  Bob,  Kip  and  Tim,  and  other  Forbes  eatery  experts  Jeff  Cunningham  and  Tom  Jones. 


•  Lespinasse — 2  East  55th  St.,  St.  Regis  Hotel  (Tel.: 
339-6719).  As  close  to  perfect  as  any  in  New  York.  The 
setting  is  opulent,  luxurious;  the  lighting,  both  discreet 
and  flattering.  Needs  are  anticipated,  with  not  a  beat 
missed.  And  the  food.  Ahhh!  The  spectrum  of  dehghtfiil 
taste  sensations  is  remarkable.  But  perfection  isn't  cheap; 
this  is  staggeringly,  eye-poppingly  expensive. 

Firebird— 365  West  46th  St.  (Tel.:  586-0244).  This 
is  one  of  the  most  beautifijl  restaurants  in  the  city,  full  of 
czarist  splendor.  But  someone  should  rescue  it.  Food  is 
lacking  in  flavor,  chewy  or  overcooked;  service  is  reminis- 


cent of  that  found  at  a  pancake  house.  There  is  no  finesse, 
no  understanding  of  food  or  of  the  luxurious  ambiance. 

•  Osteria  del  Circo— 120  West  55th  St.  (Tel.:  265- 
3636).  Mom  and  the  boys  have  worked  out  the  kinks. 
This  is  a  very  "in"  place.  Ask  for  the  special;  you  won't 
be  disappointed. 

•  Chin  Chin— 216  East  49th  St.  (Tel.:  888-4555). 
With  its  sleek  sophistication  and  excellent  food,  this  is  one 
of  the  best  Chinese  restaurants  in  town.  Everything  is 
dehcious — perfectiy  fresh  ingredients,  innovatively  pre- 
pared, beautifially  presented.  H 
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Booming  exports.  Rising  incomes.  A  market  approaching  one  billion  consumers.  No  wonder  many 
experts  expect  Asia's  economies  to  outperform  all  others  in  the  new  millennium.  With  offices  in 
Tokyo,  Hong  Kong,  Singapore  and  Sydney,  GT  Global  sees  firsthand  the  opportunities  created  by  Asia's 
rapid  growth.  Opportunities  reflected  in  a  variety  of  our  mutual  funds.  Like  our  GT  Global  New 
Pacific  Growth  Fund.  The  GT  Global  Japan  Growth  Fund.  And  globally-diversified  funds  such  as  the 
GT  Global  Emerging  Markets  Fund  and  GT  Global  Theme  Funds. 

To  open  the  door  to  opportunity  in  Asia,  ask  your  financial  adviser  about  GT  Global  Mutual 
Funds.  Or  call  us  at  1-800-824-1580. 


You  will  receive  a  prospectus  for  the  GT  Global  Funds  with  more  complete  information,  including  charges,  expenses  and  the  risks  associated  with  global  and  emerging 
market  investing,  including  political  and  currency  risk.  Read  the  Prospectus  carefully  before  investing.  GT  Global,  Inc.,  Dist.,  50  California  Street,  San  Francisco,  CA  941 1 1 .  ivif4 


LONDON       FRANKFURT       SINGAPORE       HONGKONG       TOKYO       SYDNEY       SAN    FRANCISCO       TORONTO       NEW  YORK 


GT  Global 


A  Member  of  Liechtenstein  Global  Trust 


A  WORLD  OF  OPPORTUNITY 


It^  a  Sunday  afternoon  drive  along  the  coast  to 
Carmel.   s      #fclitei;  24-yal¥e,V-&  eiigine  that's  such 


a  work  of  art  it's  been  framed  and  mounted.  It's  an 


8-way  adjustable  seat  that  fits  yours  perfectly  It's  beating 
a  teenager  at  anything.  It's  steering  wheel-mounted 
audio  controls  that  let  you  play  Beethoven's  entire  ' 


my  v^ith  one  hand.  It's  taking  the  time  to 


;.  It's  knowing  you  could  buy 


6t  njeeding  to.  It's  the  Acura  RL. 


Other  Comments 


Semantics 

Thk  "budght  deal"  was  in  the  news 
[recently],  as  if  anythmg  die  govern- 
ment ever  attaclicd  eitlier  word  to,  was. 
-National  Review 

Wet-Blanket  Bureaucracy 

Jim  Baum  [of  Maple  Valley,  Wash.]  is 
more  than  $10,000  behind  on  his 
mortgage  [and]  $180,000  in  debt.  Six 
years  ago  the  property  he  planned  to 
farm  was  declared  a  wetland  and  tlius 
off-limits  for  most  uses.  He  wants 
King  County  to  compensate  him  for 
the  lost  value  of  his  land  or  to  exempt 
him  from  die  laws  governing  wedands. 

Baum  faces  the  imminent  sale  of  liis 
farm.  He  refijses  to  sell  the  property 
himself"  because  it  wouldn't  clear  all  his 
debts.  He  has  clung  to  his  land  and  the 
words  of  die  U.S.  Constitution  and 
die  Bill  of  Rights,  which,  he  says,  guar- 
antees the  protection  of  individuals 
even  when  a  greater  good  is  at  stake. 

"1  don't  hate  government.  1  hate 
what  has  happened  to  me  at  the 
hands  of  government,"  he  says. 
-Lynne  K.  Varner,  Seattle  Times 

Basic  and  Essential 

Human  rights  movements  and  Writ- 
ing deal  with  arrest,  torture  and  murder 
of  those  who  try  to  exercise  dieir  polit- 
ical or  social  rights,  not  nearly  enough 
on  assaults  against  religious  human 
rights.  U.S.  politicians  and  diplomats 
tend  to  act  as  if  protest  against  Christian 


persecution- is  against  the  Constitution. 

All  human  rights  pay  the  price. 
Only  when  religious  freedom  is  under- 
stood to  be  as  critical  as  any  other  lib- 
erty will  a  nationwide  human  rights 
constituency  be  built  in  America. 
-A.M.  Rosenthal,  New  York  Times 

It  will  still  be  a  great  place  to 
make  money,  but  not  such  a 
great  place  to  live. 

-Hong  Kong  Businessman,  on 
the  June  30,  1997  reversion  of 
Hong  Kong  to  Chinese  rule, 
in  The  Economist 

Divine 

The  Reverend  Albert  Pennybacker, 
who  is  overseeing  the  church  recon- 
struction program  for  the  National 
Council  of  Churches,  says  124 
[Southern,  predominantly  black] 
churches  were  damaged  by  burnings 
[between  Thanksgiving  Day  1994 
and  early  1996]. 

The  National  Council  of  Churches 
originally  guessed  that  donated 
materials  from  International  Paper 
would  be  worth  $1  million,  but  now 
the  cost  to  International  Paper  could 
be  $2  million  or  more.  International 
Paper  does  not  seem  to  care  what  the 
contribution  will  cost.  "This  is  an 
open-ended  commitment,"  says  Carl 
GagUardi,  the  International  Paper 


executive  coordinating  the  program. 

Shirley  Hines  of  Greater  Mount 
Zion  Tabernacle  Church  in  Ports- 
mouth, Va.,  recalled  when  she,  her 
pastor  and  other  church  members 
waited  for  the  first  lumber  delivery. 
When  the  big  truck  pulled  up,  they 
laughed  and  shouted  and  cried  and 
danced  in  the  rain. 

"It  made  us  realize  that  God  is 
real,"  she  says,  "and  He  is  still  in  the 
blessing  business." 
-Timothy  Harper, 
Delta  Air  Lines'  Sky  magazine 

Hostess  With  the  Mostess 

The  important  thing  about  The 
Dip  is  its  consistency.  When  it  is  stiff 
enough  to  break  the  chips,  it  lasts 
longer,  because  soon  the  bowl  of 
solid  shards  discourages  people. 
-Peg  Bracken,  Pe^  Bracken's  Ap- 
pendix to  The  I  Hate  to  Cook  Book 

Down  to  Eartha  Approach 

Eartha  Kitt  [says]:  "I  am  of  mixed 
blood,  and  that  doesn't  bother  me.  I 
wouldn't  know  what  to  put  on  a 
census  form  if  I  was  asked  am  I 
African-American  or  something  else. 
But  I  do  know  what  I  am.  I  am  an 
American.  Isn't  that  what  the  gov- 
ernment should  really  know?" 

Take  a  look  at  what  the  Statue  of 
Liberty  says.  It  doesn't  mention 
color  or  race. 

-Steve  Dunleaw,  New  York  Post 

An  Affaire  to  Forget 

SECURiTi'  AT  the  American  embassy  in 
Moscow  had  to  be  strengthened  in 
April  after  a  naked  Russian  male  suc- 
cessfiiUy  made  Jiis  way  into  the  heavily 
policed  compound,  paiTook  of  the 
prodigious  liquor  cabinet  of  the 
charge  d'affaires,  and  then  refreshed 
himself  with  a  shower  in  the  residence. 
The  charge's  wife  discovered  the 
singing  Russian  in  her  bathroom.  "We 
don't  want  to  make  it  into  a  bigger 
thing  than  it  already  is,"  said  an  anony- 
mous American  diplomat.  "It's  not 
like  there  was  a  document  breach." 
-R.  Emmett  Tyrrell  Jr.,  editor- 
in-chief,  American  Spectator  H 
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As  a  btisihess  traveler,  wouldn't  it  be  great  if  the  airlirte  you  fly  most  often  '' . 
were  linked  to  other  major  aitliries  that  could  fly  you  anywhere  you  wanted 
to  go.  Smoothly,  EffoitlesslV/ Efficiently.  Wouldn't  it  be  great  if  you  had 
more  access  to  more  airport  lounges.  And  when  flying  on  any  of  these  major 
airlines,  you  could  earn  mileage  points  that  count  towards  higher  status  in  any 
of  their  frequeiit  flyer  progranis.  Wouldn't  it  be  great  if  you  could  enjoy 
the  same  high  standards  of  service  whenever  and  wherever  you  fly.  That's 
the  idea  behind  Star  Alliance,'*^'  a  network  of  United  Airlines,  Air  Canada, 
Luftjiansa,  SAS,  and  THAI.  A  fundamental  change  in  business  travel.  And 
these  benefits  are  just  the  beginning.  We  will  be  offering  even  more  in  the 
months  ahead.  We  know  you  have  choices  when  you  fly,  and  we're  making 
sure  Star  Alliance  is  always  your  best  choice.  After  all,  there's  no  better  way 
in  the  world  to  get  around  the  world. 


He  leads 

a  double  life 

At  work,  hes  tough.  At  home,  hes  nurturing.  But  when  it  come; 
to  protecting  his  family  and  their  financial  future,  he  leans 

His 


on  one  source. 


New  England  representative 


Everyone  leads  multiple  lives.  It's  nice  to  know  so  many  successful  people  have  been  coming  to  The  Ne 
England  for  exceptional  insurance  and  financial  advice  for  over  160  years.  And  in  this  complex  and  complicate 
world  we  live  in  today,  we  can  help  you  more  than  ever  because  we  advise  everyone  on  an  individual  basi 


For  a  complimentary  personalized  analysis  on:  providing  for  your  family's  financial  security,  protectin 
your  income  against  disability,  educatfbnal  funding,  or  retirement  planning,  simply  call  1-800-955-1079. 


The  New  England 

Planning  Your  Financial  Success 
a  metlife  apfill^te 


E-mail  US  at:  asktne@tne.com  or  visit  our  Web  site:  http://www.tne.com 
New  England  Life  Insurance  Co..  Boston.  IVIA.  Securities  products  offered  ttirough  New  England  Securities  Corp..  Boston,  MA. 


Commentary 

on  events  at  home  and  abroad 


By  Caspar  W.  Weinberger,  Chairman 


THE  CZECH  REPUBLIC?  MOVING 

When  we  visited  the  Czech  Republic  last  year,  Vaclav 
Klaus,  its  free-market  prime  minister,  had  just  lost  his 
parliamentary  majority,  but  survived  by  assembling  a 
rather  frail  three -party  coalition.  The  main  question  then 
was  whether  Klaus'  highly  successfial  economic  policies 
would  be  changed.  We  hoped  not. 

In  recent  weeks,  however,  a  currency  crisis  has  devel- 
oped, caused  by  speculators  and  fueled  by  a  growing  trade 
deficit  that  was  brought  on  by  an  increase  in  imports,  a 
characteristic  of  a  strong  and  growing  economy.  The  trade 
deficit  will  continue  to  be  a  problem  unless  it  is  corrected 
by  increased  exports  or  offset  by  foreign  investment. 

Devaluing  a  currency  to  encour- 
age exports  is  a  standard  remedy  in 
a  monetary  crisis.  Currency  specu- 
lators are  always  eager  to  force 
devaluation.  But  Klaus'  govern- 
ment has  to  date — May  27 — held 
out.  The  central  bank  recendy  used 
reserves  to  strengthen  the  Czech 
crown.  Now  it  is  floating  fireely. 
Devaluation,  as  a  policy,  exacts  a 
high  price  fi-om  a  country:  Workers 
suffer  major  cuts  in  income;  there 
is  great  danger  of  rising  inflation; 

economic  growth  slows  as  interest  rates  go  up;  and  foreign 
capital  retreats  to  the  sidelines  to  wait  for  stability. 

Prime  Minister  Klaus  has  been  right  to  fight  devalua- 
tion, but  his  shaky  coalition  may  force  his  hand — or  even 
force  him  from  office.  Already  three  cabinet  members 
have  resigned,  and  Vaclav  Havel — the  very  popular  Czech 
President  expected  to  be  reelected  by  the  Legislature — has 
counseled  resignation  of  the  entire  cabinet,  with  some 
vague  suggestion  of  a  government  of  "Experts."  This 
would  normally  be  one  of  the  worst  possible  scenarios. 

Devaluation  rarely  boosts  exports  for  very  long  because 
trading  partners  will  not  long  allow  the  devaluing  coun- 
try to  have  an  advantage.  Prior  to  the  currency  crisis, 
Klaus  had  announced  an  austerity/recovery  program  to 
reduce  the  trade  deficit,  cut  the  budget  5%,  cap  public 
sector  wages  and  privatize  remaining  state  holdings.  To 
encourage  a  reduction  in  imports,  a  20%  import  deposit 
was  imposed.  Some  stock  market  regulations  are  to  be 


Charles  Bridge,  Prague:  Romance  at  twilight. 


FORWARD  BY  FITS  AND  STARTS 

supervision  and  help  restore  investor  confidence,  which 
was  shaken  by  insider  trading  cases  and  worse. 

There  is  high  employment  in  Prague,  which  some  say 
causes  low  productivity.  Inflation,  at  8%,  is  far  below  that  of 
the  Republic's  neighbors.  The  GDP  had  been  growing  un- 
til recendy,  but  until  confidence  is  restored,  fijture  growth 
is  unpredictable.  Increases  in  productivity  are  essential. 

Privatization  of  Czech  banks  is  going  far  too  slowly.  In 
fact,  some  politicians  are  proposing  even  more  government 
controls,  but  this  should  be  fought.  The  Republic  has 
come  as  far  as  it  has  (which  is  a  long  way  indeed)  by  throw- 
ing off  Soviet  domination  and  following  iree-market  poli- 
cies. But  much  remains  to  be  done. 

The  Czech  Republic  is  eager  to 
join  NATO  but  is  most  unhappy 
with  Mr.  Clinton's  many  conces- 
sions to  Russia.  The  Czechs  cannot 
understand  why,  instead  of  being 
welcomed  into  NATO,  they  face 
even  more  delays  and  restrictions. 
The  Czechs  know  better  than  most 
that  Russia  cannot  be  appeased. 

The  Czech  Republic  is  planning, 
as  are  Htingary  and  Poland,  to  make 
a  major  purchase  of  advanced  fight- 
er aircraft:.  Representatives  of  McDonnell  Douglas,  Lock- 
heed Martin,  SAAB  and  Dassault  of  France  are  all  vying  for 
this  business.  Russia  would  like  to  continue  its  domination 
of  sales  to  these  former  Warsaw  Pact  countries,  but  there  is 
littie  chance  of  that.  We  were  shown — ^with  great  pride — 
the  room  where  the  Warsaw  Pact  was  officially  dissolved. 

Tourism  is  up,  reflectiiig  the  growing  affluence  of  the 
Republic's  neighbors,  as  well  as  Prague's  well-deserved  rep- 
utation for  its  beaut)'  and  ancient  grandeur.  The  Czech 
Republic,  despite  the  current  currency  crisis,  will  have  a 
bright  fijture  if  it  stays  with  Prime  Minister  Klaus'  free- 
market  policies  of  accelerating  privatization  and  remain- 
ing hospitable  to  foreign  investment.  The  Republic  must 
also  increase  productivity  and  continue  to  attack  crime. 

America  has  been  very  well  served  by  Ambassatior 
Jenonne  Walker,  an  experienced  professional  greatly  ad- 
mired in  the  Republic.  We  need  friends  such  as  the 
Czech  Republic  and  should  not  risk  losing  them  by  con- 


put  in  place,  with  an  SEC-type  commission  to  strengthen    tinued  attempts  to  appease  Russia. 
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Tke  advantages  of  a  Four  Seasons  Hotel  are  oLvious  even  in  tke  dark.  Tkere's  tke  sensation  of  skpping 
ketween  fine  cotton  skeets,  tkougktfully  Frenck-folded  for  dreamlike  comfort.  Tke  luxury  of  curkng  up  under 
our  goose-down  duvets.  Tke  Lack-sootking  firmness  of  our  mattresses,  eack  custom-made 
to  Four  Seasons  specifications.  Awakening  kours  later,  you'll  feel  as  if  you  kaven't  slept 
so  soundly  in  years.  So  we  apologize,  in  advance,  for  tke  promptness  of  our 
wake-up  call.  Tke  demands  of  business  demand  notking  less.  Telepkone  your        FOUR  SEASONS 
travel  counsellor  or  in  tke  U.S.,  1-800-332-3442.  Wek  site:  www.fourseasons.com  ^o^a^Me^ 

Defining  llie  art  of  lervice  cd  40  lioieL  in  IQ  counh-ies. 
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N05  really,  I  am  worldng 


BY  ROBERT  U  FRANCO 


Telecom- 
muting lets 
me  accompUsh 
f  more  than  I 
ever  do  at  the 
office— yet 
fHends  and 
colleagues  are 
convinced  I'm 
goofing  off. 


The  phone  rings.  It's  a  friend  calling  from  the 
Warner  Music  Group.  "Where  are  you.>"  he 
asks,  hearing  a  Michel  Caniilo  CD  playing  in  the 
background.  "I'm  working  at  home."  "Oh, 
yeah,  right.  Nice  life.  Wish  I  had  it." 

At  home  I  have  a  computer  equipped  with 
E-mail,  Internet  and  fax  connections,  all  the 
software  I  have  at  work,  a  telephone,  plenty  of 
pens  and  paper  and  a  satchel  of  folders.  Yet 
there's  this  hazard  of  telecommuting:  friends 
and  colleagues  convinced  you're  goofing  off 
when  in  fact  you  are  knocking  your  brains  out. 

Goofing  offi  I  left  my  home  number  on  the 
office  voice  mail.  Calls  poured  in  all  day.  I 
worked  straight  through  to  lunch — accom- 
plishing more  than  I  ever  do  at  the  office.  I 
whipped  up  a  spinach  dill  sauce  and  pasta  while 
still  taking  calls,  poured  a  glass  of  wine  and  ate 
lunch.  Then  I  went  back  to  the  phones,  field- 
ing calls  from  analysts,  executives,  publicists. 

At  7  p.m.  I  realized  I'd  forgotten  to  call  my 
sister  on  her  birthday.  I  got  her  on  the  first 
ring.  "Where  are  you.>"  she  asked,  hearing  Joe 
Jackson's  Jumpin'  Jive  playing  in  the  back- 
ground. "Shouldn't  you  be  working.^" 


Give  me  more  commercials 


When  watching  television,  most  people  go 
to  the  kitchen  during  commercial  breaks.  Not 
me.  I  emerge  the  instant  commercials  begin. 
Insipid   sitcoms,   mindless   talk  shows. 


Shows 
are  now 
commercials; 
commercials 
are  now  art. 


watered-down  news — dull,  dull,  dull.  But  com- 
mercials.>  Now  there's  good  entertainment. 
Nothing  pleases  me  more  on  the  tube  than  a 
Volkswagen  ad  that  features  two  guys  driving 
around  in  a  Golf  No  dialogue,  no  acrion.  Ugly 
scenery.  The  guys  are  bored.  Occasionally  one 
wipes  away  at  a  spot  on  his  dashboard.  The 
other  fidgets  with  a  penny-arcade  toy.  The  guy 


1 


in  the  passenger  seat  stares  blankly  out  the 
window.  It's  a  commercial  about  nothing.  The 
Golf:  "It  fits  your  life,  or  your  complete  lack 
thereof." 

  I  love  this  ad.  I  wonder  if  I'm  mad. 

If  I  am,  I  have  company.  All  my 
friends  love  the  vw  spot.  "I  laugh  out 
loud  every  time  I  see  it,"  says  one. 
We  don't  discuss  sitcoms — what's  to 
discuss?  We  talk  about  the  new  Gap 
ad  with  rapper  LL  Cool  J.  Splendid 
in  its  simplicity.  "G  that's  for  gettin'/ 
A  for  always/  P  that's  for  power  in 
the  people  that  praise."  We  delight  in 
the  fast-paced  dialogue  of  the  IBM 
Internet  Solutions  spots.  "Woman:  Tt 
won't  print.'  Man:  'Still  won't  print.'' 
Man  2:  'Still  won't  print.'''  Woman 
and  Man:  'It  won't  print.'  Man  2: 
'Jiggle  the  cable.'  Man:  'I  jiggled.  I'll 
jiggle  again.'"  And  so  on. 

I  willingly  apologize  to  those  who  don't  get 
it,  but  for  me  this  is  talented  stuff.  Andy 
Warhol  long  ago  realized  that  the  line  of 
demarcation  between  commercial  products  and 
art  is  blurred.  He  signed  a  can  of  Campbell's 
soup  and  called  it  art.  Others  have  since  come 
around.  Nickelodeon  is  featuring  nothing  but 
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old  commercials  (which  they  call  retromercials) 
on  Nick  at  Nite's  TV  Land.  Entertainment 
Weekly  recently  ran  a  cover  story  on  "The  50 
Greatest  Commercials  ot  All  Time." 

Meanwhile,  companies  pay  to  have  their 


Dejeuner 


BY  STEWART  PINKERTON 


In  France 

nothing 

interrupts 

lunch—not 

even  an 

important 

political 

protest. 


Two  MONTHS  AGO  in  Paris  my  two  young 
daughters  and  I  took  the  No.  82  bus  to  the 
Tuileries  garden.  We  missed  our  stop  and 
wound  up  across  the  Seine  at  the  head  of  St. 
Germain  des  Pres  on  the  Left  Bank,  not  far 
from  the  National  Assembly. 

No  big  deal,  since  it  was  a  beautiful,  crisp 
Parisian  day,  but  as  we  started  walking  back 


products  used  on  sitcoms.  Shows  are  now  com- 
mercials; commercials  are  now  art.  No  wonder 
my  friends  and  I  prefer  the  commercials.  They 
are  at  least  a  parody  of  themselves,  while  the 
other  stuff  takes  itself  seriously.  -N.M. 


across  the  river,  we  noticed  riot  police,  those 
guys  with  the  big  plastic  shields,  in  front  of  the 
National  Assembly.  Lots  of  thirtysomethings 
loitered  in  apparent  random  fashion  across  the 
street.  Two  TV  crews  were  at  the  ready.  Then 
someone  blew  a  whistle  and  the  thirtysome- 
things started  shouting  and  running  toward  the 
Assembly.  The  cops  were  braced  at  the  gates. 
The  cameras  rolled! 

With  choreographic  precision,  the  protesters 
pulled  out  and  donned  white  coats  as  they  ran, 
which  quickly  explained  what  was  up:  They 
were  doctors  protesting  government  efforts  to 
control  health  costs.  Homemade  banners 
unfijrled.  Loud  chants  began. 

My  kids  loved  it. 

So  did  I,  but  for  a  different  reason.  As  soon 
as  the  TV  cameras  had  recorded  the  physicians' 
outrage — in  plenty  of  time  for  the  evening 
news — the  protesters  disbanded  and  the  scene 
became  quiet.  Now  I  knew  that  for  political 
turmoil  the  French  are  still  French.  It  was  time 
for  lunch.  In  France,  there  are  things  more 
important  than  politics  and  causes.  I 
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James  Giassman,  senior 
economist  at  Chase  Securi- 
ties, predicts  that  consumer 
spending  will  increase  only 
$14  billion  in  the  second 
quarter  over  this  year's 
first  quarter.  Compare  that 
with  a  $73.5  billion  first- 
quarter  jump.  But  Glassmam 
thinks  consumers  are  only 
taking  a  break.  Spending, 
he  thinks,  will  finish  the 
year  3.2%  higher  than  its 
average  in  1996.  One 
reason  for  Classman's 
optimism:  a  very  low  4.9% 
unemployment  rate. 
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The  Forbes  Index  is  a  measure  of 
U.S.  economic  activity  composed  of  eight 
equally  weighted  elements:  the  cost  of  i 
services  relative  to  all  consumer  prices, 
the  level  of  new  orders  for  durable  goods 
compared  with  manufacturers'  inventories, 
total  industrial  production,  new  housing 
starts,  personal  income,  new  claims  for 
unemployment  compensation,  total  retail 
sales,  total  consumer  Installment  credit.  t 
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Begin  your  own  tradition. 

Whatever  innovations  Patek  Philippe  introduces, 
every  watch  is  still  crafted  by  hand.  The  men's 

Annual  Calendar  ref.  3035  is  the  first  self-winding  calendar 
watch  in  the  world  to  recjuire  resetting  only  once  a  year. 
And  because  of  the  exceptional  workmanship,  each  one  is  a  uniq 
Which  is  perhaps  why  some  people  feel  that  you 
never  actually  own  a  Patek  Philippe. 
You  merely  take  care  of  it  for  the  next  generation. 


For  information:  Patek  Philippe,  Dept.  104,  One  Rockefeller  Plaza,  New  York,  New  York  10020.  Tel:  (212)  581  0870 


PATEK  PHILIPPE 

GENEVE 


BANKING 


Visa  and  MasterCard  are  fast  grabbing  the  growing  debit  card  business 
to  become  the  masters  of  the  cashless  economy. 


Who  owns  the  cashless 
society.^ 

Bv  Matthew  Schifrin 


Do  YOU  CARRY  a  Visa  Check  card  or 
MasterCard  MasterMoney  card?  The 
kind  of  card  that  debits  your  bank 
account  rather  than  tapping  a  credit 
hne?  What  you  have  is  basically  a 
bank-issued  ATM  card  with  the  Visa  or 
MasterCard  logo.  These  debit  cards 
are  rapidly  pulling  ahead  of  the  plain- 
vanilla  ATM  cards  that  require  users  to 
enter  a  personal  code  to  authenticate 
purchases  or  withdrawals.  Chances 
are  that  before  the  next  millennium  is 
very  old,  debit  cards  will  have 
replaced  cash  in  most  transactions. 

The  spread  of  this  product  as  a 
means  of  payment  comes  late  to  the 
U.S.  despite  predictions  two  tiecades 


Might  makes  right 


Debit  card  purchase  transactions  in  the  U.S. 
1.2 


0.0 
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Source:  The  Nilson  Report. 
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Despite  far  higher  costs  to 
merchants,  Visa  and 
MasterCard  off-line  cards 
now  dominate 
the  market.  Efficiency  is  no 
match  for  marketing  muscle. 


ago  that  cash  was  on  its  way  out. 
Wliat's  held  it  back  here.^  Self-interest 
in  large  part.  The  credit  card  folks 
didn't  want  to  risk  losing  out  on  all 
those  point-of-sale  transactions. 

Technologically,  Visa  and  Master 
debit  cards  are  slightly  different  from 
"on-line"  debit  cards,  connected  to 
regional  systems  like  nyce  and 
Explore.  With  on-line  cards  cus- 
tomers must  enter  a  personal  icienti- 
fication  number  and  electronic 
authorization  and  settlements  occur 
immediately.  With  the  Visa  and  Mas- 
terCard "off-line"  cards,  electronic 
authorization  is  immediate,  but  set- 
tlement can  take  a  few  days.  Like 
credit  cards,  these  cards  only  require 
a  signature.  Where  they  gready  differ 
is  in  the  fees  banks  charge  merchants. 

In  the  mid-1980s,  when  on-line 
ATM  debit  cards  were  gaining  accep- 
tance. Visa  and  MasterCard  began  to 
buy  up  the  largest  on-line  debit  sys- 
tems. Cirrus,  Plus  and  Interlink,  to 
compete  with  the  dozens  of  other 
regional  systems  like  ny'CE  and  M.\c. 
They  also  formed  a  joint  venture 


called  Entree  that  they  promised 
would  become  a  national  point-of- 
sale,  on-line  debit  payment  system. 

Not  only  would  merchants  get 
faster  payment,  a  true  on-line  system 
could  cost  merchants  as  little  as  14 
cents  to  handle  a  $100  debit  transac- 
tion, compared  with  up  to  $2.50  for 
a  credit  card  transaction. 

But  merchants  claimed  Visa  and 
MasterCard  slowed  promotion  for 
the  new  system.  Suspicious  and  hear- 
ing complaints,  the  attorneys  general 
of  New  York  and  California,  among 
other  states,  sued  Visa  and  Master- 
Card. They  claimed  that  Visa  and 
MasterCard,  on  behalf  of  the  banks 
that  o\vn  the  systems,  were  dehber- 
ately  trying  to  slow  the  growth  of 
debit  cards  to  protect  their  credit 
card  business.  Ultimately  Visa  and 
MasterCard  settled  the  case  by  dis- 
banding Entree  in  1990. 

With  the  handwriting  clearly  on 
the  wall.  Visa  and  MasterCard  began 
pushing — hard — with  their  off-line 
debit  cards,  requiring  the  13  million 
merchants  who  accept  their  credit 
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Wallet  warrior 


Issuer 


1996  volume 
($bil) 


Off-line 
cards  (thou) 


%  of  total 
debit  cards 


Off-line  cards 
are  a  lucrative 


Banc  One 

$2.97 

?  find 

NationsBank 

2.96 

2,890 

Merrill  Lynch 

2.90 

1,974 

Bank  of  America 

2.24 

3,421 

First  Union 

2.10 

1,600 

First  Chicago 

1.75 

1,283 

Wells  Fargo 

1.43 

5,000 

Norwest  Bank 

1.23 

1,061 

Fleet  Financial 

1.15 

1,161 

Wachovia 

1.10 

1,032 

Source:  The  Nilson  Report. 

cards  to  also  accept  their  off-line 
look-alikes.  Debit  or  credit,  the  mer- 
chants would  have  to  continue  paying 
tribute  to  Visa  and  MasterCard  and 
the  banks  that  own  the  systems. 

For  their  off-line  debit  cards  Visa 
and  MasterCard  typically  charge  a  fee 
of  $2  on  a  $100  purchase.  Of  this, 
$1.25  goes  to  the  bankcard  issuer  as 
an  "interchange"  fee.  Last  year 
Oxnard,  Calif. -based  payments  sys- 
tems expert  Nilson  Report  estimates 


/b/o  to  gain 

gg  share  of  cus- 

32  tomers'  wallets. 

48  Soon,  70%  of 

^3  bank  debit  cards 

^1  issued  could 

44  carry  a  Visa  or 

66  MasterCard  logo. 


interchange  fees  amounted  to  $580 
million.  Visa  or  MasterCard  gets 
about  10  cents.  The  remaining  65 
cents  goes  to  the  bank  that  processes 
the  merchant  receipts. 

The  banks  are  happy,  but  the  mer- 
chants are  hopping  mad.  They  claim 
those  processing  fees  are  excessive. 
Wal-Mart,  Sears,  Safeway  and  dozens 
of  other  merchants  have  filed  a  class 
action  suit  against  Visa  and  Master- 
Card over  what  they  contend  is  an 


illegal  tying  arrangement  between 
credit  and  debit  cards.  Visa  and  Mas- 
terCard refiise  to  discuss  the  case,  but 
some  of  their  members  are  outraged 
by  it.  Says  Brian  O'Hare,  president  of 
Norwest's  card  business:  "Point-of- 
sale  debit  has  gone  nowhere  in  20 
years.  It  didn't  happen  until  Visa  and 
MasterCard  promoted  it." 

But  for  now,  Visa  and  MasterCard, 
which  have  77%  of  the  U.S.  credit 
card  business,  are  well  on  their  way  to 
grabbing  the  biggest  share  of  cash 
transactions,  too.  Many  banks,  like 
Banc  One,  Wells  Fargo,  Norwest  and 
Chase,  are  sending  Visa  and  Master 
on-line  cards  to  their  millions  of  cus- 
tomers as  replacements  for  their  old 
ATM  cards  (see  table,  left). 

The  Nilson  Report  says  Visa  and 
MasterCard  off-line  debit  cards  did 
62%  of  the  $74  billion  in  U.S.  debit 
card  transactions  last  year.  The  on- 
line systems  combined — including 
Visa's  and  MasterCard's  on-line  sys- 
tems. Interlink  and  Maestro — get 
only  38%.  As  things  now  stand,  the 
score  is  banks  1,  merchants  0.  WM 


COMPANIES 


Would  you  buy  a  controversial  product 
from  this  company? 


Skipping  a  heartbeat 


By  John  R,  Hayes 

How's  THIS  for  a  public  relations 
headache?  A  medical  study  presented 
in  May  showed  that  Sensormatic  Elec- 
tronics' antishoplifting  systems 
changed  the  heart  rate  of  49  of  50 
people  wearing  pacemakers.  How'd 
you  like  an  old  codger  to  drop  dead 
afi:er  shopping  in  your  store  and  then 
have  his  estate  sue  you?  Much  as  mer- 
chants despise  shoplifters,  they  despise 
plaintiffs'  lawyers  and  bad  public  rela- 
tions even  more. 

Sensormatic  doesn't  try  to  rebut 
the  study,  but  in  a  letter  to  retail 
stores  that  all  together  have  pur- 
chased more  than  90,000  UltraMax 
detection  systems,  it  says  not  to 
worry:  Yes,  UltraMax  can  alter  the 
heartbeats  of  some  customers  enter- 
ing and  leaving  your  stores,  but  that 
isn't  "clinically  relevant." 


Maybe  not.  But  will  the  mer- 
chants take  the  company's  word 
under  the  following  circumstances? 

■  In  1995,  then-chief  operating  offi- 
cer Michael  Pardue  was  caught  lying 
about  new  contracts  during  a  tele- 
phone conference  call  with  analysts 
and  money  managers.  Pardue  has 
since  resigned. 

■  After  completing  its  1995  audit, 
Ernst  &  Young  forced  the  company  to 
restate  earnings.  In  court  documents 
for  the  shareholder  suits  that  followed, 
then-chief  executive  Ronald  Assaf,  now 
chairman,  admitted  he  hiew  the  com- 
pany was  booking  sales  on  shipments 
that  weren't  made  until  the  following 
quarter.  But  the  documents  added: 
"Mr.  Assaf  believed  that  these  practices 
did  not  have  a  material  impact  on  any 
of  Sensormatic's  financial  statements." 


■  Last  month  Reliance  National  Insur- 
ance sued  to  rescind  Sensormatic's 
director  and  officer  insurance  on  the 
grounds  of  fraudulent  misrepresenta- 
tion. The  complaint  includes  a  handy 
table  detailing  how  six  senior  execu- 
tives sold  some — or  all — of  their  stock 
while  allegedly  inflating  earnings. 

■  Then  there  are  the  financials.  Last 
month  Standard  &  Poor's  lowered 
Sensormatic's  debt  rating  to  BB+ 
because  of  fears  that  "Sensormatic 
would  not  be  able  to  restore  prof- 
itability and  cash  flow  measures  to  his- 
toric levels  over  the  near  term." 

■  Although  the  National  Association 
of  Recording  Merchandisers  recom- 
mends use  of  Sensormatic's  UltraMax 
antitheft  devices  with  cassette  tapes, 
the  Academy  of  Country  Music  says 
they  damage  music  quality,  and  Disney 
is  said  to  feel  they  hurt  picture  quality 
on  its  videos. 

Wliy,  given  Sensormatic's  blem- 
ished record,  is  Ronald  Assaf  still 
chairman?  Says  a  spokeswoman:  "He's 
one  of  die  founders  of  the  industry, 
and  we  value  liis  advice." 

Sounds  like  Sensormatic  li^is  more 
than  pubUc  relations  problems.  H 
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Peter  Lund  just  quit  CBS. 

So  far,  Westinghouse's  leap  into 

television  doesn't  look  too  smart. 


CBS  rising.' 


By  Robert  La  Franco 


A  view  of  the  networks 


Network 

Household   Ag 

ratings  18-49 

e  group   Revenues 

25-54  ($mll) 

Operating  profit 

{$mil) 

NBC 

10.9  7.1 

7.7  $4,000 

$380 

CBS 

9.8  4.4 

5.2  2,700 

-55 

ABC 

9.4  5.6 

6.2  3,100 

200 

FQX 

7.2  5.2 

5.0  1,700 

45 

UPN 

3.2  2.0 

2.0  112 

-143 

WB 

2.6  1.3 

1.2  87 

-98 

Revenues  and  operating  profits  for  NBC,  CBS,  ABC  and  Fox  are  estimates. 
Sources:  Morgan  Stanley,  Smith  Barney.  UBS  Securities  and  company  sources. 


The  biggest  move  Leslie  Moonves  made  on  taking 
over  as  head  of  Westinghouse's  CBS  Television  Network 
in  July  1995  was  to  abandon  the  network's  ill-fated  quest 
to  be  the  hippest  hangout  in  television.  Back  to  its  roots, 
CBS  wants  to  be  the  network  for  serious  adults.  It  speaks 
to  them  with  the  slogan  "Welcome  Home." 

"This  year  the  boomers  turn  50,  and  every  year  the  pot 
of  25-to-54-year-olds  will  get  bigger,"  says  Moonves.  "If 
you  look  out  three  or  five  years,  this  is  going  to  be  the  hot 
market  for  advertising." 

By  holding  steady  in  the  face  of  a  steep  decline  at  ABC, 


Expensive  flops  like  Ink  (left)  eat  up  profits  at  the  CBS  net- 
work, while  a  recent  boardroom  shuffle  left  radio  honcho 
Mel  Karmazin  in  control  of  its  ailing  TV  station  group. 


CBS  has  bounced  that  woebegone  network  into  third  and 
kept  almost  within  a  point  (9.8  to  10.9)  of  market  leader 
NBC.  But  those  ratings  measure  the  number  of  TVs  turned 
on,  not  who's  watching  them.  That's  where  the  strategy 
falters. 

At  the  close  of  the  season  last  month,  a  tough  one  for 
all  the  networks,  CBS  ranked  third  among  25-to-54-year- 
olds,  down  5%.  Among  18-to-49-year-olds  CBS  lost  view- 
ers, too,  finishing  behind  third-place  Fox. 

As  it  turned  out,  the  viewers  Moonves  succeeded  most 
in  keeping  were  from  the  oldest  and  most  rural  audience, 
that  is,  people  who  don't  spend  the  way  Madison  Avenue 
likes.  "Advertisers  like  affluent  audiences,"  says  Gene 
DeWitt,  president  of  New  York-based  DeWitt  Media,  a 
broadcast  buyer.  "[But]  CBS  has  its  strength  in  the  7- 
Eleven  crowd." 

That  has  left  Moonves  with  a  tough  sell  to  national 
advertisers,  and  has  done  little  to  improve  matters  at  the 
struggling  CBS  station  group  (Forbes,  Feb.  10).  The  bulk 
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of  a  television  network's  profit  comes  fi-om  the  owned- 
and-operated  stations.  But  without  an  appeal  to  demo- 
graphics that  advertisers  want  most,  as  is  the  case  at  CBS, 
the  stations  must  continually  struggle  for  ad  dollars  in  the 
local  markets. 

Westinghouse  Chairman  Michael  Jordan  bought  CBS  in 
1995,  hoping  to  diversify  the  industrial  giant  he  runs  into 
a  modern  age  communications  company.  But  lately  the 
Westinghouse  boardroom  has  reportedly  become  a  heated 
battle  zone,  with  Mel  Karmazin,  head  of  the  thriving  CBS 
radio  group  and  the  company's  largest  independent  share- 
holder, complaining  about  excessive  spending  in 
the  media  group.  The  group  is  expected  to  trade 
separately  from  the  remaining  industrial  divisions 
as  early  as  the  fall. 

Karmazin's  opinion  is  apparently  being  heard. 
Late  last  month  the  number  two  executive  at  the 
CBS  station  group  quit,  followed  one  day  later  by 
Peter  Lund,  former  chief  executive  of  CBS  Televi- 
sion and  Cable,  who  ceded  control  of  the  group 
to  Mel  Karmazin. 

Over  at  the  network,  which  is  more  than  twice 
the  size  of  the  station  group,  Moonves'  pro- 
gramming just  hasn't  turned  on  the  right  people. 
He  invested  heavily  in  T\'  staples  Bill  Cosby,  Ted 
Danson  and  Tom  Selleck.  The  Cosby  anci 
Danson  shows  reportedly  cost  CBS  more  than  $1 
million  per  episode,  as  does  Selleck's,  which 
won't  air  until  midway  through  next  season  at 
the  earliest. 

Cosby,  a  cornerstone  of  CBS'  Monday  night 
lineup,  is  number  one  in  the  8  p.m.  time  slot,  but 
is  ranked  fifty-fifth  among  25-to-54-year-olds. 
Danson's  hik,  which  suffered  consistently  weak 
ratings  all  season,  was  yanked  from  the  network 
last  month. 

Moonves  pleads  time,  saying  that  the  first 
order  of  business  was  to  stop  the  bleeding,  then  to  revive. 
But  heavy  spending  on  programming  contributed  to  an 
estimated  operating  loss  of  more  than  $55  million  last 
s'ear,  while  ABC  posted  an  estimated  $200  million  operat- 
ing profit.  That's  a  tunny  way  of  applying  gauze. 

The  cure?  Possibly  an  edgy  New  York  cop  drama  called 
Brooklyn  South  from  producer  Steven  Bochco,  a  crime 
drama,  Michael  Hayes,  starring  former  ntpd  Blue  star 
David  Caruso,  or  possibly  Meejjo,  starring  Bronson  Pin- 
chot  as  a  9,000-year-old  alien  living  on  earth.  All  are 
aimed  at  the  young,  upwardly  mobile  viewers  the  com- 
petition is  still  courting. 

The  trouble  is,  in  addition  to  the  established  networks, 
Moonves  has  to  battle  newcomers  UPN  and  WB,  which  in 
three  years  have  grabbed  almost  14%  of  the  network  pie 
(see  table,  opposite).  All  this  while  cable's  appetite  grows 
larger  and  larger.  The  big  three  television  networks  have 
lost  30%  of  their  viewers  over  the  last  decade. 

"Right  now  CBS  is  a  real  long  stretch  back  in  fourth 
place  [in  the  minds  of]  advertisers,"  says  DeWitt. 

Westinghouse  dumped  some  of  its  core  businesses, 
including  defense,  to  become  a  media  company  So  far  the 
move  looks  lousy.  ^ 
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First  Nil^etown, 
now  Godtown 


Sandwichhi")  between  Carrier  on  the  north  and  Saks  Fifth 
Avenue  on  the  south  stands  what  might  be  the  world's  most 
awe-inspiring  underdeveloped  retail  location.  Not  for  long. 

We're  talking  about  St.  Patrick's  (]athedral,  which  occu- 
pies the  square  block  on  Fifth  Avenue  and  Madison  Avenue 
between  50th  and  51st  streets  in  Manhattan.  True,  St. 
Paddy's  has  a  higher  calling,  but  that's  no  reason  why  its 
retail  potential  should  remain  untapped — particularly  when 
die  U.S.  is  in  the  midst  of  a  religious  selling  frenzy  (Forbes, 
Jan.  27).  So  the  cadiedral's  rector  has  commissioned  pro- 
posals for  a  store  that  will  most  likely  stand  somewhere  on 
its  prime  block-square  propert\'. 

The  cathedral  alread)'  has  a  teensy  gift  shop  that  sells 
miraculous  medals,  pra)'er  cards  and  cathedral  memorabilia; 
but,  says  Archdiocese  spokesman  Joseph  Zwilling,  "it's  so 
small  you  could  stretch  out  your  arms  and  touch  the  walls." 
That  doesn't  cut  it  with  competitors  like  Niketown  just  up 
the  street,  despite  product  endorsers  who  top  even  Michael 
Jordan. 

Yiow  grand  an  emporium  is  the  cathedral  aiming  for?  It 
won't  say,  but  early 


planning  is  suggestive. 
Anong  the  architects 
the  cathedral  is  consid- 
ering is  Peter  Marino, 
who  has  recently 
designed  glittery  retail 
palazzi  on  Madison 
Avenue  for  vestment 
makers  Giorgio  Armani 
and  Valentino. 

Once  upon  a  time 
this  sort  of  thing  might 
have  smacked  too 
much  of  mammon,  but 
no  longer.  Churches 
need  money.  Wal-Mart, 
Target  and  Borders  are 
expanding  their  reli- 
gious inventories,  and 
religious  chains  are 
busily  building  "super- 
stores" of  20,000 
square  feet  and  more. 
"It's  easy  to  be  cynical 
about  antimaterialist 
organizations  doing  l^^^H 
this,  but  it 

doesn't  ha\e  to  be  tacky — it  can  glorify  the  space,"  says  Seth 
Siegel,  whose  Beanstalk  Group  licensing  firm  is  a  part 
(wner  in  the  nearbv  Harley-Dax  itlson  Cafe.  "St.  Patrick's 
has  universal  awareness  anei  strong  niche  appeal — plus  it's 
about  the  best  retail  location  you  can  possibly  have." 

-Joshua  Levine  ■■ 


Incense  in  apse  three 
Fifth  Avenue  superstore? 
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Jjjj^^^JJ  As  long  as  there  is  gold,  there  will 
^^^^^  Lee  Furlong  is  better  at  mining 
the  latter  than  the  former. 


uc 


suckers. 


Glitter,  but  inot  gold 


By  Zina  Mouklieiber 


I'-'. 


Lee  Furlong  says  his  Toronto-based 
International  Precious  Metals  Corp. 
has  discovered  gold  and  platinum 
amidst  the  desert  shrubs  90  miles  west 
of  Phoenix,  right  off  Interstate  10. 
Echoing  his  enthusiasm,  analyst  Gavin 
Wilson  of  T.  Hoare  &  Co.  claims 


there  are  between  12.5  million  and  25 
million  ounces  of  the  shiny  stuff  Fur- 
long, a  burly  58-year-old,  unflirls  fi'om 
a  red  bandanna  two  vials  containing 
about  one-quarter  ounce  each  of 
yellow  and  black  powder.  "It's  like  a 
toy  box,  full  of  wonderful  tovs,"  he 


says  with  a  grin. 

Some  big  fijnd  operators  have  been 
eager  to  play.  Capital  Research  & 
Management  Co.,  which  has  $150  bil- 
lion under  management  through 
American  Funds,  owns  almost  12%  of 
International  Precious  Metals.  Midas 
Fund,  the  London-based  precious 
metals  fund,  has  picked  up  200,000 
shares,  ipm's  stock  is  trading  on 
Nasdaq  at  8'/^6,  more  than  double 
its  price  one  year  ago,  bringing  its 
market  capitalization  to  almost  $160 
million. 

Enthusiasts  would  do  well  to  check 
out  Furlong's  credentials.  In  1959  he 
dropped  out  of  Central  Washington 
College  of  Education  in  EUensburg, 
Wash,  and  left  for  Australia.  There  he 
worked  as  a  field  hand  for  a  geophysi- 
cal consulting  firm. 

In  the  late  1970s,  Furlong  says,  he 
discovered  and  developed  one  of  Aus- 
tralia's biggest  gold  deposits,  the 
Paddington  Mine,  formerly  owned  by 
Pancontinental  Ltd.  and  now  by 
Sydney-based  Renison  Goldfields 
Consolidated  Ltd.  But  that's  not  what 
others  say.  Paddington's  former  chief 
geologist,  Ian  Robertson,  says  Furlong 
was  just  a  field  technician  with  no 
expertise  in  geology.  Other  ex-Pan- 
continental  executives  confirm  this. 

This  much  is  true:  While  at  Pan- 
continental,  Furlong  met  Alan  (Oily) 
Doyle,  a  geologist.  Doyle  has  been 
behind  several  Australian  mining 
exploration  companies  that  eventually 
faded  after  announcing  big  discoveries 
and  ramping  up  their  stock  prices. 

In  the  early  1990s  Furlong  returned 
to  the  U.S.  He  discovered  not  gold 
but  a  shell  company  called  Interna- 
tional Platinum  Corp.,  trading  on  the 


Other  desert  dirts 


Company  headquarters 


Exchange    Market  cap 
($mil) 


Claim 


Location  of  deposits 


Global  Platinum  &  Gold  o-t-c  $35 

Salt  Lake  City,  Utali 

LS  Capital  Corp  (formerly  Lone  Star  Casino)  o-t-c  9 

Houston,  Tex. 

Naxos  Resources  o-t-c*  47 

Vancouver,  B.C. 


Over  80  million  tons  of  ore,  including  gold  and  platinum 

Has  not  yet  released  gold  values 

Reporting  "very  good"  results, 

as  much  as  one-quarter  of  an  ounce  of  gold  per  ton  of  ore 


Buckeye  and  Wickenburg,  Ariz. 
Tecopa  and  Barstow,  Calif. 
Death  Valley  Junction,  Calif. 


*Shares  suspended  from  the  Alberta  Stock  Exchange  m  Sept.  1956. 

Be  extremely  skeptical  of  any  of  these  precious  metals  stocks. 

These  companies  say  they're  developing  their  own  testing  and  extraction  methods  for  gold. 
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LEISURE 


Why  should  people  who  cheerfully  pay 

$8  to  see  a  movie  gripe  about 

paying  $5  for  the  glories  of  Yellowstone  Park? 


Grin  and  beair  it 


I  Toronto  Stock  Exchange.  The  com- 
pany had  been  exploring  for  platinum 
in  North  America,  and  its  chief  execu- 
tive had  recently  died. 

Furlong  and  Doyle  took  over  Inter- 
national Platinum,  and  in  1993,  at  a 
I  gold  conference  in  Las  Vegas,  met 
Dale  Runyon,  who  calls  himself  a  busi- 
:  ness  consultant.  "This  guy  came  up  to 
me  anci  said,  'Have  I  got  a  proposition 
•     for  you,'  "  recalls  Furlong.  This  was 

the  Arizona  propert\^  named  BRX. 
'        Doyle  raised  $27  million  through 
private  placements  with  tlie  help  of  T. 
Hoare  &  Co.  He  and  Furlong  used 
the  money  to  buy  the  find  from 
Runyon.  In  gushing  press  releases. 
Furlong  quickly  announced  there  was 
gold  and  platinum  in  minable  quanti- 
ties at  BRX.  That  caught  die  attention  of 
Toronto  Stock  Exchange  officials,  who 
:  requested  that  a  Toronto  mining  engi- 
neering firm  verify  International  Plat- 
'  inum's    samples.    Negative.  The 
\  exchange  asked  the  Arizona  Depart- 
ment of  Mines  &  Mineral  Resources  to 
check,  too.  Again,  no  worthwhile  ore. 
The  investigations  involved  a  so- 
:   called  fire  assay.  This  is  a  standard 
:   industry  technique  for  analyzing  the 
amount  of  gold  in  a  soil  sample.  "The 
fire  assay  has  been  the  tried-and-tested 
method  for  assaying  goki  and  plat- 
inum for  many  years,"  says  Graham 
j  I   Farquharson,  owner  of  Strathcona 
I    Mineral  Services,  the  mining  consult- 
!|    ing  firm  that  blew  the  lid  off  Bre-X 
Minerals.  "There's  no  particular  geol- 
ogy that's  too  difficult  to  handle 
through  a  fire  assay." 

With  the  negative  results  from 
the  fire  assay,  the  Toronto  Ex- 
i  change  suspended  the  shares  and, 
later  in  1994,  delisted  them.  But 
you  can't  keep  a  good  promoter 
down.  AJan  Doyle  came  on  official- 
ly as  chairman,  and  the  company 
subsequently  changed  its  name  to 
International  Precious  Metals. 

Paul  Mentzer,  vice  president  of  ipm's 
teclinical  services,  argues:  "There  is  not 
a  single  fire  assay  recipe  that  works  on 
every  material."  He  says  IPM  has  devel- 
oped its  own  leaching  mediod  to  assay 
and  recover  gold. 

With  such  gobbledygook.  Furlong 
is  out  there  with  his  Internet  site 
(www.ipmcf  com),  where  he  breath- 
lessly chronicles  progress. 

Investors,  be  wary.  M 


By  Tim  W.  Ferguson 


In  1916  it  cost  $10  a  carload  to  stay 
in  Yellowstone  National  Park  for  a 
week.  Eighty  years  later  Yellowstone's 
entrance  fee  remained  at  $10  a  car. 
This  year  it  has  doubled,  but  (adjusted 
for  inflation)  still  costs  about  one- 
eighth  what  it  cost  when  Woodrow 
Wilson  sat  in  the  White  House. 

The  1997  increase,  however,  shows 
that  the  federal  government  is  finally 
serious  about  making  recreationists  pay 
some  of  their  own  freight.  In  an  age 
where  people  think  notiiing  of  paying 
$8  for  a  movie  or  $5  for  a  martini,  it's 
scarcely  extortionate  to  ask  people  to 
pay,  say,  $5  a  head  to  enjoy  the  facili- 
ties of  this  magnificant  federal  park. 

The  boost  at  Yellowstone  is  one  of 
close  to  100  such  increases  or  new 
charges  tiiat  tourists  will  notice  on  fed- 
eral lands  this  summer.  This  year's 
impositions,  which  typicalK'  amount  to 
a  few  dollars  a  day  at  the  national 
parks,  forests  and  wildlife  refuges  as 
well  as  sites  overseen  by  the  Bureau  of 


I  Land  Management,  were  part  of  Con- 
5  gress'  1996  appropriations  omnibus. 
I  They're  "demonstration  programs" 
i  audiorized  to  last  until  1999. 
I      Supervising  rangers  at  each  of  the 

>  locations  are  to  work  out  an  appropri- 
I  ate  fee  schedule  (season  rates  are  often 

>  kept  low  to  mollify  heavy  users  from 
neighboring  communities),  as  well  as 
methods  for  collections  and  enforce- 
ment. Where  entrances  are  widely  dis- 
persed, such  as  with  forest  trailheads, 
passes  will  be  sold  off-site  and  will  need 
to  be  shown  only  rarely. 

Now,  users  of  these  facilities  pay  no 
more  than  10%  of  what  it  costs  the 
government  to  maintain  them.  Fiscal 
1997  revenues  from  the  new  program 
should  be  around  $65  million,  and  at 
least  80%  of  die  new  fees  will  go  direct- 
ly to  the  areas  where  the  money  was 
collected  rather  than  to  the  federal 
parks  bureaucracy.  (The  annual  budget 
of  the  parks  service  alone  is  $1.5  bil- 
lion.) This  sort  of  decentralization  of 
revenues  was  proposed  by  natural 
resources  economist  Randal  O 'Toole 
(Forbes,  Nov.  20, 1995),  among  others. 

The  beauty  of  the  idea  is  this:  It  will 
go  to  upkeep  and  maintenance,  both 
shortchanged  by  a  Congress  more 
interested  in  expanding  federal  hold- 
ings than  in  keeping  them  up.  This 
should  mean  better  campgrounds  and 
trail  markings.  Prices,  even  low  ones, 
serve  another  function — to  check 
overuse  of  popular  spots  such  as  the 
Sylvania  Wilderness  in  northern  Michi- 
gan or  the  national  forests  outside  Los 
Angeles. 

"We're  finding  it's  always  a  hard  sell 
when  you  impose  new  fees,"  says  Greg 
Super  of  the  U.S.  Forest  Service.  But 
when  users  understand  that  their  fees 
will  be  plowed  directly  back  into  the 
areas  they  use,  opposition  diminishes. 
"People  say,  'Okay,  let's  give  il  a  try- 
but  you  guys  better  deliver  die  services 
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you  promise.'"  Those  include  new  boat 
bumpers  at  lalce  docks  and  more  "ssTs" 
(swcct-smelling  toilets)  at  campsites. 

The  ciemonstration  is  a  far  cry  from 
privatization,  but  market  principles  are 
at  work.  Of  course  some  local  interests 
and  harci-core  enviros  won't  like 


that — some  local  Sierra  Club  units 
have  opposed  access  fees  for  recre- 
ationists  in  less-developed  areas.  But  as 
Kurt  Nelson,  a  ranger  serving  a  por- 
tion of  Idaho's  2.1 -million-acre  Saw- 
tooth National  Forest,  notes,  most 
people  understand  the  need  to  carry 


their  own  load  in  the  outdoors. 

Nelson  is  aware  that  it  will  be  easy 
for  users  to  avoid  paying  the  new  fees. 
"Around  here,"  he  says  cheerfully, 
"we'll  keep  it  simple  and  rely  on  social 
pressure  and  courtesy  to  enforce  the 
program."  Happy  trails.  H 


INSURANCE 


Trial  lawyers  may  be  losing  their  grip  on  car 
accident  victims.  But  don't  count  these  guys 
out  when  their  take-home  is  threatened. 


"A  holy  war'' 


By  Brigid  McMenamin 


On  Jan.  9  an  Allstate  policyholder 
crashed  his  car  into  Trenton,  N.J. 
motorist  Betsy  Stovoll.  Days  later, 
Stovoll,  not  an  Allstate  client, 
received  a  sweet  letter  from  Allstate 
customer  representative  Karen  Lala. 

"We  consider  anyone  who  has 
been  involved  in  an  accident  with 
one  of  our  policyholders  an  Allstate 
'customer,'"  explained  Lala,  who 
enclosed  a  brochure  entitled  "Do  I 
Need  An  Attorney?"  The  not-so- 
subtle  message:  Gee,  we  sure  don't 
think  so. 

Used  to  be  that  only  trial  lawyers 
chased  ambulances.  Now  auto 
insurers  have  taken  up  chasing 
them,  too,  hoping  to  cut  third- 
party  claims  by  making  settlements 
before  lawyers  get  involved. 

Guess  what.>  Trial  lawyers  have 
counterattacked.  They  are  accusing 
insurers  in  several  states  of  mislead- 
ing motorists  or  of  practicing  law 
without  a  license,  which  is  a  crime 
in  most  parts. 

The  insurance  folks  aren't  awed. 
"We've  touched  a  nerve,"  says  All- 
state lawyer  Paul  Zigterman.  "We're 
potentially  affecting  the  economic 
interests  of  plaintiffs'  lawyers."  "It's 
a  holy  war  with  the  trial  bar,"  adds 
Steven  Goldstein,  a  spokesman  for 
the  Insurance  Information  Institute. 


« 
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The  war  began  two  years  ago, 
when  Allstate  set  out  to  reduce  its 
$4  billion  annual  car  crash  claims,  a 
gushing  of  cash  that  was  forcing  the 
company  to  raise  rates.  It  had 
noticed  that  more  and  more 
claimants  hired  lawyers  (up  from 
just  31%  in  1977  to  46%  in  1992). 
The  more  lawyers,  the  more  litiga- 
tion and  paperwork  and  the  higher 
the  costs. 

In  a  test  in  the  Philadelphia 
market,  the  Northbrook,  111. -based 
insurance  giant  went  on  the  lookout 
for  accidents  involving  Allstate  pol- 
icyholders. They  approached  victims 
of  AUstate-insured  drivers,  urging 
them  to  settle  without  a  lawyer.  All- 
state claimed  that  attorneys  com- 
monly take  25%  to  40%.  The 
lawyerless,  said  Allstate,  only  net 
$101  less  in  economic  damages 
than  those  who  hire  lawyers  but  get 
their  money  faster  and  with  less 
unpleasantness.  The  insurance  com- 
panies, not  surprisingly,  didn't  point 
out  that  victims  who  hire  lawyers 
really  do  score  with  "pain  and  suf- 
fering," or  "loss  of  consortium" 
claims. 

No  matter.  The  pitch  worked. 
Allstate  won't  say  how  much  its 
Philadelphia  loss  ratios  went  down, 
but  they  apparently  went  down 


enough  for  Allstate  to  take  its  anti- 
lawyer  crusade  national,  reducing 
the  percentage  represented  by 
lawyers  by  nearly  10%.  Liberty 
Mutual  and  CNA  soon  followed. 

Angry  trial  lawyers  first  com- 
plained to  insurance  regulators  in  at 
least  a  dozen  states,  but  got 
nowhere.  So  they  pressed  on  with 
the  folks  who  regulate  their  profes- 
sion. New  Jersey  trial  lawyers  con- 
vinced the  state  Bar  Association  that 
both  Allstate  and  Liberty  Mutual 
had  gone  too  far.  Not  surprising, 
since  lawyers  don't  have  friendly 
feelings  toward  people  who  try  to 
limit  their  loot. 

In  December  the  New  Jersey  Bar 
Association  asked  the  New  Jersey 
Supreme  Court  committee  that  reg- 
ulates lawyers  to  make  Allstate  and 
Liberty  Mutual  stop.  The  Supreme 
Court  Committee  meets  this  month 
to  consider  what  to  do. 

In  New  York  State,  following 
complaints  from  the  close  to  5,000- 
member  New  York  State  Trial 
Lawyers  Association,  Attorney  Gen- 
eral Dennis  Vacco  caved  in  to  pres- 
sure from  the  politically  powerful 
attorneys.  He  made  Allstate  sign  a 
humiliating  order  in  February.  The 
company  agreed  to  rewrite  its 
brochure,  stop  calling  victims  "cus- 
tomers" and  fork  over  $15,000  in 
administrative  costs. 

In  Connecticut  the  trial  lawyers 
lobbied  the  lawyer-filled  legislature 
to  outlaw  insurance  firms  doing 
anything  to  "discourage"  folks  from 
hiring  lawyers.  The  bill  passed  last 
month  and  is  sitting  on  Governor 
Rowland's  desk.  Allstate  believes 
Rowland  will  sign  it.  Allstate  agents 
who  send  out  lawyer-discouraging 
letters  could  then  be  fined  up  to 
$7,500  or  even  lose  their  licenses. 

You  thought  we  had  freedom 
of  expression  in  this  U.S.A.^  Seems 
trial  lawyers  are  more  free  than 
others.  H 
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irect  Mail 

fallows  you  to 

'count  all 

your  pennies  before 

you  spend 

another  dime. 


DIRECT  MAIL  DELIVERS 


No  doubt  you  know  that  Direct  Mail  lets  you  precisely 
measure  return  on  investment — you  know  exactly  how 
many  responses  you're  gettmg  for  every  dollar  you  spend. 

But  you  get  more  than  financial  information.  Because 
Direct  Mail  enables  you  to  test  your  message  privately  and 
evaluate  it  empirically — before 
your  competition  ever  gets  wind 
of  it.  In  turn,  you're  able  to  sharpen  and  refine  your  market- 
ing strategy.  What's  more,  you  can  identify  your  most 
profitable  customers,  and  reach  them  far  more  etficiently. 

The  bottom  line  is  Direct  Mail  helps  your  marketing 
communications  work  harcler  and  more  cost-efficiently. 

For  a  fire  kit  oil  how  Direct  Mail  can  help  hiiihi  btisiiiesi,  call 

1-800  -THE- USPS,  ext.  2044.        ^sgf  UNITED  STATES 

POSTAL  SERVICE^ 


TF  ■(«  r  vni  U.med  Sljtcs  l'i.M..I  Scr' 


The  world's  first  head  protection  system  is  here,  and  not  a  moment  too  soon.  Standard  on  the  1998  7  Series, 
this  is  the  only  systert  i  that  helps  protect  the  head  of  the  driver  and  front-seat  passenger  during  side-impact| 
collisions.  Which  is  ct  a;  al  when  you  realize  43%  of  occupants  in  severe  side-impact  collisions  sustain 


ead  injuries:  And  it's  part  of  one  of  the  most  comprehensive  safety 
fferings  of  any  car  manufacturer.  The  new  BMW  head  protection 
ystem.  Because  when  it  comes  to  your  life,  timing  is  everything. 


The  Ultimate  Driving  Machine' 


Unocal  is  drilling  for  a  potential  gusher 
worth  hundreds  of  millions  of  bucks. 
It  is  drilling  in  a  Los  Angeles  courtroom. 

Wildcat  dnlling 


By  Toni  Mack 

In  a  Los  Angeles  courtroom  on 
July  2,  Unocal  Corp.,  the  country's 
15th-largest  oil  company,  will  face  off 
against  six  of  Big  Oil's  biggest 
names — Shell,  Exxon,  Mobil, 
Chevron,  Texaco  and  Atlantic  Rich- 
field. The  giants,  which  among  them 
command  $420  billion  in  annual  rev- 
enues, are  aggrieved  because  their 
smallish  rival  outsmarted  them.  The 
court  will  decide  whether  it  did  so 
fairly.  If  Unocal  wins,  it  will  be  rolling 
in  money. 

At  issue  is  a  patent 
Unocal  holds  on  the 
formula  for  some 
relatively  clean-burn- 
ing gasoline.  Unocal 
applied  for  the 
patent  in  1990  and 
got  it  in  1994.  Two 
months  ago  Unocal 
Chairman  Roger 
Beach  sold  all  Uno- 
cal's refineries  and 
service  stations  for 
$2.3  billion.  Hence- 
forth Unocal  would 
be  an  exploration 
and  production  outfit  with  big  inter- 
ests in  Asia.  In  a  separate  deal  he  also 
sold  all  the  relevant  patents — all,  that 
is,  except  this  one. 

California  law  required  service  sta- 
tions to  begin  selling  cleaner  gasoline 
last  June.  Unocal's  patent  covers 
many  of  the  potential  formulas  for 
meeting  the  California  standards. 
Unless  Big  Oil  beats  Unocal,  any 
refiner  using  one  of  those  formulas 
owes  Unocal  a  patent  royalty. 

Big  numbers  are  involved  here. 
Clean-gasoline  sales  will  total  rough- 
ly 8.5  billion  gallons  per  year.  Beach 
is  said  to  be  demanding  that  Shell, 
Exxon  and  other  California  refiners 
pay  Unocal  as  much  as  5  cents  a 


gallon.  At  that  rate  the  patent  could 
net  Unocal  about  $280  million  a  year 
after  taxes,  $1.13  a  share — a  nearly 
50%  addition  to  the  $608  million, 
$2.44  a  share,  Wall  Street  expects 
Unocal  to  earn  this  year. 

And  that's  just  for  California.  Fed- 
eral clean  air  laws  mandate  that  refin- 
ers sell  less-polluting  gasoline  in  New 
York,  Chicago,  Houston  and  other 
smoggy  spots  starting  in  2000.  The 
Environmental  Protection  Agency 


has  already  formulated  standards  for 
that  gasoline.  Depending  on  the  for- 
mula they  use  to  make  it,  refiners 
coast  to  coast  may  soon  ov/e  Unocal 
royalties,  too. 

Big  Oil  has  good  reason  to  kick 
and  scream.  West  Coast  refiners  net 
only  2  cents  a  gallon  in  a  good  year, 
according  to  Lehman  Brothers  oil 
analyst  William  Randol.  Every  penny 
in  extra  costs  hurts  and  is  hard  to 
pass  on. 

The  list  of  documents  filed  in  the 
lawsuit  runs  66  pages.  The  plaintiffs 
allege  that  Unocal  got  its  patent  by 
subterfuge.  In  the  late  1980s  and 
earlv  1990s  Unocal  was  part  of  a 
working  group  tliat  advised  the  Cali- 


fornia Air  Resources  Board  on  ways 
to  meet  its  goals — including  cleaner- 
burning  gasoline.  According  to  Big 
Oil's  lawsuit:  "While  Unocal  was 
ostensibly  working  with  the  rest  of 
the  oil  industry  .  .  .  Unocal  was  sur- 
reptitiously engaged  in  a  scheme 
designed  to  appropriate  to  itself 
invalid  patent  rights  to  gasoline  fijels 
meeting  those  [California] 
Specifications." 

The  big  oil  companies  also  claim 
that  the  formulas  Unocal  patented 
were  already  known — so-called  prior 
art  that  could  not  be  patented. 

Unocal  responds  that  it  did  its  own 
independent  research  and  came  up 
with  new  formulas. 

Robert  Strozier  is  a  patent  attorney 
in  Houston  who  has  studied  the 
Unocal  case.  He  notes  that  since 
Congress  created  a  special  patent 
appeals  court  in  1982,  about  65%  of 
challenged  patents  have  been  upheld 
as  valid.  Here's  what  he  says  about 
this  case:  "If  the  jury 
>  thinks  all  the  compa- 
I  nies  were  sharing 
§  information,  and 
Unocal  sneaked  away 
and  patented  it,  they'll 
think,  'There's  a 
skunk.'  But  if  Unocal 
can  show  that  it  knew 
[the  formulas]  long 
before,  it  looks  as  if  all 
the  others  got  the  idea 
from  Unocal." 

If  Unocal  wins,  the 
plaintiffs  will  have  to 
pay  past  royalties,  plus 
interest — and  perhaps 
three  times  that  amount,  if  Unocal's 
lawyers  can  show  "willful  infringe- 
ment." How  much  might  that 
amount  toi'  A  penny-a-gallon  royalty 
over,  say,  three  years  of  litigation,  plus 
interest  and  damages,  could  total 
around  $830  million.  After  taxes 
that's. $2. 20  a  Unocal  share.  Recent 
price,  $42.88. 

If  Unocal  loses,  it  could  be  ordered 
to  pay  its  opponents'  court  costs  and 
attorneys'  fees,  which  would  proba- 
bly come  to  less  than  $20  million. 
That's  a  pretty  good  risk/reward 
ratio.  "If  it  [a  Unocal  victory]  hap- 
pens, it'll  be  fantastic,"  chuckles 
Beach.  "If  it  doesn't,  we  haven't  lost 
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Britain's  Financial  Times  is  coming  to  the  U.S.  on  a  modest  scale. 
But  is  snob  appeal  enough? 

"The  U.S.  is 

a  very  noisy  place" 


By  Richard  C.  Morais 


Financial  Times  edi- 
tor Richard  Lambert 
(right)  and  staff 
"We're  targeting 
American  readers 
whose  business 
interests  are 
becoming  global." 


It's  Monday  morning  and  the 
corner  office  at  the  300,000-circula- 
tion  Financial  Times  in  London  is 
crammed  with  reporters.  The  editor, 
Richard  Lambert,  4s  reviewing  the 
day's  stories — Indian  and  Pakistani 
prime  ministers  meet,  Guinness  and 
GrandMet  merge,  a  Norwegian  bus 
operator  creates  a  joint  venture.  If 
your  conception  of  a  newspaper  office 
is  noisy,  pugiHstic  reporters  on  too 
much  coffee,  you  won't  recognize  the 
FT.  It's  all  so  civilized  and  soft-spoken, 
with  barges  serenely  plowing  up  the 
Thames  outside  Lambert's  window. 
The  men  are  well  dressed  and  the 


whole  scene  is  terribly  polite.  Even  the 
pink  paper  that  die  FT  uses  announces 
that  this  is  not  everyone's  newspaper. 

In  July,  editor  Lambert  moves  to 
New  York  for  a  year  to  launch  a  U.S. 
version  of  the  paper's  international 
edition.  It's  pai-t  of  Pearson  Pic's  five- 
year,  $160  million  investment  in  its 
flagship  paper  across  the  globe. 

As  global  media  empires  grow,  the 
Fts  parent,  $3.5  billion  revenue  Pear- 
son Pic,  has  scarcely  been  a  paceset- 
ter of  late.  Pearson  also  owns  Penguin 
Books,  Madame  Tussauds,  Addison 
Wesley  Longman  (textbook  publish- 
ers)  and  substantial   interests  in 


Britain's  Channel  5  (24%),  The  Econ- 
omist mAgnzinc  (50%)  and  investment 
bank  Lazard  Brothers  (50%). 

Despite  tiiis  rich  collection  of  assets, 
Pearson  has  hardly  been  a  "heroic" 
performer.  Pearson's  stock  has  mar- 
ginally outperformed  Morgan  Stan- 
ley's U.K.  index  o\'er  die  last  five  years 
(see  chart,  p.  56),  but  it  has  consis- 
tently underperfornied  an  index  of 
international  media  and  broadcast 
companies.  Pearson  is  up  50%;  the 
U.K.  index,  46%;  the  media  index, 
74%.  As  for  the  FT  itself,  last  year  its 
operating  profit  rose  to  $27  million 
on  revenues  of  $270  million  after 
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What  Could  Be  More  Rewarding  Than  Double 
HHonors  Points  For  Your  Hilton  Stays? 


A  Free  Night  After  Three  Stays. 


when  you  charge  your 


Double  Dip'  stays  at  participating  Hilton,  Conrad  International  and  Vista  hotels  with  an  American  Express® 
Card  between  June  2  and  August  31, 1997,  you'll  earn  double  Hilton  HHonors"  Base  points.  Plus,  you'll  earn  one 
free  weekend  night  after  every  three  Double  Dip  stays  during  the  same  period -up  to  three  free  nights.  Double 
Dipping '  means  you  earn  both  HHonors  points  and  airline  miles  for  the  same  qualifying  stay.  It's  one  more  way 
that  Hilton  HHonors  Worldwide  is  making  your  business  travel  even  more  rewarding.  For  reservations,  call  your 


Membership,  earning  and  redemption  of  points  are  subject  to  HHonors  Terms  and  Conditions.  Normal  rules  for  earning  HHonors  points 
and  airline  miles  apply.  Refer  to  your  HHonors  program  membership  materials  for  rate  and  other  restrictions.  Limit  three  free  nights 
with  this  offer.  Free  nights  are  subject  to  availability  and  include  room  rate  and  tax  only  and  do  not  include  incidentals,  other  taxes 
or  gratuities.  Blackout  dates  apply.  A  "stay"  refers  to  the  total  period  of  consecutive  nights  at  the  same  hotel,  whether  or  not  a  guest 
checks  out  and  back  in  again.  Members  will  be  notified  of  qualification  after  the  promotion  has  ended.  01997  Hilton  HHonors  Worldwide. 


professional  travel  agent,  or  for  reservations  and  HHonors  enrollment. 


visit  HiltonNet'"  at  httpV/www.hilton.com  or  call  1-800-HiLTONS. 
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1995's  measly  $12  million  in  operat- 
ing profits.  But  that's  still  a  thin  mix 
as  against  the  Wall  Street  Journal's 
estimated  $190  million  operating 
profit  on  $1.1  billion  revenues. 

Strip  out  acquisitions  and  Pearson's 
underlying  revenue  growth  over  the 
last  five  years  hasn't  topped  6%  a  year. 
"Might  be  fine  for  some  businesses," 
Pearson's  straight-talking  new  chief 
executive,  the  U.S. -born  Marjorie 
Scardino,  recently  told  analysts  in 
London, "but  in  real  money  and  in 
fast-paced  media  businesses  it's  really 
not  very  exciting."  Scardino  is  being 
tactful.  It's  worse  than  unexciting. 
Pearson  has  managed  its  assets  badly. 
According  to  analysts  at  HSBC  James 
Capel,  Pearson's  estimated  cost  of 
capital  is  greater  than  its  return  on 
capital  employed.  In  other  words,  had 
management  converted  the  assets  into 
cash  and  invested  this  in  government 
bonds  shareholders  probably  would 
have  done  about  as  well.  This  is  care- 
taking,  not  managing. 

Going  back  to  the  holding  compa- 
ny's founding  in  1919  by  British  oil 
and  engineering  magnate  Lord  Cow- 
dray,  Pearson  has  been  managed  as  a 
portfolio  of  assets  rather  than  as  a  real 
business.  As  a  result  top  management 
has  tended  to  be  passive,  leaving  the 
different  businesses  pretty  much  to 


their  own  devices.  This  has  led  to 
some  embarrassing  gaffes.  For  years  a 
New  Jersey-based  accounts  clerk  at 
Penguin  Books  gave  discounts  to 
quick  paying  customers.  Not  a  single 
manager  noticed.  Oops!  The  unre- 
ported discounts  added  up  to  a  $160 
million  hole  in  Pearson's  1996 
accounts.  Earnings  dropped  9%  to 
$390  mUlion. 

But  the  launching  of  the  U.S.  ft 
and  Scardino's  appointment  as  chief 
executive  symbolize  a  major  change  at 
the  top.  Michael  Blakenham — one  of 
the  50  or  60  Cowdrays  who  still  con- 
trol some  6%  of  the  shares — was 
recently  replaced  as  chairman  by 
Dennis  Stevenson,  a  hard-driving 
financial  consultant.  Scardino  came  to 
her  post  in  January  from  being  chief 
executive  at  ne  Economist,  where  she 
increased  revenues  by  78%  and  earn- 
ings by  130%  since  1992.  Without 
becoming  Americanized,  The  Econo- 
mist has  built  its  U.S.  presence  to  the 
point  where  it  accounts  for  almost  half 
the  magazine's  worldwide  circulation 
of  609,000. 

Can  she  produce  similar  results  at 
the  far  smaller  300,000  circtiJation  Fit 
The  Ffs  U.S.  circulation  is  stuck  at 
32,000.  That's  pathetic  for  one  of  the 
finest  papers  in  the  English  language. 
Whereas  the  FT  can  hardly  hope  to 
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The  stock  has  outperformed  a  U.K.  iindex, 

but  underperformed  an  iMeriiationai  media  index. 


ZIP'-DRIVE.  CONSIDER  IT 
STANDARD  EQUIPMENT. 
THESE  GUYS  DO. 

Make  sure  your  next  computer  has  a 
Zip  drive,  the  new  industry  standard, 
pre-installed  in  systems  from  these 
leading  manufacturers. 
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HOW  TO  HOLD  JQ  floppy  disks 

IN  THE  PALM  OF  YOUR  HAND. 


VER  FIVE  MILLION  OUT  T  H  E  R  E.  Forget  about  that  old  floppy  drive.  Zip  drives  are 
/erywhere;  at  home,  in  schools,  and  at  the  office.  In  fact,  they're  the  peri^ect  complement  to  the  enhanced 

..jdio  and  visual  capability  of  today's  MMX™  technology-based  systems.  And  with  so  many  Zip  drives  out  there, 

y_s  more  than  just  compatible,  it's  universal 

Wk-  BECAUSE     it's     YOUR  STUFF." 


NEW,  LOWER  PRICE. 

Visit  your  local  retail  store 

or  corporate  reseller, 
or  you  can  even  see  us  at: 
www.iomega.com 


TONS  OF  STORAGE  SPACE. 

Increase  your  storage  space  — 
100MB  at  a  time  for  as  low  as 
$12.95  per  disk  after  rebate. 
Perfect  for  storing 
and  running  your  whole  office. 


COMPLETE  PORTABILITY. 

The  Zip  "  drive  and  Zip  disks  are 
small,  lightweight,  and  rugged. 

Which  means  you  can  take  work 
home,  on  the  road,  or  anywhere 
else  you  need  to  go. 


FAST,  EASY  BACKUP. 

Hooks  up  fast  to  your  PC  or  Mac. 
And,  at  up  to  20  times  faster  than 
that  old  floppy  drive,  it's  great 
for  making  copies  of  everything. 
So  the  next  time  your  computer 
spazzes  out,  you  won't. 


Iomega 


997  Iomega  Corporation  Iomega  and  Ihe  Iomega  looo  a'e  reg,$le'ed  i.ademarhs.  and  Zip  and  'Because  'i  f.  Your  Stuff  are  trademarks  ol  Iomega  Corporation,  MMX  is  a  trademark  of 
;l  Corporation,  All  other  trademarks  are  the  properly  of  iheir  lespf   -e  holders  Prices  listed  are  ejlir-uted  Mreel  prices  Actual  prices  may  vary.  Zip  s  compatible  «ith  Windows'?  95, 


Getting  the  lead  out 


Mk  liAKL  Lynton,  37,  chief  executive  of  Pearson's  Pen- 
guin Group,  has  shown  what  can  happen  when  the  stuffy 
British  company  decided  change  was  needed.  He  arrived 
in  September  from  Walt  Disney,  where  he  ran  Hollywood 
Pictures  studi(j  after  founding  Disney  Publishing. 

In  his  first  months  on  the  job  he  bought  mca's  Put- 
nam Berkley  for  $336  million,  creating  a  trade  publisher 
with  $900  million  in  revenues.  The  acquisition  brought 
in  Putnam  Berkley's  cliief  executive,  Phyllis  Grann,  who 
added  her  bestselling  authors  (Tom  Clancy,  Amy  Tan, 
Patricia  Cornwell)  to  Penguin's  fabled  backlist  (Charles 
Dickens,  Evelyn  Waugh,  Saul  Bellow).  Penguin  Group 
recendy  had  25%  of  the  New  York  Times  hcstscWcv  list. 

Lynton's  people  put  the  two  operations  together  in 
near  record  time  and  in  the  process  uncovered  expensive 
accounting  shenanigans  that  had  been  going  on  for  years. 
Lynton  is  the  best  example  of  the  new  aggressive  man- 
agement at  Pearson,  but  he's  not  the  only  one.  Pearson's 
television  division  has  in  two  years  amassed  a  $330  mil- 
lion revenue  production  business  and  a  24%  stake  in 
Britain's  new  terrestrial  station.  Pearson's  Tussauds 
Group  is  spending  $40  million  on  a  65,000-square-foot 
waxworks  extravaganza  on  Times  Square  in  New  York. 

But  at  the  flagship  Financial  Times  (see  story),  events 


Michael  Lynton,  chief  executive  of  the  Penguin  Group 

A  Penguin  Books  accountant  in  New  Jersey  clipped  earnings. 


still  move  rather  slowly. 


-R.C.M. 


match  the  Wall  Street  Journal  in  its 
coverage  of  the  U.S.  it  is  far  ahead  of 
the  Journal  in  global  coverage  and 
global  perspective.  With  113  fijll-  and 
part-time  foreign  correspondents,  it 
has  109  years'  experience  in  spotting 
global  market  trends.  A  recent  article 
on  dwindling  platinum  stocks  in 
Russia,  for  example,  was  accompanied 
by  a  report  on  how  young  Chinese, 
rebelling  against  their  gold-obsessed 
parents,  are  suddenly  snapping  up 
platinum  jewelry,  trebling  Chinese 
demand  in  one  year  to  140,000 
ounces.  This  is  classic  FT.  Valuable 
information,  processed  and  put 
together  in  a  way  that  makes  sense 
rather  than  presented  as  isolated  bits 
of  information. 

Elitist?  Defiantly  so.  Editor  Lam- 
bert is  not  going  to  compete  head  on 
with  the  1.8  million  circulation  Wall 
Street  Journal.  Instead  he  will  modif^' 
the  fT^s  131,000  circulation  interna- 
tional edition  for  U.S.  tastes.  He 
intends  to  devote  12  columns  to  the 
Americas,  rewrite  and  reposition  exist- 
ing international  stories  and  add  a 
New  York-based  columnist.  "We're 
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targeting  American  readers  whose 
business  interests  are  becoming 
global,"  he  says. 

It's  a  sensible  niche  strategy.  The 
big  U.S.  newspapers  have  scaled  back 
foreign  coverage;  so  have  news- 
magazines like  Time  and  Newsweek, 
which  are  increasingly  becoming 
lifest\de  publications.  The  Wall  Street 
Journal  cranks  out  Asian  and  Euro- 
pean editions,  but  its  domestic  paper 
devotes  little  space  to  international 
news  and  obviously  lacks  an  interna- 
tional perspective. 

That  they  ignore 
foreign  news  makes 
sense  for  most  U.S. 
mass  circulation  pub- ' 
lications,  because  tlie 
broad  U.S.  public 
doesn't  much  care 
about  Bosnia,  the 
Congo,  Indonesia 
or  Paraguay. 

But  here's  the 
point:  A  small  but 
growing  part  of  tlie 
U.S.  business  com- 
munity is  deeply 


involved  overseas.  This  segment  con- 
sists of  influential,  affluent  people. 
Presumably  advertisers  of  financial 
services,  top  luxury  goods  and  tech- 
nology want  to  reach  these  highfliers. 
The  Financial  Times  is  aiming  right 
at  them. 

"American  investors,  until  this 
decade,  hardly  put  any  money  outside 
the  U.S.,"  Lambert  says.  "The  figure 
for  U.S.  pension  funds  invested  out- 
side the  U.S.  in  1990  was  4%.  By  the 
vear  2000  it  wifl  be  14%.  That's  an 
$800  billion  increase." 


FIN^ 


Sexist  scienUsts 

I^f^mpant  bias 
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Technology,  Pgge  21 


Stephen  Hill,  the  36-year-old  chief 
executive  at  the  Financial  Times,  says 
the  goal  is  to  get  U.S.  circulation  to 
100,000  within  three  to  four  years. 
That's  a  trebling  in  three  years  but 
fairly  modest  given  the  size  of  the 
U.S.  market. 

Will  the  Wall  Street  Journal  retaii- 
ate  by  becoming  more  global?  Its 
parent,  Dow  Jones,  is  sinking  $650 
million  into  its  struggling  Dow  Jones 
Markets  (formerly  Telerate),  and  there 
is  pressure  from  shareholders  for 
better  profits  from  a  company  whose 
stock  has  sat  out  the  current  bull 
market.  Dow  Jones  management  has 
a  lot  on  its  hands  right  now  and  litde 
time  or  money  to  spend  on  fenciing 
off  the  FT. 

Yet  for  all  the  clarit)^  of  its  market 
focus,  the  FT  invasion  is  no  Normandy 
landing.  "We  will  die  if  we  try  to 
compete  with  die  Journal  'm  U.S.  cov- 
erage," says  Lambert.  "One  of  my 
most  important  jobs  in  going  [to 
New  York]  is  to  tell  our  local  journal- 
ists, 'the  WSJ  led  with  that  story,  fine, 
it's  not  our  story;  please  don't  bother 
me  with  it.'  But  I  think  we  can  deliv- 
er credible  U.S.  coverage."  Lambert 
will  increase  his  U.S.  editorial  staff 
marginally,  to  a  total  of  eight  in  New 
York,  five  in  Wasliington,  three  in  Cal- 
ifornia, one  in  Chicago.  That's  it. 

Nor  will  the  U.S.  ft  be  timely.  The 


Pearson's  new  chairman, 
Dennis  Stevenson,  and  chief 
executive,  IVIarjorie  Scardino 
She  did  wonders  for  The 
Economist  in  the  U.S., 
but  the  FT  will  be 
a  different  proposition. 
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fr's  two  production  sites  are  in  New 
Jersey  and  California,  which  means 
that  many  FT  subscribers  will  have  to 
count  on  late  delivery.  The  Wall  Street 
Journal,  by  contrast,  is  printed  in  17 
plants  across  the  U.S.,  resulting  in 
early  morning  delivery  almost  every- 
where. And  at  $1.50  a  copy  at  the 
newstand,  the  FT  costs  twice  as  much 
as  the  Journal. 

Pearson's  much-talked-about  $160 
million  investment  in  the  FT  includes 
new  sites  for  Singapore  and  northern 
Italy  but  nothing  concrete  for  the 
U.S.  Or  at  least  not  yet.  Hill  says  a 
plant  in  Chicago  is  likely  in  a  few 
years.  Gerald  Reilly,  a  Greenwich, 
Conn. -based  media  broker  is  not 
impressed.  "There  is  no  way  the  FT 
can  have  same-day  delivery  all  over 
the  country,"  he  says. 

Against  these  handicaps,  Scardino's 
team  hopes  to  play  a  card  that  has 
been  effective  in  selling  The  Economist 
in  the  U.S.  In  plain  words,  snob 
appeal.  There  exists  in  die  U.S.  a  trace 
of  Anglophilia,  and  the  somewhat 
lofty  tone  of  the  ft  contrasts  nicely 
with  the  sometimes  forced  folksiness 
of  the  WSJ.  Rather  than  snob  appeal, 
Pearson  people  prefer  to  talk  of 
"brand  awareness."  "The  U.S.  is  a 
very  noisy  place,"  says  Chief  Executive 
Hill.  He  plans  to  spend  some  $9  mil- 
lion a  year  to  cut  through  the  noise 


with  the  message  that  the  FT  is  a  very 
trendy  read. 

But  the  FT  has  no  present  plans  to 
bring  to  the  colonies  one  of  its 
trendiest  assets:  its  redesigned  Satur- 
day paper,  a  weekend  browse  that 
gets  the  mix  between  serious  finan- 
cial news  and  lifestyle  coverage  just 
right  for  a  world-traveling,  college- 
educated  audience.  It's  a  charming 
mix  of  book  reviews,  travels  in 
Provence  and  adventure  in  exotic 
places,  accounts  of  oddball  fossil  col- 
lectors or  controversial  priests  inter- 
viewed at  restaurants  of  their  choice. 
The  FT  is  not  bringing  a  tailored  Sat- 
urday paper  to  America."!  first  want 
to  get  Monday  to  Friday  going,"  says 
Lambert. 

For  such  reasons  there  is  wide- 
spread skepticism  in  die  financial  com- 
munity about  Pearson's  U.S.  invasion. 
Says  Michael  Kupinksi,  media  analyst 
at  A.G.  Edwards:  "It  sounds  like  they 
are  not  willing  to  bet  the  farm." 
Nicholas  Ward  at  Credit  Lyonnais 
Laing  in  London  says:  "What  you 
need  is  a  Rupert  Murdoch  throwing 
real  money  at  a  proper  U.S.  edition  of 
the  FF." 

Maijorie  Scardino  is  at  the  moment 
saying  nothing.  But  she  is  clearly  con- 
vinced that  the  approach  that  made 
The  Economist  a  success  in  the  U.S. 
market  will  work  for  die  FF  as  well.M 
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Visit  our  website  al  www.toyolausa.com  or  write  Toyota,  9  W.  57th  St..  4900-A2,  New  York,  NY  10019  ei997  Toyota  Motor  Corporate  Services  of  North  America,  Inc. 
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In  Georgetown,  Kentucky, 
people  will  proudly  tell  you  stories  about  their 
legendary  thoroughbred  horses.  Champion 
racers,  with  familiar  names  like  Citation, 
Whirlaway  and  Man  o'  War. 

They  might  also  brag  a 
little  about  some  other  homegrown  success 


Motor  Manufar/ 


'Kentucky,  ^S'^ 

Stories.  And  rightfully  so.  Because  the 
400,000  Camrys  and  Avalons  built  every 
year  by  the  people  of  Toyota  Motor 
Manufacturing  in  Georgetown  are  winning 
hearts  around  America  -  and  the  world. 

In  every  place  where 
Toyotas  are  built  -  from  Australia,  to  Thailand, 
to  Kenya  -  the  cars  and  trucks  that  are  pro- 
duced there  reflect  the  pride  of  the  people 
who  build  them.  Because,  not  coincidentally, 
they  are  also  the  people  who  drive  them. 

Here  in  the  U.S.,  Toyotas 
are  being  designed  by  Californians,  tested  in 
Arizona  and  Michigan,  built  in  Kentucky, 
California,  and  soon  in  Indiana  as  well.  In 
fact,  more  than  half  the  Toyotas  sold  in 
America  are  built  by  Americans. 

Toyota  understands  that 
growth  in  the  global  marketplace  only  comes 
when  there  is  a  deep  understanding  and 
respect  of  the  unique  qualities  and  needs  of 
local  operations  and  people.  That's  why, 
around  the  world,  we  invest  in  local  design, 
local  manufacturing,  parts  and  jobs. 

Sure  it  makes  good  busi- 
ness sense  for  Toyota.  But  it  also  makes  for 
increased  competitiveness  and  growth  in  the 
economies  where  we  do  business. 

It's  a  win/win  situation. 
And  if  there's  one  thing  the  people  of 
Kentucky  know  -  it's  how  to  produce  a  winner. 

TOYOTA  People  Drive  Us 


For  years  Dow  Jones  loftily  refused  to  let  its  name 
appear  on  financial  products.  With  angry  shareholders 
demanding  profits,  it  is  becoming  less  picky. 

Licensing  the 
family  name 


By  Bruce  Upbin 

For  15  years  McGraw-Hill  Inc.  has 
licensed  its  Standard  &  Poor's  trade- 
mark to  manufacturers  of  financial 
products  and  to  the  exchanges  where 
the  products  trade.  Today  33  mutual 
fiind  companies  offer  s&P  500  index 
funds.  s&P  100  index  options  and 
s&P  500  index  options  and  futures 
contracts  are  the  worldwide  volume 
leaders  in  their  industry. 

Every  time  an  S&P  futures  options 
contract  trades,  McGraw-Hill  collects 
about  a  dime.  Standard  &  Poor's 
depositary  receipts,  called  Spiders,  are 
often  the  most  actively  traded  securi- 
ties on  the  American  Stock  Exchange. 

Big  money  for  McGraw-Hill.^  Not 
big  money  but  found  money.  Elliott 
Shurgin,  chairman  of  the  s&P  index 
committee,  says  McGraw-Hill  earns 
royalties  in  the  "mid-seven  figures" 
from  financial  product  licensing.  A 
nice  piece  of  change  that  requires  no 
work  yet  constantly  reinforces  the 
Standard  &  Poor's  name  in 
the  financial  marketplace. 

How  crass!  That  for  years 
has  been  the  attitude  at 
Dow  Jones  &  Co.  The 
publisher's  market 
index,  the  Dow  Jones 
industrial  average,  is 
the    most  closely 
watched  stock  indi- 
cator    in  the 
world,    a  very 
powerful  brand 
name.  Yet 
there  are  no 
Dow  Jones 
industrials 
index 
funds. 


No  DJIA  futures  contracts.  No  puts  or 
calls  on  the  Dow  Jones  industrial 
averages,  transportation  stocks  or — 
until  this  February — any  indexes  at  all 
bearing  the  Dow  Jones  label. 

Why  not?  Dow  Jones  has  refused 
to  license  the  name,  even  suing  the 
Chicago  Board  of  Trade  in  the  1980s 
to  stop  the  CBOT  from  listing  a  Dow- 
linked  fiitures  option. 

But  Dow  Jones  is  no  longer  in  a 
position  to  sneer  at  potential  sources 
of  revenue.  The  management  timidi- 
ty described  in  the  Forbes  cover 
story  of  Feb.  3,  1992  has  finally  led 
to  a  modest  uprising  among  share- 
holders. So  guess  what?  Earlier  this 
year  Dow  Jones  permitted  the  Pacif- 
ic Exchange  to  start  trading  options 
and  the  Chicago  Mercantile 
Exchange  to  start  trading  futures  and 
futures  options  on  the  Dow  Jones 
Taiwan  Stock  Index.  An  average  of 
40  such  index  contracts  are  traded 
daily  on  the  Pacific  Exchange.  This  is 
meager,  but  it's  a  start. 

Earlier  this  year  Dow  Jones  hired 
Merrill  Lynch  for  advice  on  negotiat- 
ing with  the  exchanges.  Dow  Jones' 
lead  flack,  Richard  Tofel,  will  say  only 
that  it  is  "premature"  to  speculate  on 
what  financial  products  may  roll  out 
carrying  the  Dow  Jones  tag. 

If  it  licenses  the  Dow  Jones  indus- 
trials name  as  broadly  as  McGraw- 
Hill  has  licensed  the  Standard  & 
Poor's  name,  Dow  Jones  might  col- 
lect around  $5  million  a  year  in  roy- 
alties, only  five  cents  or  so  a  share. 
But  more  than  money  is  at  issue. 
"The  real  threat  [from  not  licensing 
the  name]  over  time  to  the 
Dow  Jones  industrial  aver- 
age is  losing  its  position  as 
the  marquee  player,"  says 
Charles  Kaplan,  presi- 
i  dent  of  the  derivatives 
advisory  firm  Equity 
Analytics. 

He  makes  a  good 
point:  Not  only  is 
the  brand  name  a 
potential  source 
,    of  revenue,  but 
more  frequent 
reiteration  in 
the  media 
would  rein- 
force its 
value.  H 
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The  nib  is 


STILL  SLIT 


BY  HAND 


BARELY  THICKER 


THAN  A 


WTT\/fAXT  UATD 


AND  YOU  THOUGHT 


threading  a  needle 


WAS  DIFFICULT. 


It  requires  years  of  experience  and  a  steady 
and  to  slit  the  nib  of  the  PARKER  DUOFOLD 
.ed  Jasper.  The  disk,  a  mere  .005  of  an  inch 
ti  thickness,  must  hit  its  mark  exactly. 

Once    slit,    each    individually  embossed 


18K  gold  nib  is  polished  to  a  high  lustre.  All 
told,  it's  a  process  that  takes  several  days  to 
complete.  But  given  the  results,  it  is  time  well 
spent.  Like  all  of  our  writing  instruments,  the 
PARKER  DUOFOLD  has  a  lifetime  guarantee. 


A  PARKER  IS  IN  THE  DETAILS  ^  PARKER 


If  you  want  to  sell  robots,  don't  call  them  that. 
Call  them  "autonomous  delivery  systems." 

PRI's  non-robot 
robots 

By  Scott  Woolley 


A  NICE  CHIP  FACTORY  these  days  will 
run  you  $2.5  billion,  equipped,  and 
last  for  only  three  years.  That  amor- 
tizes to  $2.3  million  a  day,  or  $1,600 
a  minute.  So  every  minute  counts. 

On  such  economics  Billerica, 
Mass. -based  PRI  Automation  has  built 
a  thriving  business  selling  robots  to 
manufacturers  of  integrated  circuits. 
A  typical  PRi  installation  in  a  chip 
factory  costs  between  $10  million 
and  $20  million  and  generates  a  gross 
margin  to  PRi  of  nearly  50%.  Semi- 
conductor makers  are  happy  to  pay 
if  the  robots  can  save 
a  few  minutes  here 
and  there  on  a  bil- 
lion dollars'  worth  of 
equipment. 

PRl's  smart,  small 
robots  zip  around 
maybe  six  Intel 
plants — Intel  and  PRI 
are  cagey  about  the 
exact  number — pick- 
ing up  silicon  wafers 
and  ferrying  them 
among  the  350 
machines  it  takes  to  build  a  Pentium 
chip.  Unlike  humans,  the  robots 
never  drop  a  stack  of  wafers  (a  mil- 
lion-dollar mistake).  They  never 
deliver  them  to  the  wrong  station. 
They  never  whisk  the  wafers  through 
the  air  at  a  rate  that  could  make  them 
pick  up  tiny  airborne  contaminants. 
As  chipmaking  becomes  ever  more 
precise,  says  PRI  President  Mitchell 
Tyson,  the  more  things  tiiere  are  that 
humans  just  can't  do  as  efficiently. 
He  adds,  "Our  machines  don't  have 
to  go  to  the  bathroom." 

Eight  years  ago  Tyson  sold  Intel 
on  the  potential  gains  of  using  smart 
robots  in  a  chip  plant,  rather  than 
dumb  cars  pushed  around  a  moving 


One  of  PRI's  independent- 
minded  robots;  Ctiairman 
Mord  Wiesler  and 
President  Mitch  Tyson 
The  Japanese  don't 
own  this  business. 


track.  Tyson,  an  MIT- 
trained  engineer, 
switched  the  name  to 
just  PRI  and  nixed  die 
use  of  the  word 
"robot,"  saying  the 
science-fiction-sounding  term  made 
the  technology  seem  too  fanciful. 
"Delivery  systems"  sounds  more  reli- 
able. A  board  that  might  hesitate  to 
spend  big  on  robots  would  easily  go 
for  one  of  those. 

In  a  PRi-automated  plant,  a  track 
snakes  around  the  ceiling  like  an 
upside-down  model  railroad.  Robots, 
looking  a  bit  like  individual  boxcars, 
run  along  the  track.  Unlike  boxcars, 
the  100  or  so  robots  are  self-pro- 
pelled and  know  where  they  need  to 
go.  A  single  robot  breakdown  does 
not  stop  the  production  line. 

Contrast  these  with  the  materials- 
handling  robots  made  by  Daihaku,  a 
Japanese  firm  with  a  dominant  posi- 


tion in  such  robots  for  car  factories. 
Daifliku's  robot  loaders  are  propelled 
by  the  track.  If  the  Daifuku  track 
breaks  down,  all  the  cars  stop. 

It  took  Intel  a  year  and  a  half  of 
testing  to  agree  to  try  a  PRI  system  in 
one  of  its  factories  in  1990.  More  than 
90%  of  the  chip  factories  built  in  the 
U.S.  and  Europe  last  year  use  PRi's 
robots.  They  pushed  PRi's  net  income 
in  the  last  12  months  up  37%,  to  $15 
million  on  $141  million  in  revenue. 
The  foreign  market  remains  poten- 
tially huge.  In  Japan 
g  not  a  single  factory 
8  uses  PRI  equipment. 
I  Most  of  Japan's  chip 
m  manufacturers  have 

0  never  bought  any- 
^  thing  but  Daifuku 

1  and  have  longstand- 
ing personal  ties 
with  that  company. 
Still,  the  43 -year-old 
Tyson  figures  pri's 
superior  technolog)' 
will  eventually  sell 
itself,  even  in  Japan. 
He  and  Mordechai 

Wiesler,  the  company's  chairman  and 
founder,  have  recently  succeeded  in 
cracking  Asia's  other  big  markets,  sell- 
ing systems  in  Taiwan  and  Korea. 

Wall  Street  is  betting  on  that 
growth,  trading  PRI  at  a  rich  38  times 
last  year's  earnings  of  95  cents  a  shaix. 

Next  year  chip  factories  will  start 
using  12 -inch  wafers  of  silicon  to 
make  their  chips,  instead  of  today's  8- 
inch  wafers.  The  more  expensive  and 
heavier  the  wafers,  the  more  good 
robots  can  do.  And  the  more  money 
there  is  in  them.  If  present  trends 
continue,  chip  plants  put  up  in  2002 
will  cost  $5  billion  to  $10  billion 
apiece.  Tyson  hopes  to  capture  2%  to 
3%  of  that  higher  price  tag. 

The  bigger  take  will  attract  com- 
petitors, but  they  will  confront  the 
same  entry  barriers  that  PRI  confront- 
ed: months  of  testing  before  a  cus- 
tomer will  take  a  chance  on  a  new 
supplier.  Asyst  Automation  ran  into 
that  barrier  two  years  ago.  When  the 
Fremont,  Calif.-based  company  tried 
to  enter  the  market,  it  found  only 
one  taker,  a  Siemens  factory  in  Dres- 
den. Asyst  has  since  bailed  out  of  the 
market.  Siemens,  Tyson  gloats,  had 
to  call  in  pri.  H 
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? 


or  was  it  the  miles? 


•f  course,  nobody  worships  miles  like  they 
3  heroes.  But  when  you  use  your 
itibank  A^Ad vantage®  card,  you'll 
arn  one  AAdvantage  nnile  on 
merican  Airlines®  for  every  dollar 
Du  spend."  And  over  12  million 


A^A  CmBAN<0 

Zlll  Aiiftdvantage- 

A^A  CmBAN<0^ 


4128  0012  345b  IS'IO 


02/95  01/11/98  CV 
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J 


wJ 


locations  gladly  accept  the  Citibank 
AAdvantage  card.  So  you'll  have  plenty 
of  opportunity  to  earn  miles  when 
you  tip  your  cap  to  the  old  greats. 
To  apply,  call  I-800-FLY-4444. 


Never  miss  another  mile. 


•The  maximum  number  of  AAdvantage  miles  you  can  earn  with  the  Crtibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan-Dec  billing  statements)  American  Airlines  /^Advantage  Platinum*and  /^Advantage  Gold" 
i  embers  are  excluded  from  this  limit  Amencan  Airlines,  AAdvantage.  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  Amencan  Airlines,  Inc  American  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  nsgulations. 
I  travel  awards  anrt  snerial  offers  at  anytime  with, ml  noiirf  inrit-.  p!«j  the  AAA  in'aje  pro?r,im  wrth  u  morihs  notice  Th^  Cj'ibant  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.  A.  ©I  997  Citibank  (South  Dakota),  N,A  Member  FDIC 
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f  Hawaii 


Hawaii  is  a  nice  place  to  visit, 

but  you  wouldn't  want  to  do  business  there. 


By  Seth  Lubove 


"Company?  Company?  Company?" 
pleads  the  bleached- blonde  prostitute 
on  Honolulu's  Kalakaua  Avenue  one 
recent  evening.  The  masses  of  Japa- 
nese tourists  ignore  her  barely  cov- 
ered assets.  Another  busty  street- 
walker grabs  a  young  Japanese  by  the 
arm.  Even  Honolulu's  hookers  have 
to  hustle  harder  for  business  in 
Hawaii's  struggling  economy,  now  in 
the  sixth  year  of  a  fiink. 

Check  out  the  local  headlines: 
"Welfare  cases  in  isles  grow  by 
20%" 

"Officials  urge  action  to  curb 
homeless" 

"Isle  business  failures  hit  record." 

The  Japanese  tourists  still  come, 
but  with  the  yen  off  about  a  third 
fi-om  two  years  ago,  visiting  Japanese 
are  leaving  fewer  dollars  in  local  tills. 
Where  they  used  to  clog  the  luxury 
stores  at  Honolulu's  ritzy  Ala  Moana 
mall,  the  transpacific  visitors  now 
swarm  over  Oahu's  outlet  stores, 
Wal-Marts  and  Kmarts. 

Wall  Street  booms.  Greenspan  has 
to  keep  the  U.S.  mainland  economy 
on  a  tight  leash,  but  the  listless 
Hawaii  economy  is  growing  at  less 
than  1%  a  year.  Bums  wander  down- 
town Honolulu,  where  landlords  are 
facing  nearly  20%  vacancies.  Hawaii's 
brightest  college  graduates  flee  for 
better  opportunities.  Except  on  Maui 
{see  box,  p.  70),  population  growth 


has  slowed  to  a  trickle. 

Few  see  a  rebound  soon. 

"I  hate  to  sound  like  a  Cassandra, 
but  I  genuinely  regret  that  we 
haven't  found  the  bottom,"  says 
Andre  Tatibouet,  chairman  of  Aston 
Hotels  &  Resorts  Inc.,  a  29-proper- 
ty  chain  based  in  Honolulu.  "People 
are  very  quietly  scared  to  death." 

Hawaii's  woes  are  mainly  self-cre- 
ated. A  union-backed  Democratic 
majority  in  the  state  legislature  took 
advantage  of  a  cyclical  boom  in  the 
late  Eighties  to  load  new  taxes  and 
cosdy  mandates  onto  local  business. 
The  taxing  and  regulating  has  been  a 
job-killer. 

The  state's  annual  budget  comes 
to  around  $5,270  per  Hawaiian. 
That  compares  with  $2,980  in  Cali- 
fornia. It  amounts  to  almost  19%  of 
the  islands'  gross  economic  output. 

A  Hawaiian  can't  turn  around 
without  being  taxed.  Among  the 
more  detested  revenue-raisers  is  an 
excise  tax  of  up  to  4%  that  applies  to 
virtually  all  goods  and  services.  Mul- 
tiple levies  of  the  tax  are  often  built 
into  the  islands'  prices.  Hawaii's  top 
income-tax  rate  is  10%,  and  it  kicks  in 
at  around  $20,000,  thus  catching 
most  full-time  workers.  Even  in 
taxed-to-the-eyeballs  New  York  City 
the  combined  city  and  state  top  rate 
(over  12%)  kicks  in  at  $65,000. 

Where  you  have  high  government 
spending,  you  have  a  huge  bureau- 
cracy— and  huge  bureaucracies  con- 
trol lots  of  votes.  The  powerful 
United  Public  Workers  union  and  its 
feared  president,  Gary  Rodrigues, 
have  stymied  spending  reforms. 
Rodrigues  sued  when  the  mayor  of 
the  Big  Island  of  Hawaii  proposed 
privatizing  the  public  landfill  in 
1993  and  transferring  ten  of  its 
workers  to  other  jobs  with  the  gov- 
ernment or  a  private  contractor.  The 
state  supreme  court  held  for  the 
union,  jeopardizing  public-private 


contracts  across  Hawaii. 

The  state's  voters  last  November 
approved  a  constitutional  convention 
that  could  have  permitted  private 
companies  to  compete  with  govern- 
ment operations  in  things  like 
garbage  pickup  and  parks  manage- 
ment; Rodrigues  and  the  unions  sued 
again.  In  March  the  state  supreme 
court  in  effect  backed  Rodrigues. 

All  five  of  the  supreme  court  jus- 
tices are  appointees  of  former  gover- 
nor John  Waihee,  a  liberal  Democrat 
who  ran  the  state  from  1986  to 
1994.  These  jurists  recentiy  ruled  in 
favor  of  same-sex  couples  who  want 
to  marry.  That  ruling,  coupled  with  a 
new  state  law,  opens  the  door  to  a 
new  class  of  beneficiaries  for  the 
state's  already-generous  health  insur- 
ance program. 

So  business  votes  with  its  feet. 
Growth  companies  such  as  VeriFone 
have  chosen  to  move  their  main 
operations  out  of  state.  Bancorp 
Hawaii,  parent  of  Bank  of  Hawaii 
and  one  of  only  a  handful  of  major 
financial  institutions  based  on  the 
islands,  is  diversifying  elsewhere  in 
the  Pacific  Rim. 

Today's  semisocialist  welfare  state 
grew  up  originally  as  a  reaction 
against  the  oligarchy  of  land-owning 
corporations — ^Alexander  &  Baldwin, 
Amfac,  Castle  &  Cooke,  C.  Brewer 
and  Theo  H.  Davies  &  Co.— that 
long  dominated  the  economy.  The 
reaction  resulted  in  passage  of  scores 
of  regulations  aimed  at  protecting 
workers  and  small-scale  businesspeo- 
ple  from  the  concentrated  power  of 
the  large  estates.  For  example,  restric- 
tive zoning  has  preserved  uneco- 
nomical agricultural  land — and  dwin- 
dling agricultural  jobs — that  could  be 
put  to  more  productive  use. 

The  old  business  oligarchs  are 
either  gone  or  remain  as  shadows  of 
their  former  selves.  In  their  place  is 
the  oligarchic  government  and  its 
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Japanese  bargain  hunters;  probusiness  pols 
5  Sam  Slom  and  Quentin  Kawananakoa 
%  Every  week  Slom  recites  obituaries 

of  Hawaiian  businesses. 


union  bosses.  It's  a  kind  of  runaway 
populism  that  replaced  the  old-time 
paternahsm. 

Take  health  insurance.  Under  a 
law  passed  in  1974  employers  must 
pay  virtually  all  of  workers'  insurance 
premiums.  In  practice  this  often 
means  employees  get  a  free  ride. 
Denise  Walker,  co-owner  of  a  small 
environmental  and  geologic  consult- 
ing firm  with  offices  in  Hilo  and 
Honolulu,  pays  $1,800  a  month  for 
health  insurance  for  six  employees; 
they  pay  nothing.  She  says  it's  cheap- 
er for  her  to  cover  the  full  tab  than 
to  fill  out  the  paperwork  that  would 
establish  the  employees'  share.  Add 
to  this  a  workers'  compensation 
system  that  presumes  all  injuries  were 
caused  on  the  job.  Says  Walker:  "I 
can't  afford  any  more  employees." 
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Red  tape  inhibits  the  all-important 
hotel  industry.  Honolulu  imposed 
building  and  design  restrictions  on 
Waikiki  Beach  in  the  1970s  and  sub- 
sequently set  a  cap  of  about  33,000 
hotel  rooms.  The  owners  of  existing 
hotels  are  happy  with  their  privileged 
status,  but  with  no  new  hotels  the 
area  has  a  faded  look  today.  Says  Paul 
Brewbaker,  vice  president  and  chief 
economist  of  Bank  of  Hawaii:  "It 
[the  moratorium]  had  the  perverse 
outcome  of  preventing  Waikiki  from 
undertaking  the  changes  that  could 
allow  the  area  to  reinvent  itself,  like 
Las  Vegas." 

If  they  want  to  build,  developers 
on  Oahu  must  wade  through  at  least 
two  separate  bureaucracies — the 
building  department  for  permits  and 
the  department  of  land  utilization  for 
aesthetic  approval.  If  the  land  uti- 
lization department  forces  changes  in 
the  design  of  the  building,  it's  back 
to  the  building  department  for  more 
permits — Hawaiian  ping-pong.  If 
natural  water  flow  is  affected  in 
Hawaii,  developers  must  plead  to  the 
state's  water  commission  in  Honolu- 
lu for  a  variance.  This  is  an  agonizing 
process  that  can  take  years. 

"The  pineapple  and  sugar  indus- 
tries have  died,  but  their  zoning 
[protection]  lives  on,"  grumbles 
Norman  Sakamoto,  a  construction 
company  owner  and  state  senator. 

Some  of  the  island's  tourism 
bureaucrats  are  trying  to  funnel 
Japanese  tour  groups  to  Hilo  on  the 
Big  Island  of  Hawaii,  where  an  air- 
port runway  was  recendy  lengthened 
to  accommodate  direct  international 
flights.  Typical  bureaucratic  mind- 
set: Try  to  tell  the  tourists  where  to 
go  rather  than  find  out  where  they 
want  to  go.  Japanese  usually  go  to 
Hawaii  not  to  laze  on  the  beach  but 
to  shop  and  gawk  at  Pearl  Harbor. 
They  aren't  impressed  by  the  largely 
undeveloped  Big  Island. 

As  if  all  this  weren't  daunting 
enough,  native  Hawaiians  are 
demanding  government  compensa- 
tion for  what  their  advocates  claim 
was  the  illegal  taking  of  their  land 
more  than  a  century  ago. 

Given  the  tendencies  of  the  state's 
top  court,  the  dispute  is  no  laughing 
matter.  It  was  cited  by  Standard  & 
Poor's  in  its  recent  downgrading  of 
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Wh'AVs  time 
to  a  biireaucrati 

Hawaii's  third  most  popu 
lous  island,  with  1 17,000 
foil  time  inhabitants,  Maui 
is  an  exception  to  the 
state's  economic  stagna- 
tion. While  Hawaii  as  a 
whole  has  lost  jobs  every 
year  since  1993,  the 
county  of  Maui  (including 
two  smaller  isles)  has 
added  jobs  in  three  of  the 
past  four  years,  notes  a 
First  Hawaiian  Bank 
report. 

Since  1991  Maui's 
mayor  has  been  Linda 
Crocket  Lingle,  44.  She 
runs  a  probusiness  admin- 
istration. Her  finance 
director  is  a  former  senior 
manager  at  Boeing;  the 
parks  director  was  a  Dole 


Food  executive;  her  plan- 
ning director  was  a  senior 
vice  president  of  C. 
Brewer  Homes. 

"Early  on  we  made 
everyone  in  government 
understand  that  everything 
we  do  affects  the  [local] 
economy  and  the  strength 
of  the  economy  affects  our 
quality  of  Ufe,"  says  Lingle, 
who  won  reelection  in 
1994  on  the  heavily  Demo- 
cratic island.  "To  the  aver- 
age government  worker 
time  has  no  inherent  value 
because  they  will  get  a 
check  no  matter  what.  We 
needed  to  get  them  to 
understand  that  time  has 
value  to  the  economy." 

Elsewhere  in  Hawaii, 
acquiring  permits  for 
simple  building  projects 
can  be  agonizingly  slow. 
Lingle  instituted  a  fast- 


track  permitting  program 
for  projects  under 
$125,000  that  allows 
builders  to  begin  work 
within  days  of  when  they 
apply  for  a  permit.  A  simi- 
lar process  for  bigger  proj- 
ects helped  get  Maui's 
415-acre  high-tech 
research  park  off  the 
ground  in  record  time  in 
the  early  1990s.  Anchored 
by  a  $65  million  Depart- 
ment of  Defense  super- 
computer center  that 
crunches  data  from  a 
nearby  $123  million  satel- 
lite-tracking telescope,  the 
park  aims  to  become  the 
"information  technology 
center  of  the  Pacific,"  says 
Brett  Klys^er,  director  of 
development. 

Alas,  Maui  can't  fijlly 
escape  tlie  state's  bureau- 
cratic grip.  Lingle  would 


Uke  to  eliminate  the  state's 
land  use  and  water  com- 
missions, big  regulatory 
departments  in  Honolulu 
that  duplicate  similar 
county  fonctions.  But  that 
would  threaten  the  power 
base  of  state  Democrats. 

"Management  rights 
have  been  negotiated  away 
because  the  [politicians] 
doing  the  negotiating 
depend  upon  the  support 
of  the  public  employee 
union  leadership  to  help 
them  stay  in  office — ^you 
can  see  the  inherent  con- 
flict," says  Lingle.  She  is 
being  mentioned  as  a  pos- 
sible challenger  to  Gover- 
nor Benjamin  Cayetano  in 
next  year's  election.  Per- 
haps the  state  is  finally 
waking  from  its  long  pop- 
uiist  slumber. 


Denise  Walker,  a  small-business  owner  paying  the  price  of  Hawaii's  populism 
"I  can't  afford  any  more  employees." 


Hawaii's  debt  to  single  A.  It  has 
alarmed  title  insurers,  which  have 
hiked  premiums  on  contested  land. 
"As  if  we  don't  have  enough  to  worry 
about,"  sighs  banker  Brewbaker. 

Samuel  Slom,  formerly  Bank  of 
Hawaii's  chief  economist  and  now 
owner  of  a  convention  speaker  ser- 
vice and  two  other  small  businesses, 
was  elected  last  November  to  the 
state  senate,  where  he  joins  Whitney 
Anderson  as  the  body's  second 
probusiness  Republican.  That  makes 
it  2  Republicans  against  23  Demo- 
crats. (The  state  House  is  controlled 
by  the  Democrats  by  better  than  a  3- 
to-1  margin,  although  pro-business 
Republicans  such  as  Quentin 
Kawananakoa  are  gradually  getting 
elected.) 

Ev£ry  week  Slom  rises  to  recite 
obituaries  of  Hawaiian  businesses 
that  have  gone  bankrupt  or  fled  to 
the  mainland  while  many  in  the 
majority  party  across  the  aisle  sit 
stone-faced. 

At  a  time  when  even  former  social- 
ist countries  are  going  the  free  enter- 
prise route,  this  small  part  of  the  U.S. 
remains  mired  in  a  half-baked  form 
of  socialism.  H 
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Surrendering  to  the 
multiculturalists 


BY  THOMAS  SOWEU 


Dr.  Thomas  Soweli  is 
an  economist  and  a 
senior  fellow  at  the 
Hoover  Institution  in 
Stanford,  Calif. 


One  of  the  complaints  against  the  media 
during  the  1996  election  campaign  was  that 
they  concentrated  on  tlie  "horse  race"  aspect 
of  politics — who  was  ahead  in  the  polls,  how 
much  campaign  money  and  how  many 
endorsements  each  candidate  had,  etc. — 
rather  than  on  the  substance  and  merits  of 
the  issues  facing  the  nation  and  the  voters. 

Harvard  professor  Nathan  Glazer's  new 
book  on  multiculturalism  likewise  concen- 
trates on  the  horse  race  aspects  of  the  issues 
involved.  His  very  title — We  Are  All 
Multiculturalists  Now — announces  the  out- 
come of  the  horse  race:  We  have  met  the 
enemy  and  we  are  his. 

Professor  Glazer  points  out  that  multicul- 
turalism already  pervades  the  curriculum  in 
schools  and  colleges  across  the  country.  This 
includes  Afrocentric,  feminist  and  other  "per- 
spectives." Studies  show  that  more  of  today's 
students  can  tell  you  who  Harriet  Tubman 
was  than  know  tliat  Abraham  Lincoln  issued 
the  Emancipation  Proclamation.  Again  and 
again,  Glazer  regales  us  with  how  multicultur- 
alism is  advancing  on  all  fronts,  emphasizing 
the  "inescapability"  of  what  is  happening, 
"how  complete  has  been  the  victory  of  multi- 
culturalism in  the  public  schools  of  America," 
and  other  expressions  of  a  kind  of  "wave  of 
the  future"  view  of  multiculturalism. 

Glazer  himself  does  not  agree  with  much 
that  is  done  in  the  name  of  multicultural- 
ism and  tells  us  why.  But,  for  reasons 
unknown,  he  seems  to  think  that  the  ques- 
tion is  how  he  could  convince  multicultur 
alists  who  believe  the  opposite.  "I  do  not 
know  how  I  would  persuade  someone" 
with  the  multiculturalists'  criticism  of 
American  society,  he  says. 

Obviously,  you  are  never  going  to  con- 
vince people  whose  careers,  clout  or  psy- 
ches depend  on  promoting  multicultur- 
ali.sm.  But  why  should  convincing  them 
be  the  issue,  instead  of  warning  others 
and  counter-attacking.^ 

Although  Glazer  says  that  multicul- 
turalism "has,  in  a  word,  won,"  it  is  nev- 


ertheless surprising  to  find  him  going  beyond 
that  pragmatic  assessment  to  offer  apologetics 
for  multicultural  mendacity.  He  mentions  "a 
controversy  over  the  movie  The  Liberator, 
which  depicted  black  soldiers  as  being  among 
those  who  liberated  the  concentration  camps" 
in  World  War  II,  presumably  "as  a  way  to 
improve  black- Jewish  relations."  Glazer's 
remarkable  response  is  this: 

What  should  be  done  about  the  assertions 
of  historians  who  know  the  details  that  the 
facts  were  not  exactly  as  presented,  that 
black  soldiers  were  not  among  those  who 
first  reached  the  camps?  In  a  larger  sense, 
black  soldiers  were  in  the  army  that  liberat- 
ed the  camps.  Should  the  movie  have  been 
shown  to  children?  I  am  not  taking  a  stand 
on  the  matter,  but  one  must  respect  the 
good  will  of  those  who  made  the  movie. 

Since  when  is  the  truth  a  "detail".^ 
Moreover,  the  movie  did  not  say  that  black 
troops  had  helped  liberate  the  camps  "in 
some  larger  sense."  And  hasn't  three-quarters 
of  a  century  of  similar  doubletalk  from 
Communists  sufficiendy  sickened  us  to  our 
stomachs.^ 

While  multiculturalists  often  get  the  benefit 
of  the  doubt  in  this  book,  American  society 
does  not.  To  Glazer,  racial  problems  in 

America  today  are  due  to  "the  fun- 


Now 

GIATB 


While  multi- 
culturalists often 
get  the  benefit  of 
the  doubt  in  this 
book,  American 
society  does  not. 
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damental  refusal  of  other  Americans  to  accept 
blacks."  Low  rates  of  intermarriage  are  cited 
as  part  of  this  indictment,  since  intermarriage 
"marks  the  highest  degree  of  social  accep- 
tance." Perhaps  the  most  remarkable  pro- 
nouncement in  the  book  is:  "Multiculturalism 
is  the  price  America  is  paying  for  its  inability 
or  unwillingness  to  incorporate  into  its  soci- 
ety African-Americans,  in  the  same  way  and 
to  the  same  degree  it  has  incorporated  so 
many  groups." 

In  other  words,  it  is  society's  fault  because 
"we"  did  not  do  enough  for  "them."  Society 
is  apparently  to  blame  when  people  do  not 
get  what  they  want  nor  achieve  die  statistical 
parity  that  onlookers  want. 

This  whole  story  looks  radically  different  if 
you  do  not  share  the  arbitrary  assumption  of 

When  it  comes  to  blacks,  the  whole  orientatioii  of 
Glazer's  book  is:  What  can  *Sve"  do  for  *them"? 
Frederick  Douglass  answered  this  question  more 
than  a  century  ago. 


the  1960s  that  the  lowering  of  barriers  was  the 
key  to  the  economic  advancement  of  blacks.  I 
did  not  share  that  assumption  then  or  now. 
What  I  believed  then — and  am  even  more 
convinced  of  now,  after  decades  of  research  on 
ethnic  groups  around  the  world — is  that  the 
internal  development  of  the  skills,  aptitudes 
and  orientations  necessary  for  economic 
advancement  ("human  capital"  as  economists 
call  it)  was  the  key  and  that  much  of  what  was 
being  said  in  the  name  of  civil  rights  was  a 
fatal  distraction  fi"om  such  self-development. 
Jim  Crow  laws  needed  to  be  ended,  simply 
because  they  were  wrong,  but  no  economic  or 
social  miracles  should  have  been  expected  to 
follow  from  that  or  from  anti-discrimination 
legislation.  When  the  Civil  Rights  Act  of  1964 
was  still  making  its  way  through  Congress,  1 
wrote  to  a  friend: 

Perhaps  if  the  omnibus  civil  rights  bill  goes 
through  Congress  undiluted,  the  bitter  anti- 
climax that  is  sure  to  follow  may  provoke 
some  real  thought  in  quarters  where  slogans 
and  labels  hold  sway  at  the  moment. 
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OBStKVATIONS 


What  I  did  not  expect  was  that  this  bitter 
anti-climax  would  lead  only  to  still  mt)re 
demands  for  even  more  expansive  notions  of 
what  were  "civil  rights,"  including  affirmative 
action,  multiculturalism  and  the  like.  Still  less 
did  I  expect  that  the  failure  of  anti-discrimi- 
nation laws  to  produce  what  only  an  increase 
in  human  capital  could  produce  would  be 
taken  as  evidence  that  discrimination  was  still 
going  strong,  only  so  devilishly  concealed 
that  we  could  not  see  it.  Although  the  phrase 
"glass  ceiling"  is  associated  with  the  feminist 
movement,  its  underlying  assumptions  are  the 
same — that  the  absence  of  evidence  (the 
glass)  is  only  fiirther  proof  of  the  evil  (the 
ceiling).  That  way  lies  Alice  In  Wonderland — 
or  multiculturalism. 

What  were  the  options  for  black  civil  rights 
leaders  and  for  their  white  sympathizers  when 
the  expected  economic  results  did  not  materi- 
alize after  the  civil  rights  victories  of  the 
1960s?  Say  that  attention  now  needed  to  be 
turned  inward,  toward  the  self-development  of 
blacks:  Or  blame  whitey  for  being  even  more 
evil  and  Machiavellian  than  we  thought?  The 
first  choice  would  only  enable  their  hated  (and 
often  hateftil)  enemies  to  say,  "I  told  you  so." 
The  second  choice  not  only  avoided  this 
galling  anti-climax  to  all  their  struggles,  it 
opened  up  broader  vistas  of  power,  glory  and 
the  political  spoils  of  a  never-ending  crusade. 
Who  should  be  surprised  at  the  choice  they 
made?  What  is  surprising  is  not  the  direction 
they  took  but  how  many  others  they  took  with 
them — not  just  the  hustlers  in  "black  studies" 
and  Afrocentrism,  nor  even  much  of  the  liberal 
media,  but  even  scholars,  now  including  a  dis- 
tinguished scholar  like  Nathan  Glazer. 

Whoever  said  that  the  only  choice  was  that 
between  the  assimilationist  model  and  multi- 
culturalism as  we  know  it,  or  that  "accep- 
tance" was  either  the  highest  goal  or  a  pre- 
requisite for  advancement?  Acceptance  usually 
hes  at  the  end  of  the  road  of  achievement, 
not  at  the  beginning.  Moreover,  the  fact  that 
the  social  evolution  of  blacks  has  not  followed 
the  blueprint  that  Glazer  and  others  laid  out 
is  not  a  mandate  for  the  same  mistaken  peo- 
ple to  lay  out  another  blueprint  now.  That 
would  be  like  asking  Robert  McNamara  to 
lead  us  into  another  Vietnam. 

When  it  comes  to  blacks,  the  whole  orien- 
tation of  Glazer's  book  is:  What  can  "we"  do 

Despite  popular  fictitious  history,  insistently 
promoted  and  endlessly  repeated,  black  economic 
advaiicement  began  well  before  the  civil  rights 

legislation  of  the  1960s. 


for  "them"?  Frederick  Douglass  answered  this 
question  more  than  a  century  ago: 

fiverybody  has  asked  the  question  .  .  . 
"What  shall  we  do  with  the  Negro?"  I  have 
had  but  one  answer  from  the  beginning. 
Do  nothing  with  us!  Your  doing  with  us 
has  already  played  the  mischief  with  us.  Do 
nothing  with  us!  If  the  apples  will  not 
remain  on  the  tree  of  their  own  strength,  if 
they  are  wormeaten  at  the  core,  if  they  are 
early  ripe  and  disposed  to  fall,  let  them  fall! 
I  am  not  for  tying  or  fastening  them  on 
the  tree  in  any  way,  except  by  nature's 
plan,  and  if  they  will  not  stay  there,  let 
them  fall.  And  if  the  Negro  cannot  stand 
on  his  own  legs,  let  him  fall  also.  All  I  ask 
is,  give  him  a  chance  to  stand  on  his  own 
legs!  Let  him  alone! 

We  need  not  speculate  as  to  whether  blacks 
would  collapse  without  the  intervention  of 
sympathetic  whites  or  the  federal  govern- 
ment. Despite  popular  fictitious  history,  insis- 
tently promoted  and  endlessly  repeated,  black 
economic  advancement  began  well  before  the 
civil  rights  legislation  of  the  1960s.  Moreover, 
this  economic  and  occupational  advancement 
was  occurring  at  a  faster  pace  in  the  years 
immediately  preceding  the  Civil  Rights  Act  of 
1964  than  in  the  years  that  followed. 
Educationally,  half  a  century  ago  some  all- 
black  schools  had  test  score  levels  that  would 
be  considered  Utopian  to  hope  for  today. 

It  was  precisely  when  blacks  began  to  be 
treated  as  mascots  of  sympathetic  whites — 
whose  "help"  included  largess,  excuses,  dou- 
ble standards  of  performance  and  behavior, 
and  an  undermining  of  law  enforcement — 
that  major  retrogressions  began  in  the  black 
community  in  crime,  violence,  family  disinte- 
gration, and  moral  squalor  in  general.  If  only 
Frederick  Douglass'  advice  had  been  heeded: 
Do  nothing  with  us! 

As  for  the  inevitability  of  multiculturalism, 
within  living  memory,  Nazism,  Communism, 
apartheid,  colonialism,  Jim  Crow  and  numer- 
ous other  once  apparently  impregnable  evils 
have  all  collapsed.  Why  then  are  we  to  believe 
that  multiculturalism  is  carved  in  stone  and 
invincible? 

However  nuanced  Professor  Glazer's  posi- 
tion and  however  ambiguous  his  words,  We 
Are  All  Multiculturalists  Now  has  been  and 
will  be  welcomed  by  the  left  as  a  defection,  if 
not  to  their  side,  at  least  away  from  the  side 
that  is  opposing  them.  Because  of  Glazer's 
stature,  the  net  effect  will  be  to  make  it  easier 
for  the  husders  to  hustle  and  for  the  gullible 
to  be  deceived.  M 
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A  strong 
portfolio  needs  a 
solid  foundation 

Evergreen  Foundation  Funds  offer  a 
unique  balanced  approach  to  today's 
volatile  markets. 


Both  4-Star  by  Morningstar* 


Class  A  Shares 

Average  Annual  Total  Return  ■  3/31/97 

Evergreen 
Foundation  Fund 

Since  Inception  (1/12/90) 

14.87^" 


5  Year 


12.35 


% 


3  Year 


12.01 


% 


1  Year 


7.47 


% 


Class  A  Shares  ^  ; 

Average  Annual  Total  Refimr-  3/31/97     .  T 

Evergreen  '  ^ 
Ifx  Strategic 
Foundation  Fund 

Since  Inception  (11/2/93) 


12.80 

n/a 


% 


3  Year 


14.33' 


I  Year 


Strong  Performance 
Builds  A  Solid  ^ 
Portfolio*  Calt.Kxlay  for  a 
free  prospeGtus,  or  talk  to 
your  financial  consultant. 
The  prospectus  contains 
more  complete  fund 
information,  including  all 
charges  and  expenses. 
Always  read  it  carefully 
before  investing. 


Call  Today 
1 -800-343-1243 
ext.  103 


Investment  returns  and  principal  value 
will  fluctuate,  so  that  an  investor's 
shares,  when  redeemed,  may  be 
woith  more  or  less  than  the  original 
cost  The  performance  numbers  pro- 
vided reflect  die  effect  of  die  4.75% 
maximum  sales  charge.  On  1/3/95, 
Evergreen  Foundation  Fund  and 
Evergreen  Tax  Sb^tegic  Foundation 
Funo  adopted  a  multi-class  distiihu- 
ti'on  anangement  to  issue  additional 
classes  of  shares,  designated  as  Class 
A,  Class  B  and  Class  C.The  Funds' 
performance  for  its  Class  A  shares 
(subject  to  a  maximum  front-end 
sales  charpe  of  4.75%),  Class  B 
shares  (subject  to  a  maximum  contin- 
gent deferred  sales  charge  of  5.00%) 
and  Class  C  shares  (subject  to  a 
1 .00%  contingent  deferred  sales 
charge  widiin  the  first  war  of  pur- 
chase) through  12/31/94  have  been 
calculated  based  on  die  performance 
of  die  existing  no-load  (Class  Y) 
shares  as  adjusted  for  any  hont-end 
or  back-end  sales  charges.  That  per- 
formance does  not  reflect  any  12b-l 
fees,  and  if  reflected  die  returns  would 
be  lower.  Performance  data  beoinning 
from  1/3/95  reflect  actual  perfor- 
mance for  the  applicable  class.  Past 
performance  is  no  indication  of  futiire 
results 

*  Morningstar  proprietary  rating 
reflects  historical  risk-adjusteo  perfor- 
mance as  of  3/31/97  for  existing  no- 
load  Class  Y  Shares.  These  ratings  are 
subject  to  change  montiily  and  are 
calculated  hom  the  funds  tiiree-year 
average  annual  retiims  in  excess  of 
90-day  Treasury  bill  returns  widi 
appropriate  fee  adjustments,  and  a 
risK  factor  diat  reflects  hind  perfor- 
mance below  90-day  T-bill  returns. 
10  pen:ent  of  die  funds  in  an  invest 
ment  category  receive  five  stars,  h 
percent  receive  four  stars.  Morningstar 
ratings  were  based  on  1 ,9 1 9  dom- 
estic eguity  hrnds. 


The  Citizen  Spring  Collection  can  be  seen  at  these  extraordinary  jewelers. 


ALL  LOCATIONS 

A.  HIRSH  &  SON  JEWELERS  •  BEST  OF  TIMES  •  CRESCENT  JEWELERS  •  DANIEL'S  JEWELERS 
DON  ROBERTO  JEWELERS  •  DON'S  JEWELERS  •  FRED  MEYER  JEWELERS  •  FRIEDLANDER'S  •  GORDON'S  JEWELERS  •  GOTTSCHALKS 
GUADALAJARA  JEWELERS  •  HARRY  RITCHIE  JEWELERS  •  HATFIELD  JEWELERS  •  HELZBERG  DIAMONDS  •  HUDSON  GOODMAN  JEWELERS 
J.  BURTON  JEWELERS  •  JC  PENNEY  •  KAY  JEWELERS  •  KEVIN  JEWELERS  •  LIBERTY  HOUSE  •  MACY'S  •  MERKSAMER  JEWELERS 
MICHAEL  S  JEWELERS  •  MONTGOMERY  WARD  •  ROBINSONS  MAY  •  SAMUELS  JEWELERS  •  SEARS 
SERVICE  MERCFLfVNDISE  •  WEISFIELD  JEWELERS  •  ZALES  JEWELERS 


CALIFORNIA 

Morgan  Jewelers 

All  L(xatitms 

BAKERSFIELD 
Knight  Jewelers 

8200  Stockdale  Hwy 
805-397-5070 

Taffera  Jewelers 

5440  Stockdale  Hwy 
805-324-2248 

BIG  BEAR  LAKE 
Wings  Jewelers 

625  Pine  Knot  Ave 
909-866-6300 

CAMPBELL 
Market  QuesLCOM 

45  N  First  St 
408-374-3199 

CARLSBAD 
Bergmans  Jewelry 

630  Grand  Ave,  Ste  G 
619-729-1895 

Watch  Zone 

2525  El  Camino  Real,  #9022 
619-730-0847 

CARPINTERIA 
Sandcastle  Time 

1078  Casitas  Pass 
805-684-5110 

CHULA  VISTA 
Diamonds  Jewelers 

374  E  H  St 
619-427-2500 

Gold  Treasures 

555  Broadway  Ave 
619-425-4653 

DELANO 
Jane's  Jewelers 

1031  Main  St 
805-725-2460 

EL  CENTRO 
Jewel  Box 
559  W  Main  St 
619-353-1919 

M.  Ruiz  Jewelers 

Valley  Pla^a  S/C 
619-337-1577 

ENCINITAS 
About  Time 

P.O.  Box  230578 
619-942-9303 

FAIR  OAKS 
Graydon  Jewelers 

5341  Sunrise  Blvd 
916-967-8292 

FRESNO 

Bridal  Ring  Center 

627  E  Shaw 
209-222-3331 

Fresno  Jewelry  Mart 

7406  N  Fresno  St 
209-431-5373 

GOLETA 

Santa  Barbara  Jlrv  Mart 

5848  Hollister 
805-683-6468 


GRASS  VALLEY 
Swarthout's  Stucki  JIrs 

148  Mill  St 
916-272-1266 

HANFORD 
Candice  &  Company 

1 17  W  7th  St 
209-589-0201 

Robert's  Jewelers 

1 14  W  Seventh  St 
209-582-4652 

HOLLISTER 
Garcia  Jewelers 

240  5th  St 
408-636-0679 

INDIO 

Joyeria  Prizma 

Indu.  Mall 
619-347-6427 

M.  Ruiz  Jewelers 

Indio  Mall 
619-342-0442 

LA  MESA 

Blumenthal's  Jewelers 

8353  La  Mesa  Blvd 
619-463-8663 

Time  Zone 

5500  Grossmont  Ctr 
619-542-1490 

LOMPOC 

Jotgensen  Jewelers 

621  N"H"  St 
805-736-9458 

MERCED 

All  Wright's  Jewelers 

30  W  Olive  Ave 
209-383-9383 

MILPITAS 
Bayside  Watch 

436  Great  Mall  Or 
408-263-2882 

Dynasty  Time 

214  Great  Mall  Dr 
408-934-9755 

Gold  &  Diamond  Oudet 

104  Great  Mall  Dr 
408-934-1800 

MODESTO 
Cal-Time  Jewelers 

499  Vintage  Faire  Mall 
209-575-4747 

Jewelry  Mart 

2200  Plaza  Parkway 
209-526-4155 

Topper's  Jewelers 

315  Vintage  Faire  Mall 
209-527-4822 

WiUiam  Douglas  JIrs 

2401  F.  Orangeburg 
209-575-3050 

MONTEREY 
Aiello  Jewelers 

408  Alvarado  St 
408-375-4260 

MCX^RPARK 
Anderson's  Jewelry 

132  WL^>s  Angeles  Blvd 
805-529-5844 


MORGAN  HILL 
South  Valley  Jewelers 

16965  C  Monterey  Rd 
408-779-6764 

NATIONAL  CITY 
Watch  Zone 

3030  Plaza  Bonita  Rd 
619-730-0847 

OXNARD 

Joyeria  Cinco  De  Mayo 

1 20  W  Channel  Island  Blvd 
805-483-0019 

PALM  DESERT 
It's  About  Time 

72840  Hwy  111,  Town  Ctr  Mall 
619-779-9378 

PALM  SPRINGS 
M.  Ruizjewelens 

185  S  Fan-ell  Dr 
619-320-5499 

Robann's  Jewelers 

125  S  Palm  Canyon  L^r 
619-325-9603 

Watch  Your  Wrist 

234  N  Palm  Canyon  Dr 
619-325-6364 

PALMDALE 
European  Watch 

1233  W  Ave  "P" 
805-947-0960 

PALO  ALTO 
Carlyle  Jewelers 

250  University  Ave 
415-324-9100 

PISMO  BEACH 
Stinn  Jewelers 

561  Five  Cities 
805-773-9687 

PORTERVILLE 
Bob  Fields  Jewelers 

200  N  Main  St 
209-784-4556 

RANCHO  SAN  DIEGO 
Ghanim  Jewelers 

2650Jamacha  Rd,  Ste  125 
619-660-2002 

REDDING 
Schritter's  Jewelry 

2185  Chum  Creek  Rd 
916-223-2373 

RIDGECREST 
Adam's  Jewelers 

206  N  Balsam 
619-384-2420 

RIVERSIDE 
Caltime 

1364  Galleria  @  Tyler 
714-354-8463 

ROSEVILLF 
Executive  Jewelers 

1850  Douglas  Blvd 
916-738-5890 

SACRAMENTO 
Prestigio  Jewelers 

6195  Flonm  Rd 
209-368-8263 

SAN  BERNARDINO 
Luke  &  Vondey  JIrs 

240  Carousel  Mall 
909-884-1123 


Total  Time 

210  Inland  Ctr  Mall 
714-884-2188 

SAN  DIEGO 
American  Jewelers 

41  5  Broadway 
619-234-0188 

Diamonds  Jewelers 

1 1 704  Carmcl  Mountain  Rd 
619-674-7404 

Little  Europe 

1640  Camino  Del  Rio  N 
619-299-2995 

London  Gate  Jewelers 

1475  Garnet  Ave 
619-270-6565 

Prime  Time 

122  Norton  Plaza 
619-595-1514 

Robert  Paul  Fine  Jlry 

3555  Rosecrans  St 
619-223-9927 

Time  Wise 

5643  Balhoa  Ave 
619-560-5503 

Watch  Gallery 

4435  La  Jolla  Village  Dr 
619-623-9944 

SAN  FRANCISCO 
J's  Jewelers 

45  Powell  St 
415-986-4133 

Pacific  Time 

Pier  39 

415-982-0779 

Puffins 

1945  Union  St 
415-931-4918 

Tina's  Jewelers 

45  Powell  St 
415-982-5588 

Watch  Zone 

2319  Market  St 
415-621-6325 

Watch  Zone 

2319  Market  St  (Castro) 
415-621-6325 

Yips  of  California 

888  Brannan  St 
415-241-9609 

SAN  JOSE 
George's  Jewelers 

306  E.istridKe  Mall 
408-270-6520 

SAN  LUIS  OBISPO 
Designer  Watch  Shop 

1130  MorroSt 
805-549-8881 

Jorgensen  Jewelers 

850  Higuera  St 
805-543-6706 

Serengeti  West 

1027A  Marsh  St 
805-546-8706 


SAN  MATEO 
Primetime  Inc. 

1949  Vista  Del  Mar 
415-574-4730 

SANTA  BARBARA 
Family  Jewels 

706  State  St 
805-965-6554 

SANTA  MARIA 
Melby's  Jewelers 

109  W  Main  St 
805-925-1678 

SANTA  ROSA 
Coddingtown  Jewelers 

348  Coddingtown  Ctr 
707-546-4884 

SIMI  VALLEY 

Mike's  Jewelry  &  Watch 

294 1  C(x;hran  St 
805-583-3047 

SOLANO  BEACH 
City  Time 

665  San  Rodolfo  Dr,  Ste  120 
619-259-2747 

SONORA 
Harrison  Jewelers 

13769  Mono  Way 
209-533-9302 

STOCKTON 
Ybarra's  Jewelers 

678  N  Wilson  Way 
209-547-0320 

TEMECULA 
Temecula  J.  Mart 

26459  Ynez  Rd,  Ste  E 
909-699-3539 

TURLOCK 
Geigers  Jewelers 

340  E  Main 
209-668-4653 

Yonan's  Fine  Jlry 

2485  Geer  Rd 
209-656-9219 

VENTURA 
Joseph's  Fine  Jlry 

363  S  Mills  Rd 
805-650-0808 

Ventura  Time 

365  S  Mills  Rd 
805-644-5919 

VISALIA 

Joe's  Fine  Jewelry 

3501  S  Mooney  Blvd 
209-625-3119 

The  Jewelry  Club 

2001  Caldwell 
209-625-3119 

Visalia  Jlry  Services 

3633  S  Mooney 
209-625-5174 

WOODLAND 
D.J.'s  Jewelry 

680  Cottonwood  St 
916-666-2358 


HAWAII 

AlEA 

Aqua  Gem 

Pearlridgc  Ctr,  Phase  II 
808-483-1955 

Cathay  Kai,  Inc. 

Pearlridge  Ctr,  Phase  I 
808-483-1944 

Watch  Ctr  of  Hawaii,  Inc 

Pearlridge  Ctr,  Phase  I 
808-486-3856 

HILO 

Bob's  Jewelers,  Inc. 

1 10  Kamehameha  Ave 
808-935-8454 

Hilo  Imperial  Jlr« 

Prince  Kuhio  Plaza 
808-959-7600 

HONOLULU 

Al  Kamm's  at  Shirokiya 

All  Locations 
808-949-4939 

Christopher  James  Fine  Jl 

2236  Kalakaua  Ave 
808-971-2923 

Golden  Boutique 

Hilton  Hawaiian  Village  Hote 
808-946-4000 

Honolulu  Time  Services 

Market  City  S/C 
808-732-7997 

Reef  Jewels 

Outrigger  Reef  Hotel 
808-926-3268 

VL8  Jewelry  Co. 

47  S  Hotel  St 
808-537-9811 

KAILUA 

Daiei  Jewelry  Dept. 

345  Hahani  St 
808-263-3913 

KAPOLEI 
Kapolei  Goldmart 

Kapolei  S/C 
808-674-0881 

KIHEI 

Nanette's  Jewelry 

Azeka  Place  II 
808-874-0897 

Topaz  Croldsmith  &  Gallen 

Rainbow  Mall 
808-879-5877 

LAHAINA 
Cbadwick  Fine  JIrs 

736  Front  St 
808-661-6616 

Yoshimura  Jewelers 

Maui  Mamot  Hotel 
808-661-0156 

MILILANI  TOWN 
Mililani  Goldmart 

Mililani  Town  Center 
808-625-0635 


ocitizen:  how  the  world  tells  time. 


citizen:  HOW  the  world  tells  TIM] 


olar- Tech  Chronograph. 
With  alarm,  plus  countdown 
timer  One-way  rotating  bezel. 
100  meter  water-resistant. 


nlnr-Tprh  Flito 


olar-Tech  Elite 


World  class  Eco-Drive 
technology  in  an  amazingly 
thin  dress  watch.  It's  always 
ready  for  the  next  business 
trip  or  weekend  of  sports.  A 
Peak  performance  M 
guaranteed.  ml 


When  you  check  into  one  of  Gary  Tharaldson's  motels, 
the  clerk  may  not  be  behind  the  desk.  That's  one  of 
the  secrets  of  this  man's  extraordinary  success. 

Keep  it  simple, 
keep  it  cheap 


By  Michelle  Conlin 

You  can't  tell  a  centimillionaire  by 
his  cover.  Raised  in  the  farming  town 
of  Dazey,  N.D.  (pop.  109),  Gary 
Tharaldson  owns  only  one  suit.  He 
takes  most  of  his  meals  at  the  local 


Motel  mogul  Gary 
Tharaldson  tests 
the  springs  in  one 
of  his  Comfort  Suite 
properties 
If  the  big  banks 
wouldn't  finance 
his  hotels  in  small 
towns,  the  little 
banks  would, 
and  they've  been 
faithful  to  him 
ever  since. 


Red  Lobster  in  Fargo,  and  in  his 
North  Dakota  twang  pronounces 
Warren  Buffett  as  Warren  Buffe. 

Panache.''  Forget  it.  But  how  much 
panache  do  you  need  when  you're 


worth  $500  million? 

This  isn't  overnight  software 
money  or  Wall  Street  dealmaking 
wealth.  Privately  owned  Tharaldson 
Enterprises  owns  228  limited-service 
hotels — no  room  service,  no  restau- 
rants. In  all,  15,300  rooms  under  20 
different  banners,  including  the  Fair- 
field, Courtyard,  Comfort  and 
Hampton  inns.  Most  are  situated  in 
midwestern  towns  with  populations 
of  fewer  than  100,000. 

Boring.''  Is  $230  million  in  rev- 
enues boring.^  Or  last  year's  nearly 
$80  million  in  operating  income? 
Though  Tharaldson  Enterprises  is 
privately  owned,  it  would  fetch  at 
least  a  half- billion  dollars  on  Wall 
Street,  making  Gary  Tharaldson  the 
richest  man  in  North  Dakota. 

You  guessed  it:  The  guy  started 
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out  as  a  farmhand  in  high  school. 
After  leaving  home  and  graduating 
from  Valley  C]ity  State  University  in 
North  Dakota,  Tharaldson  taught 
bookkeeping  and  gym  in  a  45-stu- 
dent  high  school.  Moonlighting  as  a 
life  insurance  salesman,  he  was  soon 
making  more  money  selling  policies 
for  a  few  months  than  from  teaching 
for  a  whole  year. 

In  1969,  at  24,  Tharaldson  went 
into  the  insurance  business  full  time. 
It  bothered  him  that  Uncle  Sam  was 
grabbing  half  of  what  he  earned.  To 
keep  his  earnings  from  the  tax  collec- 
tors he  began  to  invest  in  motels.  By 
1986  he  owned  16  small  motels  that 
grossed  around  $7.5  million  a  year. 

The  tax  act  of  1986  knocked  out 
most  of  real  estate's  tax  attractions — 
and  createci  an  opportunity  for  Thar- 
aldson. Small  towns  like  Kearney, 
Nebr.  (pop.  24,396)  were  serviced  by 
rundown  Ramadas  and  tired  Holiday 

Tharaldson  pays  maids  by 
the  rooms  they  clean,  not  by 
the  how — saving  $2  million. 

Inns.  The  towns  needed  spiffier 
hotels — "Everybody  likes  to  stay  in 
fresh  and  new  products,"  says  Thar- 
aldson— but  with  the  tax  breaks  gone 
and  clouds  gathering  over  commer- 
cial real  estate,  the  big  banks  refused 
to  hand  most  new  hotel  development 
in  small  towns. 

Tharaldson  moved  in  with  a  scaled- 
down  concept  to  fit  the  times.  He 
proposed  to  build  no-frills  hotels  with 
just  60  rooms,  compared  with  the 
industry  average  of  100.  That  cut 
capital  outlays  and  lowei  ed  the  occu- 


pancy rate  needed  to  break  even. 

If  the  big  banks  wouldn't  lend  to 
him,  the  smaller,  local  banks  would, 
especially  given  that  his  motels  were 
relatively  modest  affairs  and  the  local 
bankers  knew  their  markets.  Today 
Tharaldson  Enterprises  deals  with 
more  than  150  banks.  Its  average 
borrowing  cost  is  25  basis  points  over 
prime;  many  competitors  pay  at  least 
100  basis  points  over  prime. 

These  small  hotels  aren't  going  to 
make  much  money  hosting  meetings 
or  attracting  big  spenders.  Making 
them  pay  depends  on  keeping  costs 
low.  In  Tharaldson's  hotels,  the  laim- 
dry  room  is  behind  the  front  desk. 
That's  so  the  night  clerk  can  do  the 
wash  while  minding  the  desk.  Thar- 
aldson pays  maids  by  the  rooms  they 
clean  rather  than  by  the  hour.  That 
saves  nearly  $2  million  a  year.  He 
charges  the  guests  75  cents  per  stay 
for  local  phone  service,  something 
most  economy  hotels  just  give  away. 
"1  make  $1.25  million  a  year  off 
that!"  erupts  Tharaldson. 

Tharaldson  is  one  of  the  few  hotel 
owners  with  his  own  construction 
company;  he  says  this  enables  him  to 
build  each  hotel  room  for  about 
$30,000,  around  $6,500  less  than 
the  competition.  With  15,300  rooms 
he  can  demand  substantial  discounts 
on  everything  he  buys.  Example: 
Whereas  a  smaller-scale  competitor 
pays  $315  for  a  25-inch  television  set, 
Tharaldson  pays  just  $280. 

Where  possible,  Tharaldson  builds 
three  or  four  hotels  at  the  same  inter- 
section to  improve  his  chances  of 
snagging  a  customer.  Barrel  down 
Interstate  29  in  Fargo,  N.D.  and 
you'll  see  the  red  brick  EconoLodge, 
where  you  can  stay  for  $28.  Next 


Adjacent  Tharaldson  hotels  in  Fargo,  N.D. 
By  building  different  brands  on  the 
same  strip,  Tharaldson  maximizes  his 
chances  of  snaring  a  customer. 

door  is  a  C'omfort  Inn,  where  the 
extra  $13  a  night  gets  you  a  Jacuzzi 
and  an  indoor  pool.  At  the  adjacent 
Comfort  Suites,  $48  buys  a  room 
with  a  fridge  and  microwave.  Thar- 
aldson owns  all  three. 

At  the  end  of  the  day  there  is  no 
magic  to  this  business.  Imitators  are 
moving  in.  Many  of  the  small  mid- 
western  towns  where  Tharaldson  got 
his  start  are  now  awash  in  budget 
hotel  rooms.  While  Tharakison 
Enterprises'  average  occupancy  rate  is 
ten  percentage  points  above  the 
industry  average,  it  has  slipped  slight- 
ly, from  76%  in  1994  to  73%  last  year. 

"I  don't  build  in  the  Midwest 
now,"  says  Tharaldson.  "There's  too 
much  land  [available]  and  a  lot  of 
foolish  money  running  around." 

Tharaldson  is  shifting  gears.  He's 
going  after  more  expensive  sites  in 
bigger  cities  in  relatively  built-out 
states — such  as  Pennsylvania,  New 
York,  California  and  Texas.  He 
recently  sold  1 8  hotels  in  small  towns 
and  reinvested  the  money  in  Hous- 
ton, Dallas  and  other  large  markets. 

What  makes  him  think  he  can 
compete  in  the  big  time  against  the 
big  chains.^  His  talent  for  holding 
costs  down.  Like  all  of  the  29  hotels 
Tharaldson  now  has  under  construc- 
tion, his  new  86-room  Hampton  Inn 
near  Houston  will  have  its  washing 
machines  located  behind  the  front 
desk.  If  the  clerk  isn't  there  when  you 
want  to  check  in  or  out,  just  shout. 
He'll  be  in  the  laundry  room  washing 
the  sheets  and  towels.  M 
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Detroit  makes  luxury 
cars  and  stripped-down  ■ 
economy  cars,  four-whee 
drives  and  sport 
convertibles.  College  Inc. 
makes  only  one  expensive 
model— with  leather 
seats  and  air-conditioning.  . 
Technology  is  changing  that. 


By  Lisa  Gubernick 
and  Ashlea  Ebeling 

CORNELL  University  gave  Jon- 
athan Quinn  a  scholarship  in 
1972  that  covered  a  little  over 
half  his  $3,000  tuition  at  the  time.  It 
wasn't  enough  to  keep  him  in  school. 
"I  ran  out  of  money  ajid  couldn't  see 
racking  up  more  loans  when  I  was 
totally  dissatisfied,"  says  Quinn,  an 
engineering  major.  He  dropped  out 
in  his  junior  year. 

Twenty-three  years  later,  Quinn, 
now  a  44 -year-old  sales  manager  for 


an  electrical  equipment  company,  is 
finally  getting  his  degree.  But  it  will 
be  Cyber  League,  not  Ivy  League. 
Quinn  is  enrolled  at  the  University'  of 
Phoenix's  on-line  B.S.  program. 

Loaded  into  his  traveling  laptop  is 
all  his  course  material.  He  boots  up 
lectures  and  reading  assignments  after 
work,  in  airport  lounges  and  hotel 
rooms.  "I'll  have  my  B.S.  by  July 
1998,"  says  Quinn.  He's  majoring  in 
business  administration.  "The  course - 
work  is  more  meaningful  than  at 
Cornell,"  he  adds. 

Jonathan  Quinn  is  a  pioneer  in 


what  looks  like  the  start  of  a  big 
trend.  Listen  to  management  philos- 
opher Peter  Drucker:  "Universities 
won't  survive.  The  fijture  is  outside 
the  traditional  campus,  outside  the 
traditional  classroom.  Distance  learn- 
ing is  coming  on  fast." 

Fast  indeed.  Just  four  years  ago 
Peterson^  the  venerable  college 
guide,  tallied  93  "cyberschools."  The 
1997  Distance  Learnin£i  guide  in- 
cludes 762.  Robert  Tucker,  who 
heads  an  Arizona-based  higher  edu- 
cation research  firm  called  InterEd, 
keeps  tabs.  He  estimates  that  55%  of 
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the  U.S.'  2,215  four-year  colleges 
and  universities  have  courses  available 
off-site.  Over  1  million  students  are 
now  plugged  into  the  virtual  college 
classroom,  which  compares  with  13 
million  attending  brick-and-mortar 
schools.  That  number  of  cyberstu- 
dents  will  more  than  triple  by  the 
turn  of  the  century. 

A  lot  of  people  have  long  felt  that 
education  is  too  good  to  waste  on 
the  young,  that  college  should  be 
more  than  just  a  rite  of  passage  for 
Americans.  Besides  offering  the 
young  an  alternative  means  of  get- 
ting an  education,  cybercoUege  is  a 
highly  effective  means  of  providing 
continuing  education  in  a  fast- 
changing  world.  In  1972  just  28%  of 
U.S.  college  and  university  students 
were  over  25.  By  1980  the  propor- 
tion of  older  students  had  risen  to 
34%.  In  1994,  the  last  year  for  which 
statistics  are  available,  the  proportion 
of  older  students  reached  41%. 

The  beauty  of  cyberlearning  is  that 
you  can  pursue  it  while  working  at  a 
full-time  job  and  living  miles  from  a 
college.  In  an  age  when  many  jobs 
require  continuing  education,  cyber- 
learning brings  it  to  people  who 
cannot  afford  to  interrupt  a  career. 

As  the  consumption  of  higher 
education  has  spread  in  the  U.S.,  its 
economic  efficiency  has  declined. 
The  number  of  college  and  universi- 
ty students  has  grown  24%  since 
1980,  but  the  money  spent  has 
grown  three  times  faster.  Adjusted 
for  inflation,  the  average  cost  of  edu- 
cating a  student  for  a  year  at  an  insti- 
tution of  higher  learning  has  in- 
creased from  $5,000  to  $11,000. 

In  good  part  this  has  been  because 
faculty  productivity  has  been  in  steep 
decline.  According  to  InterEd's 
Tucker,  professors  currently  spend 
less  than  half  the  time  in  the  class- 
room than  they  did  25  years  ago. 
Many  professors  delegate  teaching  to 
graduate  assistants.  At  a  time  when 
American  business  has  been  brutally 
restructuring  and  raising  efficiency, 
colleges  loftily  resist  change.  "Despite 
the  liberalism  of  their  political  cul- 
tures, these  are  deeply  conservative 
places  that  resist  change  of  every 
sort,"  says  Bruno  Manno,  a  fellow  at 
the  Hudson  Institute. 

Nevertheless,  change  is  coming. 


Though  the  prestige  brand  universi- 
ties are  still  besieged  with  appli- 
cants, smaller  colleges 
are  feeling  the  pinch  as 
families  and  students  are  less  willing 
to  go  heavily  into  debt  to  finance  a 
college  education.  Over  the  last  ten 
years,  some  200  college  campuses 
have  closed  for  good — twice  the 
number  that  shut  down  in  the  decade 
before. 

"Market  pressure  is  going  to  force 
educators  to  think  about  things 
unconventionally,"  says  Peter  Mc- 
Pherson,  a  former  commercial  banker 
who  is  now  president  of  Michigan 
State  University.  "Every  sector  of 
business  that  has  gone  through 
this  struggle  has  al- 
ways said  'we  can't  do 
it.'  That's  what  health  care  said, 
that's  what  the  automobile  compa- 
nies said.  But  the  markets  do  work, 
and  change  does  come." 

In  a  sense  cyberprograms  are  heirs 
to  the  correspondence  schools  that 
date  back  to  the  turn  of  the  century. 
Princeton  they  were  not,  but  they 
offered  a  low-cost  education  to  work- 
ing people.  This  away-from-school 
schooling  has  been  rendered  far  more 
effective  by  television,  video — and 
the  Internet,  with  its  interactive 
capabilities.   Modern  technology 
brings  education  to  the  stu- 
dents   rather  than 
forcing  students  to  subsidize 
fancy  campuses  and  featherbedding 
faculties. 

Not  coincidentally,  it  makes  it  pos- 
sible for  all  students — not  just  those 
at  the  fanciest  colleges — to  have 
access  to  the  best  lecturers  and  the 
best  teachers.  For  a  parallel,  consider 
what  the  movies  did  for  entertain- 
ment. Before  movies  a  great  enter- 
tainer could  reach  no  more  people  at 
a  time  than  could  be  crammed  into  a 
theater  or  concert  hall.  With  movies 
the  potential  audience  was  increased 
by  a  factor  of  thousands  and  per- 
haps millions.   It  is 
conceivable  that  in 
the  future  we  will  have  celebrity 
professors  with  incomes  and  audi- 
ences comparable  to  those  of  some 
entertainers. 

On-line  education  makes  it  possi- 
ble for  students  all  over  the  world  to 
study  at  prestigious  U.S.  schools 


THE  FACES  OF  CYBER-U. 


IRENE  PORTICE 

Age:  31 
Asset  manager 
Home:  Basking 
Ridge,  N.J. 
M.S.  candidate, 
Thomas  Edison 
State  College, 
Trenton,  N.J. 


JEANNEHE 
ABELSON 

Age:  24 

Psychiatric  assistant 
Home:  Oviedo,  Fla. 
B.G.S.  graduate, 
Indiana  University, 
Bloomington,  Ind. 


LYLE  ZUMBACH 

Age:  36 

Software  engineer 
Home:  Coggon,  Iowa 
M.S.  candidate, 
National 
Technological 
University, 
Fort  Collins,  Colo. 


DONALD  DIGGS 

Age:  44 

Telecommunications 
manager 

Home:  Gretna,  La. 
M.B.A.  candidate. 
City  University, 
Bellevue,  Wash. 


JASON  KIRSHENBAUM 

Age;  44 

Retired  Air  Force  major 
Home:  Colorado 
Springs,  Colo. 
M.S.  graduate. 
Nova  Southeastern 
University, 

Fort  Lauderdale,  Fla. 
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WILL  eiOWN 

Age:  31 

Benefits  administrator 
Home:  Tampa,  Fla. 
M.B.A.  candidate, 
University  of 
Colorado  at 
Colorado  Springs 


THOMAS  SAIDY 

Age:  33 

Asset  management 
executive 

Home:  Washington 
M.B.A.  candidate, 
Duke  University's 
Fuqua  Scfiool  of 
Business, 
Durfiam,  N.C. 


JONATHAN  QUINN 

Age:  44 
Sales  manager 
Home:  North  Central, 
Pa. 

B.S.  candidate, 
University  of 
Phoenix 


ALBERTA  COOLBAUGH 

Age:  42 

College  administrator 
Home:  Alamosa, 
Colo. 

M.B.A.  candidate, 
Colorado  State 
University,  Fort  Collins 


SANDRA  WOODCOCK 

Age:  21 
Waitress 

Home:  Vinalhaven, 
Me. 

A. A.  candidate, 
Education  Networi< 
of  Maine, 
Augusta 


without  leaving  their  homes.  At  Duke 
University's  Fuqua  School 
of  Business,  ajmost 
half  the  students  at  its 
brand-new  on-line  Global  Executive 
M.B.A.  program  live  outside  the 
U.S.,  "commuting"  by  E-mail  from 
as  far  away  as  Switzerland  and  Hong 
Kong.  These  students  are  willing  to 
pay  a  premium  for  the  convenience  of 
the  remote  access  and  the  prestige  of 
a  Duke  degree:  $82,500  (frequently 
picked  up  by  students'  employers), 
compared  with  $50,000  for  the  reg- 
ular on -campus  M.B.A. 

The  University  of  Maine's  Educa- 
tion Network  reaches  9,000  students 
in  107  satellite  classrooms,  often  in 
high  schools,  university 
centers    or  office 
suites.  Sandra  Woodcock,  a  21- 
year-old  waitress,  lives  on  the  island 
of  Vinalhaven,  off  the  coast  of  Maine. 
She  is  taking  courses  to  earn  her  asso- 
ciate's degree  at  the  island's  brick 
high  school. 

Woodcock  watches  her  professors 
on  a  television  screen  as  they  deliver 
their  lectures.  Questions  are  asked  via 
a  class  phone.  Homework  assign- 
ments are  mailed  to  her  professors, 
and  she  takes  tests  at  the  high  school, 
monitored  by  local  proctors. 

Tuition  for  the  cybercourses  is 
roughly  similar  to  that  charged 
at  the  University  of 
Maine,     but  cyber- 
students  escape  paying  for  room, 
board  and  transportation.  The  Uni- 
versity of  Maine  charges  $119  a 
credit  hour;  cyberlearners  pay  an 
extra  $5  an  hour.  With  120  credits,  a 
student  can  get  a  cyber  bachelor's 
degree  from  the  University  of  Maine 
for  a  tuition  cost  of  $14,880 — com- 
pare that  with  the  $34,000  it  costs  to 
attend  and  live  at  the  university's 
main  campus  at  Orono. 

Like  Duke,  the  University  of 
Phoenix  charges  its  cyberstudents  a 
premium  over  what  it  charges 
on-campus  students. 
For  cyberstudents.  Phoenix 
charges  $325  a  credit  for  its  B.S.  pro- 
gram. With  102  course  credits  re- 
quired   for    graduation,    that  is 
$33,150,  about  one-third  the  cost  of 
going  to  Yale  for  four  years.  Phoenix 
students  who  attend  the  school's 
campus  programs  pay  $25,000  for  a 


B.S.  degree,  or  about  one  year's 
worth  at  Harvard. 

Are  conventional  educators  happy? 
Hardly.  "It  goes  against  what  Har- 
vard stands  for  in  terms  of  the  learn- 
ing process,"  huffs  James  Aisner,  a 
spokesman  for  the  Harvard  Business 
School.  "Being  together,  talking  to 
people  in  the  dorms  or  residence 
halls,  is  an  essential  part  of  the  learn- 
ing process  here." 

Perhaps  true,  but  if  the  aim  is  to 
deliver  a  basic  product  at  a  reasonable 
price,  a  lot  of  students  will  willingly 
dispense  with  the  beer  drinking, 
dating  and  fellowship.  If  education  is 


Every  sector 
that's  gone 
through  the 
struggles 
of  market 
upheaval 
has  said 
"we  can't  do 
it."  But  in  the 
end,  the  mar- 
kets do  work 
and  change 
does  come. 


The  more  colleges 
that  close . . . 
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Sources:  U.S.  Department  of 
Education;  InterEd. 


the  goal,  cyberstudents  get  that  at  a 
fraction  of  the  cost  of  attending  a  tra- 
ditional Ivy  League  college. 

Economist  Milton  Friedman  has 
long  advocated  stripped-down  col- 
lege educations.  "There  are  many 
activities  that  have  very  little  to  do 
with  higher  education — namely,  ath- 
letics and  research,"  he  says. 

Friedman  doesn't  think  higher 
education  should  be  a  monopoly  of 
not-for-profit  institutions.  He  argues 
that  profitmaking  businesses  are 
inclined  to  be  more  responsive  to  the 
customers.  "Institutions,"  he  says, 
"are  run  by  faculty,  and  the  faculty  is 
interested  in  its  own  welfare.  The 
question  is  why  competing  institu- 
tions have  not  grown  up  which  are 
private  and  for  profit." 
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Helping  our  customers  get  on 
course  is  just  one  of  our  keys 
to  customer  satisfaction. 


Helping  them  stay  there  is  the  other. 


At  Dana  Commercial  Credit  Corporation,  ,* 
Ve  committed  ourselves  to  developing  leasing 
jgrams  and  financial  services  that  help  our 
stomers  set  a  course  for  success. 

Whether  helping  a  small  business  lease  a 
mputer;  administering  a  private-label  leasing 
jgram  for  a  manufacturer;  or  structuring  a 
mplex,  multimillion  dollar  sale  leaseback; 

go  to  great  lengths  to  meet  our  customers' 
eds  -  domestically  and  internationally. 

This  commitment  to  customer  satisfaction 
s  helped  make  DCC  the  recipient  of  the  1996 
ilcolm  Baldrige  National  Quality  Award  in 
i  service  category. 


What  does  this  mean  for  our  customers? 
It  means  they  are  working  with  a  partner 
that  knows  the  hazards  and  thinks  one  shot 
ahead.  It  means  finding  solutions  that  put  our 
customers  in  position  to  go  for  the  green. 

At  DCC,  we're  proud  of  the  recognition  our 
high  standards  of  customer  satisfaction  have 
received.  We're  even  more  proud  of  getting  our 
customers  on  the  course  for  success  -  and  helping 
them  stay  there. 


company 


DANA  COMMERCIAL  CREDIT 


Phone:  419-322-7400  ■  \v\v\v.dina.com/dcc 
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The  University  of  Phoenix  is  a  for- 
profit  enterprise.  It  costs  Phoenix  on- 
line $237  to  provide  one  , 
credit  hour  of  cyberedu- 
cation,  against  $486  per  hour  for 
conventional  education  at  Arizona 
State.  The  big  difference:  teaching 
salaries  and  benefits — $247  per  credit 
hour  for  Arizona  State  against  only 
$46  for  Phoenix. 

Arizona  State  professors  get  an 
average  of  $67,000  a  year.  The  typi- 
cal University  of  Phoenix  on-line  fac- 
ulty member  is  part  time  and  earns 
only  $2,000  a  course,  teaching  from 
a  standardized  curriculum. 

Is   Phoenix  then  an  academic 
sweatshop  where  underpaid  lumpen 
intellectuals  slave  for  a  pit- 
tance? No  way.  AU  of  the 
University  of  Phoenix  faculty  have 
master's  or  doctoral  degrees;  some  do 
research  and  publish  books  and 
papers. 

Like  their  students,  most  of  the 
profs  hold  down  fijU-time  jobs  in  the 
professions  they  teach,  keeping  them 
in  touch  with  current  issues  and 
trends  in  tlieir  specialties.  Accounting 
courses,  for  instance,  are  taught  by 
practicing  CPAs.  Finance  courses  are 
taught  by  M.B.A.s.  For  them,  teach- 
ing is  a  source  of  extra  income  or 
stimulation. 

In  fighting  back,  the  academic 
establishment  has  adopt- 
ed a  Luddite  approach:  Stop 
change  by  smashing  it.  Among  the 
establishment's  most  powerful 
weapons  is  accreditation:  Without 
accreditation  schools  aren't  eligible 
for  federal  aid.  And,  of  course,  con- 
ventional educators  control  the 
nation's  accrediting  bodies  for  higher 
education. 

Most  of  these  new  cyberschools, 
though,  have  done  an  end-run 
around  the  problem  because  they  are 
part  of  already  existing,  already 
accredited  institutions.  These  schools, 
instead  of  fighting  change,  have 
decided  to  embrace  it. 

The  University  of 
Maine's  faculty  revolted  three 
years  ago  when  the  people  who  ran  its 
on-line  programs  wanted  to  grant  a 
separate  degree.  The  faculty  won. 
Maine's  cyberdegrees  are  now  exacdy 
the  same  as  any  degree  granted  by  its 
seven  campuses. 


DR.  RAYE 
BELLINGER 

Age:  41 
Cardiologist 
Home:  Sacramento, 
Calif. 

M.B.A.  candidate, 
University  of 
Phoenix 


LAURA  RALSTON 

Age:  41 
Homemaker 
Home:  Juneau, 
Alaska 

A.A.S.  candidate, 
University  of  Alaska 
Southeast  at  Sitka 


JANCT  MIZE 

Age;  47 
Liver  transplant 
coordinator 
Home:  Tustin,  Calif. 
B.S.  candidate, 
California  State 
University, 
Dominguez  Hills 


HAROLD  HENDERSON 

Age:  38 

Human  resources 
manager 

Home:  Danbury,  Conn. 
B.A.  candidate. 
New  School  for 
Social  Research, 
Nevi/  York  City 


STACI  DURYEA 

Age:  31 
Paralegal 

Home:  Ronkonkoma, 
N.Y. 

B.S.  candidate. 
New  York  Institute  of 
Technology, 
Central  Islip,  N.Y. 
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Amk2i    GRAND  FORKS 


St  the  blizzards.  Then  the  Hood.  Then  the  hre. 
ur  homes  were  uninhabitable,  your  otHces  were 
s  t  r  oy  e  d  ,  your 
'leagues  were 
ttered.  But  two 
ngs  remained 
act.  Your  spirit 
lyour  newspaper. 

No  sooner  had 

dikes  burst  than 
1  were  looking  for 
jlace  to  publish, 
u  found  a  make- 


Grand  Forks  Herald  a  model  of  what  a  newspaper  can  be 
when  a  community  is  in  trouble  -  helpful,  passionate,  caring 

and   complete.  You 


HERALD 
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It's  not  enough 


KIHGHT-RIDDER  SALUTES 
THE  MEn  AIID  MEII  OF 


f.  You  published  90,000  papers  -  almost  triple  the 
mal  run  -  because  interest  was  so  intense.  You  made  the 


to  say  we're  proud  of 
you.  We're  humbled. 
Thank  you  all  for 
reminding  us,  anew, 
how  much  it  can 
mean  to  say  that  a 
newspaper  is  the  soul  ot  the  community. 
Knight-Ridder.  What  a  difference  a  newspaper  can  make. 


m 


KNIGHT-RIDDER 


How  effective  are  on-line  pro- 
grams? The  University  of  Phoenix 
recently  gave  standardized  achieve- 
ment tests  to  a  group  of  B.S.  gradu- 
ates. It  gave  the  same  test  to  a  group 
of  B.S.  graduates  from  competing  on- 
campus  programs  at  three  public  Ari- 


zona universities. 

On  average,  the  on-line  students 
scored  5%  to  10%  higher  than,  their 
traditionally  educated  peers  and  main- 
tained that  margin  upon  completing 
their  coursework.  Discount  this  study 
as  self-serving,  but  there  can  be  no 


doubt  that  motivated  cyberstudents 
can  learn  as  well  as  motivated  on-site 
students. 

Economics  or  no,  the  "college 
experience"  is  highly  esteemed  in  the 
U.S.,  and  conventional  teaching  in 
conventional  colleges  is  not  going 


Wired  Degrees 


Forbes'  20  top  Cyber-U.s 


This  list  represents  a  sampling  of  the  biggest  and  best  known  of  the  degree-granting  schools.  Our  selection  is  based  on  a 
survey  of  cyberexperts,  including  Distance  Education  and  Technology  Newsletter,  InterEd  and  Peterson's  Distance  Learning 
guide.  Many  of  these  programs  are  brand-new,  so  not  ail  degrees  are  available  in  all  disciplines. 


Brevard  Community  College 

Cocoa,  Fla. 

407-632-1111,  ext.  63480 
www.  brc  vard .  cc .  fl .  us 

A.  A.  and  A.S.  via  videoconference, 
computer 

California  State  University 
Dominguez  Hills, 

Carson,  Calif  lljlJ^s^w 
310-243-2288 

www.csudh.edu/dominguezonline 

B.  A.,  B.S.N. ,  M.B.A.,  M.A.  and 
M.S.  via  videoconference,  computer 

Carnegie  Mellon  University 

Pittsburgh,  Pa. 
800-850-4742 
www.gsia.cmu.edu 
M.B.A.  and  M.S.  via  videoconfer- 
ence, computer 

City  University 

Bellevue,  Wash. 

800-426-5596 

www.cityu.edu 

A.S.,  B.A.,  B.S.,  M.B.A.,  M.P.A.  and 
M.E.  via  computer 

Colorado  State  University 

Fort  Collins,  Colo. 
800-525-4950 

wv\w.  colostate.edu /Depts  /CE  / 
M.B.A.  and  M.S.  via  videotape, 
computer 

Duke  University's  Fuqua  School 
of  Business,  Global  Executive 
M.B.A.  Program 

Durham,  N.C. 
919-660-8024 

www.ftiqua.duke  .edu  /programs /gemba 
M.B.A.  via  computer 

Education  Network  of  Maine 

Augusta,  Me. 

207-621-3404 

www.enm  .maine  .cdu 

A.A.,  A.S.,  B.A.,  B.S.  and  M.S.  via 

videoconference,  computer 


Indiana  University  System 
Blooniington,  Ind. 
800-334-1011 
www.extend.indiana.edu 

A.  G.S.,  A.S.L.S.,  B.G.S. 

and  B.S.L.S.  via  videoconference, 
computer 

Michigan  State  University 

East  Lansing,  Mich. 

517-353-1771 

www.msu.edu 

M.A.  and  M.S.  via  videoconference, 
computer 

National  Technological  University 

Fort  Collins,  Colo. 

970-495-6400 

www.ntu.edu 

M.S.  via  videoconference 

New  School  for  Social  Research 
New  York,  N.Y. 
212-229-5880 
www.dialnsa.edu 

B.  A.  via  computer 

New  York  Institute  of  Technology 
On- Line  Campus 

Central  Islip,  N.Y. 
800-222-6948 
www.nyit.edu/olc 
B.A.,  B.S.  and  M.B.A. 
via  computer 

Nova  Southeastern  University 

Fort  Lauderdale,  Fla. 

954-262-7300 

www.nova.edu 

M.S.,  M.A.C.C.,  M.B.A.,  M.P.A., 
Ed.D.,  Ph.D.,  D.P.A.  and  D.B.A. 
via  videoconference, 
computer 

Old  Dominion  University 

Norfolk,  Va. 

800-968-2638 

www.odu.edu 

B.S.,  M.S.  andM.B.A. 

via  videoconference 


Thomas  Edison  State  College 

Trenton,  N.J. 

609-984-1150 

www.tesc.edu 

A.A.,  A.S.,  B.A.,  B.S.  and  M.S. 
via  computer 

University  of  Alaska  Southeast 
at  Sitka 

907-747-6653 
www.jun.alaska.edu 

A.  S.,  B.S.  and  M.PA.  via 
telephone  conference,  computer 

University  of  Colorado 
at  Colorado  Springs 

800-777-6463 
www.jec.edu 
M.B.A.  via  computer 

University  of  Maryland 
University  College 

College  Park,  Md. 

301-985-7000 

www.umuc.edu 

B.  A.,  B.S.  and  M.S.  via 
videoconference,  computer 

University  of  Phoenix 
Online  Campus 

Phoenix,  Ariz. 
800-742-4742 
www.uophx.edu/online 
B.S.,  M.A.,  M.S.  and  M.B.A. 
via  computer 

Washington  State  University 

Pullman,  Wash. 

800.-222-4978 

www.eus.wsu  .edu  /  edp 

B.A.  via  videoconference,  computer 


Compiled  by  Ashlea  Ebeling 
and  Scott  Bistayi 
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From  the  People  of  Prudential 


Which  Piece  of  The  Rode 


Will  You  Need  Today? 


WeVe  Been  There 


Prudential  Milestones 

1875  The  Prudential  Friendly  Society 
is  founded  in  Newark,  New  Jersey. 

1928  Prudential  issues  the  first-ever 
group  credit  life  insurance  policy. 

1951  Prudential  pioneers  major 
medical  insurance. 

1970  Prudential  is  the  first  major 
insurance  company  to  offer 
individual  variable  annuities. 

1992  In  Hurricane  Andrew's  wake, 
Prudential  pays  claims  of  $1 .5  billion 
to  help  policyowners  recover  from 
the  devastation. 

1995  Fortune  magazine  places 
Prudential  in  its  "Fortune  500," 
ranking  the  company  5th  in  assets 
and  1 3fh  in  revenues. 

1996  Prudential  investments. 
Prudential's  new  consolidated 
money  management  unit,  forms 
and  quickly  introduces  a  top  selling 
variable  annuity  and  wrap-fee 
mutual  fund  program. 


And  We'll  Be  There 


Today's  Prudential 

•  The  largest  copitol  base  of  any  life 
insurance  company  in  America 

•  Providing  more  than  $1  trillion  of 
insurance  coverage  for  individuals 
and  businesses 

■  Managing  over  $300  billion  in 
investments  on  behalf  of 
policyowners  and  investors 

•  One  of  the  largest  real  estate 
brokerage  networks  in  the  country, 
with  more  than  $60  billion  in  soles 
transactions  in  1996  alone 


Prudential — it's  a  company  you've  known  all  your  life.  But  maybe  you  haven't 
noticed  just  how  much  we've  grown.  Today  1  in  5  Americans'  relies  on 
Prudential  for  an  entire  lifetime  of  needs.  Isn't  it  time  we  got  reacquainted? 


I  If  ^  Prudential's  steadfast  commitment  to 

meeting  America's  insurance  needs  has 
been  the  heart  of  our  business  for  more  than  a  century. 
Today,  Prudential  Insurance  continues  that  tradition, 
providing  practical  financial  solutions — like  the  new 
Discovery  Select**"  Variable  Annuity^ — to  help 
millions  of  people  protect  their  loved  ones  and  provide 
for  their  financial  future. 

LJqIY|a  Prudential  Real  Estate'  is 
a  powerful  force  in  helping 
Americans  meet  their  home  buying  or 
selling  needs.  Creative  new  marketing 
techniques,  like  Prudential  Value 
Range  Marketing*"  are  making  it 
easier  for  families  to  find  a  place  to  call 
home.  And  Prudential's  full  line  of  auto 
and  homeowners  insurance  is  providing 
rock-solid  protection  for  their  most  valued 
belongings.^ 

LI      If  L|  Prudential  has  been  a  leader  and  an 
innovator  in  taking  care  of  America's 
health  needs  for  half  a  century  Today  Prudential 
Healthcare  continues  that  pioneering  spirit,  offering 
some  of  the  country's  leading 
health  and  dental  plans.  It's  no 
surprise  that  our  Point 
of  Service  Plan 
was  rated  number 
one  in  value  in 
major  markets 
nationwide.* 


\M^rf  If  k|    Decades  of  investing  and  managing 
V  WU 1 1 1 1    assets  on  behalf  of  our  clients  has 
given  Prudential  a  unique  perspective  on  wealth  building 
in  today's  financial  markets.  That's  why  Prudential 
Securities  can  offer  more  of  the  solutions  investors 
want.  Like  PruChoice,^"  a  new  way  to  choose  Irom 
today's  popular  mutual  funds,  with  help  from  a 
Financial  Advisor,  and  without  paying  sales  charges — 
just  one  all-inclusive  fee.'  Of  course,  as  with  all 
investment  programs,  PruChoice  does  invoh'e 
some  risk. 


Community 


Community  spirit 
is  a  proud  part  of 
the  Prudential  heritage.  Today  we  vigorously 
promote  community 

involvement  among  America's  _ffee  Brochuroi 

young  people  through  The 
Prudential  Spirit  of  Community 
Initiative — a  nationwide  volunteer 
education  and  recognition  program. 
Our  free  brochure.  Catch  the  Spirit, 
is  filled  with  tips  to  help  your  child 
get  involved  in  the  community. 


We're  waiting  to  hear  from 
you.  Call  today.  For  3^  free  Live, 
Love,  Laugh,  Plan  brochure — or  for 
your  copy  of  Catch  the  Spirit: 

A  Student's  Guide  to  Community  Sermce — call  us  toll  fl:«e, 


oigffionges/nyour/ife. 


1-800-THE-ROCK  ext.  2001 

www.prudential.com 

(Jmi  Prudential 


Fhe  Prudential  Insurance  Company  of  America,  Prudential  Plaza,  Newark,  New  Jersey  Ql\(!il-'ini .  'Prudential  1 995  annual  report.  'Discovery  Select^  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company 
Dnd  offered  through  Pruco  Securities  Corporation.  Call  your  Pruco  Securities  Registered  Representative  or  your  Prudential  Securities  Financial  Advisor  for  more  information  on  the  Discovery  Select  Variable  Annuity, 
ncluding  prospectuses  detailing  risks,  charges  and  expenses  for  the  Discovery  Select  Variable  Annuity  and  Variable  Investment  options.  Pleose  read  all  prospectuses  carefully  before  you  invest  or  send  money 
Discovery  Select  is  not  ovailable  in  all  states.  Prudential  Real  Estate  brokeroge  services  are  offered  through  the  independently  owned  and  operated  members  of  The  Prudential  Real  Estate  Affiliates,  Inc.  network. 
Prudential  VRM^'  may  not  be  offered  by  all  members.  'Coverage  written  by  Prudential  Property  and  Casualty  Insurance  Compony,  Prudential  Commercial  Insurance  Company,  Prudential  Generol  Insurance 
Compony  or  Prudential  Property  and  Casualty  Insurance  Company  of  New  Jersey,  23  Main  Street,  Holmdel,  New  Jersey  07733.  In  Texas,  coverage  may  be  written  by  Consolidoted  Lloyds  or  Consumers  County 
Mutual  Insurance  Company  which  ore  not  Prudential  companies.  Coverage  not  available  in  every  state,  'Sachs  Group.  'PruChoice*  is  offered  by  Prudential  Securities  Incorporated.  PruChoice  hos  on  annual  fee  of 
1 .25%  of  total  assets  in  the  program,  which  is  assessed  quorterly  Except  as  otherwise  noted,  all  business  organizations  mentioned  herein  aft  subsidiaries  of  The  Prudential  Insurance  Company  of  America, 


away.  It  is,  however,  about  to  get 
some  sorely  needed  competition. 

Especially  so  in  adult  and  continu- 
ing education.  Dr.  Raye  Bellinger,  a 
cardiologist  who  manages  a  seven- 
physician  practice  in  Sacramento, 
Calif.,  has  gone  back  to  school  with- 
out abandoning  his  business.  He 
signed  up  for  a  University  of  Phoenix 
M.B.A.  over  the  Internet,  paying  his 
fees  by  credit  card. 

Day  one  he  logged  on  and  down- 
loaded the  syllabus  (textbooks  avail- 
able for  purchase  over  the  Internet). 
He  also  read  his  professor's  lecture 


on  technology  management.  A  week 
later  he  handed  in  his  first  assign- 
ment— a  13-page  paper  on  hi^  prac- 
tice's patient  management  system. 
"They  insist  that  you  write  about 
things  you  are  doing  in  your  own 
job,"  says  Bellinger. 

He  then  posted  his  paper  to  a  class 
forum  and  over  the  next  several  days 
got  responses  from  both  classmates 
and  his  professor.  Think  of  the  system 
as  a  time-shifting  classroom  where 
students  discuss  topics  as  their  sched- 
ules permit. 

Take  Janet  Mize,  a  47-year-old 


liver  transplant  coordinator  taking 
on-line  courses  toward  a  B.S.  in  nurs- 
ing from  California  State  University, 
Dominguez  Hills.  "We  carry  on  ai 
conversation  by  computer  and  voice- 
mail,"  she  says.  "I  feel  like  we're  old 
college  classmates."  Mize  helped 
form  a  student  nurses  society— which 
has  monthly  meetings  by  telephone. 

Just  as  it  helps  adults  who  need 
continuing  education,  so  cyber- 
education  helps  students  who  want  a 
college  degree  at  lower  cost.  The 
world  changes.  Education  will  change 
with  it.  ■■ 


For-profit  U. 

John  Sperling,  president 
of  die  for-profit  University 
of  Phoenix,  views  educa- 
tion as  a  service  business. 
The  students  don't  come 
to  Phoenix  U.  Phoenix  U. 
comes  to  the  students. 

Some  2,600  students 
tune  in  to  Phoenix's  virtu- 
al classrooms  via  modem 
from  around  die  country. 
For  students  who  prefer  a 
more  traditional  class- 
room. Phoenix  has  more 
than  40,000  students 
enrolled  at  5 1  campuses  in 
13  states. 

The  "campuses"  are 
usually  in  office  buildings 
near  convenient  fireeway 
intersections  in  cities  like 
Detroit,  New  Orleans  and 
Orlando. 

Classes  are  bunched 
around  lunchtime  and 
after  work,  catering  to  the 
working  student.  Tliis  is 
no-frills  education.  There 
are  no  perks;  no  student 
unions;  no  gyms. 

Speriing,  76,  has  impec- 
cable credentials  himself. 
He  has  an  undergraduate 
degree  fi-om  Reed  College 
and  a  doctorate  in  eco- 
nomic history  fi-om  Kings 
College  at  Cambridge 
University'.  By  the  eai-|\- 


1970s  he  was  a  fully 
tenured  humanities  profes- 
sor at  San  Jose  State  Uni- 
versity with  a  grant  to 
study  how  to  deal  with 
delinquency  rates  in  one 
of  San  Jose's  rougher 
neighborhoods. 

When  he  was  dealing 
with  police  and  other 
public  officials,  Sperling 
discovered  that  they  had  a 
thirst  for  education.  When 
San  Jose  State  rejected 
Sperling's  request  to  sup- 
port an  adult  degree  pro- 
gram, he  quit  to  start  his 
own  for-profit  business 
offering  adult,  degree- 
granting  programs  at  col- 
leges and  universities. 

He  got  his  first  contract 


Apollo's 
John  Sperling 
No  student 
unions, 
no  gyms. 


fi-om  the  University  of  San 
Francisco  and  signed  up 
500  students  in  1973,  his 
first  year  of  operation.  By 
Sperling's  third  year  he 
had  added  two  more  col- 
leges and  2,000  students, 
earning  some  $209,000 
on  revenues  of  nearly  $2 
million. 

"Needless  to  say,  the 
existing  bureaucracy  was 
put  out  by  the  competi- 
tion," says  Sperling.  "The 
Western  Association  of 
Schools  and  Colleges  was 
outraged  that  a  for-profit 
entity  was  so  successfial. 
We  were  cutting  into  the 
markets  of  competing  col- 
leges and  universities." 

The  accrediting  associa- 


tion told  Sperling's  three 
schools  that  they  could 
either  end  their  contract 
with  him  or  lose  their 
accreditation.  They  cut 
Sperling  loose. 

He  leased  office  space 
in  downtown  Phoenix  in 
1976  with  the  idea  of 
opening  up  his  own 
university.  "I  was  getting 
fed  up  with  the  political 
maintenance  of  dealing 
with  these  schools,"  he 
recalls.  "I  thought,  my 
God,  I'm  going  to  spend 
my  whole  life  in  commit- 
tee meetings." 

When  the  North  Cen- 
tral Association  of  Colleges 
and  Schools — ^Arizona's 
regional  accreditor — came 
in  to  inspect  Sperling's 
operation,  they  liked  what 
they  saw  and  accredited 
the  program. 

Phoenix  opened  its 
doors  to  eight  students  in 
1976.  Twenty-one  years 
later  its  revenues  could 
reach  $282  million,  with 
net  income  expected  to  hit 
$30  million.  The  holding 
company  that  owns  the 
school,  Apollo  Group, 
went  public  at  2!^  (split- 
adjusted)  in  1994.  The 
stock  recentiy  traded  at 
31,  putting  the  value  of 
Sperling's  22%  stake  at 
$344  million.     -L.G.  m 
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This  automobile  doesn't  start      $36,400!  It's  $36,400  loaded.  So 


when  you  hop  into  the  cockpit  and  Peel  the  leather  and 


the  walnut  and  the  dual-overhead-cam  V8  and 


anything  else  you  want  to  Feel,  you  won't  be  surprised.  At 


the  price,  at  least.  y^LJi^ O/^^ 


Oldsmobile 

800-718-7778  www.oldsmobile.com 


fPS.rt  QAI  Corp. 
/\//  ri^/if-s  rcscrveJ.  liuckU-  Up.  Amcnc 

"M.S.R.P.  Tax  and  license  extras 


FINANmai  STRATEGY 


Jack  be  nimble 


BY  A.  GARY  SHILLING 


A.  Gary  Shilling  is  pres- 
ident of  A.  Gary  Shilling 
&  Co.,  economic  con- 
sultants and  invest- 
ment advisers.  His  firm 
publishes  Insight,  a 
monthly  newsletter  cov- 
ering the  business  out- 
look and  investment 
strategy. 


Okay,  I've  been  wrong.  Or,  rather,  prema- 
ture. I  was  bearish  much  too  soon.  Now  the 
Fed  appears  to  have  validated  my  error  by  not 
raising  interest  rates  flirther  when  it  met  in 
late  May.  Still,  later  this  year  U.S.  stocks  and 
bonds  may  flutter  down  from  their  lofty 
heights  like  autumn  leaves. 

Why?  Because  consumer  spending,  which 
fiiels  much  of  the  current  prosperity,  probably 
will  climb  at  rates  that  will  spur  the  Fed  to 
embark  on  additional  credit  tightening.  Not 
only  does  consumer  spending  account  for 
two-thirds  of  economic  activity,  but  the  other 
sectors — government  spending,  capital  spend- 
ing, inventories,  net  exports  and  housing — 
are  relatively  calm. 

Consumer  spending  is  the  key  to  the  whole 
thing.  Even  with  the  other  major  sectors  quiet, 
the  economy  remains  close  to  full  employ- 
ment. Buoyant  job  markets  have  eliminated 
labor's  fear  of  restructuring  layoffs.  Wages  are 
accelerating.  So  far,  labor  cost  increases  have 
not  been  passed  through  to  prices,  but  to  the 
deflation-oriented  Fed,  the  threat  of  fiiture 
inflation  continues  to  be  as  vivid  as  New 
England  sugar  maple  leaves  in  October. 

Just  remember:  The  Fed  is  the  only  game 
in  town.  What  you  think  or  I  think  is  irrele- 
vant. This  expansion,  like  all  others,  will  end 
when  the  Fed  raises  interest  rates  enough  to 
kill  it.  The  Fed  cares  little  about  current  infla- 
tion but  very  much  about  fiiture  price  perfor- 
mance. It  has  to.  Monetary  policy  changes 
can  take  a  year  to  become  effective.  In  a  fully 
employed  economy,  growth,  especially  rapid 
growth,  is  the  key  to  fiiture  inflation's 
strength.  Anything  over  2M%  real  GDP  gains, 
the  Fed  has  stated,  is  too  much. 

In  this  context  consumer  spending  is  the 
villain.  As  I  have  discussed  in  my  past 
columns,  consumers  have  lots  of  reasons  to 
save  more  and  spend  less.  Nevertheless, 
Americans  have  yet  to  curb  their  free-spend- 
ing habits.  Two  or  three  months  of  flat  con- 
sumer outlays  have  been  followed  by  sharp 
jumps,  in  stair-step  fashion.  Last  year  retail 
sales  were  strong  from  February  through 
May,  then  flat  through  August,  up  in 
September  and  October  and  once  more  side- 
ways through  December. 

After  that  retail  sales  leaped  in  January  and 
February  and  resulted  in  the  blistering  5.6% 


annual  rate  real  GDP  growth  in  the  first  quar 
ter.  The  Fed  responded  with  a  rate  hike  in 
March,  and  The  Street  quaked  in  its  collec- 
tive boots  for  fear  of  many  more  to  come. 
But  when  March  retail  sales  were  revised 
down  and  April  saw  a  decline,  it  became  clear 
that  consumers  had  left  a  riser  and  were 
again  on  a  horizontal  tread  of  their  stair-step 
spending  pattern. 

Right  now  things  look  calm,  but  that  same 
stair-step  consumer  spending  pattern  suggests 
that  folks  will  be  back  in  the  stores  before 
many  months  pass.  With  the  expansion  of 
jobs,  hours  worked  and  wage  rates  in  the  past 
year,  they  certainly  have  the  cash  to  do  it. 
Since  last  May  retail  sales  are  up  4%,  but 
wages  and  salaries  have  risen  6!^%.  Overall 
income  growth  was  so  strong  in  the  first 
quarter  that  the  consumer  spending  spree  did 
not  reduce  the  saving  rate  at  all. 

The  Fed  abstained  from 
raising  rates  in  late  May, 
but  don't  be  lulled. 


A  reinvigorated  consumer  will  force  investors 
to  worry  again  about  fiirther  Fed  interest  rate 
increases.  Not  surprisingly,  changes  in  retail 
sales  and  in  both  30-year  Treasury  bond  yields 
and  three -month -bill  rates  have  been  closely 
correlated  in  recent  years. 

Does  this  mean  that  we  are  close  to  the 
usual  late-cycle  phase,  in  which  a  series  of  Fed 
rate  hikes  ultimately  kills  the  economy  and 
bonds  and  stocks  in  the  process?  I  think  so. 
Note  that  when  the  Fed  raises  rates,  the  first 
increase  is  not  the  last.  Also  be  aware  that  soft 
landings,  such  as  the  one  the  credit  authori- 
ties effected  after  the  1994-95  tightening 
binge,  are  few  and  far  between. 

Recall  as  well  that  the  longevity  of  this  15- 
year  bull  market  in  U.S.  stocks  has  put  fear  to 
flight,  and  greed  reigns  supreme.  Too  many 
green  investors  who  have  never  suffered 
through  a  bear  market  are  convinced  that 
stocks  will  give  them  double-digit  returns  in 
each  and  every  year. 

I  would  use'any  fiirther  rallies  in  U.S. 
stocks  and  bonds  as  opportunities  to  lighten 
up.  Markets  will  anticipate  the  likely  renewed 
spurt  in  consumer  growth,  so  you  have  to 
anticipate  the  anticipators.  The  current  slow 
growth  will  keep  fiiture  inflation  and  the  Fed 
at  bay  for  now,  but  it  is  unlikely  to  persist  for 
many  more  months.  Start  leaving  the  party 
while  the  band  is  still  playing,  the  punch  bowl 
is  not  yet  empty  and  before  the  fistfights  have 
broken  out.  M 
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Aovertisin 


i?y  Nick  Sullivan 


AMERICA'S  GREAT  OLD  CITY  OF 
Paul  Revere,  John  Hancock  and  Samuel 
Adams  is  now  the  city  of  world- 
renowned  financial  services,  health  care 
and  research,  electronics,  biotechnology 
and  Internet-related  software.  Once  nick- 
named the  "Hub  of  the  Solar  System"  by 
Oliver  Wendell  Holmes,  Boston  has  grown 
from  the  hub  of  New  England's  economy 
into  a  major  gateway  in  the  global  flow  of 
capital  —  both  money  and  brain  power. 
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— HWj  BOSTON:  Intellectual  Capital 


DANIEL  P.  WEADOCK 

Chairman 
SHERATON  FOUNDATION 

This  year 
Dan  Weadock, 
chairman  of 
The  Sheraton 
Foundation  and 
president  and 
CEO  of  Boston- 
based  ITT  Sheraton  Corp.,  a 
wholly  owned  subsidiary  of  ITT 
Corporation  (NYSE:  ITT),  estab- 
lished a  vision:  "Build  lasting 
relationships  with  people  around 
the  world."  That  vision  steers 
The  Sheraton  Foundation,  ITT 
Sheraton's  unit  that  focuses  on 
philanthropic  giving. 

ITT  Sheraton  is  the  world's 
leading  owner  and  operator  of 
luxury  hotels  and  resorts. 
The  company's  worldwide  brands  - 
Sheraton  Hotels  &  Resorts, 
The  Luxury  Collection  and  Four 
Points  Hotels  —  are  found  in  423 
hotels  in  62  countries,  while  The 
Sheraton  Foundation  focuses 
primarily  on  providing  funding  for 
organizations  in  Greater  Boston, 
where  the  company  has  been 
based  since  its  creation  in 
1937. 

The  Sheraton  Foundation,  ITT 
Sheraton's  World  Headquarters, 
the  company-owned  Sheraton 
Boston  Hotel  &  Towers  and  our 
Technology  Center  are  active 
contributors  to  the  Boston  com- 
munity and  are  proudly  part  of 
Boston's  strong  economic  and 
employment  landscape. 


ITT  Sheraton  Corporation 


"The  core  industry  clusters  in  our 
economy  —  health  care,  information 
technology,  knowledge-creation  services 
and  financial  services  —  would  be  the 
envy  of  most  nations,"  writes  Harvard 
Business  School  Professor  Michael  Poner 
in  his  report,  The  Competitive  Advantage 
of  Massachusetts.  "All  are  expected  to  be 
among  the  fastest-growing  sectors  of  the 
national  and  world  economy." 

"This  is  a  time  to 
dream  about  tomorrow, 
a  time  of  confidence  in 
Boston,"  says  Mayor 
Thomas  M.  Menino. 
"Employment  is  up, 
exports  are  up,  invest- 
ment is  up,  property 
values  are  up,  construc- 
tion is  up  —  and 
violent  crime  is  down 
so  much  that  President 
Clinton  touts  Boston  as 
a  law  enforcement 
model  for  the  nation. 
We  have  managed  our 
finances  so  well  that 
Moody's  has  upgraded 
our  bond  rating  to 
Al  —  the  city's  highest 
rating  ever." 

Fueled  by  a  superb 
university  system  and 
high-tech  entrepre- 
neurial boom,  Boston 
has  extremely  low 
unemployment  (4.1%) 
and  more  jobs 
(620,000)  than  resi- 
dents (575,000).  The 
city  also  boasts  a  Class 
A  office  vacancy  rate 
of  5.3%  —  the  best  in 
the  nation  —  and  a 
hotel  occupancy  rate  near  80%.  With 
billions  of  dollars  being  invested  into 
new  airport,  highway,  hotel  and  office 
development,  Boston  is  positioned  to 
thrive  in  the  information  age. 

New  inft-astructure  developments  include: 
■  A  third  harbor  tunnel  (named  after 
baseball  legend  Ted  Williams)  that  now 
moves  5,000  taxis  and  trucks  a  day 
downtown  to  Logan  Airport,  which  is 


"This  is  a  time  to 
dream  about  tomorrow, 
a  time  of  confidence  in 
Boston,"  says  Mayor 
Thomas  M.  Menino. 
"Boston  lias  the 
potential  to  become 
America's  premier  city 
in  the  information  age." 


undergoing  a  $1  billion  revitalization. 

■  A  harbor  dredging  project  started  in 
May  will  enable  five-high  stack  container 
ships  access  to  a  state-of-the-art  unload- 
ing crane.  Boston  is  one  fiill  day's  sail 
closer  to  Europe  than  New  York  City, 
which  doesn't  have  a  five-stack  crane. 

■  The  main  highway  system  through 
the  city  (Central  Artery)  is  being  rout- 
ed underground  to  provide  better  traf- 
fic flow  and  easier  public 
access  to  the  historic 
waterfront. 

■  The  Custom  House 
Tower,  with  its  beautiful 
illuminated  clock,  is  being 
converted  into  76  luxury 
time-share  units. 

On  the  legislative  front, 
two  recently  passed  bills 
cut  corporate  tax  rates  for 
manufacturers  and  the 
mutual  funds  industry. 
Another  bill  under  debate 
proposes  to  deregulate  the 
electric  utilities  industry, 
which  is  expected  to 
reduce  utility  rates  by  as 
much  as  10%. 

And  all  signs  indicate 
that  later  this  year  the 
state  legislature  will  pass  a 
bill  to  begin  construction 


on  a  major  convention 
center  (600,000  square 
feet  on  one  level)  along 
the  harbor.  "My  top  pri- 
ority for  economic  devel- 
opment is  a  new  conven- 
tion center  for  Boston," 
says  Mayor  Menino.  "It's 
projected  to  generate  $765 
million  in  annual  spend- 
ing and  10,700  permanent 
jobs  statewide."  The  new  facility  could 
open  its  doors  as  early  as  2002. 

The  Money  Management 
Capital  of  America 

Boston's  financial  services  industry  pro- 
vides more  than  80,000  jobs  with  a 
payroll  of  $4  billion  —  accounting  for 
9%  of  all  jobs  in  Boston  and  5%  of 
jobs  in  the  metro  area.  Over  the  past 
30  years  the  industry  has  doubled  in 


MITCHELL  T.  RABKIN,  M.D. 

Chief  Executive  Officer 
CAREGROUP 

October  1996 
marked  the 
creation  of  a 
vital  new  force 
In  health  care  in 
Massachusetts: 
CareGroup,  one 
of  the  region's  premier,  integrated 
health-services  delivery  networks. 
CareGroup,  which  comprises  six 
hospitals,  more  than  13,000 
employees  and  1,800  active 
medical  staff,  offers  patients 
and  communities  seamless 
access  to  community-based 
primary  care  and  a  broad  spectrum 
of  high-quality,  cost-effective 
specialty  services. 

The  academic  cornerstone  of 
this  growing  provider  network  is 
the  Harvard-affiliated  Beth  Israel 
Deaconess  Medical  Center,  the 
merged  entity  of  the  former 
Beth  Israel  and  Deaconess 
hospitals.  Other  CareGroup 
founders  include  Mount  Auburn, 
New  England  Baptist, 
Deaconess-Glover, 
Deaconess-Nashoba  and 
Deaconess-Waltham  hospitals. 

The  CareGroup  network  has 
more  than  69,000  discharges 
per  year,  generating  close  to 
$1.1  billion  in  revenue,  with 
$1.6  billion  in  total  assets. 
Together,  its  members  maintain 
a  commitment  to  delivering 
convenient  and  personalized 
patient-centered  care  of  high 
value,  to  furthering  a  tradition  of 
excellence  in  medical  education 
and  biomedical  research  and  to 
supporting  community  service 
throughout  its  regional  network. 


Ca\eGroup' 


size,  more  than  offsetting  a  decrease  in 
manufacturing.  New  tax  incentives 
("single  sales  factor")  introduced  last 
year  ensure  that  the  booming  mutual 
fund  industry  will  stay  in  Boston  and 
create  10,000  more  new  jobs  over  the 
next  five  years.  Between  1995  and 
2005,  the  number  of  financial  services 
jobs  in  Boston  is  expected  to  grow  by 
16%,  according  to  the  Boston 
Redevelopment  Authority  (BRA). 

Virtually  every  economic  develop- 
ment specialist  in  Boston  points  to 
financial  services  as  the  "driver"  of 
Boston's  economy.  The  financial 
services  industry  is  one  of  the  most 


beneficial  industries  for  a  region.  It 
attracts  investment,  produces  substan- 
tial tax  revenues,  consumes  few  natural 
resources  and  generates  a  large  number 
and  wide  variety  of  jobs  that  ripple 
well  beyond  the  industry  itself  This 
sector  demands  highly  skilled  gradu- 
ates of  the  area's  colleges  and  universi- 
ties, and  employs  an  extensive  support 
structure  of  consulting,  legal,  account- 
ing and  research  services. 

Consolidation  in  banking  has 
strengthened  Boston's  position  as  a  pre- 
mier world  financial  center.  Its  largest 
bank.  Fleet  Financial  Group,  is  an  $82 
billion  institution  that  ranks  11th  in 
the  nation  and  exemplifies  New 


MARSHALL  N.  CARTER 

Chairman  and 
Chief  Executive  Officer 

STATE  STREET 

Founded  In 
1792,  State 
Street  has  a 
rich  tradition  of 
supporting  the 
growth  and  suc- 
cess of  its  cus- 
tomers, beginning  with  Boston's 
early  merchants.  Today,  with 
assets  under  custody  of  approxi- 
mately $3  trillion  and  $300 
million  In  assets  under  manage- 
ment. State  Street  is  the  leading 
servicer  of  financial  assets  for 
institutional  Investors  worldwide. 

Our  customers  include  public 
and  private  pension  plans,  insur- 
ance and  Investment  companies, 
and  collective  investment  portfo- 
lios such  as  mutual  funds.  We 
continuously  expand  our  array  of 
products  and  services  to  meet 
the  increasingly  complex  invest- 
ment needs  of  our  customers  In 
rapidly  changing  markets. 

State  Street's  12,800  employ- 
ees serve  our  customers  In 
77  countries,  including  the  U.S. 
Through  our  42  offices  in  the 
U.S.  and  worldwide,  we  provide  a 
range  of  products  that  includes 
investment  management,  account- 
ing and  administration,  securities 
lending,  foreign  exchange  ser- 
vices, cash  management,  finan- 
cial analyses  and  reporting,  and 
credit  services. 

And,  while  our  primary  focus 
is  on  the  institutional  investor. 
State  Street  maintains  a  thriving 
commercial  banking  business, 
with  Its  roots  in  the  middle- 
market  sector  across  the 
Northeast. 


State  Street. 

Serving  Institutional  Inveiton  Worldwide  - 


DAVID  J.  SARGENT 

President 
SUFFOLK  UNIVERSITY 

In  rising  to 
become 
Chairman  and 
CEO  of  Bank 
America  Corp., 
Ricliard  M. 
Q  wK^ms^.Mmmm  Rosenberg 
followed  the  Suffolk  University 
motto  of  honesty  and  diligence. 

"Although  I  attended  Suffolk 
University  more  than  40  years 
ago,  I  can  still  recall  the  prag- 
matic approach  used  by  the 
instructors  in  handling  subjects 
ranging  from  macroeconomics  to 
the  Taft-Hartley  labor  legislation," 
said  Rosenberg,  now  retired. 

Suffolk  University's  schools  of 
law,  management  and  liberal 
arts  and  sciences  offer  a  prag- 
matic education  based  on  a 
combination  of  intellectual  ques- 
tioning and  practical  application. 

The  message  from  busi- 
nesses and  law  firms  that 
employ  alumni  of  Suffolk's 
undergraduate  and  advanced 
degree  programs  is  clear: 
Suffolk  graduates  know  tiow  to 
roll  up  their  sleeves  and  get  the 
job  done. 

Suffolk  University  is  located  at 
the  nexus  of  Boston's  govern- 
ment, judicial  and  economic 
communities.  However,  the  uni- 
versity's influence  is  internation- 
al in  scope,  with  a  campus  in 
Madrid  and  formal  agreements 
to  exchange  students  and  faculty 
with  institutions  in  China,  France 
and  the  Czech  Republic. 


BOSTON:  Intellectual  Capital 

England's  long  history  as  a  leader  in 
both  financial  and  technological  innova- 
tion. Serving  more  than  six  million  cus- 
tomers throughout  the  Northeast  with 
the  latest  in  financial  products  and  ser- 
vices, Fleet  is  a  major  engine  of  eco- 
nomic growth  and  vitality  in  Boston 
and  the  region.  The  Fleet  Center,  the 
new  home  of  the  Boston  Celtics  and 
Boston  Bruins,  is  the  most  visible  sym- 
bol of  Fleet's  contribution  to  Boston's 
economic  landscape. 

Bank  of  Boston,  New  England's 
only  full-service  global  bank, 
recently  acquired  BayBank  and 
changed  its  name 
to  BankBoston 
Corp.  This  year,  it 
celebrates  the  80th 
anniversary  of  its 
first  overseas  bank 
(in  Buenos  Aires) 
and  the  50th 
anniversary  of  its 
first  bank  in  Brazil. 
Today  it  remains 
one  of  the  largest, 
most  respected 
full-service  banks 
in  Argentina, 
Brazil,  Chile  and 
Uruguay. 

Another  Boston- 
based  global  bank- 
ing institution  is 
State  Street  Bank 
Corp.,  which 
serves  institutional 
investors  worldwide.  Founded  in 
Boston  206  years  ago  to  help  finance 
the  China  trade,  State  Street  has  assets 
of  $3.3  trillion,  more  than  $300  billion 
under  management  and  more  than 
7,000  employees  in  Boston.  It  is  the 
acknowledged  worldwide  leader  in 
cross-border  investing  and  cross-invest- 
ment strategies. 

Liberty  Mutual  Group,  founded  in 
Boston  in  1912,  is  a  diversified  finan- 
cial services  company  providing  a  wide 
array  of  products  and  services  to 
domestic  and  international  markets. 
Fieadquartered  in  Boston,  Liberty 
Mutual  maintains  more  than  500 
offices  worldwide.  Liberty  Mutual  is  management. 


the  leading  provider  of  workers  com- 
pensation insurance,  programs  and  ser- 
vices, and  a  top  provider  of 
property/casualty  coverage  for  individ- 
uals and  households. 

In  the  mutual  fund  industry,  giant 
Fidelity  Investments  is  clearly  the 
leader,  but  Putnam  Companies  and 
Scudder  Stevens  &  Clark  are  major 
players.  Kingpin  Fidelity  has  signaled 
its  commitment  to  downtown  Boston 
by  building  a  luxury  hotel  and  office 
building  near  the  World  Trade  Center 
on  the  waterfront,  near  the  site  of  the 
proposed  new  convention  center. 


Together,  more  than  $650  billion  in 
assets  are  managed  in  Massachusetts, 
representing  23%  of  all  mutual  fund 
assets  in  the  country,  according  to  the 
Investment  Company  Institute. 

"The  rapid  rise  of  the  mutual  fund 
business  means  there  is  arguably  more 
money  under  management  in  Boston 
today  than  in  New  York,  London  or 
any  other  money  center,"  says  Crocker 
Snow,  Jr.,  president  of  World  Times 
and  editor-in-chief  of  The  WorldPaper, 
an  international  policy  journal.  The 
publication  reports  that  roughly 
$4.5  trillion  is  under  management  in 
Boston,  exclusive  of  real-estate 


TERRENCE  MURRAY 

Chairman  and 
Chief  Executive  Officer 

FLEET  FINANCIAL  GROUP 

Fleet  Financial 
Group,  head- 
quartered In 
Boston,  is  the 
nation's  11th- 
largest  bank 
holding  com- 
pany with  $81.7  billion  in 
assets.  Fleet  has  more  than 
1,200  branches  and  2,000 
ATMs  from  northern  Maine  to 
southern  New  Jersey  and 
serves  more  than  6.5  million 
individual  and  business  cus- 
tomers across  the  country. 

Fleet's  strength  lies  in  our 
readiness  to  provide  total  finan- 
cial solutions  to  our  customers, 
including  investment  manage- 
ment, discount  brokerage, 
insurance  and  corporate 
finance,  and  a  wide  array  of  tra- 
ditional banking  and  on-line  ser- 
vices. Fleet  is  a  national 
leader  in  small  and  middle 
market  business  lending, 
commercial  real  estate  and 
asset-based  lending,  equipment 
leasing  and  cash  management 
services. 

At  Fleet,  we  understand  that 
today's  consumers  and  busi- 
nesses want  to  take  control  of 
their  financial  destiny,  and  we 
are  uniquely  able  to  provide  all 
the  right  financial  solutions  to 
help  them  do  so. 

For  more  information,  please 
visit  us  on  our  Web  site: 
http://www.fleet.com. 


JHFIeet 

Ready  VI hen  You  Are 


The  Finest  Health  Care 
In  the  World 

Boston's  health  care  industry,  with  its 
worldwide  reputation  as  a  research  and 
acute-care  center,  continues  to  receive 
the  most  funding  from  the  National 
Institutes  of  Health.  In  1995  (the 
latest  figures  available),  Boston  was 
home  to  six  of  the  seven  independent 
hospitals  in  the  nation  that  received 
the  most  NIH  research  funding.  And 
Massachusetts  health  care  companies, 
primarily  in  the  Boston  area,  last  year 
received  $212  million  in  venture- 
capital  dollars,  the  most  in  the  nation, 
according  to  the  1996  Coopers  & 
Lybrand  MoneyTree  report. 

Altogether  Boston  has  27  inpatient 
hospitals  —  including  Massachusetts 
General  Hospital,  Brigham  and 
Women's  Hospital  and  Beth  Israel 
Deaconess  Hospital  —  along  with  the 
medical  and  dental  schools  of 
Harvard,  Tufts  and  Boston  universi- 
ties. These  teaching  hospitals  and 
medical  schools  continue  to  spin  off 
numerous  health  care,  biotech  and 
medical  instruments  companies  in  the 
metro  Boston  area. 

Mass  General  Hospital  alone,  for 
example,  has  spim  off  three  cutting-edge 
companies  in  Boston's  Charlestown 
neighborhood:  Diacrin,  Inc.,  Ergo 
Science  and  Biotransplant,  Inc.  More 
established  medical  companies,  such  as 
Genzyme  and  Boston  Scientific,  contin- 
ue to  thrive.  The  Massachusetts  Biotech 
Research  Institute  (MBRI),  located  near 
Boston  Medical  Center,  operates  incuba- 
tor facilities  and  services  to  ensure  a  con- 
tinuing line  of  state-of-the-art  medical 
startups. 

As  might  be  expected,  metro  Boston 
is  home  to  several  major  HMOs. 
Among  them.  Harvard  Pilgrim  Health 
Care  is  the  largest  provider  of  managed 
health  care  in  New  England  and  fully 
accredited  by  the  National  Committee 
for  Quality  Assurance  (NCQA). 
Harvard  Pilgrim's  health  plans  provide 
care  and  coverage  to  more  than  1 . 1 
million  members.  Before  their  merger 
in  1995,  Harvard  Community  Health 
Plan  and  Pilgrim  Health  Care  had 
established  themselves  as  two  of  the 


RONALD  L.  SKATES 

President  and 
Chief  Executive  Officer 

DATA  GENERAL 
CORPORATION 


Simplifying 
complex  tech- 
nology for  our 
customers 
has  been  a 
hallmark  of 
Data  General 
since  our  founding  in  1968. 
This  is  exemplified  in  our  current 
AViiON  servers  and  CLARIiON 
storage  systems,  which  are 
based  on  industry  standards 
and  commodity  components, 
and  in  our  NUMALiiNE  systems, 
which  provide  high  performance 
while  enabling  customers  to  pre- 
serve their  investments  in  cur- 
rent applications.  Our  new 
THilN  Line  servers  and  Internet 
appliances  will  simplify  Internet 
access  for  businesses  and  indi- 
viduals. 

Data  General  benefits  from 
the  rich  and  diverse  resources 
that  Boston  offers.  From  the 
wealth  of  intellectual  capital 
provided  by  graduates  of  such 
nearby  academic  institutions  as 
Harvard,  M.I.T.,  Boston  College 
and  Boston  University,  to  its 
world-class  financial  community, 
Boston  has  given  us  many  of  the 
building  blocks  that  have  formed 
the  foundation  of  this  company. 
With  the  help  of  Boston's 
resources.  Data  General  will  con- 
tinue to  provide  technologies 
that  enable  our  customers  to 
succeed  in  an  increasingly  com- 
petitive world. 


iw  Data  General 

www. dg. com 


ALFRED  M.  ZEIEN 

Chairman  and  Chief 
Executive  Officer 

THE  GILLETTE  COMPANY 


From  its 
beginnings  on 
tiie  Boston 
waterfront 
nearly  a 
century  ago, 
The  Gillette 
Company  has  become  a  global 
manufacturer  and  marketer  of 
innovative,  high-quality  consumer 
products.  With  annual  sales 
approaching  $10  billion, 
Gillette  is  the  worldwide  market 
leader  in  13  product  categories, 
including  blades  and  razors, 
shaving  preparations,  electric 
shavers,  alkaline  batteries, 
writing  instruments  and  tooth- 
brushes. 

Although  global  in  its  outlook 
and  operations,  the  Company 
maintains  strong  ties  to  Boston. 
We  employ  some  4,000  people 
within  the  city.  Our  largest 
manufacturing  and  research 
and  development  facility  is  in 
South  Boston,  while  our  world 
headquarters  are  located 
at  the  Prudential  Center  in 
Back  Bay. 

Both  our  business  and  our 
employees  benefit  from  Boston's 
preeminence  in  education,  tech- 
nology and  medicine,  and  its  rich 
heritage  of  cultural  diversity.  We 
are  proud  to  be  part  of  Boston's 
past  and  present,  and  we  look 
forward  to  a  second  century  of 
successful  partnership. 


The 
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nation's  leading  HMOs,  both  ranking 
near  the  top  in  member  satisfaction  and 
available  coverage  plans. 

CareGroup,  formed  in  New  England 
through  an  alliance  among  Beth  Israel 
Corporation,  Pathway  Health  Network 
and  the  Mount  Auburn  Foundation,  is 
a  new  health-care  delivery  system  link- 
ing community  and  teaching  hospitals, 
physician  groups  and  other  care 
providers.  The  network  offers  a  broad 
spectrum  of  high-quality  comprehen- 
sive health  services  ranging  from  well- 
ness programs  to  hospice  care. 

Blue  Cross/Blue  Shield  of 


institutions  are  considered  among  the 
finest  in  the  world,"  says  Thomas 
O'Brien,  chief  economic  development 
officer  for  Boston  and  director  of  the 
BRA.  "Even  with  the  rapid  changes  aim 
consolidations  in  the  industry.  Bostons 
health  care  industry  remains  particularly 
strong  and  competitive.  And  Boston's 
hospitals,  with  their  state-of-the-art  care 
and  medical  technology,  continue  to 
attract  patients  from  around  the  globe.  " 

The  East  Coast  Capital 
Of  Venture  Capital 

High-tech  firms  in  the  software. 


Massachusetts  is  a  stand-alone  non- 
profit health-care  institution  formed  60 
years  ago.  Despite  the  trend  toward 
for-profit  care,  Blue  Cross/Blue  Shield 
of  Massachusetts  remains  not-for-profit 
with  the  objective  to  pass  savings  back 
to  its  customers.  Blue  Cross/Blue 
Shield  runs  HMO  Blue,  the  second- 
largest  HMO  in  New  England. 

Tufts  Health  Plan,  formed  in  1981,  is 
New  England's  fastest-growing  health 
care  program,  currendy  with  660,000 
members.  In  conjunction  with  the  Tufts 
School  of  Medicine,  it  formed  the  Tufi:s 
Managed  Care  Institute  to  educate  physi- 
cians on  how  to  maximize  value  and 
cost-savings  in  the  new  medical  climate. 

"Boston's  hospitals  and  medical 


biotechnology,  data  communications, 
telecommunications  and  computer 
industries  flourish  in  Greater  Boston, 
fueled  by  the  region's  venture  capital, 
universities  and  corporate  funding. 
The  area  is  home  to  more  than  100 
biotech  firms.  The  number  of  software 
companies  in  Massachusetts  jumped 
from  800  in  1989  to  2,200  in  1996, 
with  the  vast  majority  in  the  Boston 
area.  During  that  same  period,  soft- 
ware revenues  tripled  to  $7.8  billion, 
says  Joyce  Plotkin,  president  of  the 
Massachusetts  Software  Council. 

"Twenty  percent  of  all  U.S.  venture- 
capital  dollars  —  about  $1  billion  per 
year  —  is  invested  in  Boston-area  start- 
ups," says  Robert  Higgins,  managing 
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HARRIS  A.  BERMAN, 
M.D.,  FACP 

Chief  Executive  Officer 

TUFTS  HEALTH  PLAN 

Founded  in 
1981,  Waltiiam- 
based  Tufts 
Health  Plan  is 
the  fastest- 
growing  and 
one  of  the 
largest  managed  care  compa- 
nies in  New  England.  Tufts  has 
over  650,000  members  in 
Massachusetts,  New  Hampshire, 
Maine  and  Rhode  Island.  Its 
network  currently  includes  96 
hospitals  and  more  than  14,000 
physicians. 

Tufts  products  include  a 
health  maintenance  organization 
(HMO)  and  point-of-service  (PCS) 
plan;  a  preferred  provider  organi- 
zation (PPG);  and  Secure 
Horizons®,  Tufts  Health  Plan  for 
Seniors,  a  Medicare-risk  product. 

In  addition  to  comprehensive 
coverage,  members  receive  auto- 
matic enrollment  in  a  participat- 
ing fitness  center  and  discounts 
on  health  and  wellness  programs. 

Tufts  Associated  Health 
Maintenance  Organization,  Inc., 
and  Total  Health  Plan,  Inc. 
have  been  awarded  full  accredi- 
tation status  by  the  National 
Committee  for  Quality  Assurance. 
In  addition,  Tufts  Health  Plan 
topped  the  list  in  overall  satis- 
faction in  a  1996  independent 
survey  of  1,495  managed  care 
members  of  three  Boston-area 
HMOs.  The  survey  was  conduct- 
ed by  CareData  Reports  Inc., 
based  in  New  York.  Tufts  also 
ranked  first  in  eight  of  nine  gen- 
eral satisfaction  categories. 


TUFTS  H  Health  Plan 


partner  of  Highland  Capital  Partners, 
a  Boston-based  venture-capital  firm, 
and  president  of  the  New  England 
Venture  Capital  Association.  "Boston 
is  a  strong  second  to  Silicon  Valley  in 
venture  dollars.  Health  care,  biotech- 
nology and  information  technology 
companies  lead  the  way.  Right  now, 
there's  an  acquisition  feeding  frenzy, 
with  the  result  that  any  one  company 
spins  off  five  new  ones.  Datacom  is 
an  extremely  hot  category." 

In  1996,  more  than  $107  million 
was  invested  in  Massachusetts  (primar- 
ily Boston  area)  communications  com- 
panies, according  to  the  1996  edition 
of  MoneyTree.  And  the  state's  telecom- 
munications companies  have  experi- 
enced stunning  recent  growth,  adding 
more  than  34,000  new  jobs  and  qua- 
drupling their  sales  revenues  to  $42.5 
billion  in  the  past  three  years,  accord- 
ing to  the  Boston  Globe. 

By  and  large,  Boston's  technology- 
based  companies  are  younger  and 
smaller  than  the  more  established 
financial  services  and  health  care 
industries.  They  include  such  compa- 
nies as: 

■  Open  Market,  which  sets  up  elec- 
tronic Internet  transactions 

■  Avid  Technology,  which  produces 
software  for  audio  and  video  editing 
on  a  computer 

■  Bolt  Barenek  Newman  (BBN), 
one  of  the  creators  of  the  Internet  and 
now  an  Internet  service  provider 

■  NetGenesis,  a  high-end  provider  of 
Internet-based  communications  software 

■  IDX,  a  creator  of  software  for  hos- 
pitals 

■  Cambridge  Technologies  Partners, 
systems  integrators  that  implement 
custom  technology  solutions 

■  Mainspring  Communications,  an 
electronic  publisher  of  Internet  devel- 
oper tools. 

A  BankBoston  report  titled  M.I.  T: 
The  Impact  of  Innovation  indicates  that 
companies  spawned  by  M.I.T  gradu- 
ates account  for  over  one-third  of  man- 
ufacturing employment  in  Boston  and 
more  than  60%  of  employment  in 
electronics  and  instruments.  "These 
companies  have  a  disproportionate 


HENRI  BOUBEE 

General  Manager 

THE  RITZ-CARLTON, 
BOSTON 

Setting  the  high- 
est standards 
of  excellence 
for  seventy 
years.  The 
Ritz-Carlton, 
Boston  provides 
the  finest  in  service,  accommo- 
dations and  cuisine.  To  com- 
memorate and  celebrate  this 
important  milestone  year,  we 
have  implemented  a  program  of 
innovation  and  renovation. 

From  top  to  bottom,  guests 
will  enjoy  new  dining  choices 
including  the  exclusive  private 
dining  room  in  The  Wine  Cellar 
and  the  new  Ritz  Roof 
Restaurant,  which  will  reopen 
this  summer  after  a  complete 
renovation.  Guests  will  also 
appreciate  the  new  "modern" 
touches,  including  an  electronic 
lock  system,  three  newly  reno- 
vated Club  Floors  and  Lounge, 
in-room  dual-line  telephone  sys- 
tem with  modem  hookup  and 
voice  mail  and  a  state-of-the-art 
business  center  that  will  be 
installed  by  the  end  of  the  year. 

On  May  18,  1927,  The  Ritz- 
Carlton,  Boston  opened  its 
doors  to  the  local  community 
and  to  international  society. 
So  much  has  changed  since  the 
grand  opening,  yet  the  valued 
traditions  and  timeless  elegance 
endure. 


The  Ritz-Carlton^ 

Boston 
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WILLIAM  VAN  FAASEN 

President  and 
Chief  Executive  Officer 

BLUE  CROSS 
AND  BLUE  SHIELD  OF 
MASSACHUSSETS 


The  future  of 
health  care  is 
being  shaped 
in  Boston 
through  innova- 
tions in  medi- 
cine, technology 
and  public  policy.  With  more  than 
a  half-century  of  experience,  Blue 
Cross  and  Blue  Shield  of 
Massachusetts  is  a  leader  in  this 
environment  of  market-driven 
health  care  reform. 

As  the  largest,  independent 
not-for-profit  health  insurer  in  the 
region,  Blue  Cross  and  Blue 
Shield  has  always  been  active 
within  the  community  and  with 
local  government  as  a  proponent 
for  improving  health  care  access 
and  quality.  In  1996,  we 
founded  The  Health  Care  and 
Policy  Institute  to  research  and 
address  these  important  public 
health  issues. 

Blue  Cross  and  Blue  Shield 
serves  about  two  million  mem- 
bers, including  nearly  one  million 
managed  care  members,  in 
Massachusetts  and  New  England, 
and  we  draw  upon  expertise  with- 
in the  Boston  community  to  con- 
tinually improve  our  service  and 
our  members'  well-being.  For 
example,  our  clinical  quality  initia- 
tives have  raised  the  performance 
standards  of  our  health  plans  to 
national  leadership  levels. 

We  feel  the  Boston  community 
offers  us  the  opportunity  to  offer 
our  members  the  very  best  in 
health  care. 


BhieCross  BlueShield 
V^M  \»#/  of  Massachusetts 


An  Independent  Licensee  of  the 
Blue  Cross  and  Blue  Shield  Association 
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(Clockwise  from  top  left)  Boston  University  campus,  which  serves 
some  30,000  undergraduate  and  graduate  students;  Suffolk  University, 
with  Mayor  Menino  (center),  at  the  dedication  of  the  Frank  Sawyer  School  of 
Management  in  1995;  The  University  of  Massachusetts  Boston,  located 
downtown;  and  Bentley  College  in  nearby  Waltham,  Mass. 


importance  to  their  local  economies 
because  they  usually  sell  to  out-of-state 
and  vvforld  markets  and  because  they  so 
often  represent  advanced  technologies," 
the  report  says.  "These  companies  are 
more  likely  to  be  planning  expansion 
than  companies  in  other  industries. 
They  tend  to  export  a  higher  percent- 
age of  their  products,  hold  one  or  more 
patents  and  spend  more  of  their  rev- 
enues on  research  and  development." 

Among  the  established  Boston-area 
companies  founded  by  M.I.T  gradu- 
ates are  Raytheon  in  missile  and  guid- 
ance systems;  Thermo  Electron  in 
instruments  and  environmental  tech- 
nology; Lotus  Development  in  soft- 
ware; Cabot  Corporation  and 
American  Superconductor  in  advanced 
materials;  Teradyne  in  testing  equip- 
ment for  electronic  components;  BBN 
in  networking;  Genzyme,  Biogen  and 
Alpha-Beta  in  biotechnology;  Bose  in 
speaker  systems;  and  PictureTel  in 
video  conferencing. 

Another  is  Gillette,  a  global  leader  in 
blades,  razors  and  other  consumer 
products.  Gillette  has  its  most 
advanced  razor-and-blade  plant  in 


South  Boston.  Founded  in  Boston  in 
1901,  Gillette  now  has  4,000  employ- 
ees in  Boston  and  worldwide  opera- 
tions with  44,000  employees  around 
the  globe. 

Such  companies  are  dependent  on 
highly  skilled  professionals  who  can 
build  corporate  cultures  of  innovation. 
And  Boston  supplies  that.  Data 
General,  the  $1.3  billion  manufacturer 
of  computer  servers  and  storage  systems 
that  derives  40%  of  its  revenues  from 
international  sales,  relies  on  the  high 
caliber  of  local  graduates  to  fuel  success. 

"Outside  of  Silicon  Valley,  metro 
Boston  has  the  nation's  most  highly 
skilled  and  entrepreneurial  workforce, 
one  that  excels  at  out-of-the-box  think- 
ing," says  Dr.  Joe  Weiss,  a  Belmont- 
based  management  consultant,  profes- 
sor of  business  at  Bentley  College  and  j 
author  of  Regional  Cultures  and 
Entrepreneurship.  "In  fact,  many 
Boston  startups,  especially  those  that 
are  acquired  or  merged,  are  moving 
ahead  of  Boston's  executive  skill  sets 
and  forcing  professionals  to  a  new  level 
of  performance." 

Open  Market,  Inc.,  a  leading 
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JON  WESTLING 

President 
BOSTON  UNIVERSITY 
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Ever  since 
Professor 
Alexander 
Graham  Bell 
invented  the 
telephone  in  a 
Boston 

University  laboratory,  we  have 
played  an  important  role  in  build- 
ing Boston's  reputation  as  the 
nation's  premier  source  of  intel- 
lectual capital. 

With  academic  programs  in 
fields  ranging  from  law  and  med- 
icine to  manufacturing  engineer- 
ing and  music,  Boston  University 
produces  graduates  who  pos- 
sess the  knowledge,  imagination 
and  flexibility  to  succeed  in  the 
modern  workplace.  Many  of 
these  graduates  remain  in 
Boston,  where  they  contribute  to 
the  city's  business,  academic 
and  arts  communities. 

Boston  University's  scientists 
pursue  fundamental  knowledge 
that  can  be  transferred  from  the 
laboratory  to  the  marketplace, 
creating  new  products,  compa- 
nies and  jobs.  With  the  assis- 
tance of  our  Community 
Technology  Fund  -  the  first  suc- 
cessful university-based  venture 
capital  fund  -  Boston  University 
and  its  researchers  have  created 
a  number  of  leading  high-technol- 
ogy and  biotech  firms,  including 
Itek  (NYSE:  Litton)  and  Seragen 
(NASDAQ:  SRGN). 

Boston  University  is  proud  to 
be  a  leading  source  of  intellec- 
tual capital  not  just  for  Boston, 
but  for  the  world. 


provider  of  Internet  commerce  soft- 
ware, is  a  prime  example  of  a  recent 
Boston  startup.  Founded  in  1994,  it 
went  public  in  1996,  and  now  has  a 
stock  valuation  of  around  $300  mil- 
lion. "The  Boston  area  has  a  culture 
of  nurturing  small  companies,  offering 
technical  expertise,  entrepreneurship 
and  access  to  venture  capital.  A  com- 
pany comes  together  here  much  faster 
than  it  would  elsewhere,"  says 
Shailchar  Ghosh,  cofounder  and  chair- 
man. "Seven  of  our  original  ten 
employees  had  advanced  degrees  from 
Harvard  and  M.I.T.  Greylock,  our 
venture  partner,  also  delivered  one  of 
our  founders." 

Indeed,  activity  in  computer  and 
related  fields  is  so  strong  that  employ- 
ees have  the  best  opportunities  in  a 
decade.  "There  are  lots  of  jobs,"  says 
Plotkin.  "Salaries  are  up,  and  signing 
bonuses  are  more  and  more  common. 
This  is  a  very  broad-based  surge. 
Business  is  hopping  in  telecom,  multi- 
media, Internet  and  artificial  intelli- 
gence. This  is  Yankee  ingenuity  at 
work." 

Economic  development  experts 
point  to  environmental  engineering 
and  advanced  materials  manufacturing 
as  two  areas  expected  to  provide  simi- 
lar growth  in  the  future.  A 
Massachusetts  program  called  Strategic 
Envirotechnology  Partnership  (STEP) 
provides  startup  engineering  compa- 
nies with  access  to  venture  capital  and 
technical  and  permitting  consultants. 
The  state's  Office  of  Technical 
Assistance  provides  technology  sharing 
for  companies  looking  to  switch  from 
manufacturing  with  high-toxic  materi- 
als to  low  or  nontoxic  materials. 

The  Academic 
"Athens  of  America" 

Metro  Boston's  68  colleges  and  univer- 
sities (32  within  the  city  itself)  enroll 
240,000  students  annually.  These 
institutions  pump  new  brain  power 
and  knowledge  into  the  consulting, 
technology,  financial  and  other  indus- 
tries. Boston  University  alone  has 
nearly  30,000  undergraduate  and 
graduate  students.  Of  the  roughly 


CHARLES  K.  GIFFORD 

Chief  Executive  Officer 
BANKBOSTON 

Founded 
in  1784, 
BankBoston 
!S  the  15th- 
largest  bank 
holding 
company 
in  the  United  States,  with 
assets  of  $62  billion.  We  are 
New  England's  only  global 
bank,  with  more  than  100 
offices  in  23  countries  in 
Latin  America,  Europe  and  Asia  - 
the  third-largest  overseas 
network  of  any  U.S.  bank. 

As  we  celebrate  the 
80th  anniversary  of  our  first 
overseas  branch,  in  Buenos 
Aires,  and  our  50th  anniversary 
of  our  presence  in  Brazil,  we 
remain  a  global  resource  for 
companies  seeking  to  seize 
opportunities,  whether  here  in 
New  England,  elsewhere  in  the 
United  States  or  in  Latin 
America  and  other  emerging 
markets.  Our  nationally  recog- 
nized expertise  in  corporate 
banking  provides  relationship- 
driven  financial  solutions  to 
meet  the  complex  financial 
needs  of  corporations. 

We'd  like  the  opportunity  to 
serve  you  -  and  we  welcome 
you  to  Boston,  a  city  whose 
world-class  excellence  we're 
proud  to  reflect  in  the  name 
and  the  brand  under  which 
we  do  business  around  the 
corner  and  around  the  world. 
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GARY  L.  COUNTRYMAN 

Chairman  and 
Executive  Officer 

LIBERTY  MUTUAL  GROUP 


This  year 
marks  the 
85th  Anniver- 
sary of  the 
Liberty  Mutual 
Group. 
Founded  in 
Boston  in  1912  to  write 
Massachusetts  Workers 
Compensation  insurance,  the 
Liberty  Mutual  Group  today  is  a 
diversified  financial  services 
company  w/ith  worldwide  opera- 
tions and  one  of  the  largest 
multi-line  insurers  in  the  property/ 
casualty  field. 

With  over  23,000  employees. 
Liberty  Mutual  Group  employs 
close  to  4,000  people  in 
Massachusetts.  In  the  Greater 
Boston  area  are  our  headquar- 
ters, several  of  our  sales  and 
service  offices  and  Liberty 
Financial  Companies  -  our  finan- 
cial services  subsidiary.  We 
also  own  and  operate  in  Greater 
Boston  an  independent  research 
facility  to  study  both  the  causes 
and  treatment  of  workplace 
injuries  and  a  center  for  the 
treatment  of  those  injuries. 

The  Boston  area  is  a  business, 
educational,  medical  and  cultural 
center  that  provides  a  special 
quality  of  life  for  our  people  and 
their  families.  The  proximity  of 
so  many  fine  colleges  and  univer- 
sities also  gives  us  the  ability  to 
recruit  talent  locally.  We  are 
proud  of  our  Boston  heritage.  It's 
a  great  place  to  live  and  work. 


LIBEKn^i 

mutual: 

\U  freedom  of  LiheT^ 


BOSTON:  Intellectual  Capital 

500,000  foreign  students  who  enroll  in 
U.S.  institutions  of  higher  learning 
every  year,  Greater  Boston  draWs  the 
highest  concentration  of  any  metropol- 
itan region,  according  to  The 
WorldPaper  editor-in-chief  Snow. 

A  mecca  of  higher  learning,  Boston 
is  also  a  source  of  intellectual  capital 
for  business  and  a  hotbed  of  technolo- 
gy transfer  between  academic  and  busi- 
ness institutions.  For  example: 

•  The  University  of  Massachusetts 
Boston,  the  only  public  institution  of 
higher  learning  in 
the  city,  has  sever- 
al economic 
development  ini- 
tiatives that  pro- 
vide advice  and 
high-tech  services 
to  more  than 
1,000  local  com- 
panies. 

•  The  recently 
completed  Boston 
University  Center 
for  Photonics 
Research  ($85 
million)  has  set 
aside  40%  of  its 
facility  as  incuba- 
tor space  for  start- 
up companies, 
which  the  Center 
will  support  with 
research  and  business  services. 

•  Suffolk  University,  situated  in  the 
shadow  of  the  State  House  on  Beacon 
Hill  and  breaking  ground  for  a  new 
$65  million  law  school  building,  counts 
among  its  graduates  three  sitting  mem- 
bers of  Congress,  a  number  of  top-level 
CEOs,  judges  and  other  policy  makers. 

•  Bentley  College,  which  moved 
from  Boston  to  neighboring  Waltham 
in  1968,  is  New  England's  largest  insti- 
tution of  higher  learning  specializing  in 
professional  business  education,  and  is 
recognized  for  integrating  a  diverse 
business  curriculum  with  the  arts  and 


powered  consulting  firms  as  Arthur  D 
Little  and  Boston  Consulting  Group. 

A  coalition  of  business,  educators, 
labor  and  government  have  organized 
to  provide  Internet  access  to  young 
people.  On  last  October's  Net  Day,  18 
Boston  schools  were  wired  for  the 
Internet.  This  year  1 5  more  schools 
and  12  community  centers  have  gone 
on-line.  Equipment  is  being  provided 
free  by  3COM,  a  Silicon  Valley  net- 
working company,  and  the 
International  Brotherhood  of  Electrical 


sciences. 

As  well  as  feeding  the  area's  medical 
and  technology  clusters  with  a  highly 
skilled  workforce,  metro  Boston's  col- 
leges and  universities  feed  such  high- 


Workers  is  donating  time  and  labor. 

"As  we  look  to  the  future,"  says 
Mayor  Menino,  "we  should  consider 
how  the  information  superhighway 
could  determine  the  rise  and  fall  of 
metropolitan  areas  in  the  21st  century, 
just  as  interstate  highways  have  done  in 
the  20th  century  and  railroads  did  in 
the  19th  century.  Boston  has  the 
potential  to  become  America's  premier 
city  in  the  information  age.  The  ingre- 
dients are  already  in  place:  world- 
renowned  schools,  the  finest  health 
care  in  the  world,  an  innovative  high- 
technology  sector  and  a  financial  ser- 
vices industry  stronger  than  any  other 
in  America." 

"America's  Walking  City" 

"Boston  boasts  some  of  urban 
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SHERRY  H.  PENNEY 

Chancellor 

THE  UNIVERSITY  OF 
MASSACHUSETTS  BOSTON 

The  University 
of  iVIassachusetts  Boston: 
Boston's  Brain  Trust 

In  a  city  rich  in 
higher  educa- 
tion, what  sets 
UMass  Boston 
apart?  We  have 
expanded  our 
role  as  Boston's 
only  public  university  to  include: 

•  First-call  research  institutes 
helping  business,  government 
and  labor; 

•  A  graduate  program  featuring 
the  UMass  Boston  College  of 
Management  and  nine  doctoral 
programs; 

•  Economic  development  initia- 
tives, advice  and  high-tech  research 
for  nearly  1,000  area  corporations; 

•  A  tradition  of  graduating 
Boston's  workers  and  leaders, 
including  Congressman  Joseph 
Kennedy,  Boston  Mayor  Thomas 
Menino  and  numerous  CEOs; 

•  Affordable  education  from  bac- 
calaureate to  doctorate  (as  well  as 
extensive  continuing  education); 

•  Developing  Boston's  civic 
agenda  through  the  Great  Cities 
Advisory  Board; 

•  A  500-member  faculty  of  extra- 
ordinary magnitude,  including 
winners  of  the  Pulitzer,  the 
Guggenheim  and  the  Fulbright, 
holding  doctorates  from  Oxford, 
Harvard  and  Yale; 

•  A  highly  motivated  student  body 
ranging  from  age  18  to  80,  nearly 
60%  also  working  full-time. 


Researcli  for  Boston. 
Graduates  for  Boston. 
Boston's  Brain  Trust. 
UMass  Boston. 


Americas  finest  public  spaces  and 
parks,  including  the  Freedom  Trail, 
the  Black  Heritage  Trail,  historic 
Beacon  Hill  and  the  North  End,"  says 
Cecily  Foster,  director  of  the  city's 
Office  of  Special  Events  and  Tourism. 
"The  city  is  really  a  collection  of  inti- 
mate villages,  each  with  its  own  way  of 
connecting  people."  From  the  foot- 
powered  swan  boats  in  the  Public 
Garden  to  the  bustle  of  Faneuil  Hall 
and  Quincy  Market,  Boston  is  revered 
as  "America's  Walking  City." 

Some  10.6  million  people  visited 
Boston  in  1996,  up  6%  over  1995. 
Projections  for  1997  indicate  a  3% 
rise  in  visitors  to  10.9  million. 
International  arrivals  are  the  fastest- 
growing  segment  at  Logan  Airport, 
the  I6th-busiest  airport  in  the  U.S. 
The  Massachusetts  Port  Authority  has 
launched  a  $  1  billion  plan  at  Logan  — 
the  airport's  first  major  renovation  in 
25  years  —  to  upgrade  the  interna- 
tional customs  gateway  and  build  new, 
more  accessible  parking  garages  and 
better  links  to  public  transportation. 

Today,  Boston's  waterfront  is 
buzzing  with  water  shuttles  and  taxis. 
New  waterfront  development  on  the 
400  acres  owned  by  Massport  mixes 
luxury  hotels  and  office  space  with  fish 
processors  and  other  traditional  mar- 
itime industries  to  preserve  and 
enhance  Boston's  accessible,  working 
waterfront.  In  addition,  the  Boston 
Redevelopment  Authority  (BRA)  is 
planning  fish  farm  and  related  aqua- 
culture  initiatives  for  the  harbor's 
waters. 

Boston's  three  existing  convention 
sites  —  John  B.  Hynes  Veterans 
Memorial  Convention  Center,  the 
World  Trade  Center  and  the  Bayside 
Exposition  Center  —  are  used  exten- 
sively by  domestic  and  international 
meeting  planners.  In  1 996,  the  three 
sites  held  more  than  300  events,  rang- 
ing from  regional  meetings  with  500 
guests  to  international  conventions 
with  17,000  delegates.  The  Hynes 
Convention  Center  is  located  next  to 
the  Sheraton  Boston  Hotel,  ITT 
Sheraton's  flagship  hotel,  and  connect- 
ed by  glass-enclosed  walkways  to  the 


ALLAN  I.  GREENBERG 

President  and 
Chief  Executive  Officer 

HARVARD  PILGRIM 
HEALTH  CARE 


Harvard  Pilgrim 
Health  Care, 
the  region's 
largest 
nonprofit 
health  plan, 
provides  care 
and  coverage  to  more  than  1.1 
million  people  in  New  England. 
Harvard  Pilgrim  has  received  full 
accreditation  from  the  National 
Committee  for  Quality  Assurance. 

Our  mission  is  to  improve  the 
health  of  our  members  and  pro- 
vide outstanding  value  and  ser- 
vice. More  than  8,000  employ- 
ers offer  our  plans,  and  we 
enroll  Medicare  and  Medicaid 
beneficiaries  as  well.  The 
Harvard  Pilgrim  Health  Care 
Foundation  funds  unique  teach- 
ing, research  and  community 
service  programs  that  Improve 
the  health  of  the  communities 
we  serve. 

Our  roots  are  in  Greater 
Boston,  where  many  of  our 
9,000  employees  live,  work  or 
enjoy  its  cultural,  entertainment, 
sports  and  recreational  opportu- 
nities. We  are  honored  to  count 
most  of  Boston's  leading  compa- 
nies and  institutions  among  our 
customers.  Together  we  develop 
innovative  approaches  to  provid- 
ing high-quality,  cost-effective 
health  care  to  their  employees. 
That's  why,  in  Boston,  it's  easy 
to  say  that  "Making  life  better  is 
our  life's  work." 


Harvard  Pilgrim 
Healthcare 


MALCOLM  ROGERS 

Director 

MUSEUM  OF  FINE  ARTS, 
BOSTON 


The  Museum 
of  Fine  Arts, 
Boston  is  one 
of  the  greatest 
encyclopedic 
museums  In 
the  world.  Its 
outstanding,  and  in  some  cases 
unequaled,  collections  include 
such  Impressionist  masterpieces 
as  Renoir's  Dance  at  Bougival 
and  the  largest  collection  of 
Monets  outside  of  Paris.  The 
MFA  houses  the  most  compre- 
hensive Asian  collection  under 
one  roof  in  the  world,  and  pos- 
sesses distinctive  holdings  in 
Egyptian  and  Classical  art  as 
well  as  American  and  European 
paintings,  decorative  arts  and 
sculpture. 

In  its  125  years,  the  MFA  has 
welcomed  more  than  51  million 
visitors  from  around  the  world, 
and  currently  presents  some  18 
temporary  exhibitions  and  collec- 
tion rotations  each  year.  It  also 
hosts  a  variety  of  lectures  and 
films,  musical  performances  and 
many  family  activities  throughout 
the  year. 

Open  seven  days  a  week, 
admission  is  $10  for  adults,  $8 
for  senior  citizens  and  free  for 
children  17  years  old  and  under. 
Thursday  and  Friday  evenings 
after  5:00  p.m.,  admission  is 
reduced  by  $2.  Wednesdays  after 
4:00  p.m.,  admission  is  by  volun- 
tary contribution. 


BOSTON 


BOSTON:  Intellectual  Capital 


upscale  Copley 
Place  shopping  mall 
next  to  historic 
Trinity  Church. 

Bostons  hotel 
occupancy  rate  in 
1996  was  just  under 
80%,  one  of  the 
highest  in  the 
nation.  "With  a 
strong  average  room 
rate  of  $  1 30  to 
$160  in  the  Back 
Bay  area,  we'll  be 
getting  more 
hotels,"  says  the 
BRA's  O'Brien. 
"We  have  nearly 
1 ,400  new  rooms 
going  into  the 
ground  right  now, 
with  another  1,300 
in  the  planning 
stages." 

ITT  Sheraton's 
first  hotel  was  in 
Boston,  and  its 
world  headquarters 
are  still  in  Boston. 
In  addition, 
Sheraton's  world- 
wide reservation  sys- 
tem and  national  sales  office  is  located 
right  outside  the  city  in  Braintree. 

The  original  Ritz-Carlton  hotel  is 
also  in  Boston,  celebrating  its  70th 
anniversary  this  year.  This  Boston 
landmark,  known  for  its  timeless  ele- 
gance and  tradition,  is  ideally  situated 
on  fashionable  Newbury  Street  and 
overlooks  the  oldest  botanical  garden 
in  the  country.  The  hotel  is  marking 
its  anniversary  with  a  multimillion  dol 
lar,  top-to-bottom  renovation  that 
includes  a  private  dining  room  in  The 
Wine  Cellar,  the  new  Ritz  Roof  restau- 
rant (reopening  the  beginning  of  July) 
and  a  state-of-the-art  business  center. 

Besides  its  historical  attractions, 
Boston  offers  visitors  several  world- 
class  cultural  institutions.  The  Boston 
Museum  of  Science,  the  New  England 
Aquarium  (currently  under  renovation 
and  expansion),  the  Wang  Center  for 
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the  Performing  Arts,  the  Gardner 
Museum,  Boston  Symphony  and 
Museum  of  Fine  Arts  are  nationally 
known  and  acclaimed  institutions.  ; 

The  Museum  of  Fine  Arts  exhibits 
more  Monet  paintings  than  any  other 
museum  outside  Paris  and  boasts  the 
best  collection  of  Asian  art  in  the 
Western  world.  Next  September  it  will 
open  an  extraordinary  Picasso  exhibi- 
tion titled  "The  Early  Years:  1 892- 
1906,"  which  will  display  more  than 
100  works  that  Picasso  painted 
between  the  ages  of  1 1  and  25. 
(Tickets  for  members  go  on  sale  in 
June;  for  nonmembers  in  July.) 

Exceptional  Quality  of  Life 

Located  within  easy  driving  distance  of 
Cape  Cod,  the  Berkshire  Mountains  of 
western  Massachusetts,  the  White 
Mountains  of  New  Hampshire,  the 
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JOSEPH  MORONE 

President 
BENTLEY  COLLEGE 

Dr.  Joseph  G. 
Morone,  dean 
of  the  Lally 
School  of 
Management 
and  Tech- 
nology at 
Rensselaer  Polytechnic  Institute 
from  1992  to  1997,  is  Bentley 
College's  sixth  president. 

Morone  started  his  career  in 
strategic  planning  at  the  General 
Electric  R&D  Center,  took  a 
leave  to  work  for  President 
Reagan's  science  adviser,  and 
then  served  as  a  senior  associ- 
ate for  a  technology-strategy  con- 
sulting firm,  before  joining  the 
Rensselaer  faculty  in  1988.  He 
has  written  extensively  on  the 
relationship  between  technology 
and  general  management. 

Bentley  College,  located  on  a 
110-acre,  beautifully  landscaped 
Waltham  campus,  is  New 
England's  largest  institution  of 
higher  learning  specializing  in 
professional  business  education. 
Its  Undergraduate  College, 
Graduate  School  of  Business 
and  Division  of  Continuing 
Education  combine  an  increas- 
ingly diverse  business  curriculum 
with  a  broad  liberal  arts  and  sci- 
ences program.  Its  faculty  bal- 
ance scholarship  with  high-quality 
teaching;  students  receive  an 
affordable  superior  education. 
Dr.  Morone  is  committed  to 
advancing  the  college's  leader- 
ship position  in  business  educa- 
tion and  its  related  application 
of  information  technology. 


BENTLEY 


Green  Mountains  of  Vermont  and  the 
coast  of  Maine,  Boston  is  a  great  place 
to  live  and  raise  a  family.  The  area  has 
superb  schools,  from  the  Boston  Latin 
exam  school  in  the  city,  which  many 
consider  the  best  public  high  school  in 
the  country,  to  excellent  public  school 
systems  in  the  nearby  towns  of 
Lexington,  Dover,  Weston  and 
Newton  as  well  as  a  host  of  nearby 
private  secondary  schools  including 
Buckingham,  Browne  and  Nichols; 
Roxbury  Latin;  Milton  Academy;  and 
Noble  &  Greenough. 

"Scientifically  oriented  entrepreneurs 
like  living  in  the  Boston  area,"  says 
BankBoston's  report  The  Impact  of 
Innovation.  "Absent  the  symphony,  the 
parks,  the  ocean,  the  universities,  the 


art  museum  and  the  other  cultural 
attractions  that  make  Boston  unique, 
the  city  would  fail  to  hold  these  entre- 
preneurs and  would  grow  more  slowly." 

"Boston  is  a  vibrant,  cosmopolitan 
and  hospitable  city,  steeped  in  history 
and  culture,  that  continues  to  shape 
the  fiiture  while  preserving  its  rich 
heritage,"  says  Mayor  Menino.  "It's  a 
great  place  to  live  and  work.  It  s  all 
right  here." 

Author  Nick  Sullivan  has  had  family 
living  in  Boston  since  1870. 

Project  manager  for  the  City  of 
Boston:  Antonio  Nunziante. 


PETER  BLUTE 

Executive  Director 
and  Chief  Executive  Officer 

MASSACHUSETTS 
PORT  AUTHORITY 


The  Massa- 
chusetts Port 
Authority  is 
proud  to  bring 
^  -  -3<*^^^    you  to  Boston. 
^Kh  ^^^^      Whether  you 
HEH^^^^I    fly  in  to  our 
port,  send  goods  through  our 
seaport,  drive  over  our  bridge  or 
simply  walk  around  the  working 
docks,  fish  piers  and  restaurants 
on  our  400  acres  of  downtown 
waterfront,  Massport  is  your  con- 
nection to  Boston,  Massachu- 
setts and  New  England. 

We  run  the  nation's  16th- 
busiest  airport,  Logan  Internation- 
al Airport,  which  welcomed  more 
than  25  million  travelers  last 
year.  Two  terminals  in  our  sea- 
port handle  more  than 
$1  billion  in  cargo  every  year,  and 
our  Black  Falcon  Terminal  has 
brought  a  bustling  cruise-ship 
trade  to  the  nation's  most  historic 
harbor.  The  Tobin  Bridge,  nearly 
a  mile  longer  than  the  Golden 
Gate,  takes  you  to  the  North 
Shore's  beaches  and  tourist  sites. 

Working  with  city  leaders,  we 
are  revitalizing  Boston's  water- 
front with  new  luxury  hotels  and 
graceful  office  towers,  while 
keeping  traditional  maritime 
industries  in  place. 

In  addition,  our  facilities 
generate  30,000  jobs  and 
$5  billion  in  economic  benefits 
to  the  region. 

Come  to  Boston,  and  we'll  be 
in  touch. 


INTERNATIONAL 


Come  to  the  city 
that  helped  secure  the  right  to 
life  and  liberty,  and  where  the 
pursuit  of  happiness  is  always 
within  walking  distance. 


The  oldejt  commuuiuniet)  wardhip  afloal,  the  USS  ConjtUiitwn 
celebrated  it)  200th  birthday  th  'ui  year. 

Boston  fought  hard  in  the  War  for  Independence.  Since  The  Freedom  Trail.  Historic  Faneuil  Hall  Marketpla 

then,  even  more  effort  has  gone  into  making  this  a  great  Fashionable  Newbury  Street.  Museums.  Nightlife.  P 

city  to  visit.  That's  why  Boston  has  so  many  great  attrac-  much  more.  For  more  information,  call  (617)  536-41 

tions  -  and  why  most  are  within  walking  distance.  There's  or  fax  (617)  424-7664. 


Boston. 

America's  Walking  City. 


Thoniod  M.  Meniiio,  Mayor 

Mayor',)  Office  of  Special  Event)  c3  Tourum;  Greater  Bo,)ton  Convention  e3  Vi^itom  Bureau;  Hynej  Convention  Center 


i/Vhat  does  catnip  have  in  common  with  fatty 
ice  cream?  What  sells  one  also  sells  the  other. 


Warm  and  fuzzy  does  it 


By  Ashlea  Ebeling 


Flipping  over  Fat 
Cat's  catnip  toys 


At  36,  John  Lika,  an  advertising 
executive  at  a  small  Ohio  agency, 
landed  what  looked  like  a  dream  job. 
Ben  Cohen,  of  the  ice  cream  maker 
Ben  &  Jerry's,  chose  him  to  be  his 
marketing  director.  The  year:  1990. 
John's  dream  turned  into  a  night- 
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mare.  After  only  a  year,  Ben  Cohen 
fired  him.  "Ben  and  I  had  an  instant 
honeymoon  that  turned  into  hell 
because  he  needed  an  assistant,  not  a 
freethinker,"  John  says.  'T  realized  I 
wanted  to  build  my  own  brand." 

He  ended  up  helping  to  build  his 
wife's  brand.  Fat  Cat.  When  the 
couple  moved  to  rural  Essex  Junc- 
tion, Vt.,  Anne  picked  up  on  a 
niche  she  had  explored  anci  aban- 
doned   the    year    before — 
making  a  cartoonish 
rag-doll-like  toy  for 
cats,    filled  with 
catnip  and 
shaped  like  a  vet- 
e  r  i  n  a  r  i  a  n  . 
Back  home  in 
Ohio,   Anne  had 
made  only  a  ciozen 
of  them,  mostly  as 
Christmas  presents  for 
the  cats  of  family  and 
friends. 


Once  in  Vermont,  she  spent 
$1,000  on  a  basement  printing 
workshop  and  supplies  anci  found 
she  could  print  enough  fabric  for 
48  toys  a  day.  Too  busy  with  her 
new  baby  to  do  everything  by  her- 
self, Anne  mailed  the  Vet  the 
Victim  cut-outs  to  her  mother  back 
in  Ohio,  who  stuffed  them  with 
catnip  and  fiberfill,  seweci  them  and 
sent  them  back.  Anne  then  pack- 
aged them  by  hand — one  by  one. 

Anne  took  two  dozen  toys  at  a 
time  to  local  pet  stores  and  galleries 


John  and  Anne  Lika  in  Fat  Cat's  Colchester,  Vt.  headquarters 

The  Likas  hope  to  bring  bliss  to  the  country's  65  million  cats 

and  their  owners.  The  couple  use  organic  catnip  and  a  sense  of  humor 

to  market  cartoonish,  rag-doll-like  toys.  The  cast  of  characters 

includes  Trout  Tease,  Revenge  Rover  and  Ne«vt  Hoot. 


run  by  the  Vermont  State  Craft 
Center.  That  first  experimental  year 
Anne  sold  maybe  2,000  toys.  It  was  a 
nice,  profitable  home-based  business: 
The  toys  wholesaled  for  $4.50  and 
the  materials  cost  about  $2.50  per 
toy.  In  the  first  year  she  netted 
$4,000. 

Suddenly  John  was  out  of  work 
and  the  business  turned  into  the 
family  livelihood.  In  building  the  Fat 
Cat  brand,  John  didn't  forget  the 
lessons  learned  marketing  ice  cream. 

Ben  &  Jerry's  customers  were  will- 
ing to  pay  premium  prices  for  an 
artery-clogging  product  in  good  part 
because  the  cunning  Ben  Cohen  had 
persuaded  them  that  he  was  running 
a  socially  responsible  and  environ- 


mentally sensitive  outfit.  Sure,  the 
stuff  was  expensive  and  unhealthy — 
but  the  folks  flogging  the  ice  cream 
were  nice  folks. 

Just  as  Ben  &  Jerry's  plays  up  their 
folksy  and  nonestablishment  image, 
Fat  Cat's  packaging  depicts  the  Lika 
family  cats  (Mel  and  Chuck)  as 
"spokeskitties"  and  "testers." 

Most  cat  toys  are  stuffed  with 
catnip,  which  elicits  frenzied,  playful 
behavior  in  cats.  John  and  Anne  went 
organic,  choosing  premium-grown 
catnip.  John  drew  up  a  marketing 
letter  describing  Fat  Cat's  burgeon- 
ing cult  following  and  sent  it  (with 
samples)  to  hundreds  of  stores. 

The  letter  told  the  story  of  the 
company's  homey  origins;  it  paid  off 


In  1992,  with  the  addition  of  t\\  i 
new  designs — the  snarling  Reveng 
Rover  and  the  pimply-faced  Nast 
Neighborhood  Kid — Fat  Cat  go 
9,000  orders. 

Based  on  that.  Fat  Cat  got  a  Sma 
Business  Administration  loan  to 
$40,000.  Fred  (Chico)  Lager,  forme 
Ben  &  Jerry's  president  and  John' 
friend,  bought  an  8%  interest  in  F.i 
Cat  for  $40,000.  Other  friends  an- 
family  kicked  in  another  $40,000. 

Fat  Cat  hired  its  first  employee,'- 
for  minimum  wage,  a  neighbor's  soi 
helped  pack  the  toys  into  boxes  rum 
maged  from  local  grocery  stores;  2i 
home  sewers  took  over  Anne' 
mother's  duties.  The  printing  opera 
tions  moved  to  a  local  T  shirt  shop 
That  vear,  1993,  the  Likas  solt 
12,500  toys.  With  $50,000  in  rev 
enues,  they  drew  no  salaries. 

Fat  Cat  got  its  first  big  sales  brea 
in  the  summer  of  1994:  a  standin; 
2,400-toy    monthly    order  fron 
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Pesce  Spada  from  Sicilia.  Pinot  Grigio  from 
Friuli.  Magnifica  from  Alitalia. 


Introducing  Magnifica  Class  from  Alitalia.  A  new  class 
of  service  that  encompasses  the  very  best  of  Italy.  The 
finest  foods  from  our  land  and  our  seas.  The  finest  wines 
from  our  vines.  The  warmth  and  care  of  a  people  who 
have  turned  living  into  an  art  form. 

Every  detail  in  Magnifica  is  first  class,  from  our  luxu- 
rious electronically  controlled  seats,  to  our  award-winning, 

Alitalia  participates  in  the  frequent  flier  programs  of  C-ontinental  and  US  Airways.  Newark 


five-Star  meals,  presented  by  attendants  outfitted  exclusively 
by  Armani.  And  when  you  arrive,  a  driver  will  be  waiting 
to  whisk  you  to  your  final  destination  in  Rome  or  Milan. 

Best  of  all,  you  can  fly  Magnifica  to  Italy  for  the  price 
of  a  business  class  ticket.  For  more  information  on  this 
outstanding  new  service,  call  Alitalia  at  1-800-223-5730. 
MAGNIFICA  CLASS.THE  BEST  OF  ITALY.  V;,*^?^* 

his  of>erated  in  partnership  with  Continental  Airlines  and  feature  BusinessFirst^'"  service. 


/Ilitalia 


©1997  Alitalia 


"A  global  hedge  fund 
available  to  the  public" 

The  Contrarian  Fund  " 


*  ^  ★  ^ 

Mornings  TAR  Rated 


Paul 

Stephens 

Portfolio 
Manager 
Co-Founder 


The  Contrarian  Fund  has  earned  the 
Morningstar  Four-Star  rating  based 
on  its  risk-adjusted  performance 
against  492  international  equity 
mutual  funds  for  the  three- 
year  period  ending  4/30/97. 
This  Fund  employs  a  global 
investment  strategy  to  try 
to    limit    your  downside 
risk  while  growing  your 
investment.  To  learn  more 
about  the  advantages  and 
risks  of  investing  in  this 
Fund,  please  call  today. 


\ 


1-800-766-3863  ext.  796 


ROBERTSON 
STEPHENS  & 
COMPANY 


SINCE  1978 


www.rsim.com 


For  more  iiitorniatioii,  including  management  fees,  expenses  and  the  special  risks  (i.e..  short  selling, 
using  options  and  futures)  associated  with  The  Contrarian  Fund,  call  Robertson,  Stephens  &  Company 
LLC,  distributor,  for  a  prospectus.  International  investing  can  involve  greater  currency  fluctuations,  less 
political  and  economic  stabilit)'  and  different  accounting  standards. 

Morningstar's  propriet.ny  ratings  reflect  historical  risk-adjusted  performance,  are  subject  to  change 
monthly  and  are  calculated  from  the  Fund's  three-year  average  annual  returns  in  excess  of  90-day  T-bill 
returns  with  appropriate  fee  adjustments.  For  the  one-year  period  ending  4/30/97.  the  Fund  received 
three  stars  and  was  rated  among  961  international  equity  funds.  Ten  percent  of  the  funds  in  an  invest- 
ment category  receive  five  stars,  the  next  22.5%  receive  four  stars  and  the  next  ^'^%  receive  three  stars. 


Atlanta-based  Pet  Stuff,  a  50-store 
chain.  In  1995  the  Likas  moved 
operations  from  their  home  to  a 
$1 ,200-a-month  warehouse  near 
Burlington,  Vt.  A  few  months  later 
Canton,  Mass. -based  Hills  Depart-! 
meat  Stores  placed  a  huge  order  for 
8,000  toys.  Soon  the  toys  reached  an 
international  audience — at  Harrods 
in  London. 

That  year  sales  quadrupled  to 
$200,000  and  the  Likas  paid  them-, 
selves  a  combined  salary  of  $50,000.1 
But  they  found  themselves  compet- 
ing in  a  business  where  most  com- 
petitors manufactured  abroad  for 
cheaper  labor.  Materials  and  labor  in 

Fat  Cat  has  turned  into  | 
a  cult  of  sorts.  Each  month 
the  company's  spokeskitties, 
Mel  and  Chuck,  receive 
1,500  fan  letters. 

Vermont  cost  $L90  per  toy.  Since 
the  toys  wholesaled  for  $4.50,  that 
left  only  a  $2.60  profit  per  toy,  barely 
covering  salaries  and  overhead. 

John  investigated  offshore  manu 
facturing  options  before  hooking  up 
witli  a  consultant  who  found  a  factory 
in  China  to  make  the  toys.  Production 
costs  have  been  cut  nearly  in  half,  and 
last  year  Fat  Cat  turned  its  first  profit 
of  $80,000  on  sales  of  $1  miUion. 

Nine  new  characters  that  cats  like 
to  attack  have  been  introduced, 
including  Mother-In-Law  and  Trout 
Tease.  Cashing  in  on  politics  in 
nonpartisan  way,  the  firm  now  offers 
Newt  Hoot  and  See  Bill  Run 
Depending  on  your  views,  you  can 
enjoy  watching  tabby  tear  up  your 
least  favorite  politician. 

Fat  Cat  has  turned  into  a  cult  oi 
sorts.  Each  month  1,500  customers, 
some  pretending  to  be  cats,  write  to 
Mel  and  Chuck.  Since  last  August 
more  than  800,000  people  have 
surfed  the  www.fatcats.com  Web  site 
to  enter  their  cats  in  photo  contests, 
ask  a  real  veterinarian  a  question  or 
read  "Mel  and  Chuck's  Incredibly 
True  Adventures." 

What's  next  for  Fat  Cat?  Doe 
toys.  Ben  &  Jerry's  success  has 
faded,  but  their  lesson  lives  on: 
Warm  and  fuzzy  sells.  ■§ 


I 


Bringing    t  he    Fund    Ma  n  a  g  e  r    to  You 
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The  turning  point  in  time. 
Reverso. 


Reverso.  Avant- 
garde  SINCE  1931. 
When  what  you're 
doing  is  more  impor- 
tant than  how  long 
it  takes,  the  reverso 
is  the  only  watch 
that  lets  you  dismiss 
time.  a  nudge,  the 
case  turns,  and 
time  makes  an  ele- 
GANT EXIT.  In  its  place. 

YOUR  OWN  MONO- 
GRAM, ENGRAVED  ON 
POLISHED  GOLD  OR 

STEEL.  High  art.  in  the 
continuous  refine- 
ment of  an  ORIGINAL 
Art  Deco  style,  gen- 
erously DISPLAYED  IN 
A  Grande  Taille  size. 
High  craftsmanship 
IN  the  dependable 
beat  of  the  mechani- 
cal movement  and 
the  smooth  action  of 

THE  swivel  case. 

Crafted  with  dedica- 
tion BY  THE  MASTER- 
watchmakers  of 
Jaeger-LeCoultre 
for  those  who  don't 
need  the  time,  all 

THE  TIME, 


The  PATENT  FOR  THE 
REVERSO  CASE  WAS  REGIS- 
TERED IN  Switzerland 
ON  February  16,  1932. 
Only  Jaeger-LeCoultre 
can  master  the 
complex  mechanism. 


c3L 

<Jaeger-leCoultrp> 


Special  Retrospective  Exhibition 


"Rendez-Vous  at  the  heart  of  time" 

Jaeger-leCoultre  invites  you  to  attend  the  exhibition  "Rendez-Vous  at  the  heart  of  time," 

AN  HISTORICAL  COLLECTION  OF  JAEGER-LECOULTRE  TIMEPIECES  FROM  THE  TURN  OF  THE  CENTURY  TO 
THE  PRESENT.  THIS  EXHIBITION  CAN  BE  VIEWED  AT  THE  TOURNEAU  TiME  MACHINE  IN  NEW  YORK,  NY 

FROM  June  12  -  July  i4.  1997.  For  more  information  about  this  exhibition  or  for  a  free  copy  of 
"The  manufacture's  book  of  timepieces."  please  call  i-800-jlc-time 


lj>ttTtfiy;^COMMMNlCATIONS 


Bill  Gates  doesn't  just  want  your  computer.  He  also  wants  a  piece  of  your 
entertainment  dollar  and  a  commission  on  a  lot  of  the  things  you  buy. 

He  wants  your  eyeballs 


By  Damon  Darlin 


Side  by  side  with  the  sandals-and- 
blue-jeans-wearing  software  types  in 
Redmond,  Wash,  these  days  are  some 
300  people  from  an  older  trade,  jour- 
nalism. They  help  man  MSNBC, 
Microsoft's  joint  venture  with  Gen- 
eral Electric's  NBC,  to  provide  news 
over  the  Internet  and  via  cable.  Other 
scribes  are  sprinkled  through  the  rest 
of  Microsoft's  expanding  Internet 
empire,  the  Microsoft  Network.  They 
write  material  that  MSN  hopes  will 


attract  cyberbrowsers  to  Sidewalk  or 
to  otlier  MSN  media  efforts,  including 
Microsoft  Investor  and  Expedia,  its 
on-line  travel  agency. 

If  any  media  mavens  still  think  Bill 
Gates  isn't  after  their  lunch,  they 
had  better  wake  up.  No,  he  doesn't 
necessarily  want  to  own  a  newspaper, 
but  he's  after  some  of  the  time  and 
attention  that  people  spend  reading 
them,  and  he's  after  some  of  those 
advertising  dollars  that  keep  the 


presses  rolling. 

It's  easy  to  scoff  at  Bill  Gates' 
media  efforts.  Microsoft  has  stum- 
bled a  few  times  in  this  unfamiliar 
business.  The  software  needed  to 
reach  MSN,  a  proprietary  network  akin 
to  America  OnUne  or  CompuServe, 
takes  about  an  hour  to  load  onto 
your  hard  drive  and  then  gobbles  up 
more  precious  storage  than  does 
Microsoft's  large  Office  suite  of  pro- 
grams, more  than  50  megabytes.  The 
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E-maii  service  is  unreliable  and  has 
been  out  of  operation  for  several  days 
at  a  time.  Gates  created  a  media  buzz 
by  picking  former  New  Republic 
editor  Michael  Kinsley  to  start  Slate, 
an  on-line  opinion  magazine.  But  the 
buzz  hasn't  translated  into  much  of  a 
paying  audience.  Slate  has  about 
45,000  regulars  who  get  the  on-line 
version  free.  Kinsley  is  trying  to  sell  a 


show — is  weak.  In  March  Microsoft 
canceled  half  its  entertainment  pro- 
grams, admitting  that  few  people 
watched  them.  It  fired  many  of  its 
temporary  contract  employees  work- 
ing on  the  shows.  Its  current  lineup 
includes  a  show  on  UFOs  and  another 
giving  guitar  lessons.  "If  you  are 
going  for  pure  entertainment,  it's  not 
there  yet,"  concedes  John  Neilson, 


want  to  capture  a  major  share  of  the 
eyeballs  of  America.  With  $9  billion 
in  Microsoft  cash,  and  a  cash  flow 
of  $2  billion,  they  will  hardly  miss 
the  cost. 

Gates  likes  to  emphasize  that  his  is 
a  patient  company  as  well  as  a 
wealthy  one.  Its  early  versions  of 
Word,  the  word  processing  software, 
and  spreadsheet-creator  Excel  were 


MSNBC's  studio  in  Secaucus,  N.J. 
The  cable  network  serves  as 
a  funnel  pushing  viewers  toward 
the  internet  and  Microsoft 
cash  registers. 


print  version  for  $70  a  year. 

Entertainment?  Hollywood  can 
hardly  contain  its  glee.  MSN's  enter- 
tainment programming — a  dismal 
soap  opera  about  life  in  suburban 
New  York  and  a  boring  cartoon 


ill 


illi 


/  9ask 


r 

Microsoft's  vice  president  of  the 
interactive  service  media  division. 

No  threat,  clearly,  to  TV.  Newspa- 
pers, more  directly  threatened  by 
Microsoft's  city  guides,  have  fought 
back  with  Web  sites  of  their  own  and 
with  on-line  real  estate  and  classified 
advertising. 

So  snicker  if  you  will  at  Gates' 
media  flops,  but  don't  relax,  yet.  The 
man  and  the  company  don't  give  up 
when  they  want  something,  and  they 


hardly  world-beaters,  but  money  and 
patience  made  them  so.  Today  those 
products  dominate  the  market  with 
about  90%  market  share.  Netscape 
Communications'  Internet  browser 
was  the  overwhelming  favorite  of 
Web  surfers,  but  Microsoft's  copycat. 
Explorer,  has  already  whittled  off 
nearly  30%  of  that  early  lead. 

Sometimes  Microsoft  sounds 
ambivalent  about  media.  Running 
MSN  is  Laura  Jennings,  35,  vice  pres- 
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Few  readers  pay  for  it,  but  Slate  got  MSN  attention 


ident  of  MSN  and  the  marketer  who 
helped  lead  Office  suite  to  domi- 
nance over  Lotus  Development 
Corpus  office  suite  product.  She 
denies  tliat  MSN  wants  to  invade  other 
people's  turf,  pointing  out  that  MSN 
works  with  the  Village  Voice,  the 
Seattle  Times  and  other  publications 
for  its  Sidewalk  city  guides. 

If  we  had  to  bet,  we'd  say  that  Bill 
Gates  and  his  crew  are  being  a  bit 
disingenuous  when  they  say  they 
want  the  existing  media  as  partners. 
Microsoft's  history  suggests  it  is  a 
company  that  takes  in  partners  to 
learn  from  them  before  competing 
with  them. 

This  much  is  clear:  Microsoft 
rejects  the  better-mousetrap  theory  of 
marketing.  It  does  not  believe  that  by 
building  a  better  Web  site  you  will 
get  the  bigger  share  of  the  business. 
"That's  not  happening,"  Laura  Jen- 
nings notes.  "The  idea  that  people 
know  what  they  want  is  wrong. 
They    need    to    be  pulled 


through  the  Web." 

To  pull  them,  Jennings 
counts  on  Microsoft's  soft- 
ware. What  software  can  do 
that  ordinary  print  and 
broadcast  media  can't  is 
figure  out  what  the  cus- 
tomer wants  and  who  he  or 
she  is. 

An  example:  You  like  jazz. 
You  go  to  MSN  on  your  com- 
puter and  visit  the  Rifff 
music  site.  Your 
computer  remembers 
that  you  like  jazz,  so 
when,  later,  you  tune  into  the 
news,  a  promotion  flashes 
telling  you  about  the  new 
Sidewalk  city  guide  for  New 
Orleans.  (It's  coming  soon.) 
Get  it — New  Orleans — jazz. 
There  may  be  a  flash  on  your 
screen,  a  notice  that  Mungo 
Park,  the  Microsoft  on-line 
travel  magazine,  has  an  article 
on  New  Orleans  jazz. 

Hey,  why  not  book  a  flight 
and  a  hotel  room  through 
Microsoft's  Expedia  travel 
agency  site.> 

Cars?  Show  an  interest  in  cars  and 
the  software  will  identify  you  as  a 
prospect  for  car  ads  and  car  sites.  If 
Microsoft      delivers  a 
prospect  to  a  seller,  there's 
a  commission  in  it.  Invest- 
ing? Maybe  you'd  like  to 
open    an    account  with 
Charles  Schwab.  Click  here 


for  an  application. 

What  Microsoft  can  do,  so  can 
Netscape,  but  Microsoft  has  this 
advantage:  Whereas  Netscape  can 
identify  you  for  other  people's  sites, 
Microsoft  can  often  steer  you  to  a 
Microsoft  site. Think  of  this  in  retail 
ing  terms.  Don't  most  merchants 
prefer  to  sell  you  a  house  brand 
rather  than  someone  else's  brand? 

The  cable  television  news  service, 
MSNBC,  which  is  expected  to  reach  3S 


MSN'S  Web 


Microsoft  sells  $1  million  in  travel  bookings. 


million  subscribers  this  year,  will 
direct  many  people  into  the  MSNBC 
Internet  site  with  constant  cross  pro- 
motion. 

Merrill  Brown. 
MSNBC's    editor  in 
chief,  calls  this  push- 
ing information. 
Interested    in  an 
overseas 
news  fea- 


William  Gates 

CEO 


Pete  Higgins 

Group  V.P. 
Interactive  Media  Group 


I 


Peter  Neupert 

V.P. 

News,  Sports,  Commentary 


Battle-hardened 
software  mar- 
keters— not 
Hoilywood 
softies^ — control 
MSN.  NBC  News 
has  a  say  only 
in  MSNBC's 
operations. 


J 

T 

f  \ 

Merrill  Brown 

Michael  Kinsley 

Edito!  in  Chief 

Managing  Editor 

IV1SNBC 

Slate 

) 

John  Neiison 

V.P. 

Interactive  Service  IVIedia 


Laura  Jennings 

V.P. 
MSN 


Lewis  Levin 

V.P 

Deslrtop  Finance 


Sidewalk 


CarPoint 


Bob  Bejan 

Executive  Producer 
MSN 


Investor 


Money 


Expedia 


UnderVI/ire 


Spoken 
World 


Andrew  Lack 

Sr.  V.P. 
NBC  News 


Second  City 
Naked  News 
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Aficio . 

The  future  of  digital  imaging  in  full  bloom. 


iCK)  brings  the  power  of  the  future  into  your  office  with  affordable,  automated,  easy-to-use  digital  office  equipment.  You'll 
eate  dazzling  presentations,  thanks  to  spectacular  image  quality  and  colors  so  vibrant  they  have  a  life  of  their  own. 
corporating  a  unique,  modular-design  configuration,  Aficio  lets  you  choose  from  a  variety  of  full-color  or  black-and-white 
t;ital  copiers.  You  can  add  optional  faxing,  printing  and  networking  modules  —  whatever  arrangement  best  satisfies  your 
quirements.  And  Aficio  is  PC  connectable.  See  what  we  can't  show  you  here  —  a  real  Aficio  copy.  Call  1 -800-63-RlCOH  or 
;et  us  online  at  http://www  ricoh.com.  The  productivity  of  the  future  is  yours  today  —  with  the  digital  power  of  Aficio. 


Alicio 

by  RICOH 


©l")'*?  Price  Walerhouse  LLP.  Prii  c  Walprlioiisi-  i.  l.-rs  l.i  the  U.S.  firm  of  Pruf  Walerhouse  LLP  anil  olher  iiienibers  of  ihe  worldwiile  Prire  Waterhouse  organizalion. 


Why  can't  ideas  come  with  batteries  included 
and  no  assembly  required? 


Unfortunately,  that's  just  the  way  it  is  with  most  consultants:  all  insight  and  no  action 
But  at  Price  Waterhouse,  we  won't  propose  an  idea  unless  we  can  implement  it. 
Whether  we're  helping  a  company  use  technology  to  get  closer  to  its  customers  or 
implementing  a  global  decision-support  system,  Price  Waterhouse  is  committed  to 
taking  ideas  from  conception  to  completion.  To  find  out  more  about  how  we 
work,  call  Price  Waterhouse  or  visit  our  web  site  at  http://www.pw.com 


Price  Waterhouse 

M  i  n  d  S  M  u  s  c  1  e 


COMPUTERS/COMMUHiCATfQIlS 


Cherry  picking 

Money  talks.  Merrill 
Brown,  editor  in  chief  of 
MSNBC,  has  lured  about 
100  journalists  from  news 
organizations  to  his  outfit. 
Microsoft's  In\  cstiM-,  Side- 
walk and  CarPoifit.  have 
hired  about  the  same 
number.  Microsoft:  just 
hired  Brvan  Miller,  the 


i';nner  New  York  Times 
restaurant  critic,  as  a  con- 
sultant for  its  New  York 
Sidewalk  site.  A  less  expe- 
rienced but  visible  recruit 
is  Karenna  Gore,  Al 
Gore's  daughter,  an  edito- 
rial assistant  on  SlatL\  the 
on-line  magazine. 

The  San  Jose  Mercury- 
News  alone  has  lost  seven 
editors.  When  Microsoft 


offered  Los  Anjjeles  Times 
business  columnist  Jon 
Markman  a  job,  his 
employer  offered  him  a 
25%  raise,  to  $120,000. 
When  disgruntled  staffers 
got  wind,  they  sent  a  peti- 
tion to  the  Times'  editors 
complaining  about  the 
counteroffer.  By  then, 
Markman  had  already 
packed  his  bags  and  left. 


Startups  are  always  a 
lure,  but  Microsoft  mone> 
can  be  irresistible.  A  start- 
ing salary  for  an  experi- 
enced editor  is  about 
$80,000,  and  the  cost  of 
living  in  Seattle  is  half  thai 
of  Manhattan  and  1 3%  les; 
than  that  of  Los  Angeles. 

Ah — and  don't  forget 
those  Microsoft  stock 
options.  -D.D.  ■§ 


ture  on  Thailand?  After  you  click  on 
the  gateway  at  the  MSNBC  site,  up 
pops  a  message  suggesting  you  also 
try  Mun^o  Park,  a  linked  site  that 
inclucies  offbeat  travel  stories  by 
famous  writers.  In  a  recent  install- 
ment, Tama  Janowitz,  chronicler  of 
Manhattan  mores,  searched  for 
whales  in  a  kayak. 

What  better  prospect  for  a  travel 
service  than  a  consumer  who  brows- 
es for  travel  articles.''  If  it  lands  a  cus- 
tomer for  the  hotel  or  airline, 
Microsoft  gets  a  5%  to  10%  commis- 


Take  control  of  vour  commute  with  Trafficview 


'■^  (Vudmunl  Find  Vo'ir  Oream  Hofn«  in: 


research.  That  site  in  turn 
directs  viewers  to  on-line  bro- 
kers. "We  get  them  when  they 
are  ready  to  buy,"  says 
Microsoft's  Neilson.  "What 
better  time  is  there  than 
that?" 

Considering  all  this,  is  there 
any  doubt  that  Microsoft  is 
after  a  big  chunk  of  the 
money  the  travel  industry 
spends  on  advertising  or  what 
the  travel  agents  take  in? 
Microsoft  plans  on-line 
Sidewalk  guides  to 
restaurants  and  cul- 
tural events  for 
about   ten  major 


investor 


PCFN 

f  >/  son  iimi-iimf  tiu 


Investor  links  viewers  to  brokers;  Microsoft  gets  a  fee. 


in  January,  Bill  Gates  said  thai 
MSN  "could  eventually  account  for  ai 
least  $2  billion  in  annual  revenue.' 
That  didn't  soimd  very  threatening 
given  that  television  alone  got  $37. S 
billion  in  revenues  last  year,  the  news 
paper  industry  $36.3  billion  anc 
radio  $11.3  billion.  But  note  the  "ai 
least."  Anyone  who  thinks  Bill  Gate 
will  be  satisfied  with  $2  billion  ir 
advertising  revenues  hasn't  studiec 
the  man.  I 


Sidewalk  focuses  a  camera  on  a  crowded  bridge. 


sion.  Open  since  October,  Expedia 
travel  service  makes  $1  million  in 
bookings  for  its  350,000  customers 
each  week.  That's  about  7%  of  the 
$705  million  in  tickets  selling  on-line. 

Cross  promotions  steer  viewers 
into  CarPoint,  packed  w  ith  articles 
and  pictures  of  cars,  msnbc  business 
news  leads  \'iewers  to  In\  estor,  which 
will  track  your  portfolio  and,  for  an 
extra  $10  a  month,  give  \'ou  access  to 
analysts'  opinions  and  other  market 


cities 

including  San  Francisco, 
Boston  and  Sydney,  Aus- 
tralia, site  of  the  next 
Summer  Olympic  games. 

Seattle's  site  was  the  first 
one  opened.  Here  you  can 
find  the  latest  No  Doubt 
concert  schedule  or  peruse 
the  menu  for  Garage,  a  hip 
eatery  in  an  old  downtown 
Seattle  parlcing  structure. 

The  Seattle  Side- 
walk site  has  nifty   Sidewalk:  Restaurant  guide  and  weekend  section, 
little  features  like  a  ^■■H 


camera  aimed  at  the  m<imtMrxvxaxaam^ 


usually  jammed  Floating 
Bridge  across  Seattle's  Lake 
Washington,  and  a  little  pro- 
gram that  calculates  how  long 
it  will  take  to  get  from  one 
freeway  exit  to  another  based 
on  current  congestion.  It  also 
has  ads  from  restaurants  and 
local  businesses,  like  futon 
shops. 

At  the  World  Economic 
Forum  in  Davos,  Switzerland 
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Mind? 


The  more  that  computing  and  communications 
^converge,  the  more  we  have  to  talit  about. 
With  our  practical  approach  and  proven 
business  solutions,  ALLTEL  can  take  your 
company  forward  farther  and  faster  than  you 
ever  dreamed  possible. 


ALWAYS  MORE  THAN  YOU  THOUGHT 

1-888-2-ALLTEL  www.alltel.com 


■tjiniiuLuwf 


THE  SOnWME  HORIZON 

Gyberaiall  i«ats 


BYjipsEPH  K.mm 


CoNVENTlONAi.  WISDOM  has  it  that  selling 
your  wares  on  the  Internet  is  an  expensive 
proposition.  Wrong — while  it's  true  that  you 
can  spend  six  figures  creating  a  Web  store,  it's 
equally  true  $100  will  get  you  almost  the 
same  thing. 

Take  the  case  of  my  former  assistant,  Susan 
Kirby.  Two  years  ago,  after  a  decade  of  corpo- 
rate life,  Susan,  then  age  32,  decided  to  see  if 
she  could  turn  her  hobbies  into  a  going  busi- 
Joseph  R.  Garber  is  a      ness.  Being  a  woman  of  extremes,  her  pas- 
strategist  with  times  are  knitting — and  rebuilding  and  profes- 
Americom  Corp.  in  San     sionally  racing  Porsches. 
Francisco.  Shortly  after  setting  up  shop  as  the  Tech 
garber@well.com           Group  in  Belmont,  Calif,  Susan  won  a  patent 
for  an  improved  knitting  needle.  To  fund 
manufacturing  she  soon  had  to  learn,  as  all 
entrepreneurs  must,  the  true  meaning  of  the 
words  "cash  flow" — with  the  cash  in  question 
coming  from  many  late  nights  spent  ankle- 
deep  in  grease,  souping  up  Porsche  928s  for 
well-heeled  customers. 

The  hard  work  paid  off  Vojjue  Knitting  and 
Knitter's  Majjazine  gave  Susan's  needle  rave 
reviews.  A  sizable  number  of  knitting  shops 
decided  to  stock  the  thing  and,  to  date,  she 
has  sold  30,000. 

With  a  half-dozen  ideas  for  new  knitting 
tools  percolating,  Susan  took  a  look  at 
marketing  on  the  Web.  Then  she  got 
sticker  shock. 

A  top  graphics  designer  will  want  $15,000 
or  more  to  lay  out  a  12-page  site.  A  good  pro- 
grammer proficient  in  the  HTML  and  Java  lan- 
guages can  add  $50,000  to  the  bill.  Together 
with  hardware,  service  and  order-processing 
charges,  Susan's  costs  to  open  an  Internet 
knitting  shop  would  have  been  just  about 
equal  to  her  revenues. 

Enter  a  iwo-year-old,  Cambridge,  Mass.- 
based  startup  called  Viaweb.  Its  proposition: 
We'll  give  you  all  the  software  you  need  to 
create  a  Web  store,  lease  you  virtual  mall  space 
and  handle  all  of  the  housekeeping,  including 
order-taking  and  report  generation.  The  fee 
for  this  service:  $100  a  month  for  a  small 
shop,  $300  a  month  for  a  large  one. 

Sound  too  good  to  be  true.>  That's  what  1 
thought  when,  a  few  months  ago,  1  first  came 
across  the  company.  So  I  challenged  Viaweb 
to  prove  its  claims  by  getting  Susan  up  on  the 
Web.  Which  it  did. 


Susan  logged  on  to  Viaweb's  design  page 
and,  after  four  hours  of  on-line  design  work,  f 
had  a  fiinctioning  store.  By  the  end  of  the  day. 
she  had  her  first  visitor.  Moreover,  a  quick  test 
of  the  Internet  search  engines  (Yahoo,  Excite, 
Lycos  and  so  forth)  revealed  that  every  one  of 
them  returned  Susan's  electronic  address 
when  the  search  term  "knitting"  was  used. 
Viaweb  even  generated  statistics  and  graphs 
profiling  visitors  to  the  store. 

At  last  count,  Viaweb's  cybermall  (www. 
viamall.com)  had  130  tenants,  among  them 
such  brand  names  as  Rollinfj  Stone  magazine, 
Virgin  Interactive,  the  World  Wrestling  Feder 
ation  and — a  real  traffic  builder — Frederick's 
of  Hollywood.  Gross  sales  arc  running  at 
$20,000  a  day,  and  volumes  are  doubling 
every  four  months. 

Not  that  moving  merchandise  is  the  busi- 
ness Viaweb  wants  to  be  in.  Paul  Graham,  the 
outfit's  32-year-old  boss,  figures  that  there's 
not  much  role  for  middlemen  on  the  Web. 
That's  why  he  and  his  team  of  whiz  kids  from 
Harvard's  computer  sciences  department 
(some  of  Viaweb's  11  employees  are  still 
working  on  doctorates)  didn't  set  out  to  build 
electronic  shopping  malls.  Instead,  their  idea 
was  to  create  software  that  automates  the 
design  and  programming  work  needed  to 
build  a  good-looking  Web  site — in  other 
words,  software  that  writes  software.  Graham 
views  his  monthly  service  charges  as  merely  a 
software  licensing  fee.  Capital  costs  for  throw- 
ing an  on-line  store  into  the  bargain  are  next 
to  nothing:  $3. 

After  fow  hours  of  on-line  design 
work,  Susan  had  a  functioning 
store.  By  the  end  of  the  day, 
she  had  her  first  visitor. 


My  guess  is  that  Graham  thinks  there's  a 
side  benefit  to  Viaweb's  bargain-basement 
prices,  although  he  won't  admit  to  it — the 
amounts  aren't  big  enough  to  put  him  in  Bill 
Gates'  gunsights. 

What  about  Susan?  Unfortunately,  her 
cyberstore  is  a  failure.  After  three  months, 
only  180  shoppers  have  dropped  by.  None 
spent  a  dime. 

That,  however,  is  not  Viaweb's  fault.  It  did 
its  job,  and  Susan  has  no  complaints.  Indeed, 
when  I  talked  to  her  the  other  day,  she  had  an 
entrepreneurial  glint  in  her  eye:  "You  know, 
knitters  don't  use  the  Web  very  much.  But 
Porsche  drivers  .  .  .  yeah,  I  bet  I  could  get  a 
lot  of  orders  if  I  advertised  the  Porsche  busi- 
ness on  the  Net."  ■ 
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Junk  patents 


SY  PETER  HUBER 


Peter  Huber,  a  senior 
fellow  of  the  Manhattan 
Institute,  is  the  author 
of  Orwell's  Revenge; 
E-mail  address  is 
PeterWHuber@MSN.com 
His  home  page  is 
http://www.phuber.com/ 
huber/home.html 


The  U.S.  Patent  Office  recently  rejected  a 
cold  fusion  patent  because  the  scientific 
claims  "are  not  reproducible  or  obtainable." 
But  die  European  Office  says  it  intends  to 
grant  one.  Should  anyone  care.''  At  first  blush 
junk  patents  seem  harmless  enough.  The  laws 
of  intellectual  property  can't,  after  all,  stand 
any  higher  than  the  laws  of  physics. 
Infringement  of  a  cold  fiasion  patent  just  isn't 
going  to  be  a  problem. 

But  junk  patents  may  propel  lawsuits 
nonetheless.  Take  the  tiniest  kernel  of  a  claim, 
plant  it  in  loosely  written  patent  language,  and 
you  can  reap  a  kudzu  of  extortionate  litigation 
against  legitimate  innovators  for  years  to 
come.  Software  companies  worry  about 
patented  program  schemes  mainly  because  it's 
so  hard  to  tell  where  the  owner's  rights  begin 
and  end.  The  threat  of  too  much  intellectual 
property  worries  the  industry  almost  as  much 
as  the  threat  of  too  litde. 

So  who  maintains  the  right  balance?  For  the 
most  part,  judges  on  the  Court  of  Appeals  for 
the  Federal  Circuit  who  cultivate  patent  law  in 
quiet  obscurity.  It's  dull  legal  turf,  rarely  fea- 
tured on  the  evening  news.  Yet  much  of  our 
economic  fiiture  is  wrapped  up  in  the  intellec- 
tual property  this  court's  rulings  define.  The 
deed  to  your  house  means  what  it  means 
because  common-law  judges  interpreted  simi- 
lar pieces  of  paper  centuries  ago.  The  intellec- 
tual property  judges  of  our  own  generation 
are  engaged  in  similar  labor  that  will  define 
the  building  blocks  of  capitalism  for  years, 
possibly  centuries,  to  come. 

Junk  torts  abound.  Junk  patents  do 
not.  Credit  a  little-known  appeals 
court  whose  judges  are  experts. 


It's  the  kind  of  work  that  can  engage 
lawyers  at  their  best.  Drawing  legal  fines 
around  innovation  is  a  lot  harder  than  draw- 
ing them  around  land.  With  land  there's 
never  much  doubt  that  the  property  exists. 
But  patents  address  ideas  not  yet  vetted  by 
the  mainstream  scientific  and  technical  com- 
munities. A  patent  must,  by  definition,  repre- 
sent a  novel  advance  over  prior  art — and  then 
describe  the  novelty  clearly  enough  that  a 


stranger  can  replicate  it. 

The  greater  the  scientific  novelty,  however, 
the  less  sure  you  can  be  that  there's  any  sci- 
ence behind  it  at  all.  Junk  patent  filings  are 
common.  For  every  crank  who  says  magnetic 
fields  cause  heartburn,  there's  one  who  says 
they  cure  it.  Some  applications  involve  out- 
right impossibility,  like  perpetual  motion  or 
cancer  nostrums  that  don't  work.  Many  more 
use  deliberately  vague  and  expansive  language, 
language  that  would  never  pass  muster  in  a 
scientific  journal  because  it's  too  imprecise  to 
be  tested  or  falsified.  These  patents  are  sought 
only  as  fodder  for  subsequent  litigation.  The 
applicants  never  expect  to  use  the  claimed 
invention  themselves.  There's  no  invention 
there  for  anyone  but  a  lawyer  to  use. 

So  keeping  patents  scientific,  in  both  form 
and  substance,  is  very  important.  Sensible 
procedures  have  evolved  to  maintain  the  qual- 
ity of  patent  science.  A  billion  dollars'  worth 
of  breast  implant  litigation  can  be  launched  by 
"experts"  who  have  never  written  a  word 
about  immune  system  impairment  for  review 
by  their  scientific  peers.  But  to  get  a  patent  for 
a  new  silicone  treatment  that  fortifies  your 
immune  system,  you  have  to  put  your  claim  in 
writing,  with  enough  clarity  and  precision  to 
allow  others  "skilled  in  the  particular  art"  to 
duplicate  the  treatment. 

To  create  property  value  in  your  new  sili- 
cone therapy,  you  have  to  persuade  scientifi- 
cally sophisticated  examiners  at  both  the 
Patent  Office  and  the  Food  &  Drug  Admin- 
istration. To  destroy  that  same  value  in  tort 
litigation,  in  contrast,  you  only  have  to  per- 
suade a  handful  of  clueless  jurors  in  Alabama. 
Inventors  and  intervenors  alike  can  appeal  a 
patent  examiner's  ruling  to  the  Federal  Cir- 
cuit, whose  judges  have  developed  real 
expertise  in  their  speciaUzed  docket.  Dow 
Corning  will  never  get  equally  critical,  one- 
stop,  judicial  review  of  the  nonscience  of  sili- 
cone, the  intellectual  property  of  so  many 
plaintiffs'  lawyers. 

Patent  law  isn't  perfect.  The  path  of  least 
resistance  for  a  patent  examiner  is  often  to 
grant,  not  deny.  Juries  play  far  too  large  a  role 
in  infringement  suits,  though  even  there 
judges  make  key  calls  on  how  much  intellectu- 
al turf  each  patent  covers.  Junk  economics 
often  figures  prominently  in  calculating  dam- 
ages. And  with  patents,  as  with  tort  suits,  the 
same  factual  issues  sometimes  get  relitigated 
again  and  again.  Still,  it's  heartening  that  we 
take  intellectual  property  seriously  enough  to 
let  judges  on  a  specialized  court  oversee  key 
parts  of  its  creation.  The  wonder  is  why  we 
remain  so  very  careless  about  its  destruction 
in  other  courtrooms  thereafter.  H 
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h  y    Cecily  Patterson 


lOVATIONS  IN  INSURANCE:  WHAT 
YOU  SHOULD  FOCUS  ON  NOW 


Use  the  term  "insurance"  and  what 
usually  springs  to  mind  first  is  the 
idry  list  that  for  most  people  includes 
Ith,  homeowner's  and  automobile 
ranee  and  a  life  insurance  policy, 
nk  again,  and  you'll  realize  that  like 
rest  of  your  fiscal  strategy  your  insur- 
2  needs  have  no  doubt  evolved  to 
ude  a  more  complicated  list  of  prod- 
like  disability,  the  umbrella  policy 


you've  added  to  your  homeowner's  insur- 
ance and  perhaps  a  combination  of  sever- 
al life  insurance  policies,  both  term  and 
cash-value.  If  you're  a  small-  to  midsize- 
business  owner,  especially  one  whose 
company  is  rising  to  the  challenge  of 
globalization,  your  requirements  are  even 
more  complex. 

These  days,  it  is  not  uncommon  for 
individuals  and  business  owners  to  own 
policies  that  meet  a  variety  of  needs  rang- 
ing from  retirement  and  estate  planning 
to  business  succession,  employment  prac- 


tices liability  and  political  risk,  among 
others.  Trying  to  decide  which  policies, 
among  today's  many  varied  alternatives, 
will  best  fit  your  requirements  can  be  a 
difficult  process.  As  the  insurance  indus- 
try has  grown  and  changed,  so  have  the 
people  who  represent  its  products.  It  may 
be  useful  to  think  of  the  insurance  agent 
as  an  important  member  of  your  financial 
planning  team,  one  who  not  only  helps 
put  in  place  the  policies  you  need,  but 
who  will  also  help  to  monitor  them  m  the 
years  ahead. 


A        D         V         E         R        T         I  ^ 

Insurance 

RniRCMEHT  PLANNING^]^ 

Increased  life  cxptctancy,  earlier 
retirement,  unease  about  the  future 
of  Social  Security  and  the  replacement  of 
company  pension  plans  by  other  qualified 
programs  like  401  (k)s  and  403(b)s  all 
challenge  the  ways  we  have  traditionally 
thought  about  retirement.  Not  only  do 
these  changes  mean  that  we  are  more  per- 
sonally responsible  for  our  own  retire- 
ment, but  that  we  also  need  to  implement 
certain  financial  strategies  in  order  to 
meet  c^ur  goals. 

"One  of  the  most  important  points  we 
stress  to  our  clients  is  the  retirement  gap," 
says  Steve  Parrish,  second  vice  president 
of  individual  business  markets  at  The 
Principal  Financial  Group.  "People  want 
to  enjoy  the  fruits  of  their  labor,  but  most 
persons,  even  highly  compensated  execu- 
tives, find  that  there  will  be  a  gap 
between  their  pension  or  other  qualified 
plan,  their  Social  Security,  their  personal 
savings  and  the  income  that  they'll  need 
to  maintain  their  standard  of  living  in 
retirement.  A  general  rule  of  thumb  is 
that  you  will  need  between  70%  and  80% 
of  your  preretirement  income  to  maintain 
your  lifestyle.  Some  people,  especially 
executives,  may  want  or  need  more." 

Highly  compensated  individuals,  says 
Parrish,  face  particular  challenges.  "It's 
easy  for  an  executive  to  maximize  tax- 
deductible  retirement  plan  contributions. 
Once  you've  maxed  out  your  401  (k)  or 
funded  an  IRA,  you  need  to  look  for  indi- 
vidual solutions  that  will  help  you  fill  the 
retirement  gap.  Insurance  products  offer  a 
number  of  tax-efficient  techniques  that 
can  help  reduce  the  retirement  gap,"  says 
Parrish. 

Cash-value  life  insurance  policies  and 
variable  annuities  are  two  products  that 
have  become  increasingly  popular  in  the 
last  few  years  as  a  way  to  hedge  against 
inflation  and  help  plan  for  your  golden 
years.  Whole  life,  universal  life,  variable 
whole-life  and  variable  universal-life  poli- 
cies combine  investments  with  insurance, 
enjoy  tax-favored  status,  offer  death  pro- 
tection and  build  up  cash  value  as  well. 


S         E         M         E         N         T  2 
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With  whole  life  insurance,  you.generally 
pay  the  same  annual  premium  for  the 
entire  life  of  the  policy,  while  universal 
life  lets  you  vary  your  premiums,  coverage 
and  investment  strategy  in  response  to 
your  changing  needs  or  cash  flow.  Single- 
premium  policies  provide  a  death  benefit 
and  provide  for  cash-value  accumulations 
as  well.  And  with  the  exception  of  single- 
premium  policies,  you  can  borrow  against 


Cash'value  life  insurance 
policies  and  variable 
annuities  are  two 
products  that  have 
become  increasingly 
popular  in  the  last  few 
years  as  a  way  to  hedge 
against  inflation  and 
help  plan  for  your 
golden  years. 


the  cash  value  in  any  of  your  policies 
without  being  taxed.  You  do  pay  inte 
on  these  loans,  and  any  outstanding  1 
at  the  time  of  death  is  deducted  from; 
proceeds  paid  to  your  beneficiaries.  I 
Variable  life  insurance  and  annuit 
product  sales  have  proliferated  in  the 
few  years,  partly  in  response  to  lower  i 
est  rates  on  fixed  products,  but  also  in 
response  to  asset  allocation  technique 
that  help  customers  define  their  risk  t' 
ance  and  feel  more  comfortable  with  i 
investments.  Variable  insurance  prodi 
combine  tax  advantages  with  the  exp< 
of  successful  money  managers  to  creat 
powerful  method  of  funding  retiremei" 
income.  Unlike  such  qualified  plans  a. 
401  (k)s,  you  are  using  after-tax  dollars 
these  products  do  provide  competitive 
rates  of  return,  tax-deferred  growth  an 
source  of  tax-advantaged  retirement 
income. 

Annuities,  like  cash-value  life  int 
ance,  offer  a  death  benefit,  provide  a 
advantaged  solution  to  retirement  ne 
and  can  be  purchased  as  either  fixed 
variable  products.  Policyholders  inve; 
an  annuity  in  either  one  or  a  series  o1 
payments.  The  combination  of  tax  dt 
ral  and  no  limit  to  annual  contributic 
allows  your  earnings  to  accumulate  ta 
free  until  you  begin  to  draw  the  funds 
collecting  either  a  lifetime  stream  of 
income  or  a  lump  sum.  Variable  annt 
are  keeping  pace  in  popularity  with  v 
able  life  insurance  products. 

Another  way  to  help  close  the  ret 
ment  gap  is  to  establish  selective  exec 
tive  benefit  plans  funded  with  tax- 
advantaged  variable  life  and  annuity 
products.  One  example  of  tax-efficien 
funding  for  a  nonqualified  deferred  co 
pensation  plan  is  corporate-owned  life 
insurance  (COLI).  "Companies  pay  fc 
premiums,  sales  fees  and  commissions 
COLI  policies  bought  to  fund  their 
promises  to  employees,"  says  Parrish. 
Other  companies  use  "split  dollar"  pn 
ucts,  in  which  the  company  and  empl 
share  the  cost  of  the  policy.  Death  her 
fits  are  tax-free,  while  premiums  accui 
late  and  are  invested  tax-free. 

"Some  employers  also  buy  an  indi 
ual  disability  income  plan  for  their  hi§ 
compensated  employees,"  Parrish  coni 
ues.  "The  employer  pays  the  premium 
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tax  for  an  executive's  individual  plan. 
This  technique  is  often  used  as  an  incen- 
tive to  help  keep  valuable  employees  in  a 
company." 

iNS¥RANC£  TR£NDS~^ 


||  IJeginning  January  1,  1996,  and 
"for  the  next  18  years,  another 
baby  boomer  will  turn  50  years  old  every 
seven  seconds,"  says  Rodney  O.  Martin, 
Jr.,  president  and  CEO  of  American 
General  Life  Insurance  Company.  "The 
need  for  strategic  estate,  insurance  and 
retirement  planning  has  never  been 
greater,  especially  for  the  affluent  who 
face  significant  exposure  to  income  and 
estate  taxes." 

To  that  end,  American  General  intro- 
duced this  year  an  innovative  product 
called  an  equity  index  universal  life  insur- 
ance (EIUL)  policy.  "We  thmk  the  EIUL 
will  be  this  year's  hottest  new  life  insur- 
ance product,"  says  Martin.  "In  the  past, 
policyholders  looking  for  growth  turned 
to  the  inflation-beating  earnings  potential 
of  variable  products  tied  to  equity  mar- 
kets, which  offered  more  risk.  Meanwhile, 
those  looking  for  safety  turned  to  the 
guaranteed  earnings  of  products  tied  to 
fixed-income  investments,  sacrificing  the 
growth  potential  of  the  stock  market." 
The  difference  in  EIULs  is  that  they  key 
their  excess  interest  buildup  to  a  portion 
of  the  rise  in  a  stated  financial  index, 
while  providing  some  type  of  minimum 
guarantee  at  the  same  time. 

"Equity  index  universal  life  policies 
are  great  products  for  those  customers 
who  don't  want  to  take  the  risk  to  princi- 
pal inherent  in  a  variable  universal  life 
policy,  but  still  want  the  potential  of  earn- 
ing a  better  rate  than  in  a  traditional  uni- 
versal life  policy,"  says  Martin.  Besides 
tax-free  death  benefits,  EIULs  offer  tax- 
deferred  cash  accumulation  and  tax- 
advantaged  distributions,  which  can  make 
them  an  important  product  in  your  over- 
all planning  strategy. 

American  General  offers  s  group  of 
contracts  called  the  Platinum  500  portfo- 
lio, which  allows  the  potential  ft^r  higher 


credited  interest  rates  when  the  stock  mar- 
ket is  up,  and  the  safety  of  a  minimum 
guaranteed  interest  rate  when  the  market 
is  down.  After  the  first  policy  year,  AGL's 
Platinum  500  products  offer  the  added 
flexibility  to  choose  each  year  between 
indexed  interest  linked  to  the  Standard  & 
Poor's  500  Composite  Stock  Price  Index, 
or  excess  interest  crediting  rates  set  by 
American  General.  This  is  an  important 
feature,  because  during  periods  of  high 
inflation  and  low  stock  market  perfor- 


The  growth,  of  variable 
annuities  and  variable 
life  products  means  that 
insurance  agents  can  no 
longer  give  only  insurance 
advice,  they  must 
^ive  investment  advice, 
as  welL 


mance,  the  excess  crediting  rate  option 
may  be  crediting  very  high  rates,  while  t 
index  option  may  be  less  attractive  due  t 
a  lackluster  stock  market.  American 
General's  index  credited  rate  is  also  avai 
able  on  its  popular  second-to-die  policy, 
designed  specifically  to  address  the  estat« 
planning  needs  of  families  with  estates 
that  often  exceed  $1.2  million. 

"Our  equity  index  universal  life  poll 
offers  tax-advantaged  growth,  safety,  pre 
tection  and  flexibility,"  says  Martin, 
"backed  by  a  company  that  enjoys  size, 
scale,  high  ratings  and  solid  financials. 
Those  are  qualities  individuals  should  bi 
searching  for  in  whichever  insurance 
company  they  choose  to  satisfy  their 
requirements." 

~~      ESTATE  PLANNING  I 


The  growth  of  variable  annuities 
and  variable  life  products  means 
that  insurance  agents  can  no  longer  gi\. 
only  insurance  advice,  they  also  must 
give  investment  advice.  Asset  allocatio 
software  is  one  tool  that  insurance  ager 
use  these  days  to  help  determine  their 
client's  specific  needs,  but  fundamental 
analysis  of  a  person's  individual  overall 
financial  plan  is  extremely  important  ai 
well. 

Besides  retirement  planning,  insur- 
ance agents  are  being  called  upon  to 
advise  on  estate  planning.  A  phenomen 
transfer  of  wealth  will  occur  over  the  ne 
two  decades  as  almost  70%  of  our  nation 
assets  are  transferred  from  one  generatio 
to  another.  Authorities  stress  that  a  tax- 
wise  consumer  of  life  insurance  products 
must  be  an  informed  consumer,  which 
often  means  consulting  an  expert  — - 
either  an  estate  tax  lawyer  or  a  financial 
consultant  who  makes  this  area  his  or  hi 
expertise. 

There  are  a  variety  of  ways  to  try  tc 
cut  estate  taxes,  and  the  sooner  you  sta 
your  estate  planning,  the  better.  "Good 
estate  planning  means  that  you  arrange 
your  assets  in  the  most  favorable  way 
possible  to  accomplish  your  goals  while 
minimizing  taxes,"  says  Michael 
Schiffman,  vice  president  of  life  insur- 
ance marketing  at  The  Guardian  Life 
Insurance  Company.  "This  means  takin 
advantage  of  a  variety  of  exclusions  anc 
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deductions,  like  the  unlimited  marital 
deduction,  gift  tax  exclusions  and  other 
estate-planning  techniques,  such  as  the 
Family  Limited  Partnership,  a  hot  topic 
in  today's  market." 

"Trusts  are  also  extremely  important 
in  the  estate-planning  process,"  Schiffman 
says.  "Family  trusts,  marital  deduction 
trusts,  charitable  remainder  trusts,  bypass 
trusts,  irrevocable  life  insurance  trusts, 
qualified  personal-residence  trusts  and 
grantor-retained  annuity  trusts  are  some 
examples.  Life  insurance  is  often  used  in 
conjunction  with  these  trusts  in  estate 
planning." 

The  cornerstone  of  estate  planning  is 
the  unlimited  marital  deduction,  which 
allows  you  to  leave  any  amount  of 
money  or  property  tax-free  to  your 
spouse,  provided  the  recipient  is  a  U.S. 
citizen.  This  allows  the  deferral  of  estate 
tax,  if  any,  until  the  surviving  spouse's 
death.  The  gift  tax  exclusion  is  also  a 
powerful  estate  planning  tool  that  allows 
you  to  give  away  as  much  as  $10,000  a 
year  ($20,000  if  you  and  your  spouse 
make  the  gift  jointly)  to  each  of  as  many 
people  as  you  want  without  incurring  the 
gift  tax.  In  addition  to  the  gift  exclusion. 


a  "unified  credit"  allows  each  individual 
to  give  property  valued  at  $600,000 
either  during  their  life  or  at  their  death 
without  incurring  a  tax.  Any  property 
transferred  in  excess  of  $600,000  is 
taxed  at  margin  rates  beginning  at 
37%  with  a  phenomenal  55%  rate  on 
estates  valued  over  $3  million.  If  a  bill 
pending  in  Congress  becomes  law,  this 
exempt  amount  may  eventually  rise  to 
$1  million. 

"In  order  to  take  advantage  of  the 
unified  credit  and  gift  tax  exclusions," 
says  The  Guardian's  Schiffman,  "trusts 
become  an  important  part  of  the  estate- 
planning  process.  For  example,  your 
estate  plan  may  set  up  two  separate 
trusts,  such  as  a  family  trust  for  your  chil- 
dren and  a  marital  deduction  trust  for 
your  spouse.  The  family  trust,  also  called 
a  credit-shelter  trust,  may  be  funded  with 
as  much  as  $600,000  worth  of  assets, 
which  will  not  be  affected  by  estate  taxes 
because  of  the  unified  credit.  Any  assets 
above  and  beyond  $600,000  will  move 
over  into  a  marital  deduction  trust, 
which  won't  be  taxed  because  of  the 
unlimited  marital  deduction.  However,  if 
the  surviving  spouse's  estate  is  greater 


The  cornerstone  of  estate  planning  is  the  unlimited 
marital  deductiony  which  allows  you  to  leave  any 
amount  of  money  or  property  tax- free  to  your  spouse y 
provided  the  recipient  is  a  U.S.  citizen* 


than  $600,000,  this  plan  allows  the 
deferral  of  the  estate  tax  until  the  surv 
ing  spouse's  death.  One  of  the  best  me 
ods  to  provide  the  necessary  funds  to  f 
the  estate  taxes  due  at  the  surviving 
spouse's  death  is  the  purchase  of  a  sur- 
vivorship life  insurance  policy  held  in 
irrevocable  life  insurance  trust  funded 
with  your  gift  tax  annual  exclusions." 

Insurance  companies  designed  sur- 
vivorship life  plans  to  pay  benefits  to 
cover  federal  estate  taxes  at  the  death  c 
the  second  life,  usually  a  spouse.  "There 
an  increasing  use  of  and  focus  on  sur- 
vivorship, and  especially  variable  sur- 
vivorship products,"  says  Dawn  Clifford 
manager  of  advanced  life  sales  for 
Nationwide  Insurance. 

"A  variable  universal  survivorship 
product  combines  investment  opportun 
ties  of  underlying  subaccounts  with  dea 
protection,  flexibility  and  tax  advantage 
of  universal  life  insurance,"  Clifford  say 
"We  see  a  lot  of  baby  boomers  who  ha\' 
become  interested  in  estate  planning  bi 
ing  this  product."  A  survivorship  contrj 
may  be  suitable  for  married  couples  whc 
will  owe  estate  taxes  on  illiquid  assets, 
like  shares  in  a  family  business  or  real 
estate.  Without  providing  for  some  forn 
of  liquidity,  the  taxes  imposed  by  the  U 
government  may  lead  to  expensive  bor- 
rowing or  a  distress  sale.  I 

"This  product  may  make  sense  for 
the  high-net-worth  couple  who  want  t 
cover  their  anticipated  estate  tax  liabil 
ty,"  says  Clifford.  "If  they  take  advanta 
of  the  unlimited  marital  deduction,  tht 
won't  need  a  death  benefit  until  the  se 
ond  insured  dies.  They  also  want  to  us' 
variable  product  because  they  believe  t 
investment  opportunities  of  the  subac- 
counts may  bring  higher  returns  than  i 
they  were  invested  in  a  fixed  product." 

Clifford  also  stresses  the  amount  c 
money  that  will  pass  from  one  genera 
tion  to  another  in  the  coming  years. 
"There  is  a  tremendous  amount  of 
money  passing  from  the  World  War  II 
generation  to  the  baby  boomer  genera 
tion,"  she  says.  "One  result  of  this  trai 
fer  is  that  we  are  seeing  increased  sale 
of  our  single-premium  variable  contra^ 
We  also  see  many  people  purchasing 
deferred  annuities  as  well.  Some  of 
these  clients  have  no  intention  of 
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accessing  the  values  in  their  contracts. 
They're  looking  for  a  tax-advantaged 
means  of  transferring  wealth  to  their 
own  heirs." 

Clifford  also  points  out  a  process 
that  involves  a  tax-free  transfer  of  one 
insurance  policy  for  another,  what  the 
IRS  calls  a  Section  1035  exchange. 
"Many  people  who  bought  an  insurance 
policy  years  ago  would  like  to  upgrade 
their  old  fixed  contract  to  one  that  may 
he  more  economical  with  more  flexibil- 
ity and  multiple  investment  options." 

This  provision  enables  a  policyhold- 
er to  exchange  contracts  on  the  life  of 
the  same  insured  without  realizing  a 
taxable  event.  The  exchange  takes 
place  directly  between  the  old  insurance 
company  and  the  company  issuing  the 
new  contract. 

There  are  many  benefits  that  may  be 
gained  by  upgrading  a  previously  pur- 
chased policy.  The  design  or  type  of  new 
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contract  may  be  more  suitable  to  the 
consumer's  present  needs.  "You  need  to 
look  at  this  transfer  very  carefully  with 
your  insurance  adviser  or  other  financial 
professional,"  says  Clifford.  "You'll  want 
to  weigh  the  benefits  against  the  costs 
and  expenses  of  acquiring  a  new  policy. 
Sometimes  surrendering  one  policy  for 
another  makes  sense,  but  at  other  times 
the  contract  that  you  have  may  be  the 
one  you  want  to  keep." 

Bl)TiNtSS"SU((ESSION 
AND  CONTINUITY 


Determining  the  future  of  a  family- 
owned  business  is  one  of  the  most 
important  decisions  that  a  business 
owner  has  to  make.  Because  of  poten- 
tially hefty  estate  taxes,  the  decision  to 
keep  the  business  for  your  heirs  or  to  sell 
the  business  at  your  death  can  focus  pri- 
marily on  whether  a  formal  succession  or 


business  continuity  plan  has  been  iden 
fied  and  developed. 

"Small-business  owners  face  a  par- 
ticular challenge  because  most  of  thei 
assets  are  tied  up  in  bricks,  steel,  invej 
tory  and  equipment,"  says  Jeffrey  G. 
Scott,  regional  vice  president  of 
CIGNA  Financial  Advisors  in 
Washington,  D.C.  "In  the  event  of 
death,  disability  or  retirement,  these 
family  businesses  are  often  liquidated 
because  a  ready  buyer  can't  be  found. 
Planning  helps  to  avert  this." 

Planning  firms  that  also  implemen, 
insurance  solutions  can  help  you  devell 
a  plan  to  either  keep  or  sell  your  busin 
interest  at  death,  disability  or  retireme 
They  will  also  help  you  structure  the 
arrangement  to  maximize  the  tax  and 
financial  benefits  for  you  and  your  fam 
regardless  of  whether  or  not  you  plan  t 
keep  the  business  in  the  family  or  sell  i 

"If  a  business  owner  decides  to  kee; 
the  business  in  the  family,"  says  Scott, 
"there  are  several  questions  that  need  i 
be  addressed:  where  will  the  dollars  coi 
from  to  pay  the  estate-settlement  costs 


To  truly  appreciate  the  value  of  independent  agents,  consider 
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determining  the  future  of 
I  family'owned  business 

is  one  of  the  most 
mportant  decisions  that 
a  business  oumer  has 
to  make* 


attributable  to  the  business;  how  will 
they  provide  an  income  for  the  spouse 
and  family;  who  will  run  the  business 
after  the  owner's  death;  and  how  will  he 
or  she  equalize  the  distribution  between 
the  heirs  who  are  involved  in  the  busi- 
ness and  those  who  are  not?" 

If  the  business  owner  chooses  to  sell 
the  business,  he  or  she  needs  to  address 
a  different  set  of  questions:  who  will  you 
sell  the  business  to;  how  much  will  you 
sell  it  for;  when  will  the  sale  take  place; 
where  is  the  money  coming  from;  how 
will  the  proceeds  be  paid;  and  how  will 
the  dollars  be  invested? 

A  third  scenario  occurs  when  a  buy- 
sell  agreement  with  a  business  partner  or 
fellow  shareholder  is  already  in  place. 
This  means  that  if  the  fellow  business 
owner  dies,  the  surviving  shareholder 
must  determine  where  the  money  will 
come  from  to  satisfy  the  legal  liability 
created  by  the  agreement.  Proactive 


planning,  says  Scott,  can  help  many 
business  owners  settle  these  issues  in 
advance. 

SHOW  ME  THE  MONEY 


J| There  are  basically  four  ways  to 
I  pay  estate  taxes  attributable  to 
a  family-owned  business,"  says  Scott. 
"You  can  use  cash,  you  can  borrow  the 
money,  you  can  liquidate  or  you  can  use 
life  insurance." 

For  example,  a  gross  estate  of  $4  mil- 
lion, of  which  the  business  value  is  $2.5 
million,  could  trigger  approximately  $1.5 
million  in  estate  taxes  plus  55%  of  every- 
thing over  $4  million.  Government  regu- 
lations typically  require  an  estate  tax  bill 
to  be  paid  within  nine  months  from  the 
date  of  death,  which  puts  added  pressure 
on  the  family. 

The  option  of  using  cash  or  other 
assets  to  pay  the  estate  tax  bill  often  is 


picture. 


Assessing  risk  is  an  art.  That's  why  independent  agents 
use  a  jace-to-face,  personal  approach  to  risk  assessment. 
I  Their  hands-on  involvement  with  customers  paints  a  better 
picture  than  numbers  alone.  And  we  carefully  select  only 
the  best  agents  in  each  market,  which  is  why  our  combined 
loss  and  expense  ratios  look  so  attractive.  Of  course,  you 
could  just  focus  on  our  record  of  3  5  years  of  increased 
shareholder  dividends,  or  our  A++  rating  from  A.M.  Best 
I  IB  /'^^  ""'^  property  casualty  insurance  operations.  Regardless 
of  how  you  look  at  Cincinnati  Financial  Corporation, 
you  're  going  to  like  what  you  see.  For  a  CFC  fact  sheet, 
call  i-800-955-CINF  12463}. 
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FOUR  WAYS  TO  PAY  ESTATE  TAXES 


CASH         LIQUIDATION  (303)     LOAN  (6166)     LIFE  INSURANCE 


not  viable  since  corporate  surplus  dollars 
are  not  always  available  to  pay  the  tax, 
especially  when  working  capital  is 
necessary  to  keep  the  business  running 
and  profitable.  Borrowing  money  or 
obtaining  a  loan  to  pay  the  estate  taxes 
raises  other  concerns,  particularly  since 
the  company's  credit  rating  may  be 
impaired  due  to  the  death  of  one  of  the 
key  owners.  Even  if  the  loan  were 
obtained,  the  surviving  owner  would 
then  be  saddled  with  the  liability  to 
meet  the  loan  obligation  including  inter- 
est payments. 

Liquidating  the  business  to  pay  the 
taxes  is  often  the  last  resort.  If  this  is 
done,  you  run  the  possibility  of  receiv- 
ing pennies  on  the  dollar  for  what  the 
business  is  truly  worth.  Even  if  you  are 
lucky  enough  to  receive  100%  of  the 
business's  value,  you  would  still  have  to 
liquidate  the  business  and  pay  capital 
gains  taxes  as  we!!,  thus  defeating  the 
original  goal  of  business  continuity  and 
succession. 

"Given  the  options,  life  insurance 
often  offers  the  most  efficient  way  to  pay 


estate  taxes,"  says  Scott.  "Additionally, 
you  can  use  a  variety  of  contemporary 
insurance  products  to  fund  whichever 
buy/sell  planning  scenario  —  a  stock 
redemption,  cross  purchase,  wait-and-see 
buy/sell  —  makes  the  most  sense  for 
your  business.  This  is  where  the  plan- 
ning process  and  regulations  become 
complicated  and  it  makes  a  lot  of  sense 
for  you  to  have  competent  advisers  on 
your  planning  team.  The  important  fac- 
tor to  realize  is  that  insurance  —  while  a 
valuable  funding  tool  —  is  just  one  criti- 
cal component  of  your  overall  financial 
plan." 

"^MPLOYMiNT-PRA(fl(tS 
LIABILITY  INSURANCE 


Small-  to  midsize-business  owners 
are  focusing  on  more  than  estate 
planning  and  business  succession  and 
continuity  these  days.  Increasingly,  small 
to  midsize  companies  have  also  been 
buying  a  once  little-known  policy, 
employment-practices  liability  insurance 
(EPLI),  brought  on  by  a  rise  in  employee 


discrimination  suits.  "This  is  one  of  t!  i 
fastest-growing  products  in  the  businel 
says  Lisa  Love,  associate  counsel  at  Til 
Cincinnati  Insurance  Companies.  "Wl 
once  was  an  obscure  product  is  now 
becoming  more  of  a  mainstream  one, 
available  through  local  agents." 

Love  cites  the  increase  in  the  nur 
her  and  cost  of  employment  lawsuits 
from  workers  alleging  discrimination 
wrongful  discharge  based  on  race,  sex 
age  or  physical  handicap  (see  chart,  p 
14).  Small  to  midsize  businesses  can  f. 
coverage  of  up  to  $1  million  for  abou 
$2,500  to  $5,000  in  annual  premiums 
"Employment  laws  and  regulations  lil> 
the  Americans  With  Disabilities  Act, 
the  Civil  Rights  Act  of  1991,  the  Fan 
&  Medical  Leave  Act  and  the  Age  | 
Discrimination  in  Employment  Act  a 
complex  and  have  increased  financial 
risk  for  most  businesses,"  says  Love. 
"Directors,  managers,  supervisors  and 
employees  may  not  fully  understand 
the  ins  and  outs  of  these  laws  and  ma 
be  unaware  of  new  rulings  and  interpi 
rations." 

While  the  number  of  suits  continu 
to  rise,  says  Love,  plaintiffs  awards  clirr 
even  higher.  The  median  compensator 
award  figure  in  1995  was  45%  higher  tl 
in  1994  and  329%  higher  than  m  1985 
In  1995,  the  recovery  rate  for  a  wrongf 
termination  suit  was  48%,  which  mear 
the  plaintiff  won  almost  half  the  time. 
And  those  losses  came  with  quite  a  pri' 
In  1995,  the  median  compensatory  aw; 
for  a  wrongful  termination  claim  was 
$204,310.  A  1996  survey  revealed  that 
half  of  all  the  small  businesses  polled 
would  have  to  shut  down  if  they  lost 
$250,000  in  court. 

Love  stresses  that  because  EPLI  is  e 
relatively  new  product,  there  is  not  a 
great  deal  of  standardization  in  the  po 
cies.  "Many  current  policies  only  respi 
to  what  we  call  the  'big  three':  wrongf 
termination,  discrimination  and  sexua 
harassment.  An  employer,  however,  h; 
many  more  exposures:  invasion  of  priv 
acy,  libel,  slander  and  defamation,  to 
name  a  few.  Policyholders  want  to  loo 
for  a  policy  that  responds  not  only  to 
those  exposures,  but  also  for  one  that 
responds  to  any  violation,  whether  it  \ 
mandated  by  federal,  state  or  local  law 
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Our  financial 
expertise  comes 
in  many  varieties. 

Whatever  your  financial  challenge,  The  Principal  Financial  Group® 
can  help. 

We  provide  quality  investment,  retirement  and  insurance 
solutions  that  adapt  to  the  changing  needs  of  businesses, 
families  and  individuals. 

But  what  you'll  really  savor  is  our  performance.  The 
way  we  service  every  customer.  Simplify  complex 
financial  matters.  And  help  people  get  the  most  out 
of  their  money. 

Look  at  our  retirement  accounts  for  example. 
Besides  outperforming  big  name  mutual  funds,  we  also 
deliver  unparalleled  service,  making  the  administration  of 
retirement  plans  easier  than  ever. 

World-class  expertise.  Consistently  exceptional  performance. 
In  everything  we  do.  No  wonder  Fortune®  magazine  named 
The  Principal®  as  one  of  the  top  three  Most  Admired  Life  &  Health 

Insurance  Companies  in  America* 

To  learn  more,  contact  us  at 
www.principal.com  on  the 
FinsncisI      internet.  Or  give  us  a  call  at 
Group  I-800-986-EDGE. 


Life,  Health,  Dental  and  Disability  Insurance  •  Annuities  •  Home  Mortgages 
401(k)  and  Pension  •  HMO/PPO  •  Mutual  Funds  •  Securities 

©1997  Principal  Mutual  Life  Insurance  Company,  Des  Moines,  lA  50392.  *  Ranking  according  to  Fortune  magazine's  1 996  list  of  Most  Admired  Life  &  Health  Insurance  Companies. 
Products  and  seraces  offered  througti  Principal  Mutual  Life  Insurance  Company  (Tfie  Principal)  and  its  subsidiaries.  Mutual  funds  distributed  through  Princor  Financial  Services  Corporation 
(member  SIPC).  Securities  through  Pnncipal  Financial  Securities,  Inc.  Securities  and  health  care  products  not  available  in  all  states. 
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GLOBALIZATION  AND  INSURANCE 


Most  insurance  experts  agree  that 
the  interlinking  of  global 
economies  is  dramatically  changing  the 
world's  insurance  market,  just  how  eco- 
nomic globalization  will  affect  the  insur- 
ance industry  is  a  matter  of  debate,  but 
the  trend  toward  globalization  seems 
inescapable.  At  a  recent  conference  in 
Glasgow,  Scotland,  insurance  executives 
posited  that  the  potential  converging  of 
economic  conditions  across  nations  could 
make  insurance  cycles  more  predictable, 
thereby  reducing  their  volatility.  Another 
executive  predicted  that  U.S.  product 
trends,  such  as  directors  and  officers  insur- 
ance and  umbrella  policies,  will  penetrate 
other  national  markets. 

"In  today's  economy,"  says  David  W. 
Banks,  vice  president  of  international 
underwriting  for  commercial  lines  for 
Royal  Insurance,  "U.S.  companies  are 
really  the  driving  force  in  the  interna- 
tional market,  whether  they're  export- 
ing a  product  or  a  durable  good  or 


whether  they're  part  of  the  seryice 
industry  —  a  financial  institution,  law 
firm  or  consulting  firm,  for  example. 
These  companies  are  all  looking  to 
expand  their  market  outside  the  U.S. 
From  an  insurance  standpoint,  we  really 
can't  stop  servicing  our  customers  at  the 
border.  We  have  to  be  able  to  follow 
them  wherever  they  decide  to  make 
investments  outside  the  U.S." 

Banks  makes  an  important  distinc- 
tion between  insurance  companies  like 
Royal  that  actually  own  their  offices  or 
network  of  offices  overseas  and  those 
companies  that  work  through  a  network 
of  affiliates  or  partners.  "There's  a  real 
difference  in  what  those  of  us  who  own 
our  own  offices  abroad  can  offer  because 
we  are  connected  electronically,  either 
via  e-mail  or  through  sharing  a  common 
software.  This  technology  allows  us  to 
follow  our  customers  across  the  border 
and  service  them  on  a  worldwide  basis. 
The  manner  in  which  we  flow  informa- 
tion from  one  country  to  the  next  is  crit- 
ically important  to  a  risk  manager. 


"Technologies  like  e-mail  and  the 
Internet  have  made  the  whole  proces 
communication  easier  and  more  effici 
for  us  and  for  the  risk  managers  of  the 
companies  we  insure." 

Along  with  the  ease  of  operation 
these  technologies  allow,  Banks  also  ci 
the  often  confusing  and  expensive  loci 
ordinances  enforced  by  different  coun 
tries.  "In  many  countries  outside  the  L, 
local  ordinance  regulations  typically 
require  the  issuance  of  local  policies  b^ 
locally  licensed  insurers.  Because  we  h; 
a  business  presence  in  121  countries, 
we're  able  to  access  our  network  and  H 
those  local  policies  issued  on  behalf  of 
customers.  This  forms  a  truly  global  in 
ance  program." 

Banks  also  points  out  the  differen 
between  coverage  here  and  coverage 
abroad.  "In  the  U.S.,  we  live  in  an  ina 
ance  environment  where  coverage  is 
very  broad  and  capacity  is  readily  aval 
able.  In  some  countries,  capacity  and 
coverage  can  be  very  limited.  What  \v 
do  is  work  with  our  local  network  ope 
tion  abroad  to  place  the  desired  cover 
along  with  the  compulsory  coverage. 
Through  the  issuance  of  a  global  insui 
ance  policy  here  in  the  States,  we  can 


MEDIAN  COMPENSATORY  AWARDS  1988-1995 

(Amounts  do  not  include  costs  for  legal  defense.) 


PLAINTIFF  RECOVERY  RATES  1988-1995 
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Source:  Jury  Verdicl  Research,  1996 
Horsham,  PA 
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This  may  bQ  0ne  of  Ameriq§'s  best  ways  to  sp^rid  your  retirement. 


This  may  be  one  of  America's  best  ways  to  get  you  there. 


The  BEST  of  AMERICA^  Annuities 


Against  the  pink  ol  an 
irly  morning  sky,  a  golfer 
*nds  a  perfect  tee  shot 
)aring  down  the  middle 
f  the  fairway.  As  the  ball 
pis  to  a  stop  240  yards 
way,  thoughts  wander  to 
I  time  when  this  kind  of 
ly  can  be  every  day.  And 
merica's  best  way  to  retire 
ic  BEST  of  AMERICA.® 

They  are  variable  annuities  from  Nationwide 
Ic  Insurance  Company  that  allow  you  to  choose 
ulerlying  investment  options  from  among  ten 
America's  most  recognized  managers,  including 
(k'lily,  Neuberger  fr  Berman  and  American 


if  this  is  your  idea  of 
,  you  should  consider 


Century  Inveslmenls. 

The  BEST  of  AMERICA 
annuities  provide  oppor- 
l unities  lor  lax-deferred 
growth,  quality  investment 
options,  diversification, 
and  professional  manage- 
ment to  help  you  keep 
pace  with  the  changing  financial  marketplace. 

To  find  out  more  call  1 -800-BEST-481,  or  talk 
to  your  registered  representative  about  The  BEST 
of  AMERICA  variable  annuities. 

It  just  may  give  ^  ^ 

you  the  host  sho,  at    *  7^^,j3e*ST 
putting  you  where 
you  want  to  be. 


^VAMERICA 
★  ^  jf 


I  he  lil  Sriil  AMI  KK  A'  ,iriMiiilii-s  <iri'  tirulci  wrilU'ri  liy  Nationwide  I  ilc  Iiistii.iiui'  (.(iiii|).iiiy,  d  tiicmlKT  ol  Tin-  N.ilionwidi-  Insur.iiuc  liim-ipiisi'. 
r  iiion-  iiiloiiii.itioii  .ilM.iii  llic  Hi;ST  ol  AMI;I<K:A  .iiiiinilii-s,  imliKliiif!  ili.iiHi's  .mil  rxpciiscs.  yon  tii.iy  oblciiii  .1  prospcilus  Iroiii  yoiii  rc-^islcivd  rcprcsriUcilivc 
wiitr  N.ilioiiwl.k-  I  Ilc  liisiiLimr  Coiiip.my,  I'O,  Box  16609,  C.-ltiiiihiis,  Ohio  45216.   I'lcMsc  icid  the  prospciltis  i.in-liilly  l.cloiv  yon  invest  oi  send  tiiotiey. 
I  lie  lieiieral  dislribulor  lor  The  lil  ST  ol  AMI'KICA  .mnnitles  is  N.itiotiwide  Advisoty  Seiviees  Ini .  (NAS),  Menihei  NASI),  (.ohnnhns.  Oil,  A  sniisidiary  ol 
iM.nwide  I  ife  Insnranee  Comiwny    Nalii>nwide  I  ile  is  ,i  stihsidiary  ol  N.itionwide  Coipoialion,  a  Ittiaim.il  sei  viies  holdint;  loiiipatiy.  01997.  Nalionwide  I  lie 

Insiiratue  Company,  Nalionwide  and  I'he  BliSl  ol  AMhKICA  ate  lederal  serviee  marks  ol  Nationwide  Mutual  Insnranee  Company. 
I  APO- O/y?) 
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bring  those  standards  up  to  what  a  U.S. 
customer  is  accustomed  to.  ' 

APOLITICAL  RISK  AND  TRADL 
(REDTT  iNSilRANCE 


Property  and  casualty  insurance  like 
the  policies  Royal  Insurance 
Company  issues  is  a  critical  first  step  for 
companies  doing  business  overseas. 
Another  type  of  insurance  has  become  a 
necessity  for  some  companies  as  well: 
political  risk  insurance.  Investors  are  mak- 
ing long-term  investments  in  countries 
that  are  making  the  transition  toward 
market-based  economies,  reliable  legal 
systems  and  stable  political  regimes.  The 
potential  of  loss  from  the  renationaliza- 
tion  of  privatized  companies,  currency 
inconvertibility  and  political  violence 
cannot  be  predicted.  Companies  that 
want  to  hedge  some  of  their  risk  are  using 
political  risk  insurance  as  a  risk  manage- 
ment tool  and  are  fueling  a  rapid  increase 
in  demand  for  this  coverage. 

"American  International 
Underwriters  (AIU,  a  subsidiary  of 
American  International  Group)  has 
helped  multinational  corporations  man- 


age foreign  risks  by  insuring  these  risks 
through  one  of  the  insurance  companies 
that  is  a  subsidiary  of  AIG,"  says  John 
Hegeman,  .senior  vice  president  of  AIG 
Global  Trade  &  Political  Risk  Insurance 
Company.  "AIG  is  a  pioneer  in  creating 
private-sector  capacity  in  trade  credit  and 
political  risk  insurance.  Political  risk 
insurance  covers  many  specific  political 
risks  such  as  expropriation  (theft  of  an 
investment  by  a  foreign  government),  the 
inability  to  legally  buy  dollars  and  transfer 
those  funds  to  pay  dividends  (currency 
inconvertibility  and  transfer  risk)  or  dam- 
age to  assets  from  pt)litical  violence. 
Globalization  means  that  more  U.S.  com- 
panies are  expanding  operations  outside 
this  country.  There  is  a  growing  need  for 
these  types  of  policies." 

Hegeman  cites  as  a  recent  example 
press  reports  about  Star  Mining,  an 
Australian  mining  company  that  has  a 
34.9%  stake  in  Sukhoi  Log,  thought  to  be 
Russia's  biggest  gold  deposit.  Shares  in 
Star  Mining  were  suspended  recently 
because  of  a  decision  by  Russia's  Supreme 
Arbitration  Court  maintaining  that  the 
1992  privatization  of  the  company  work- 
ing the  deposit  was  invalid.  Tliis  ruling 


may  have  broader  implications  for  othi 
privatized  companies  in  Russia,  especia 
for  those  in  which  foreign  investors  ow 
significant  equity. 

"If  Star  Mining  had  purchased 
political  risk  insurance,"  says  Hegema 
"they  would  have  a  financial  partner 
working  with  them  to  solve  the  prob- 
lems raised  by  the  Russian  Court's 
ruling.  Political  risk  insurance  not  on 
gives  recovery  of  loss  after  an  insured 
event,  it  can  also  create  a  risk-sharing 
responsibility  with  a  strong  partner 
experienced  in  solving  difficult  prob- 
lems. AIG  has  the  experience,  the 
international  network  and  the  global 
contacts  to  add  this  type  of  additiona 
value." 

AIG's  political  risk  coverage  incluci 
confiscation,  expropriation  and  nationi 
ization  risk,  currency  inconvertibility 
and  transfer  risk,  contract  repudiation 
insurance  and  protection  against  the 
wrongful  calling  of  unconditional  born. 
"AIG  broke  the  mold  by  extending  its 
maximum  policy  period  to  ten  years  ar 
offering  limits  of  up  to  $120  million  pe 
risk,"  says  Hegeman.  "The  availability 
political  risk  insurance  is  often  require 
by  commercial  banks  as  a  precondition 
to  extending  debt  financing  to  a  foreig 
subsidiary  unless  the  parent  is  prepared 
to  give  guarantees." 

Trade  credit  risk  insurance  is  equall- 
important  and  helpful  to  a  company 
doing  business  overseas.  Exporters  are 
exposed  to  credit  and  political  risk  whei 
they  extend  unsecured  credit  to  foreign 
customers.  The  traditional  technique  ot 
demanding  letters  of  credit  from  their  ci 
tomer's  local  bank  is  not  acceptable  in 
today's  competitive  marketplace  where 
the  ability  to  extend  credit  terms  is  ofte 
crucial  to  winning  the  sale.  AIG  Global 
Trade  and  Political  Risk  Insurance 
Company  also  provides  coverage  againsi 
commercial  (bankruptcy  and  protracted 
default)  and  political  risks  (such  as  cur- 
rency inconvertibility)  associated  with 
export  sales,  insolvency  risks,  credit  risk 
and  other  types  of  accounts-receivable 
exposures. 


Cecily  Patterson  is  a  freelance  business  uti. 
based  in  Portland,  Oregon. 


Property  and  casualty  insurance  is  a  critical  first 

step  for  companies  doing  business  overseas* 
Also  becoming  a  necessity:  political  risk  insurance 
and  trade  credit  insurance. 


The  Guardian  Life  Insurance 
Company's  professional  agents  are 
financial  superstars  in  developing 
winning  strategies  for  policyowners. 

'  Financial  success  is  often  a  team  effort.  And  for 
thousands  of  Guardian  policyowners,  their  Guardian,, 
agent  is  a  valuable  nnember  of  their  financial  teann.  ■ 
In  fact,  many  policyowners  consider  their  Guardi.an 
agent  to  be  a  long-time  family  friend  as  well  as  a  : 
trusted  confidant.  •  ^ 

For  over  137  7ears,  from  one  generation  to  the' next, 
The  Guardian's  dedicated  agents  have  worked  hard, 
to  help  policyowners  protect  their  families  and 
secure  their  financial  futures.  At  the  same  time, 
Guardian  agents  have  delivered  a  level  of  personal 
service  second  to  none.* 

Your  Guardian  agent  will  help  you  hit 
some  financial  home  runs. 

Behind  every  Guardian  agent  is  The  Guardian  Life 
'Insurance  Company  of  America  —  one  of  the 
strongest  financial  companies  in  America*  with  a 
strong  surplus  and  cash  flow,  a  superior  investment 
portfolio  of  highly  diversified  assets,  consistent 
profitability  and  a  clear  and  conservative  direction. 

Now  is  the  perfect  time  to  team  up  with  ,  /  /.r*' 
The  Guardian  and  your  Guardian  agent.  . 

CaU  1-800-662-1006  ^  '  >  ^ 
or  visit  us  at  wwvv.theguardian.com 

^  The  Guardiaitf 

'I  Tlie  Intelligent  Clioice 

|{-  '.'/Since  1860 

Life  Insurance 'Employee  Benefits  &  401  (k) 
:      Disability 'Mutual  Funds  &  Variable  Annuities** 

'Financial  information  for  Tne  Guardian  Life  Insurance  Company  of  America 
as  of  12/31/96  Assets  =  Sl>2.1  bullion;  Liabilities  =  S10.9  billion  {includes 
S8  5  billion  in  reservesr,  Surplus  =  S1.2  billion 

**401(k)  products  and  variable  annuities  are  issued  by  The  Guardian  Insurance  & 

■  Annuity  Company  Inc:  (GIAC),  a  wholly  owned  subsidiary  of  The  Guardian  Life  '  '  ''•/, 
Insurance  Company  of  America,,  New  York,  N,Y,  Securities  products  are  distnbuted  by- 

■  .Guardian  Investor  Services  Corporation  (GISC),  201  Park  Avenue  South,  New  York,  N.Y, 
•  1-800-221-3253,  Member  NASD,  ,SIPC,  GISC  is  an  indirect,  wholly  owned  subsidiary  of 

.■  The  Guardian  Life  Insurance  ctrhpany  of  America,  .        .' '  ■  ' 


10  -A+ 


Why  is  per  capita  income  so  much  higher  in  some 
countries  than  in  others?  Economic  policy  seems 
to  be  the  major  factor  in  the  differences. 


Freedom  pays 
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<ORBES  OFTEN  USES  government  spending  as  a  share  of 
;dp  as  a  crude  measure  of  any  economy's  government 
)urden — "the  government  grab."  A  more  sophisticated 
neasure  is  provided  by  Economic  Freedom  of  the  World 
\997,  compiled  by  two  U.S.  academic  economists,  James 
).  Gwartney  and  Robert  A.  Lawson,  and  just  published 
)y  the  Vancouver,  B.C. -based  Fraser  Institute  in  cooper- 
tion  with  45  other  think  tanks  from  around  the  world. 

Fraser  ranks  115  countries  (see  chart)  using  a  formula 
hat  contains  17  different  variables.  These  include  mone- 
ary  policy  and  inflation,  government  operations  and  reg- 
ilation,  taxation  and  other  appropriations,  and  restrictions 
m  trade.  This  unquestionably  removes  kinks.  For  exam- 
>le,  government  spending  in  Zaire  (now  renamed 
]ongo)  is  less  than  a  fifth  of  GDP,  versus  more  tlian  a  third 
n  the  U.S.  But  Zaire  is  really  less  free  because  of  other 
;overnment  activities,  including  recent  annual  monetary 
xpansion  in  excess  of  1,000%. 

Currently  freest  of  all:  Hong  Kong.  Fraser  gives  it  9.3 
•oints  out  of  a  possible  10.  (Some  countries  did  better  on 
some  measures,  such  as  monetary  expan- 
sion.) Singapore  is  second,  evidence  of 
Fraser's  austere  focus  on  economic — 


rather  than  pohtical — freedoms.  The  U.S.  is  the  freest  of 
the  major  economies,  although  Fraser  Institute  Director 
Michael  Walker  agrees  its  position  may  slip  somewhat 
when  Fraser's  experts  figure  how  to  measure  political 
interventions  in  the  labor  market,  such  as  racial  and 
gender  quotas  (Forbes,  Feb.  15,  1993).  And  Fraser's  sys- 
tematic and  quantitative  approach  turns  up  surprises.  For 
example,  the  Indian  Ocean  island  country  of  Mauritius 
has  quiedy  become  one  of  the  world's  fi"eest  economies. 

Economic  fi-eedom  matters.  Per  capita  GDP  correlates  very 
closely  with  Fraser's  fi-eedom  rankings — Hong  Kong  is  cur- 
rently on  top,  with  $27,202,  topping  the  U.S.'  $27,178. 
Per  capita  economic  growth  rates  also  track  the  Fraser  rat- 
ings closely.  National  growth  rates  range  from  a  1985-95 
annual  average  of  2.9%  for  the  top  quintile  of  countries 
ranked  to  a  1 .9%  average  annual  shrinkage  for  the  bottom 
quintile.  Investors  note:  A  shift  toward  freedom  often 
presages  growth.  In  this  respect,  the  ten  most  improved 
countries  from  1990  to  1995:  Nicaragua  (although  its  post- 
Sandinista  rebound  still  leaves  it  much  worse  than  in 
1975 — see  chart),  Russia,  El  Salvador,  Tanzania,  Bulgaria, 
Peru,  Mauritius,  Argentina,  Hungary  and  the  Dominican 
Republic.  Good  places  to  put  some  money?  ■■ 
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In  a  month  when  the  world  pays  homage  to  General 
George  Marshall  and  his  famous  plan,  the  real  father 
of  Germany's  economic  recovery  is  all  but  forgotten. 

Eirhard's 

economic 

miiracle 


By  Stephan  Herrera 


On  June  5,  1947  U.S.  Secretary  c 
State  George  Catlett  Marshall  mad 
history  at  Harvard  University's  con- 
mencement  festivities.  In  a  nov^ 
famous  speech  the  soldier-diploms 
urged  the  U.S.  taxpayer  to  subsidiz 
the  rebuilding  of  war-devastated  Eurc 


George  Marshall 
(above)  and 
Ludwig  Erhard 
It  was  an 
eloquent  five- 
star  general 
who  had  the 
vision  and  pull 
to  get  the 
money  flowing. 
But  it  was  a 
short,  portly, 
ciga^toting 
economist  who 
engineered 
the  miracle. 
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The  sprawling  Gertn^n  lafety  net 


Recipients  of  Germany's  social  assistance  programs  typically  consist 
of  two  groups  of  pr         ' '^se  with  "special  needs,"  which  includes 
the  disabled,  and  tl  wodied  who  fall  below  die  poverty  line. 

Cost  of  Germany's  social  assistance  programs  in  1996:  DMSO  billion  (U.S.  $33  billion) 
Change  in  cost  of  these-  programs  over  past  decade:  +100% 
Change  in  welfare  spending  in  western  Germany  1985-94:  +100% 
Change  in  welfare  spending  in  eastern  Germany  1991-94:  +100% 
Change  in  foreigners  in  western  Germany  receiving  assistance  1985-93:  +286% 
Change  in  foreigners  in  eastern  Germany  receiving  assistance  1991-93:  +24% 
Largest  group  of  German  welfare  recipients  in  1996:  Single  mothers  (490,000) 
Sources:  German  Information  Center;  Bundesbank. 


Still  out  of  whack 

The  costs  of  social  security  as  a  percent 
of  total  labor  costs  in  West  Germany 


16% 


Total  contributions  I 
to  social  security,  ' 
employees 

Social  security  | 
contributions  for  i 
retirement  funds,  employers 


"1  Contributions  to 
-'  unemployment 
insurance,  employers 

~[  Social  security 

contributions  for  health 
care,  employers 


14 


12 


10 


45% 


11 

71  73  75  77  79 

E:  Estimate. 
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Source:  OECD  Economic  Surveys. 


Erhard's  alchemy 

Cost-of-living  figures  and 
weekly  earnings,  1938=  100 
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■  Gross  weekly  farnirigs 

■  Cost  of  living 
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Source:  Prosperity  Through  Competition,  Ludwig  Erhard,  1958. 


Rise  of  the  leisure  class 

Montlily  hours  of  work,  mining  and 
manufacturing  (million-person  hours) 
1  1  r\f\f\ 

10,000 

9,000 

8,000 

7,000 

6,000 
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2  '66  '70  '74  '78  '82  '86  '90 

Source:  Mam  Economic  Indicators,  OECD. 

pean  economies,  where  most  of  thi 
people  were  without  heat  and  enougl 
food,  to  say  nothing  of  the  machinerj 
they  needed  to  get  started  again. 

Despite  an  electorate  suspicious  o 
foreign  adventures.  Congress  wen 
along,  and  while  Stalin  refused  tc 
accept  aid  for  his  Soviet  empire,  th> 
European  Recovery  Program — th< 
Marshall  Plan — poured  $13.3  billion 
into  Western  Europe  from  April  194 J 
through  June  1952.  It  was  perhap 
the  greatest  act  of  charity  in  history. 

This  month,  on  the  Marshall  Plan' 
fiftieth  anniversary,  there  has  beei 
much  self-congratulation  in  the  medi; 
over  this  act  of  benevolence  and  it 
supposed  rescue  of  the  dev 
astated  European  econo 
mies.  The  implication  in  the 
retrospective  musings  is  tha 
the  Marshall  Plan  showec 
government  planning  car 
achieve  great  results  in  the 
economic  sphere. 

In  fact,  the  Marshall  Plar 
proves  nothing  of  the  kind 
The  locomotive  that  pullec 
Western  Europe  back  tc 
prosperity  was  not  Anieri 
can  charity  but  the  unex 
pected  resurgence  of  the 
German  economy.  Bu 
what  was  to  be  called  the 
German  economic  miracle 
owed  relatively  littie  to  the 
Marshall  Plan.  In  fact,  Wes' 
Germany  got  only  aboui 
1 1%  of  the  money. 

"The     Marshall  Plar 
would  never  have  succeed- 
ed [in  Germany]  without 
Erhard,"  says  Wilfried  Prewo,  chie; 
executive  of  the  powerful  Hannovei 
Chamber  of  Industry  &  Commerce. 

Ludwig  Erhard,  then  50,  a  Germar 
economist  untainted  by  Nazi  connec- 
tions, was  in  1947  chosen  as  German 
senior  economic  adviser  to  General 
Lucius  Clay,  who  was  in  charge  of  the 
American  zone  in  West  Germany. 

Clay,  more  of  a  military  man  than 
an  economist,  trusted  Erhard  and  let 
him  set  economic  policy.  Erhard  latei 
became  economics  minister  in  the 
postwar  Christian  Democratic  gov- 
ernment of  Konrad  Adenauer.  From 
1947  to  1963,  when  he  became 
chancellor  himself,  Erhard  was  Ger- 
many's economic  czar.  During  the 
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Now  that  you've 


finally  turned  all 


that  data  into 


information,  why  not 


transform  it 


Perhaps  you  should  consider  MCI"'  to  help  you  utilize  all 
your  information.  Because,  although  knowm  as  a  communications 
company,  we're  also  a  supplier  ot  information  technology,  with 
MCI  Systemhouse  '  recognized  by  industry  analysts  as  a  leader 
in  client/server  computing.  We  deliver  networking  solutions  to 
help  maximize  productivity,  not  hinder  it.  To  tind  out  more,  visit 
us  at  wvw.mci.com  or  call  1-800-368-6547. 

.MfiiiiiiiiiaiiH^^ 


Is  this  a  great  time,  or  what? 


into  knowledge? 


MCI 


©1997  MCI  Telecommunications  Coipotalion.  /ill  lights  reserved.  Is  this  a  great  lime,  or  wtiai?  is  a  service  mark  ol  MCI 


In  his  own 
words 


Prosperity  Through 
Competition,  by 
Ludwig  Erhard. 
Copyright 
©1958,1976  by 
Praeger  Publishers. 
Reproduced  with 
permission  of 
Greenwood  Pub- 
lishing Group,  Inc., 
Westport,  Conn. 


LUDVViG  Krha:vIi\s  Prosper- 
ity Through  Competition 
(1958)  warned  Germany 
against  creating  a  welfare 
state.  Ignoring  him,  the 
nation  has  created  one  of 
rill  V. orld's  most  compre- 
hcii.sive  such  societies.  It  is 
now  reaping  the  bitter  har- 
vest of  mass  luiemployment. 
Some  excerpts: 

If . .  .  social  policy  aims  at 
granting  a  man  complete 
security  from  the  hour  of 
birth,  and  protecting  him 
absolutely  from  the  haz- 
ards of  life,  then  it  cannot 
be  expected  that  people 
will  develop  that  full 
measure  of  energy,  effort, 
enterprise  and  other 
human  virtues  which  are 
vital  to  the  life  and  ftiture 
of  the  nation.  .  .  . 

In  recent  times  I  have 
frequently  been  alarmed 
by  the  powerful  call  for 
collective  security  in  the 
social  sphere.  ...  If  this 
mania  increases  we  shall 
slide  into  a  social  order 


vmder  which  everyone 
has  one  hand  in  the 
pocket  of  another.  .  .  . 
This,  more  than  any 
.  other  tendency,  will  serve 
slowly  but  surely  to  kill 
the  real  human  virtues — 
joy  in  assuming  responsi- 
bility, love  for  one's 
fellow  being,  an  urge  to 
prove  oneself,  and  a 
readiness  to  provide  for 
oneself — and  in  the  end 
there  wUl  probably  ensue 
not  a  classless  but  a  soul- 
less mechanical  society. 

The  just  demand  to  give 
more  security  to  the  indi- 
vidual can  in  the  end  only 
be  met  by  increasing  gen- 
eral prosperity,  thus 
instilling  the  feeling  of 
human  dignity  and,  with 
it,  the  certainty  that  the 
individual  is  independent. 

At  the  start  there  must 
be  responsibility  for  one- 
self, and,  only  where  this 
is  insufficient,  the  obUga- 
tions  of  the  State  and  the 
commimity  begin.  Wk 


Ludwig  Erhard 
Germany's 
miracle  worker. 


1950s  the  German  economy  grew  at 
8.2%  annually,  as  against  4.6%  foi 
France  and  2.8%  for  Britain. 

Germany  led  the  recovery  of  West- 
ern Europe,  though  it  was  more  dev- 
astated than  the  victorious  countries. 
While  the  victors  pursued  semisocial- 
ist  policies,  Erhard  relendessly  steered 
Germany  toward  free  enterprise  and 
deregulation.  These  were  the  years 
when  Britain's  Labour  governmenll 
was  nationalizing  everything  in  sight 
and  France  and  Italy  were  run  by 
coalitions  in  which  communists  were 
partners. 

Erhard  died  20  years  ago  and  is  all 
but  forgotten.  His  prescient  book. 
Prosperity  Through  Competition^  is 
out  of  print.  A  pity,  because  in  aban- 
doning Erhard's  free-market  philoso- 
phy Germany  has  blundered  into 
economic  stagnation  and  11%  unem- 
ployment. As  early  as  1957  Erhard 
warned  against  the  dangers  of  the 
welfare  state,  but  today  Germany  is 
one  of  the  world's  most  comprehen- 
sive welfare  states. 

Long  before  the  label  became 
prevalent,  Erhard  was  a  supply-sider, 
a  free  marketer  who  beUeved  the  chief 
and  almost  sole  role  of  government  in 
an  economy  was  to  create  incentives 
for  work,  savings  and  investment. 
Low  taxes  were  high  on  his  list.  Two 
decades  before  Arthur  Laffer  drew  his 
famous  curve,  Erhard  wrote  that  low 
tax  rates  could  produce  higher  rev- 
enues than  high  tax  rates  could. 

Erhard  called  trade  unions  "social 
humbug."  He  loathed  special  interest 
groups  trying  to  grab  a  bigger  piece  at 
the  expense  of  those  with  less  political 
power.  "It  is  considerably  easier,"  he 
wrote,  "to  allow  everyone  a  larger  slice 
out  of  a  bigger  cake  than  to  gain  any- 
thing by  discussing  the  division  of  a 
smaller  cake."  And  he  saw  cartels  as 
the  enemy  of  the  consumer. 

In  July  1948,  just  as  the  first  Mar- 
shall Plan  dollars  were  trickling  into 
Germany,  Erhard  seized  the  moment. 
He  wiped  out  price  controls,  subsidies 
and  planning  apparatus  that  remained 
from  Nazi  times.  Planners  were  horri- 
fied. Why  shouldn't  Germany  follow 
the  victors'  example  and  create  a  total 
welfare  state?  Even  some  Americani 
bureaucrats  were  skeptical. 

Throughout  the  fall  of  1948  things 
were  desperate  in  Germany.  The 
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It  took  months 

TO  GET  THIS  MfETIRG. 


Don't  let  a  cancelled  flight  get  in  your  way. 


No  one  puts  you  m  touch  with  more 
precise  airUne  schedules  and  connec- 
tions or  more  complete  hotel  and  car 
rental  information.  Even  interactive 
maps  to  help  you  plot  your  course. 
No  one  gives  you  more,  as  quickly 
and  as  easily  as  OAG. 

And  you  can  get  your  information  any 
way  you  want  it,  any  time  you  need  it. 


Stay  in  control  of  your  air,  hotel 
and  car  arrangements  anytime, 
anywhere,  with  OAG. 


Access  OAG  through  our  printed 
guides,  both  desktop  and  pocket-size. 
Through  your  LAN,  our  CD  or 
on-lme.  Even  via  telephone  and 
wireless,  too. 

So  flip  through,  dial  up,  log  on  or 
click  your  way  through  OAG. 
You'll  have  the  worlds  most  complete 
and  unbiased  travel  information  at 
your  fingertips. 

With  OAG,  your  business  travel  will 
never  get  in  the  way  of  your  business. 


Where  travel  begins  " 


Call  1-800-DIAL-OAG  or  E-mail  us  at  oaginfo@oag.com 

OAG  is  a  leading  brand  of  Reed  Travel  Group. 


trade  unions  demanded  Erhard's 
head,  and  in  November  a  general 
strike  paralyzed  the  economy. 

Erhard  hung  tough,  and  Clay 
stood  behind  him.  By  the  spring  of 
1949  the  crisis  had  passed  and  the 
German  economy  started  to  amaze 
the  world.  Prices  began  to  fall, 
employment  to  rise.  Exports  and  for- 
eign reserves  surged. 

There  ensued  a  decade  of  per 
annum  real  compound  economic 
growth  of  more  than  8%,  with  scant 
inflation.  A  nation  that  had  been  in 
rags  and  hungry — where  women 
would  sell  themselves  for  a  package  of 
cigarettes — became  a  nation  where 
working  people  drove  powerful  cars 
and  vacationed  abroad.  Maybe  the 
Germans  weren't  supermen  in  the 
military  sense,  as  Hitler  had 
preached,  but  they  sure  looked  like 


The  gluttony  of  big  government 


Country 

—General  government  total  outlays  as  a  percentage  of  nominal  GDP — 
1982        .  1985          1988         1991  1994 

1979 

1997E 

U.S. 

29.5% 

33.4% 

32.9% 

32.1% 

33.4% 

33.0% 

32.9% 

Japan 

31.1 

33.0 

31.6 

31.3 

30.9 

34.3 

37.1 

Germany 

47.2 

49.0 

47.0 

46.3 

47.9 

49.0 

49.6 

France 

45.0 

50.3 

52.1 

50.0 

50.5 

54.2 

53.7 

Italy 

41.6 

47.6 

50.9 

50.3 

53.5 

54.1 

50.3 

U.K. 

40.9 

44.5 

44.0 

37.9 

40.7 

43.2 

42.1 

Canada 

37.3 

44.8 

45.3 

42.5 

49.2 

47.1 

44.3 

The  welfare  state  doesn't  come  cheap. 


Losing  that  competitive  edge 


Country 

1979 

1982 

-Competitive  positions  index:  relative  unit  labor  costs — '■ 
1985         1988.           1991  1994 

1997E 

U.S. 

115 

137 

160 

105 

100 

92 

91 

Japan 

101 

83 

88 

125 

100 

138 

123 

Germany 

89 

86 

84 

102 

100 

114 

116 

France 

104 

104 

107 

102 

100 

100 

103 

Italy 

90 

89 

90 

90 

100 

76 

74 

U.K. 

95 

113 

101 

102 

100 

91 

92 

Canada 

81 

94 

83 

91 

100 

80 

83 

E:  Estimate.  Sooree.  EfeCD  EQdBbmic  OutloQk,  June  1996. 


Today  only  Japan  is  less  competitive  than  Germany  among  the  G-7  nations. 


Protesting  unemployment 
Reaping  what 
they  sow. 


supermen  in  the  economic  sense. 

In  Britain,  France  and  Italy,  mean 
while,  the  economies  continued  to 
be  weak. 

The  irony  is  that  Erhard's  political 
career  ended  when  he  betrayed  one 
of  his  own  firmest  principles.  In  1966' 
he  let  his  horror  of  government 
deficits  overwhelm  his  dislike  of  rais 
ing  taxes.  He  had  to  resign. 

And  as  the  years  passed,  a  prosper 
ous  Germany  forgot  what  had  mad 
it  that  way.  West  Germany  went  fi"om 
a  2,156-hour  work  year  in  1960  to 
1,517-hour  work  year  today,  what 
with  all  the  vacation  and  sick  leave 
When  the  German  worker  retires  at 
around  age  62,  he  can  receive  a  social 
security  pension  amounting  to  a  full 
70%  of  average  net  income. 

Many  of  the  bureaucratic  rule 
regulations  and  mandates  that  Erhard 
abolished  in  July  1948  have  reap 
peared  in  different  guises.  Unable  to 
compete  effectively  under  these  con 
ditions,  much  of  German  industry 
moving  abroad  (Forbes,  May  S). 

Today  Germany  clearly  needs  a  dose 
of  Erhard  economic  medicine,  but 
shows  no  signs  of  taking  it.  It  seems 
much  easier  just  to  render  thanks  to 
General  George  Marshall  and  con 
tinue  living  in  a  welfare  state. 
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helping  thousands  of  people  purchase  homes  at  the  same  address. 


ADVERTISEMENT 


rtnerships  In 
Engineering  Excellence 

Parker  Supports  Oshkosh  in  Creating  a  Ttuck 
That  Pours  Solid  Profits 


For  all  those  children  who  have  dreamed  of  growing  up  to 
build  trucks  —  big  trucks  —  the  almost  1 ,600  employees 
of  Oshkosh  Truck  Corporation  are  living  that  dream. 
Oshkosh,  based  in  the  Wisconsin  city  of  the  same  name, 
manufactures  heavy-duty  specialized  trucks,  transportation 
equipment  and  components  for  commercial  and  military 
customers.  You've  probably  noticed  Oshkosh  vehicles  with 


The  Oshkosh  S-series  forward-placement  concrete  carrier 
maneuvers  into  tough  spots  easily  and  gets  the  job 
done  faster. 

their  distinctive  logo  on  the  front.  Their  signature  designs 
are  perfect  for  removing  snow  from  highways  and  airport 
runways,  speeding  to  an  airplane  crash  for  immediate 
discharge  of  fire-suppressing  agents,  or  the  demanding 
task  of  delivering  ready-mix  concrete  to  construction  sites. 

In  fact,  Oshkosh  engineers,  with  support  from  Parker 
Hannifin,  designed  a  specialty  truck  that's  revolutionizing 
the  ready-mix  industry.  The  Oshkosh  S-Series  forward- 
placement  concrete  carrier  gives  ready-mix  concrete 
suppliers  a  new  standard  for  the  way  their  business  is 
conducted.  The  truck's  superior  maneuverability  makes 
extensive  site  preparation  unnecessary,  and  since  the 
operator  drives  the  truck  forward  into  position  for  the 
pour,  the  field  of  vision  is  significantly  improved.  As  a 
result,  a  smaller  site  crew  can  handle  the  work  efficiently, 
keeping  valuable  employees  on  other  tasks. 


Oshkosh  engineers  collaborated  with  Parker's  design 
and  manufacturing  experts  to  create  the  high-tech  compo 
nents  needed  for  such  a  vehicle.  Engineers  from  both 
companies  worked  together  to  develop  critical  compo 
nents  that  allow  the  S-Series  to  make  more  accurate 
pours  with  a  higher  discharge  chute  and  assure  the 
safest  possible  operation  using  chute  and  mixer  control 
mounted  inside  the  cab.  Productivity^ 
and  profitability  are  increased  through! 
improved  over-the-road  stability 
and  maximization  of  legal  loads  with 
the  LOAD-SPAN®  tag  axle,  used 
on  bridge  formula  trucks.  Parker 
extends  such  expertise  to  numerous 
Oshkosh  design  and  engineering 
challenges.  From  hoses,  fittings  and 
valves  to  advanced-design  air  brake 
harnesses,  connectors  and  couplers, 
Parker  supplies  Oshkosh  with  the 
quality  parts  and  engineering  an 
industry  leader  requires. 

It's  this  kind  of  engineering  sup- 
port that  allowed  Oshkosh  to  create  a 
vehicle  that's  as  reliable  as  it  is  tech- 
nologically advanced.  The  S-Series' 
concrete  drum  and  charge  hopper, 
constructed  with  super-tough  alloy  steels,  reduce  mainte- 
nance and  deliver  longer  life.  The  concrete  discharge 
chute  is  nearly  22  feet  long  and  allows  the  truck  to  stay 
further  from  deep  excavations  for  increased  safety,  while 
the  front-discharge  design  allows  the  vehicle  to  move 
closer  on  tough  projects  like  the  construction  of  a  high- 
wall  foundation.  Sophisticated  hydraulics  and  pneumatics 
provide  for  high-performance  braking  and  steering. 

But  such  engineering  marvels  are  commonplace  at 
Parker  Hannifin.  Companies  from  around  the  world  —  in 
automotive,  industrial  and  aerospace  industries  —  also  rely 
on  the  innovation  and  dependability  of  Parker  technology, 
components  and  systems.  Serving  more  than  300,000 
customers  in  more  than  1 ,200  markets,  Parker  Hannifin 
consistently  delivers  the  industry's  highest  support  and 
service  needed  to  keep  companies  such  as  Oshkosh  Truck 
on  the  leading  edge  of  innovation. 

For  more  information  about  how  Parker  Hannifin  can 
help  your  company  overcome  demanding  engineering  and 
design  challenges,  call  1 -800-C-PARKER. 


Parker  and  Oshkosh  drive  into  tfie  future  on  all  wheels 


Reliable  hydraulic  technology 
from  Parker  Hannifin  helps 
vehicles  perform  efficiently, 
cleanly  and  safely  on  the  world's 
highways.  And  when  the  job 
demands  it,  we  also  head  off-road 
with  top  companies  like  Oshkosh 
Truck  Corporation. 

Oshkosh,  led  by  Chairman 
and  CEO  Gene  Goodson,  is  one 
of  the  world's  leading  makers  of 
specialized  trucks  and  transport 
equipment  -  vehicles  as  reliable 


in  two  feet  of  mud  as  on  two  lanes 
of  blacktop.  Goodson  is  a  scientist 
and  engineer  by  training,  so  he 
knows  the  importance  of  design 
efficiency  in  every  detail. 

Parker  worked  closely  with 
Oshkosh  design  engineers  to  create 
the  most  efficient  and  economical 
hydraulic  systems  for  many  of 
their  vehicles.  Parker  also  trained 
Oshkosh  hydraulic  assemblers 
in  leak-free  technology  and 
continues  to  back  them  with  parts 


and  service  from  its  distributor 
network. 

Premier  customer  service 
like  this  has  helped  make  Parker 
Hannifin  a  leader  in  the  motion- 
control  industry  on  a  worldwide 
basis.  For  more  information,  write 
for  our  annual  report:  Parker 
Hannifin  Corporation,  Dept.  F-67, 
17325  Eucild  Avenue,  Cleveland, 
OH  441 12-1290.  for  product  info- 
mation,  call  1-800-C-PARKER 
(1-800-272-7537). 


A  partnership  in  vital  technologies 
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So,  you  just  inherited  $300,000,  having  never  invest- 
ed before  in  your  life,  and  you  want  to  know  what 
to  do  next?  Then  this  investment  guide  is  not  for 
you.  Our  targets  are  a  different  kind  of  investor.  They  are 
experienced  and  knowledgeable,  but  in  need  every  now 
and  then  of  a  shaking  up  of  their  portfolios  and  their 
well-entrenched  beliefs.  You  may  firmly  believe,  for 
example,  that  it  is  impossible  over  a  long  period  to  do 
worse  in  stocks  than  in  bontis.  The  articles  on  pages  206 


and  224  won't  necessarily  convince  you  otherwise,  but 
they  will  at  least  make  you  think.  You  probably  know 
that  discoimt  brokers  are  always  cheaper  than  full-service 
brokers.  Or  do  you?  See  pages  246  and  250.  Individual 
managed  accounts  cost  more  than  a  hind?  See  page  254. 
IRA  payouts  and  the  gift  tax  exclusion  are  straightfor- 
ward? Start  reading  on  page  176  for  some  surprises. 

If  we  break  you  out  of  your  investment  ruts,  we  will 
have  succeeded.  H 


Retirement 

Social  Security  is 
dead.  Now  what? 
Whether  you 
are  40  or  you 
are  60,  now 
is  a  good  time  for  you 
to  start  thinking  about 
some  other  way  to  finance 
your  golden  years. 

156  Shadow  careers 

By  Carolyn  T.  Geer 


Taxes  and  Estate  Planning 

A  penny  saved  on 
your  tax  bill  is  even 
better  than  a  penny 
earned.  Let  us 
show  you  how  to 
cut  taxes  with  medical  savings 
accounts,  extreme  use  of  the 
gifi:-tax  exclusion,  clever  IRA 
payout  formulas  and  trusts  in 
unlikely  domiciles.  There's  also 
a  cautionary  article  on  mistakes 
that  estate  lawyers  might  make. 


170  MSAs 

By  Laura  Saunders 

176  Gifts 

By  Laura  Saunders 

180  IRAs 

By  Laura  Saunders 

186  Estate  mistakes 

By  Janet  Novack 

190  Trusts 

By  Carolyn  T.  Geer 
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Costs 

^B^^^rvT'   Are  you  in  a  bunch 

Hi  of  mutual  funds  that 

r^^^    A  deliver  average 

performance  and  run 
up  average  expenses? 
Bet  you  don't  have  any  idea  what 
those  fiinds  are  really  costing  you. 

196  The  $1  million  fee 

By  William  Baldwin 

Equities 


It  could  be  true,  or  it 

  could  be  one  of  the 

lH'jFfPF^^lifl  great  fallacies  of  the 

"''tS  late  20th  century:  You 
can't  lose  money  in 
stocks,  if  you  hang  in  long  enough. 
Think  about  St.  Petersburg. 

206  The  equity  hypothesis 

By  Philip  E,  Ross 


jlhe 


Digital  Investor 


There's  no  excuse 
anymore  for  being 
unprepared  when 
you  invest,  given 
all  the  databases 
and  mathematical  analyzers 
just  a  mouse -click  away. 

216  Foreign  stocks 

By  John  H.  Chnsty 

218  Options 

By  Dolly  Setton 


Fixed  Income 

Do  you  have  any 
money  in  bonds.^ 
Reassess  your 
portfolio  in  light 
of  what  we 
have  to  say  about  junk  bonds, 
Treasury  bonds  and  global 
bond  hinds. 

222  Junk 

By  Mary  Beth  Graver 

224  Treasurys 

By  David  P.  Goldman 

228  Global  funds 

By  Thomas  Easton 

International  investing 

You  could  assemble 
a  cheap  internation- 
al fund  from  a  port- 
foho  of  discounted 
closed-ends.  Not 
daring  enough.^  Pick  one  country, 
like  Korea,  and  buy  individual 
stocks. 

232  Country  funds 

By  Thomas  Easton 

234  Korea 

By  Neil  Weinberg 

Hard  Assets 

Your  portfolio  could 
use  a  little  bit  of 
inflation  hedging. 
Sample  these  wares: 
urban  condos, 
a  sheep  farm,  a  portfolio 
of  natural  resource  producers. 

238  Condos 

By  Christopher  Palmeri 

240  Sheep  farm 

By  Mary  Beth  Grover 

244  Resource  plays 

By  William  Green 


Brokers 

Do  you  ever  trade 
over-the-counter 
stocks?  Do  you 
do  business  with 
discount  brokers.^ 
Do  you  know  about  the 
new  wrap  account  that 
beats  all  the  rest.> 

246  o-t-c  spreads 

By  Gretchen  Morgenson 

250  Discounters 

By  James  M.  Clash  and  Maura  Smith 

254  The  1%  wrap 

By  Julie  Androshick 


Psychology 


Do  you  have  an  inner 
saboteur  that  under- 
mines your  ability  to 
trade  or  invest  wisely 
Exorcise  the  beast. 


256  Psych  yourself 

By  William  Green 

On  the  Fringe 

Most  stockbrokers  are 
lovely  people.  But  you 
can't  be  sure  unless 
you  check  them  out. 
We  tell  you  how,  in 
these  tales  of  felons  and  penny 
stock  peddlers. 

260  Brokers  with  a  past 

By  Julie  Androshick 

262  Stocks  with  a  hype 

By  Gretchen  Morgenson 


Forbes  On-line 

The  Forbes  Digital  Tool  (www.forbes.com) 
contains  expanded  coverage  on  investment 
topics  (forbes.com/extra).  The  site  also  has 
pages  on  mutual  funds  (forbes.com/funds) 
and  on  taxes  (forbes.com/taxes)  that  offer 
an  interactive  reference  for  use  with  articles 
in  the  Investment  Guide. 
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INVESTS.  ^  'i>:i*'.iii 

You  can't  count  on  Social  Security,  and  few  people 

can  accumulate  enough  in  a  401(k)  for  an  affluent  retirement. 

Besides,  retirement  probably  isn't  good  for  you.  ■ 

Start  thinking  of  a  second  line  of  work. 

Yom  shadow 
career 


By  Carolyn  T.  Geer 

Harmon  Brown  edits  a  newsletter 
for  Hewlett-Packard  from  Los  Altos, 
Calif  Floyd  Clark  sells  subscriptions 
for  the  Atlanta  Business  Chronicle. 
James  Watt  is  a  financial  planner  in 
Fort  Collins,  Colo.  Joan  Tufenkjian 
teaches  aerobics  outside  Boston. 

Their  jobs  are  diverse,  but  these 
people  have  something  important  in 
common:  All  of  them  are  over  60 
years  old,  and  all  of  them  returned  to 
the  work  force  after  "retiring"  from 
previous  careers.  Brown  was  a 
chemist;  Clark,  an  advertising  execu- 
tive; Watt,  an  accountant;  Tufenkjian, 
a  dental  hygienist. 

The  evidence  suggests  we'll  be 
seeing  a  lot  more  people  retiring 
from  retirement.  For  one  thing,  we 
are  living  longer,  healthier  lives  on 
average.  Most  people  are  no  longer 
worn  out  at  65.  A  woman  turning  65 
today  can  expect  to  live  another  22 
years;  a  man,  18. 

The  three  income  streams  we've 
come  to  depend  on  to  live  out  our 
final     chapter — Social  Security, 
employer  pensions  and  personal  sav- 
ings— are  looking  less  dependable. 
Financial  planners,  fond  of  likening 
these  income  streams  to  three 
legs  of  a  stool,  are  begin- 
ning to  talk  about  the 
need  for  a  fourth  leg — 
work. 

Here's  what  a  new 
Hudson  Institute 
report.  Workforce  2020^ 
says:  "Some  who  reach 
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Ann  and  John  Toomey 
modeling  some 
of  their  wares 
Their  seasonal 
Mardi  Gras  business 
yields  both  cash 
and  leisure  time. 
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age  65  will  continue  to  require  out- 
side income  and  will  be  unable  to 
retire.  Many  others  will  not  v/ant  to 
retire.  ...  As  average  life  expectancies 
extend  past  80  years,  even  many  of 
the  well-heeled  will  conclude  that  20 
years  on  golf  courses  and  cruise  ships 
do  not  present  them  with  enough  of 
a  challenge." 

Whether  you  are  30,  40,  50  or  60, 
this  is  worth  thinking  about:  Forget 
retirement  at  65.  You  probably  won't 
be  able  to  afford  it  in  the  style  you 
dreamed  of,  and  it's  probably  not 
good  for  you  anyw^ay.  "What's  good 
for  people  is  meaningfiil  activity,"  says 
Robert  Kahn,  research  scientist  emer- 
itus at  the  University  of  Michigan. 
"People  who  are  productive  score 
higher  on  tests  of  functional  ability, 
both  cognitive  and  physical." 


But  don't  count  on  just  going  on 
doing  what  you  are  currently  doing. 
Despite  all  the  age  discrimination 
laws,  employers  are  often  motivated 
to  get  rid  of  older  workers.  They'll 
buy  you  -out,  they'll  push  you  out, 
they'll  eliminate  your  division.  Long 
before  this  happens,  you've  got  to 
develop  a  second  job  opportunity.  It    James  Watt 
doesn't  have  to  be  in  your  current    and  wife,  Nona 
line  of  work,  but  it  should  use  the     "I  have  no 
skills  you  have  spent  a  lifetime  acquit-  intention 
ing.  It  should  be  flexible,  in  hours    of  sitting  still," 
and  geography.  This  is  what  Watson    says  CPA  Watt, 
Wyatt  consultant  Sylvester  Schieber    who  retired 
calls  a  "shadow  career."  by  moving 

Think  Social  Security  would  make    to  Colorado 
your  final  years  comfortable  without    and  opening 
work?  Think  again.  There  are  about    a  financial 
four  people  paying  into  the  system  planning 
for  every  recipient.  By  2020  the  ratio  business. 


A'ill  drop  to  close  to  3-to-l.  At  this 
ate,  trust  fund  assets  will  be  exhaust- 
-d  by  2029. 

As  the  money  dwindles,  for  politi- 
:al  reasons  it  will  be  channeled  to 
;hose  "who  need  it  most."  That 
neans  to  people  who  don't  have  sav- 


ings. If  you  have  savings  and  are 
under  40,  you  would  be  wise  to 
forget  about  Social  Security. 

But  that  isn't  all  bad.  "Most  people 
who  reach  65  are  perfectly  capable  of 
functioning,"  the  87-year-old  Peter 
Drucker  told  Forbes  (Mar.  10).  For 


himself,  Drucker  vowed  to  keep 
working  forever  when,  after  seeing  a 
performance  of  Giuseppe  Verdi's  Fal- 
staff  as  a  young  man  in  Vienna,  he 
learned  that  Verdi  wrote  the  opera 
when  he  was  80. 

As  for  employer  pensions,  they're 
rapidly  changing  from  so-called 
defined  benefit  plans,  where  your 
retirement  benefit  is  fixed,  to  defined 
contribution  plans  such  as  401(k)s, 
where  the  only  thing  that's  guaran- 
teed is  the  amount  you,  the  employ- 
ee, contribute.  If  you  happen  to 
invest  your  contributions  in  Canadi- 
an mining  stocks  that  fall  out  of  bed, 
tough  luck. 

Employees  aren't  saving  nearly 
enough  for  an  enjoyable  retirement 
anyway.  "Most  baby  boomers  are  not 
going  to  be  able  to  afford  to  retire," 
says  Byron  Oliver,  head  of  Cigna's 
retirement  plan  division.  "There's  no 
economic  alternative  but  to  keep 
working."  By  his  reckoning,  only 
2S%  of  all  adult  Americans  will  have 
saved  enough  money  to  retire. 

This  is  not  just  a  matter  for  con- 
struction workers  and  cabdrivers. 
This  is  something  for  salaried  execu- 
tives to  think  about.  Your  401(k) 
contribution  is  limited  to  $9,500  a 
year.  You  may  be  chipping  in  that 
maximum  for,  let's  say,  25  years.  And 
you  may  live  25  years  afi:er  you  retire 
from,  or  are  forced  out  of,  your 
salaried  job.  That  thrift  plan  will  help, 
but  it  won't  buy  you  a  comfortable 
life  on  the  golf  course. 

Anyhow,  the  better  educated  you 
are,  the  more  likely  that  you  will  want 
to  keep  working  when  you  are  past 
65,  and  the  more  likely  you  will  have 
an  opportunity  to  do  so.  One  reason, 
of  course,  is  that  college  graduates 
tend  to  have  white-collar  jobs  that 
don't  require  physical  labor.  They  also 
have  relatively  higher  incomes  that  are 
harder  to  replace,  so  retirement  is  less 
attractive  to  them,  notes  Hudson. 

Richard  Burkhauser,  an  economist 
at  the  Maxwell  School  at  Syracuse 
University  in  New  York,  points  out: 
"There  hasn't  been  a  great  change  in 
the  age  at  which  you  leave  your 
career  job.  If  anything,  that  still  may 
be  getting  a  little  lower.  WTiat  you're 
picking  up  are  folks  taking  a  transi- 
tion job,  fiiU  or  part  time." 

So  if  you  are  getting  on,  don't  just 
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t  made  us  a  world  leader 

It  gives  you  smarter  choices 
for  planning  your  future. 

With  $450  billion  in  assets  under  management, 
AXA  is  a  world  leader  in  insurance  and 
investment.  With  100,000  men  and  women 
in  more  than  50  countries,  we  strike  a 
unique  balance  between  global  experience 
and  local  expertise.  This  powerful  blend  allows 
us  to  develop  solutions  tailored  to  your  goals. 
Here  in  the  US,  where  we  manage  $230  billion 
in  assets,  we've  been  serving  clients  for  over 
137  years.  You  know  us  as  Equitable,  Alliance 
Capital  and  Donaldson,  Lufkin  &  Jenrette, 
companies  whose  outstanding  track  record 
allows  us  to  say: 

Go  ahead  you  can  rely  on  us 


INSURANCE  &  INVESTMENT 
WITH  OUR  US  MEMBER,  EQUITABLE  COMPANIES 

Please  visit  our  Web  site:  http://www.axa.com 
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Social  Security 
angles 

If  you  are  already  past 
50,  chances  are  Conorcss 
will  not  snatch  aw  .i} 
Social  Security.  But 
younger  workers  should 
be  on  guard.  There  has 
been  talk  over  the  years 
about  denying  benefits  to 
people  who  don't  need 
them  because  they  have 
other  means  of  support. 
That  probably  means  you. 

If  you  do  qualify,  you 
have  to  figure  Social  Secu- 
rity effects  into  how  much 
you  work  and  when.  Get 
out  your  calculator. 

People  who  keep  work- 
ing past  a  "normal"  retire- 
ment age  are  punished  for 
their  efforts.  Those  65  to 


69  lose  $1  of  benefits  for 
every  $3  of  earned  income 
above  $13,500,  a  thresh- 
old that  will  rise  to 
$30,000  by  2000. 

Another  penalty':  You 
have  to  pay  fi.ill  Social 
Security  taxes  at  the  same 
time  your  Social  Security 
benefits  are  being  docked. 
While  you  are  on  a  com- 
pany payroll,  your  payroll 
tax  is  7.65%  on  the  first 
$65,400  of  income  and 
1 .45%  on  all  income  above 
that  figure.  Become  a  self- 
employed  consultant  or 
contract  worker,  and  these 
rates  double. 

If  your  income  is  going 
to  put  you  into  the  wipe- 
out  category  for  Social 
Security,  make  the  best  of 
the  situation  by  post- 


poning the  date  when  you 
apply  for  benefits.  (Don't 
delay  applying  for  a 
Medicare  card,  however.) 
For  every  year  up  to  age 
70  that  you  delay,  your 
starting  benefit  is  kicked 
up  by  5%,  if  you  were 
born  in  1931  or  1932. 
The  5%  boost  is  slated  to 
rise  by  half  a  percentage 
point  every  two  years,  un- 
til it  reaches  8%  for  those 
born  in  1943  or  later. 

Example:  A  worker  eli- 
gible for  maximum  bene- 
fits could  start  collecting 
this  year,  at  age  65,  at  a 
rate  of  $1,326  a  month;  if 
he  waits  until  2002,  he 
would  start  at  $1,690,  not 
counting  cost-of-living 
increases.  In  general,  it 
pays  to  wait  as  long  as 


possible  before  tapping 
Social  Security,  particular! 
if  you  expect  to  live  long. 

Can  you  beat  the 
system  by  working 
between  ages  65  and  70 
but  deferring  receipt  of 
income  until  you  are  safe 
from  a  benefit  penalty.'' 
Depends  on  your  occupa- 
tion. If  your  business  con- 
sists of  writing  novels  or 
rehabbing  houses,  you 
could  legitimately  arrange 
sales  to  take  place  after  agi 
70.  But  if  you  are  taking  a 
salary  from  your  own 
company,  don't  try  to 
reduce  or  defer  your 
income,  warns  Barton 
Francis  of  Ernst  &  Young 
in  West  Palm  Beach,  Fla. 
Such  maneuvers  have  trig- 
gered audits.  -C.T.G.  M 


cling  desperately  to  your  job,  hoping 
to  make  it  to  retirement.  Start  plan- 
ning your  shadow  career — now. 

Bruce  Ellig,  60,  retired  from  New 
York-based  Pfizer  last  year  after  36 
years  with  the  company,  the  last  1 1  as 
head  of  personnel.  Ellig  had  been 
planning  his  move  for  5  years.  He 
bought  an  office  on  the  ground  floor 
of  his  Manhattan  apartment  building, 
lined  up  contracts  to  write  and  edit 
books  on  executive  compensation 
and  joined  two  professional  organi- 
zations, which  give  him  the  opportu- 
nity to  teach  continuing  education 
courses  around  the  country.  He's 
already  landed  one  board  seat  and  is 
on  the  lookout  for  others. 

Advises  Ellig,  "Unless  you  are 
really  well  connected,  you  probably 
have  to  take  a  couple  of  years  prior  to 
when  you  think  you're  going  to 
[retire]  to  develop  contacts."  Ellig 
did  that,  attending  conferences, 
making  speeches  and  writing  articles 
for  trade  publications. 

Peter  Kaskell,  73,  spent  27  years 
with  Olin  Corp.  in  Stamford,  Conn., 
the  last  12  as  vice  president  and  gen- 
eral counsel,  retiring  in  1983  at  age 
59.  Says  he:  "That  year  I  made  a  New 
Year's  resolution  to  actively  seek 
something  outside  of  Olin,  and  I  did 


Douglas  MacPherson,  auaitor  turned  acupuncturist 
"It's  a  wonderful  feeling,  starting  over." 
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FIDELITY  SECTOR  FUNDS:  YOU  PICK  THE  INDUSTRY,  WE'LL  PICK  THE  STOCKS 


MORE  INVESTMENT  BANKS  ARE  MERGING. 
MORE  HOUSES  ARE  BEING  BUILT. 

ISN'T  JT  TIME  TO 
LOOK  INTO  FINANCIAL  SERVICES? 


With  so  much  happening  in 
financial  services,  you  need 
someone  to  be  where  you  can't 
be  -  watching  each  industry, 
digging  deeper  than  the  num- 
bers. That's  why  FideUty's  450 
global  investment  professionals 
work  together  to  follow  virtually 


all  the  world's  markets.  We  build 
each  portfolio  from  the  ground 
up,  selecting  every  security  indi- 
vidually Keep  in  mind  that  given 
their  narrow  focus,  sector  funds 
can  move  up  quickly  but  fall  just 
as  fast.^  Remember,  past  perfor- 
mance is  no  guarantee  of  future 


SELECT  PORTFOLIOS®  BY  FIDELITY 


Financial  Services  Sector 

1  Year 

5  Year 

10  Year 

Brokerage  and  Investment  Mgmt. 

20.36% 

17.23% 

8.89% 

Financial  Services 

20.17% 

22.70% 

14.29% 

Home  Finance 

26.93% 

30.19% 

19.70% 

Insurance 

19.05% 

16.28% 

12.86% 

Regional  Banks 

25.95% 

24.19% 

19.46% 

March  1997  Average  Annual  Returns' 


results  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares. 


CALL  FOR  FIDELITY'S 
FREE  SELECT 
PORTFOLIOS®  KIT 

and  consider  these 
funds  for  your  IRA. 


1-800-544-0165 


www.fidelity.com 


Inuestmenis' 


FIDELPTY  INVESTMENTS* 

3 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET  NETWORK'' 

For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money 

'Average  annual  total  returns  for  the  penod  ending  3/31/97  are  historical  and  include  changes  in  share  price,  reinvestment  of  duidends  and  capital  gains,  and  the 
effect  of  the  funds'  3%  sales  charge.  Share  pnces  and  returns  will  vary.  If  Fidelity  had  not  reimbursed  certain  expenses  lor  some  of  the  funds  during  the  penods  shown, 
those  funds'  returns  would  have  been  lower,  -Because  stocks  in  a  sector  fund  tend  to  move  the  same  way  sector  funds  typically  exhibit  higher  volatility  than  broadly 
diversified  mutual  funds  and  the  stock  market  as  a  whole,  if  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a  redemp- 
tion fee  equal  to  .75%  of  the  value  of  those  shares.  For  shares  held  30  days  or  longer,  the  redemption  fee  is  up  to  $7.50.  In  addition,  there  may  be  a  $7.50  fee  for 
each  exchange  out  of  a  Select  equity  fund.  Fidelity  Distributors  Corporation.  FundsNetwork  is  a  service  provided  by  Fidelity  Brokerage  Services,  Inc.  Member 
NYSE,  SIPC.  2d/32360.001 


INVESTMEHT  GUIDE 


Tax  angles 

General  rule  for  most 
retirees:  Don't  tap  your 
tax-deferred  retirement 
plans  until  absolutely  nec- 
essary. Exhaust  o'iiier 
assets  first;  dcLiv  using  the 
IRA  until  the  gov  onimcnt 
forces  you  to  start  taking 
payouts  (the  Apr.  1  afi:er 
the  year  you  turn  70!^). 

Helpful  here:  A  law 
passed  last  year  that 
allows  people  who  keep 
working  past  age  701^  to 
defer  mandatory  distribu- 
tions from  their  employ- 
ers' pension  plans  (iRAs 
do  not  qualify)  as  long  as 
they're  not  5%  owners  of 
the  business. 

There's  an  exception  to 
the  general  rule  for 
people  likely  to  be  affect- 
ed by  the  15%  penalty  tax 
on  large  pension  savings. 
If  you  have  more  than  $1 
million  of  tax-deferred 


assets,  see  an  expert. 

If  you  go  off  your  com- 
pany's payroll  and  want 
to  come  back  as  a  consul- 
tant, be  very  careful.  You 
may  call  yourself  an  inde- 
pendent contractor  and 
pay  the  ftill  15.3%  self- 
employment  tax.  But  if 
the  Internal  Revenue  Ser- 
vice calls  you  an  employ- 
ee, then  it  can  hit  up  your 
client  for  up  to  a  15.3% 
payroll  tax  (plus  penalties 
and  interest),  potentially 
giving  neither  you  nor 
the  client  credit  for  the 
fact  that  the  tax  has 
already  been  paid  in  flill. 

How  to  avoid  this  dire 
result?  Work  at  home,  not 
at  a  client's  place  of  busi- 
ness; work  for  more  than 
one  client;  set  your  own 
hours;  use  your  own  PC; 
never  have  a  phone  at  the 
client's  office. 

If  you  are  self- 
employed,  get  the  most 


out  of  tax  benefits. 
Some  costs,  like  use  of  a 
computer  in  your  busi- 
ness, are  easier  for  a 
self-employed  Schedule 
C  filer  to  claim  than  for 
an  employee.  A  home- 
office  deduction  is  easier 
to  justify,  too.  And  self- 
employed  people  can  set 
up  their  own  Keogh 
plans,  which  employees 
can't  do.  Using  one  of 
the  complicated  actuarial 
formulas  permitted  by  the 
IRS,  an  older  worker  can 
shelter  $50,000  or  more  a 
year,  according  to  Con- 
cord, Mass.  actuary  Ken- 
neth Anderson. 

James  Wahl  (see  story) 
expects  to  earn  $75,000 
this  year  in  consulting 
fees.  He  could  have  shel- 
tered just  $11,000  in  a 
garden-variety  Keogh, 
but  by  going  to  the  trou- 
ble of  setting  up  a 
"defined  benefit"  plan,  he 


James  Wahl  reports  for  new  job 
Keogh  yourself. 


may  be  able  to  salt  away 
$30,000,  explains 
Michael  Chasnoff,  Wahl's 
financial  planner.  Wahl 
used  a  standardized 
Keogh  plan  from  Fidelity, 
saving  $2,500  in  docu- 
ment fees.     -C.T.G.  ■ 


networking,  and  I  was  amazed  at  the 
variety  of  opportunities  that  came  out 
of  the  woodwork." 

Kaskell  signed  on  at  the  CPR  Insti- 
tute for  Dispute  Resolution  in  New 
York.  He  had  become  a  liaison  there 
while  at  Olin,  learning  about  things 
like  mediation  and  arbitration.  The 
affiliation  paid  off  with  a  paying  job 
beginning  in  1983.  He  works  four 
days  a  week. 

Peter  Francis,  69,  is  a  research 
chemist  by  training.  He  spent  30 
years  climbing  the  corporate  ladder  at 
various  chemical  companies.  In  his 
50s,  perhaps  sensing  that  there  would 
be  limited  postcareer  opportunities  as 
a  middle  manager,  he  jumped  back 
onto  the  research  track  at  Arco 
Chemical.  When  an  early  retirement 
offer  came  at  age  64,  he  grabbed  it 
and  landed  a  research  job  at  a  small 
company  three  days  a  week. 

A  nice  fit.  He  golfs  the  other  two 
days.  The  job  pays  a  little  less  than 
half  of  what  he  was  making  when  he 
retired  from  Arco. 

Joan  Tufenkjian  was  working  three 
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days  a  week  as  a  dental  hygienist  in 
Cambridge,  Mass.  and  taking  aero- 
bics classes  on  her  days  off.  She 
enjoyed  aerobics  so  much,  she  decid- 
ed to  try  to  get  paid  for  doing  it. 
Tufenkjian  retired  from  her  dental 
job  by  50  and  became  a  certified  aer- 
obics instructor.  Now  64,  she  teach- 
es 12  classes  a  week,  mostly  to  older 
or  deconditioned  people.  Pay:  $35  to 
$40  an  hour.  She  also  runs  an  occa- 
sional recertification  course  for  other 
aerobics  teachers,  earning  $150  for  a 
2-hour  workshop. 

John  Toomey  of  Mobile,  Ala. 
stumbled  across  his  shadow  career 
while  working  as  a  traveling  salesman 
for  Fruit  of  the  Loom.  Mobile  has 
annual  Mardi  Gras  festivities,  at 
which  maskers  throw  candies,  beads 
and  trinkets  to  the  crowd.  Toomey 
started  buying  his  own  "throws" 
during  his  travels,  where  he  found 
them  cheaper.  He  started  carting 
some  home  for  family  and  friends. 
Why  not  make  a  business  of  it.> 

Since  he  retired  ten  years  ago  at 
the  age  of  65,  Toomey  and  his  wife. 


Ann,  have  built  a  company  that  pro- 
vides them  with  12  times  their  former 
income.  This,  from  a  business  with  a 
three-month  selling  season,  Decem- 
ber to  February.  Ann  Toomey,  66, 
just  returned  from  her  first-ever 
buying  trip  to  Hong  Kong. 

Going  back  to  school  is  sometimes 
an  option.  Douglas  MacPherson 
began  acupuncture  studies  at  age  60 
during  his  last  year  with  EG&G  Inc.  in 
Wellesley,  Mass.  Now  65,  he  finished 
school  last  year  and  is  slowly  building 
his  practice.  He  has  this  advice  for 
would-be  students:  "You  have  to  be 
pretty  comfortable  with  your  ego  to 
become  a  rookie  at  60  and  to  be 
taught  by  people  half  your  age,  but 
you  get  over  it." 

Find  a  shadow  career  in  which  age 
is  an  asset,  not  a  liability.  James  Watt, 
66,  is  selling  his  accounting  business 
in  Schererville,  Ind.  and  "retiring"  to 
Fort  Collins,  Colo.,  where  he  will 
hang  out  a  financial  planner's  shingle. 
"In  the  accounting  field,  clients  grav- 
itate toward  younger  folks,"  he  says. 
"In  financial  planning  there's  thiSj 
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When  your  corporate  culture  is  about  the  best 


Business  gifts  say  so  much  about  your  company, 
to  your  customers  and  employees. 
They  reflect  your  corporate  culture.  They  reflect  you. 

For  a  single  gift  or  an  entire  service  award  program, 
Tiffany  works.  We  offer  impeccable  taste,  timeless  design 
and  packaging  that  promises  excitement... 
all  well  within  your  budget. 

And  Tiffany  makes  it  so  easy.  From  personalized 
attention  to  state-of-the-art  service. 

Tiffany's  corporate  sales  group  takes  your 
business  seriously.  So  the  right  gift  arrives  in  the 

right  hands  at  the  right  time.  Every  time. 

Tiffany  &  Co. 

FOR  CORPORATE   ACCOUNT  INFORMATION  CALL  1-K()(k77O-(I08().  EXT.  10 
FOR  ALL  OTHER  INQUIRIES,  CALL  l-«(J(J-52fi-()f,49 


.special  (u:vL'ntsin}^  setiion 


Arco  and  the  Reformulation  of  the  Oil  Business. 

Only  in  California  would 
an  oil  company  dig  as  deep  for 
bold  ideas  as  it  does  for  oil. 


Wildcatters  invented  the  oil  business.  They  were 
mavericks  who  would  bet  everything  they 
had  to  sink  a  well,  hoping  to  hit  a  gusher  before  their 
bankroll  ran  out. 

The  story  of  ARCO  proves  that  the  wildcatter's 
spirit  is  very  much  alive  in  the  West. 

In  the  1960s,  after  every  other  company  had 
given  up  prospecting  for  oil  on  Alaska's  North  Slope, 
ARCO  forged  ahead,  and  in  March  1968  discovered 
North  America's  largest  oil  field  at  Prudhoe  Bay.  That 
proved  to  be  the  easy  part. 

How  to  get  the  oil  to  market  was  the  hard 
part.  The  answer  for  ARCO  and  its  partners  was  to 
build  an  800-mile  state-of-the-art  pipeline  through  one 
of  the  world's  harshest  environments.  The  pipeline 
was  not  only  one  of  the  great  engineering  feats  of  the 
20th  Century,  it  was  also  environmentally  friendly  with 
much  of  it  high  above  the  ground  so  that  migrating 
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ARCO's  roots  can  be  traced  to  the  mid  1800's  wh 
gasoline  was  delivered  by  horse  drawn  trailers 

caribou  and  other  animals  could  pass  under  it. 

ARCO's  gamble  is  still  paying  off- for 
company  and  America.  The  13-billion  barrel  Pn 
Bay  oil  field,  and  other  Alaskan  oil  fields  disco\ 
later,  account  for  a  quarter  of  America's  domesi 
production. 

New  ideas  kept  coming.  Four  years  aftei 
Prudhoe  Bay  discover}',  ARCO  moved  its  headqu 
from  New  York  to  California  to  be  closer  to  its  bi 
market  and  America's  westward-looking  future. 

ARCO's  boldest  marketing  move  came  in 
when  it  ignored  conver 


ARCO  geologists  will  go 
almost  anywhere  to  find 
new  oil  resources.  ARCO 
was  the  first  Western  oil 
company  to  explore  in 
China  and  is  now  looking 
for  oil  projects  in  Russia. 


wisdom,  did  away  wi 
credit  card,  and  lower 
gas  prices.  Once  agai 
ARCO's  audacity  paii 
as  they  became  the  le; 


J 


lelped  build  the  800-mile  Trans  Alaska  Pipeline  that  now  carries  a  quarter 
of  America's  oil  production. 


ihe  retailer  in  California  and  the  West. 

ARCO  followed  that  coup  by  expanding  the  notion  of  what 
station  should  be,  creating  the  am/pm  mini  market -big,  bright 
s  to  buy  convenience  and  self-serve  food  as  well  as  gasoline. 

More  challenges  lay  ahead.  As  America  entered  the  final 
pe  of  the  20th  Century,  the  oil  industry,  especially  companies 
l»  business  in  California,  faced  a  daunting  prospect.  To  ;, 
:e  air  pollution,  California  and  federal  regulators  were 
dering  plans  to  eventually  replace  gasoline  with  costly 
iinproven  alternative  fuels.  While  others  in  the  industry 
ed,  ARCO  acted,  developing  the  nation's  first  cleaner- 
burning  gasoline,  EC-1.  The  idea 
was  so  revolutionary,  today  refor- 
mulated gasoline  is  the  only  kind 
of  gasoline  being  sold  in  Califomia. 

Now  ARCO  is  expanding 
its  horizons,  looking  overseas  to 
augment  its  U.S.  production.  ARCO 


largest  natural  gas  field.) 
Recently  it  entered  into 
a  long-term  partnership 
with  Russia's  largest 
oil  company.  It  is  active 
in  Indonesia,  the  United 
Kingdom  North  Sea, 
Algeria,  Ecuador, 
Venezuela,  Turkey  and 
the  Middle  East.  ARCO 
is  also  finding  more  oil  in  Alaska 
and  growing  its  oil  and  gas  business 
in  the  lower  48  states. 

Once  again  ARCO  is  reinvent- 
ing itself,  preparing  for  a  new  set  of 
challenges  in  the  21st  Century. 


"Entrepreneurs  and  visionaries  are  what 
made  this  state  great.  And  California's  story  of 
innovation  and  leadership  is  just  beginning'.' 

-  Govemor  Pete  Wilson. 


"Our  plan  is  to  become  a  serious 
player  in  the  international  arena'.' 
-Mike  Bowlin,  CEO  ARCO 


Self-Made  in  California 

celebrates  Califomia  entre- 
preneurs and  companies 
whose  vision  and  daring  have 
shaped  the  20th  Century. 
Watch  for  this  special  presentation  air- 
ing on  CNBC  cable  network  June  8th 
at  4:30  pm  EST,  1:30  pm  PST. 


INVESTMENT  QUlM 


FoMow  your 
shadow 

How  DO  YOU  Start  a 
shadow  career?  Here's 
some  advice  from  New 
York  career  counselor  Dee 
A.  Soder,  foundci  of  the 
CEO  Perspective  Group. 

Plan  ahead.  'I bo  many 
people  wait  until  their  50s 
or  60s  to  start  thinking 
about  work  alternatives. 
That  doesn't  give  you 
enough  time  to  get  the 
credentials  or  to  develop 
the  contacts  you  need  for 
a  second  career. 


j  .   >  overlook  your 
'  L  -.y^j-.  You  may  have 
;;i  light  you  were  a  great 
se\lesman  back  when  you 
were  executive  vice  presi- 
dent at  Megacorp.  But 
without  the  fancy  tide — 
and  the  clout  that  comes 
with  it — you  may  be  a  lot 
less  persuasive.  "You  may 
not  have  the  flash  to  be  a 
consultant,  so  tag  on  with 
somebody  who  does," 
advises  Soder. 

Be  prudent.  You  could 
lose  your  savings  in  a 
franchise  demanding 
startup  capital.  Another 
way  to  go  bankrupt: 


taking  a  board  seat  on  a 
company  that  doesn't 
have  an  adequate  direc- 
tors and  officers  liability 
insurance  policy. 

Do  your  homework. 
What's  the  demand  for 
the  skills  you  are  offering.^ 
"Most  people  spend  more 
time  buying  a  house  or  a 
car  than  they  do  research- 
ing a  postretirement 
career,"  says  Soder. 

Do  a  tryout.  You  may 
think  someone  with  your 
vast  experience  would 
make  a  great  teacher,  but 
you  don't  know  if  you  are 
suited  until  you  stand  in 


front  of  a  classroom. 

Prepare  yourself.  If  you 
spent  a  business  career 
surrounded  by  subordi- 
nates, being  a  solo  consul- 
tant will  be  a  shock  to 
your  system.  So  consider 
leasing  space  in  an  office 
building  or  joining  up 
with  another  firm.  "Oth- 
erwise," says  Soder,  "it's 
just  you,  your  spouse  and 
the  postman." 

Choose  wisely.  Don't 
assume  friends  make  good 
business  partners. 

Beware  the  dream  job. 
And  don't  open  a  country 
inn.  -C.T.G.  Hi 


mystique — if  you're  a  litde  bit  older 
you  must  know  something." 

James  Wahl,  64,  of  Cincinnati  ran 
the  U.S.  operations  of  an  interna- 
tional dry  cleaning  company,  but  the 
monthly  meetings  in  England  grew 


wearing.  He  retired  last  year  and 
began  marketing  himself  as  a  business 
consultant.  A  business  school  dean  he 
had  met  recommended  him  for  a 
part-time  job  as  executive  director  for 
the  local  chapter  of  Cambridge, 


Loraine  Williams  and  her  restored  1907  mansion  in  Centralia,  Wash. 
She  hasn't  gotten  around  to  retiring. 


Mass.'  Center  for  Quality  Manage- 
ment. Wahl  got  the  job  as  much  for 
his  willingness  to  learn  as  for  his  busi- 
ness contacts.  "I'm  not  an  interesting 
person  so  much  as  an  interested 
person,"  he  jokes. 

Wahl  has  been  helping  support  his 
97-year-old  mother,  who  ran  out  of 
money  long  ago.  He's  determined 
not  to  let  that  happen  to  him.  "I  like 
my  lifestyle  and,  unless  I  consult,  I'm 
not  going  to  be  able  to  keep  it,"  he 
explains. 

Work  till  you  drop.>  It's  not  all  that 
grim,  really.  Jane  King,  a  Wellesley, 
Mass.  financial  planner,  finds  that  for 
her  older  clients,  working  is  a  great 
attitude  booster.  "We  all  need  to  be 
needed,"  she  says,  "and  to  have  a  3 
o'clock  appointment  someone  would 
be  disappointed  if  we  didn't  keep." 

How  long  can  you  expect  to  keep 
going.>  Loraine  Williams,  77,  office 
supervisor  for  the  Lewis  County 
(Wash.)  Health  Department,  has 
been  putting  off  retirement  for  years. 

She  took  that  job  20  years  ago,  just 
before  her  husband  died.  Though  he 
left  no  pension  to  speak  of,  Williams  I 
is  living  well.  She  has  accrued  a  nest! 
egg  and  restored  her  historic  home,  a 
1907  lumberman's  mansion  in  Cen- 
tralia, Wash. 

Williams  could  quit  anytime  now, 
but  she  keeps  putting  it  off.  "I'm 
going  to  hang  on  until  I  get  my  new 
paint  job  done  and  my  new  fijrnace," 
she  alibis.  ■ 
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nan  laeas  Tor  your  ruTure 


Putting  too  much  into 
taxes  and  not  enough 
into  retirement? 

Prudentials  Discovery  Select^'^  Variable  Annuity  can  help 

Funding  your  IRA  and  401  (k)  plans  is  a  great  move  for  your  retirement  savings,  but  don't  limit  your 
tax-deferred  options.  Prudential's  Discovery  Select  Variable  Annuity'  gives  you  another  smart 
way  to  defer  taxes  on  your  earnings,  while  also  olTermg  the  insight  of  a  financial  advisor 
and  the  security  of  insurance  protection. 


!  Enjoy  these 
key  benefits 
vith  Discovery 
Select: 
• 

Solutions  to  fit 
'     your  needs. 

Take  advantage  of  our 
sset  ollocation  program 
:  to  choose  among  21 
investment  options 
suited  to  your  needs.* 
• 

ruaranteed  protection 
or  your  beneficiaries. 

'ou  get  a  death  benefit, 
backed  by  Pruco  Life 
Insuronce  Company, 
hat  guarantees  at  least 
your  total  payments 
minus  any  v/ithdrov/als 
you  make).' 
• 

Tracking  your 
assets  is  easy. 

Each  quarter,  you 
Keive  a  comprehensive, 
;asy-to-read  statement 

shovi^ing  how  your 
nvestments  performed. 


Discovery  Select  can  help  you 
close  your  "retirement  gap." 

Your  "retirement  gap"  is  the  difference  between 
what  you're  saving  now  and  what  you'll  need 
in  retirement.  And  it's  where  Discovery  Select 
can  help.  The 
combination  of 
tax  deferral  and  no 
annual  contribution 
limits  can  help 
you  save  more  for 
retirement — and 
more  efficiently, 
too. 

Save  on  next 
year's  taxes. 

Instead  of  paying 
taxes  year  after 
year  on  the  money 
you're  putting 
away,  Discovery  Select  lets  your  earnings  grow 
tax-deferred  until  you  withdraw  them — which 
can  help  you  build  wealth  faster 


3  CORNERSTONES 

of  a  solid  retirement  foundation 

Annuity:  1 

Once  you  reach  the  annu 
IRA  or  401  (k),  an  annuity 
way  to  put  even  more  tc 

A* 

)lo  $  limit 

[il  contribution  limits  of  on 
can  be  an  easy  and  effective 
ix-deferred  money  aside. 

Prudential 
AIM  Advisors 
Janus 
MFS 
OpCap  Advisors 
T.  Rowe  Price 
Warburg  Pincus 


With  Discovery  Select, 
you'll  be  able  to  choose 
among  well-known 
mutual  funds  from 
world-dass  fund  families. 


Invest  confidently. 

Each  of  Discovery  Select's 
variable  investment  options  is 
managed  by  Prudential  or  one 
of  sb(  other  well-respected 
money  managers. 

Personalized 
sales  and 
service. 

To  find  out  how  the 
Discovery  Select 
Variable  Annuity  can 
help  fill  the  missing  piece  in  your 
retirement  puzzle,  contact  your  Pruco 
Securities  Registered  Representative  or 
Prudential  Securities  Financial  Advisor. 
Ask  for  a  prospectus  detailing  risks, 
charges  and  expenses.  Please  read  the 
prospectus  carefully  before  you  invest  or 
send  money 

Call  today! 

1-800-778-6363 

www.pruclential.com 

(S  Prudential 

i . i t i  111 

;  most  insurance  policies  and  annuity  contracts,  Prudential  policies  and  annuity  contracts  contain  exclusions,  limitations,  reductions  of 
lefits  and  terms  for  keeping  them  in  force.  Your  Prudential  representative  can  provide  you  v/ith  costs  and  complete  details. 

.covery  Seiecf"  Variable  Annuity  is  issued  by  Pruco  Life  Insurance  Company,  except  in  New  York  State  where  the  issuer  of  the  annuity  and  the  guarantor 
le  death  benefit  is  Pruco  Life  Insurance  Company  of  New  Jersey.  Discovery  Select'"  is  offered  through  Pruco  Secunties  Corporation,  1111  Durham 
nue,  South  Plainfield,  NJ  07080-2398,  and  Prudential  Securities,  199  Water  Street,  New  York,  NY  10292.  All  are  subsidiaries  of  The  Prudential 
jrance  Company  of  America,  Prudential  Plaza,  Newark,  NJ  071  02-3777.  *20  investment  options  available  in  MD,  OR  and  WA.  Withdrawals  from  this 
deferred  investment  may  be  subject  to  a  1  0%  penalty  tax  if  withdrawn  before  age  59     Discovery  Select^"  is  a  service  mark  of  Prudential.  Prudential 
;stments""  is  a  unit  of  Prudential  that  manages  invested  assets  on  behalf  of  its  clients. 
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c  ruiiininii 


If  you  are  self-employed  and  haven't  already  signed  up 
for  one  of  those  tax-sheltered  medical  accounts, 
stop  what  you  are  doing  and  look  into  it. 

Psst!  Super-IRA 


By  Laura  Saunders 

Thk  gates  ark  open,  and  the  race  is 
on:  Over  the  next  few  years,  about 
750,000  taxpayers  will  be  able  to  set 
up  tax-sheltered  Medical  Savings 
Accounts. 

Purpose  of  the  msas:  To  demon- 
strate that  workers,  given  a  financial 
incentive  to  keep  doctor  bills  down, 
will.  Mechanism:  Offer  some  people 
juicy  tax  benefits  if  they  sign  up  for  a 
certain  type  of  high-deductible  insur- 
ance policy. 

Side  effect:  Create  a  terrific  tax 
shelter  for  those  who  know  how  to 
work  the  system. 

What's  happening  is  a  giant  exper- 
iment, authorized  by  Congress  last 
summer,  to  see  if  high  deductibles 
will  make  patients  cost-conscious.  If 
they  do,  the  experiment  could  point 
to  a  solution  to  the  country's  upward 
spiral  in  medical  costs. 

So  far  sales  of  MSAs  have  been  dis- 
appointing.  But  supporters  are 
cheering:  "msas  will  restore  the 
doctor-patient  relationship,  allow 
people  to  save  half  the  money 
they  normally  spend  on  insur- 
ance and  give  a  welcome  alter- 
native to  managed  care,"  says 
Daniel  Perrin,  an  official  with 
Indianapolis-based  Eclipse 
MediSave  America,  an  MSA  ser- 
vice company. 

We  don't  know  yet  whether 
msas  will  put  a  lid  on  medical  bills. 
We  feel  confident  in  stating,  how- 
ever, that  diey  could  be  a  tax  bonan- 
za for  some  people — a  de  facto  sup- 
plemental retirement  plan. 

Here's  why:  You  put  aside  a  tax- 
deductible  chunk  of  your  income  into 
the  MSA,  much  as  if  you  were  con- 
tributing to  an  IRA  or  401(k).  If  you 
have  medical  bills,  you  can  pay  them 
by  making  a  tax-fi^ee  withdrawal  from 
this  MSA.  Whatever  is  left  compounds, 


tax-deferred,  until  you  are  65.  Then 
you  can  take  the  money  out,  pay 
income  tax  on  the  withdrawal,  and 
spend  it  as  you  like. 

Say  you  stuff  a  tax-deductible 


$2,000  into  the  account.  Doctors 
grab  $1,200  of  it.  The  other  $800 
compounds  until  retirement  in  35 
years — to  maybe  $16,000. 

Wait,  it  gets  better  than  this.  Use 
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the  MSA  during  retirement  for  med- 
ical bills  or  nursing  homes  and  the 
withdrawal  is  tax-free.  Tax-deductible 
going  in,  tax-free  compounding,  tax- 
free  going  out.  No  IRA  is  that  good; 
iKA  distributions  are  always  taxable. 

You  can  even  put  a  spin  on  this  tax 
.  shelter  that  the  promoters  in  Con- 
!  gress  did  not  intend.  Pay  the  $1,200 
I  in  doctor  bills  out  of  pocket.  Let  the 
1  whole  $2,000  compound  tax-free. 
We  explore  this  counterintuitive 
option  in  a  box  on  page  172. 

Does  an  MSA  make  sense  for  you> 
It  could,  especially  if  you  are  more 
than  one  of  the  following:  young, 
.healthy,  single,  affluent. 

You  can  take  part  in  Uncle  Sam's 
MSA  trial  only  if  you're  self- 
employed — partners  in  partnerships 
count  here — or  work  in  a  firm  with 
pO  or  fewer  employees.  But  no  one  in 
■the  trial  can  be  covered  by  other 
'insurance.  So  a  self-employed  hus- 
band can't  get  an  MSA  if  his  wife  has 
family  coverage  through  her  job. 
Providers  are  selling  both  group  and 
individual  policies,  but  choices  are 
limited  in  some  states  (Maryland,  for 


example)  because  of  regulations. 

Each  participant  in  the  trial  must 
have  two  things,  not  necessarily  from 
the  same  company.  The  first  is  a 
health  plan  or  insurance  policy  with  a 
high  annual  deductible — between 
$3,000  and  $4,500  for  a  family, 
$1,500  and  $2,250  for  singles.  These 
policies  can  vary  in  the  coinsurance 
(the  percent  of  a  medical  bill  you  pay 
after  meeting  the  deductible),  but  all 

Tax-free  going  in,  tax-free 
while  compounding, 
tax-free  going  out. 
No  IRA  is  that  good. 

have  a  cap  on  out-of-pocket  expens- 
es of  $5,500  for  families  and  $3,000 
for  singles. 

The  second  requirement  for  par- 
ticipation in  the  trial  is  a  medical  sav- 
ings account.  In  it  the  taxpayer  (or 
employer)  deposits  up  to  75%  of  the 
annual  deductible.  This  money  goes 
in,  grows  and  comes  out  tax-free  if  it 
is  used  to  pay  qualified  medical 


expenses.  If  you  use  the  money  for 
nonmedical  purposes  before  retire- 
ment age,  you  owe  regular  tax  plus  a 
15%  penalty. 

Qualified  expenses  are  anything  the 
Internal  Revenue  Service  allows  a 
medical  tax  deduction  for.  "This  is  far 
broader  than  typical  coverage  and 
includes,  say,  eyeglasses  and  ortho- 
dontia," notes  Dr.  Robin  Potter  at 
MSAver,  an  MSA  provider.  Although 
MSA  funds  can't  be  used  for  medical 
insurance  premiums  unless  you  are 
unemployed,  they  can  be  used  for 
premiums  on  nursing  home 
insurance. 

Key  point:  You  don't  have  to  use 
available  MSA  ftinds  when  you  have  a 
noncovered  medical  bill  if  you  don't 
want  to.  Also:  Once  you  reach  65, 
you  can  withdraw  MSA  fiinds  for  any 
purpose  without  penalty,  paying  only 
ordinary  income  taxes.  The  money  is 
not  even  hit  by  the  15%  penalty  tax 
on  "excessive"  retirement  savings. 
Medical  payments,  nursing  home 
insurance  premiums  and  nursing 
home  charges  after  65  remain  tax- 
exempt. 


How  it's  supposed 
to  work 

I 

'Here,  courtesy  of  Time 
Insurance  Co.  in  Milwau- 
kee, is  how  a  typical  MSA 
plan  might  compare  with 
conventional  insurance. 
I   John  is  a  2 5 -year-old 
bPA  living  in  Chicago.  His 
iwife,  Mary,  is  in  graduate 
ischool,  and  the  couple  has 
no  other  insurance.  They 
ire  in  a  34%  tax  bracket. 

A  conventional  policy 
from  Time  with  a  $500 
deductible  and  maternity 
roverage  would  cost  them 
S 3,400  a  year.  If,  however, 
the  family  opts  for  a  $4,500 
deductible  policy  with  med- 
ical savings  account,  the 
same  coverage  costs  only 
$1,350.  In  addition,  they 


would  put  up  to  $3,375, 
pretax,  into  an  MSA. 

Assuming  John  and 
Mary  contributed  the 
maximum  to  the  MSA,  the 
combined  outlay  of 
$4,725  would  exceed 
what  conventional  insur- 
ance would  cost  them. 
But  see  what  happens. 
The  MSA  contribution 
saves  them  $1,147  on 
their  taxes.  Before  paying 
any  medical  bills,  then, 
they  are  a  little  bit  behind. 

Now  throw  in  the  bUls. 
With  a  $5,000  hospital  stay 
they  are  going  to  wind  up 
ahead  with  the  MSA.  Widi 
conventional  insurance 
you'd  pay  $4,800,  includ- 
mg,  20%oftiie  $4,500  as  a 
copayment.  Witii  the  MSA, 
costs  include  $1,125 
toward  the  deductible  that 


is  not  covered  by  the  MSA 
balance. 

If  the  couple  is  healthy, 
though,  they  accumulate  a 
nice  slush  fund.  Say  they 
spend  only  $800  on 
checkups,  drugs  and  glass- 
es. Then  there  is  an  MSA 
balance  of  $2,575  at  the 
end  of  the  year  that  earns 
interest  at  4.5%. 

If  the  couple  maintains 
this  plan  and  their  health, 
the  account  would  grow 
to  $14,000  at  the  end  of 
five  years  if  it  earns 
straight  interest.  But  the 
Joneses  will  also  be  able 
to  invest  amounts  over 
$2,000  in  a  mutual  ftind, 
beginning  next  year,  when 
Time  Insurance  allows 
owners  to  choose  from 
more  tiian  half  a  dozen 
Fortis  funds. 


What  if  there's  a  cata- 
strophic $50,000  claim  on 
the  insurance  in  year  five.^ 
After  figuring  copayments, 
caps  and  deductibles.  Time 
figures  that  the  MSA  custom- 
er is  still  a  bit  ahead  of  the 
person  who  bought  con- 
ventional insurance. 

And  what  if  John  later 
takes  a  job  with  a  Big  Six 
firm  that  has  conventional 
insurance?  He  can't  make 
any  more  MSA  contribu- 
tions. He  can  make  with- 
drawals to  pay  for  uncov- 
ered expenses  except  in 
die  year  that  he  switches. 

He  can  also  let  the  dor- 
mant accoimt  grow  until 
he's  65.  At  that  poiiit  he 
can  use  it  as  an  ordinary 
(taxable)  IRA  or  make  tax- 
free  wididrawals  to  pay 
medical  bills.       -L.S.  H 


.Forbes  ■  June  16,  1997 


171 


INVESTMENT  GUIDE 


How  you  can 
monkey  with  it 

Okay,  you  havk  a  nice 
little  MSA  balance  and  a 
$1,000  doctor  bill  comes 
in.  Now  what? 

What  you  arc  supposed 
to  do  is  draw  $1,000  out 
of  the  MSA  to  pay  the  bill. 
This  in  itself  is  a  good 
deal,  because  you  got  a  tax 
deduction  when  you  put 
the  $1,000  into  the 
account,  yet  the  withdraw- 
al is  not  taxable.  By  using 
the  MSA  as  a  conduit 
between  your  paycheck 
and  your  medical  expense, 


you  have,  in  effect,  been 
able  to  deduct  the  expense 
from  your  income.  Out- 
side a  corporate  flexible 
spending  plan,  that's  hard 
to  do.  Since  1987  medical 
expenses  have  been  direct- 
ly deductible  only  to  the 
extent  they  exceed  7.5%  of 
adjusted  gross  income. 

What  you  are  not  sup- 
posed to  do  is  leave  the 
$  1 ,000  in  your  MSA  and 
pay  the  medical  bill  with 
$1,000  taken  from  else- 
where. That  is.  Congress 
didn't  have  this  strategy  in 
mind.  But  it  didn't  forbid 
the  practice,  either. 

Why  would  it  be 
smart  to  leave  the  msa 


untouched?  Why,  that  is, 
would  you  rather  have 
$1,000  sitting  in  an  MSA 
rather  than  the  identical 
sum  sitting  in  a  brokerage 
account?  Because  the  msa 
can  get  decades  of  tax-free 
compounding.  If  you  are 
young  and  not  stupid,  you 
can  make  it  grow  to,  say, 
$30,000  at  age  70. 
(That's  9%  a  year  for  40 
years.)  In  the  brokerage 
account,  invested  in  the 
same  things  and  exposed 
to  a  34%  tax  rate,  the  sum 
would  grow  to  less  than 
$10,000. 

Comes  time  to  spend 
the  money.  If  you  have 
large  medical  or  nursing 


home  bills — and  we'll  bet 
you  will,  because  Con- 
gress IS  going  to  penalize 
frugal,  hardworking 
people  by  taking  away 
their  Medicare — you  have 
$30,000  to  spend  on 
them.  The  poor  bloke 
who  spent  his  msa  on 
medical  bills  when  he  was 
young,  in  contrast,  has 
only  $10,000  toward  his 
nursing  home. 

Worst  case,  if  you  want 
to  call  it  that:  You  turn  7( 
and  you're  healthy.  Then, 
take  the  $30,000  out  of 
the  MSA,  pay  income  tax 
and  have  $19,800  for  a 
trip  to  Europe. 

-William  Baldwin  i 


For  an  example  of  how  an  MSA- 
linked  insurance  policy  works,  see 
box,  page  171. 

For  now  the  large  mutual  hands 
and  banks — except  Mellon  and 
Wells  Fargo — are  steering  clear  of 
this  market.  So  the  savings 
accounts  are  being  offered  by  a 
small  group  of  banks  and  insur- 
ers, often  in  combination  with 
health  coverage. 

Terms  vary.  At  Golden  Rule 
Insurance,  an  account  costs  $10  to 
set  up  and  $3  per  month  to  maintain. 
Account  holders  get  a  checkbook  for 
making  payments.  There  are  no  per 
check  fees,  and  all  fiinds  earn  5%. 

As  is  the  case  with  most  other 
providers.  Golden  Rule  doesn't  cur- 
rently offer  mutual  flmds  to  holders. 
It  and  the  others  will  probably  do  so 
next  year,  when  balances  are  bigger. 

That's  why  it  is  extremely  impor- 
tant to  find  out,  before  you  sign  up 
for  an  MSA  account  held  by  an  insur- 
ance company,  whether  you  can 
move  the  savings  account  without 
disturbing  the  health  coverage.  You 
may  find  a  better  deal  elsewhere  in 
the  future.  Many  firms  will  let  you 
move  the  MSA  account,  but  apparent- 
ly the  law  does  not  require  them  to. 
Don't  be  trapped. 

Who  polices  your  account  with- 
drawals to  make  sure  they're  legit? 


MSA  owners  will  get  a  1099  each  year, 
showing  total  payouts.  From  there 
it's  up  to  the  IRS. 

Far  trickier  than  figuring  out  where 
to  put  your  msa  is  which  coverage  to 
buy.  Unfortunately,  what's  uniform 
about  these  policies  is  the  deductible, 
not  the  coverage.  Note  that  the  caps 
on  out-of-pocket  expenses  apply  only 
to  covered  costs,  not  excluded  ones. 

Qualified  high-deductible  coverage 
is  currently  offered  by  over  40  com- 
panies, including  insurers  Golden 
Rule  and  Time  Insurance  and  health 
maintenance  organizations  Humana 
and  Unicare.  (For  a  list,  see  our  Web 
site  at  www.forbes.com/taxes.)  At 


Time,  says  marketing  vice  presiden 
Scott  Krienke,  these  policies  typical 
ly  cost  30%  to  60%  less  than  com 
parable  individual  policies  with 
$500  deductible.  The  policie 
aren't  necessarily  cheaper  thai 
what  a  big  employer  pays  fo 
group  coverage. 

Though  the  msa  policies  an 
new,  the  old  dilemmas  of  choos 
ing  coverage  still  apply.  Do  yoi 
want  greater  choice  with  highe 
premiums  or  lesser  choice  wit! 
lower  premiums?  Going  with  a  plar 
from  an  HMO  or  an  insurer's  pre 
ferred  provider  network  could,  say 
lower  the  cost  of  arthroscopic  knee 
surgery  from  $4,300  to  $3,200 
which  is  great  if  the  money  is  coming 
out  of  your  own  MSA.  But  it  may  alsc 
limit  your  choices  concerning  cancel 
treatment  or  heart  surgery. 

Buyers  should  also  be  aware  that 
although  you  can  use  the  msa  fimd? 
for  any  cost  that's  tax  deductible 
such  expenses  may  not  run  down  the 
deductible.  If  you  spend,  say,  $4,00C 
of  msa  money  on  your  daughter's 
orthodontia,  it  won't  eat  up  a  penny 
of  your  deductible  in  most  cases. 

One  more  thing:  Even  if  the  pro- 
gram is  discontinued,  owners  can 
keep  these  policies  and  accounts 
going  forever.  So  if  you  want  one,  get 
it  before  the  window  slams  shut. 
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BRIGHT  IDEAS  HELP  ENSURE 

i5y're  looking  forward  to  a  world  of  wonders.  Of  opportunity.  A  world  in  which  all  things  seem  possible.  At 
/er  Corporation,  we  share  that  vision.  Our  goal  is  to  create  the  products  that  will  shape  a  brighter  future  for  all 
•  children.  That's  why  our  Bayer  research  teams  continue  to  develop  ways  to  make  cars  safer,  longer-lasting  and 
re  fuel  efficient  And  why  we're  creating  superior  home  insulation  materials  that  save  energy  and  make  homes 

I  BRIGHT  FUTURES. 

ire  comfortable.  Bayer  crop  protectants  help  ensure  an  abundant  food  supply.  And  many  of  our  healthcare 
iiducts  are  now  working  to  wipe  out  some  of  today's  major  diseases.  We  make  over  8,000  products  and  spend 
I  ions  of  dollars  in  research  every  year.  It's  part  of  Bayer's  commitment  to  put  a  world  of  innovation  to  work 
I  you— now  and  for  generations  to  come.  Because  a  brighter  future  is  something  we  can  all  look  forward  to. 


tthing  warms  the  heart  quite  like 


Vhite  developing  new  ways  for  friends  and  loved  ones  to 
xpress  their  affection,  liaiimarit  Cards  fell  in  love  with  the 
usiness  possibilities  they  discovered  on  the  Internet. 

Hallmark,  with  the  help  of  Giant  Step,  a  Microsoft*  Site 
iuilder  Network  member,  used  Microsoft  technology  to  build 
profitable  Web  site  that  customers  use  to  send  personalized 
ards  to  friends  via  e-mail,  locate  stores  carrying  ornaments 
fnd  collectibles,  and  even  have  digital  reminders  sent  of  their 
nportant  events.  At  the  same  time.  Hallmark  is  able  to 
ollect  valuable  Information  to  help  provide  their  customers 
:<ylth  ever  Improving  products  and  services. 


Where  do  you  want  to  go  today?" 


Hallmark  is  one  of  many  companies  using  Microsoft 
technology  to  develop  Web  sites  where  customers  get 
Information  and  get  in  touch  with  each  other.  The  question 
is  no  longer  whether  the  internet  has  practical  business 
applications,  but  rather,  whether  your  company  is  making 
best  use  of  this  extraordinary  business  venue.  Take  a  look 
at  www.hallmark.com,  and  while  you're  there,  send  a 
greeting  to  someone  you  love. 

To  learn  more  about  how  Hallmark  and  others  are 
building  business  advantage  on  the  Web,  visit  us  at  the 
address  below. 

www.mlcrosoft.com/sltebuilder/webadvantage/ 
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Don't  be  a  tightwad.  The  more  you  take  advantage  of  the  $10,000  gift  tax 
exemption,  the  less  your  estate  is  going  to  have  to  give  to  the  tax  collector. 

Use  it  or  lose  it 


By  Laura  Saunders 

There's  a  common  thread  here: 

■  In  Florida,  agents  for  a  dying  man 
remove  $300,000  from  his  estate  five 
hours  before  he  dies,  saving  estate 
taxes  of  $154,000. 

■  In  New  Jersey,  an  88-year-old 
man  gives  away  nearly  $1  million  of 
assets  in  a  15-month  period.  This 
transfer  of  wealth  saves  $500,000  in 
estate  taxes. 

■  In  Pennsylvania,  a  sister  takes  a 
$67,000  fee  for  being  executor  of  her 
mother's  estate,  then  gives  $23,000 
of  it  to  three  nieces.  Doing  so  costs 
$21,000  in  income  taxes,  but  saves 
$37,000  in  estate  taxes. 

In  each  case,  taxpayers  reaped 
rewards  by  using  one  of  the  few  tax 
deals  left  for  the  affluent:  the 
$10,000  gift  exclusion.  This  rule 
allows  anyone  to  give  anyone  else  up 
to  $10,000  per  year  of  cash  or  other 
assets  without  incurring  a  penny  of 
gift  tax.  Nor  does  the  gift  cut  into  the 
donor's  $600,000  lifedme  gift/estate 
tax  exemption.  "It's  the  most  effec- 
tive, least-used  estate  planning  tool 
there  is,"  says  Stuart  Kessler,  vice 
chairman  of  the  American  Institute  of 
Certified  Public  Accountants. 

If  you  learn  nothing  else  about 
estate  tax  planning,  learn  how  to  use 
the  gift  exclusion.  Here  are  eight 
tips,  courtesy  of  Jerome  Deener  of 
Deener,  Feingold  &  Stern  in  Hack- 
ensack,  N.J.  and  Daniel  Gilmore  of 
Gilmore,  Rees  &  Carlson  in  Frank- 
lin, Mass. 

1.  Your  limit  rises  to  $20,000  if 
you  are  married  and  you  opt  for  "gift 
splitting" — that  is,  one  partner  dele- 
gates to  the  other  his  or  her  power  to 
make  gifts.  Gift  splitting  was  used  in 
the  first  example  in  this  story.  Fifteen 
$20,000  gifts  were  made  from  the 
Florida  man's  assets  hours  before 
his  death. 

No  gift  tax  return  neeci  be  filed  for 
tax-free  gifts  unless  a  couple  uses  gift 


splitting.      But  some 
experts  suggest  shaving 
the  $10,000  limit  to 
$9,500  or  so,  in  case 
the  giver  has  made 
small  gifts  during 
the  year. 

2.  You  can  give 
away  cash  or  other 
assets     such  as 
stock,  heirlooms  or 
even  a  partial  inter- 
est,     such  as 
$10,000  worth  of 
real   estate   or  a 
business  asset.  But 
if  you  have  a  choice, 
you  are  usually  better 
off  giving  cash  and  leav 
ing  appreciated  assets  in 
vour  estate.  If  vou  give  a  painting 
worth  $9,000  that  was  bought  for 
$1,000  and  the  recipient  sells  the 
painting,  he  will  have  an  $8,000  cap- 
ital gain  to  report.  Left  in  the  estate, 
the   $8,000   profit  would  escape 
income  taxation. 

3.  You  can  make  a  gift  to  a  trnst, 
but  it  must  be  done  carefully  or  the 
IRS  can  disallow  it  as  a  gift  of  "ftiture 
interest."  The  key  here  is  to  put  gifts 
in  a  trust  with  "Crummey  powers:" 
The  donee  gets  a  window — usually 
30  d.ns  after  the  gift  is  made, 
during  which  he  can  withdraw  it. 
Usually  he  or  she  doesn't,  but  the 
mere  power  to  do  so  should  circum- 
vent the  future  interest  problem. 
Silly.>  Yes,  but  don't  blame  us.  We 
didn't  write  the  tax  code. 

4.  You  can't  tie  any  strings  to  these 
gifts.  If  John  gives  his  daughter 
Martha  assets  on  the  condition  that 
she  return  them  if  John  needs  them, 
the  IRS  can  disallow  the  gifts.  What 
happens  if  John  makes  the  same  gifts 
with  no  conditions,  but  Martha  just 
happens  to  give  assets  back  to  her 
father  someday.^  Fine. 


5.  Your  gift  must  be  completed. 
Example:  Aunt  Mary  wants  niece 
Jane  to  have  silver  worth  $4,000  andi 
writes  Jane  a  letter  saying  so.  Jane 
returns  a  note,  accepting  the  gift  and 
saying  she  will  pick  it  up  next  time 
she's  in  town.  Then  Aunt  Mary  dies, 
and  Jane  picks  up  the  silver  at  the 
funeral.  Is  this  okay.'  Not  if  the  iRS 
finds  out. 

For  this  reason,  experts  suggest 
that  deathbed  gifts  of  cash  be  made 
with  certified  checks  lest  the  donor 
expire  before  the  check  is  cashed. 
Remember:  These  IRS  agents  are  out 
to  get  you  if  they  can.  That's  what 
they  are  paid  to  do. 

6.  You  can  delegate  to  someone' 
else  your  power  to  make  gifts,  if  you 
are  careftil.  A  power  of  attorney  must 
explicitly  include  the  power  to  make 
gifts  on  your  behalf,  or  the  IRS  is 
almost  certain  to  disallow  them. 

7.  You  can  combine  the  $10,000 
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'  Intrepid  Sport's  3.5  liter, 
[ve,  single  overhead  cam 
!  with  only  slight 
cations,  the  same 
•  that  powers  the 
vheeled  Pro  Series 
t  the  famed  Skip 
r  Racing  School, 
•epid  Sport  sports  a 
•heel  independent 

Iision,  16"  wheels  and 
ofile  tires,  too,  for  athletic 
ng  and  a  smooth, 
\rtable  ride.  There 's 
le  AutoStick^ 


Ifs  true, 
the  engine 
does  tend 
to  race 


transmission  that 
shifts  like  a 
manual,  to  really 
make  you  feel 
like  you  're  on  a  fast  track. 
But  because  this  is  an 
Intrepid,  you  can  also  get 
the  benefit  of  4-wheel 
anti-lock  disc  brakes,  and 
cab-forward  roominess 
that  no  race  car  can 
compete  with. 
For  still  more  information, 
call  1-800-4-A-DODGE  or 
visit  our  Web  site  at 
http://www.  4adodge.  com 


vear  your  seat  belt. 
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freebie  with  other  estate-planning 
techniques,  such  as  using  a  trust  to 
hold  a  life  insurance  policy  that  will 
benefit  the  children. 

Another  technique  is  to  make  tax- 
free  gifts  of  minority  stakes  in  a  family 
limited  partnership.  That  allows  you 
to  claim  the  "minority  interest"  and 


"marketability"  discounts  on  the 
declared  value  of  the  partnership 
interests. 

The  New  Jersey  man  cited  above 
did  this.  His  lawyer,  Jerome  Deener, 
arranged  for  the  man  to  make  gifts  to 
19  relatives  in  a  partnership  in 
November  1995,  January  1996  and 
January  1997. 

8.  You  can  run  into  stumbling 
blocks  using  the  tax-free  gifts  to  for- 
give loan  repayments.  Don't  think 
that  you  can  lend  your  son  $50,000, 
then  simply  forgive  $10,000  of  the 
debt  per  year.  The  iRS  wants  evidence 
that  the  transaction  was  truly  a  loan, 
with  documents,  a  payment  schedule 
(and  some  payments  made),  real 
interest  charged  and  an  irregular  rate 
of  forgiveness. 

Remember  that  tax-free  gifts  are 
not  only  for  the  very  wealthy.  The 
Pennsylvania  woman  cited  above  was 


entitled  to  a  $67,000  executor's  fee 
from  her  mother's  estate.  She  almost 
declined  it  because  she  wanted  to 
share  estate  assets  equally  with  her 
sister's  family.  But  doing  so  would 
have  cost  $37,000  in  estate  tax,  says 
her  lawyer,  Sandra  Ciullo  of  Edward 
F.  Isaacs  in  New  York.  Ciullo  advised 
the  woman  to  take  the  fee,  pay 
$21,000  in  income  tax  and  make  tax- 
free  gifts  of  half  the  remaining 
$46,000  to  three  nieces.  (You  see 
how  important  it  is  to  act  on  good 
advice,  not  just  on  sentiment.) 

Two  days  before  his  mother  died, 
CPA  Kessler  emptied  his  mother's 
$39,000  checking  account.  "Even 
though  she  had  few  assets  and  would 
not  have  owed  U.S.  tax,  it  made 
sense,"  he  says.  "I  wrote  a  tax-free 
check  for  $6,500  to  each  grandchild, 
and  we  avoided  4%  New  York  tax  and 
probate  on  that  account." 


Deathbed  planning 

Unseemly  it  may  be  to 
contemplate,  but  refusing 
to  think  about  it  won't 
postpone  the  hour.  When 
you  know  the  end  is  near, 
there  are  last-minute 
things  you  can  do  to  min- 
imize the  taxes  your  heirs 
will  have  to  pay. 

One  technique  that 
does  not  work,  says  attor- 
ney James  Trapp  of 
McDermott,  Will  & 
Emery  in  Chicago,  is  to 
m.ake  gifts  of  more  than 
$10,000  to  one  person, 
except  in  certain  rare  cir- 
cumstances. That's 
because  any  gift  tax  paid 
within  three  years  of 
death  is  added  to  your 
estate  and  is  itself  taxed. 
In  addition,  such  a  gift 
loses  the  step-up  in  cost 
basis  allowed  to  items 
passing  at  death.  So  if  you 
are  seriously  ill,  don't  give 
highly  appreciated  assets 
to  heirs. 

Here  are  some  of  the 
techniques  that  do  work: 


■  The  ill  person  can  make 
tax-free  gifts  of  up  to 
$10,000  per  recipient.  He 
can  do  this  an  hour  before 
death  without  losing  the 
$10,000  exemption. 

■  If  he  or  she  is  married, 
make  sure  the  $600,000 
gift/estate  tax  exemption 
does  not  go  to  waste.  Will 
the  first  $600,000  of 
assets  to  nonspouse  heirs 
or  to  a  "bypass"  trust  for 
the  spouse. 

What  if  most  of  the 
assets  are  in  the  name  of 
the  healthy  partner? 
Unless  you  live  in  a  com- 
munity-property state 
like  Texas  or  California, 
this  is  a  problem.  In 
non-community-property 
states,  it  makes  sense  for 
the  healthy  partner  to 
give  some  assets  to  the 
sickly  spouse.  For  such 
interspouse  transfers  to 
work,  the  recipient  must 
survive  a  year  and  a  day. 
But  there's  no  penalty  if 
the  transfer  doesn't 
work,  so  it  makes  sense 
to  try. 

■  Sell  securities  trading 


at  a  loss.  Losses  realized 
in  the  decedent's  final 
year  will  go  on  his  last 
tax  return.  Unrealized 
capital  losses  expire  at 
death. 

■  Think  about  transfer- 
ring appreciated  assets  to 
the  ill  person's  name  to 
profit  from  the  step-up  in 
cost  basis  at  death. 
Ordinarily,  the  recipient 
must  live  a  year  and  a  day 
for  the  step-up  to  be 
valid.  But  there  may  be  an 
out  from  this  rule  for 
transfers  into  certain 
trusts.  If  there  is  a  lot  of 
money  in  appreciated 
assets,  check  with  a 
lawyer. 

■  Check  beneficiary  and 
distribution  options  if  the 
ill  person  has  tax-sheltered 
retirement  plans  such  as 
an  IRA,  Keogh 

or  401(k). 

With  these  plans,  simple 
moves  can  make  big  dif- 
ferences— determining 
whether  a  plan  terminates 
and  is  fially  taxed  when  its 
owner  dies,  or  survives 
w  ith  tax-free  compound- 


ing for  many  years  beyond 
death.  In  some  cases, 
for  example,  it  is 
important  to  roll  a  401(k) 
into  an  IRA  before  death 
so  that  it  can  last.  For 
more  on  this  complex 
subject,  see  the  articles 
on  our  Web  site, 
www.forbes.com/taxes. 

■  If  there  is  more  than  $1 
million  in  iRAs  and 
Keoghs,  consider  using  a 
withdrawal  to  take  advan- 
tage of  the  moratorium 
on  the  1 5%  penalt)'  tax  for 
"excessive"  retirement 
plans.  The  economics  of 
this  moratorium  are  ana- 
lyzed in  the  moratorium 
article  at  our  Web  site 
mentioned  above. 

■  Arrange  tax-free  gifts  of 
tuition  and  medical  care. 
Such  gifts  are  exempt 
from  the  estate/gift  tax. 
Attorney  Jerome  Deener 
had  a  client  who  prepaid 
two  years  of  tuition  at 
Stanford  shordy  before 
death.  The  check  must  be 
made  out  to  the  school, 
hospital  or  doctor. 

-L.S.  ■ 
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It's  a  formula  for  success  in  any  business. 

When  we  first  announced  the  transcontinental  Falcon  2000,  we 
promised  some  impressive  numbers  for  range  and  performance.  It 
would  climb  initially  to  41,000  feet — and  cruise  3,000  nautical  miles 

at  .80  Mach  (with  eight  passengers  and  NBAA IFR  reserves). 

Then,  when  the  2000  was  certified  and  operational — it  turned  out 
even  better  than  advertised. 

The  widebody  Falcon  2000  delivers  range,  speed,  payload,  initial 
cruise  altitude,  airfield  performance  and  thrust  reverser  installation 
that  are  all  better  than  promised. 

We  believe  that  any  business  jet  must  do  everything  well.  The  new 
Falcon  2000  meets  that  standard — and  goes  beyond  it. 

For  information — and  our  latest  promises — call  John  Rosanvallon 
in  the  U.S.  at  (201)  541-4600  or  call  Jean-Claude  Bouxin  in  Paris  at 

(331)  40-83-93-08. 
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Danger:  If  you  aren't  careful,  you  may  lose  your 
IRA's  powerful  tax  deferral  all  too  soon. 


Tough 
choices 


By  Laura  Saunders 

You  can't  be  too  careful  with  an 
IRA.  Wliat  we  are  about  to  tell  you  is 
brain-twistingly  complex,  but  if  you 
ignore  it  you  may  pay  a  heavy  price. 

The  first  rule  of  an  Individual 
Retirement  Account  is  that  you  want 
the  tax  deferral  to  work  as  long  as 
possible.  Just  think:  Every  year  you 
keep  it  going  you  get  to  use  money 
that  would  otherwise  go  to  the 
Internal  Revenue  Service — a  kind  of 
interest-free  loan  from  the  tax  collec- 
tor. There  are  exceptions  to  this  rule 
for  high-net-worth  savers  threatened 
by  the  15%  penalty  tax  on  large  iRAs, 
but  the  keep-it-going  rule  holds  for 
most  people  most  of  the  time. 

The  second  rule  is  that  you  have 
to  be  knowledgeable  and  deter- 
mined to  get  the  maximum  benefit 
out  of  the  first  rule.  The  IRS  makes  it 
hard,  of  course;  it  wants  to  collect 
tax  on  the  income  bottled  up  in  an 
IRA  sooner  rather  than  later. 
Surprisingly,  some  IRA  sponsors  are 
arrayed  against  you,  too.  They 
should  be  working  for  you  but, 
through  ignorance  or  orneriness, 
they  stand  in  your  way. 

If  you  fit  into  a  category  of  IRA 
savers  that  we  will  define  in  a 
moment,  then  you  should  check  out 
a  nifty  technique  that  can  help  your 
IRA  last  longer.  If  you  do  fit  in,  make 
sure  the  bank,  insurer  or  fiind  com- 
pany holding  your  IRA  will  let  you 
use  this  technique;  switch  sponsors  if 
it  won't.  Citibank  is  among  the  IRA 
sponsors  that  don't  allow  it,  whereas 
Fidelity,  Merrill  Lynch  and 
Vanguard  say  they  do. 

You  belong  in  this  category  if: 


1.  You  are  the  owner  of  a  large  IRA 
and  are  approaching  the  date  (the 
Apr.  1  after  you  turn  70K)  in  which 
you  are  required  by  law  to  begin  tak- 
ing payouts. 

2.  You're  the  same  age  as  or  older 
than  your  spouse  and  likely  to  die 
younger. 

Not  to  sound  sexist,  but  we're 
mostly  talking  about  male  iRA  own- 
ers. It's  a  fact  of  life  that  husbands 
are  usually  older  than  wives  and  have 
weaker  cardiovascular  systems. 

Our  strategy  would  work  for  a  70- 
year-old  female  iRA  owner  married  to 
a  50-year-old  man.  But  for  the  sake 
of  simplicity,  we'll  assume  that  the 
IRA  owner  in  question  is  male. 

3.  You  want  your  wife  to  inherit 
your  IRA  after  your  death. 

4.  You  want  to  minimize  manda- 
tory payouts  (you  can  always  pull 
out  more  if  you  need  it)  and  don't 
want  to  oudive  your  IRA. 

5 .  Apart  from  the  actuarial  facts  of 


life  alluded  to  in  proviso  No.  2 
you  can  only  guess  whether  you  oi 
your  wife  will  die  first.  That  is,  nei 
ther  of  you  has  a  family  history  oi 
medical  condition  that  makes  prede 
ceasing  the  other  extremely  likely. 

6.  Notwithstanding  your  efforts  tc 
understand  the  tax  code,  you  are  noi 
yet  ready  to  be  committed  to  ar 
insane  asylum. 

If  you  fall  into  this  category,  ther 
you  should,  when  setting  up  youi 
IRA  payout  schedule,  seriously  con 
sider  choosing  a  "hybrid"  life. 

That  sounds  like  actuarial  mumbc 
jumbo,  and  it  is.  But  it  could  give 
your  IRA  years  of  additional  life,  anc 
that  could  make  your  family  thou 
sands  of  dollars  better  off 

Here's  why:  Before  that  Apr.  1 
deadline  you,  the  iRA  owner,  must 
make  certain  irrevocable  choices  thai 
determine  the  schedule  of  requirec 
minimum  payouts.  One  is  whethei 
to  take  payouts  based  on  a  "sin 
gle"or  "joint"  life  expectancy.  This  i; 
easy:  Choosing  a  joint  life  based  or 
your  age  and  that  of  heir(s)  wil 
always  lower  required  payouts,  givj 
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A  Special  Report  From 

ARMSTRONG  WORLD  INDUSTRIES,  DYNASOUND,  MILLIKEN, 
STEELCASE,  and  the  AMERICAN  SOCIETY  OF  INTERIOR  DESIGNERS 


Business  executives  concerned  about  worker  productivity 
in  open  plan  offices  should  start  by  listening  —  not  only 
to  their  employees,  but  also  to  their  employees'  work 
environments.  What  they  hear  might  surprise  them. 


Phones  rin^iuil.  a  couvcrsatkm  in  flic  next 
workstation,  the  whirring  of  the  printer,  key- 
bomls  clicking,  file  drawers  sliding  open  and 
shut,  laughter  from  a  nearby  team  meeting,  and  a 
delivery  from  that  mail  cart  with  the  one  squeaky 
wheel.  What  executives  perceive  as  tlie  minor 
distractions  of  a  busy  office  are  major  interrup- 
tions in  workers'  concentration.  Two  indepen- 
dent surveys  found  that  poor  office  acoustics 
often  add  up  to  lost  time  and  lost  money  — 
due  to  lost  concentration.  Even  worse,  this 
drain  is  occurring  without  the  knowledge  of 
most  business  executives. 

Employees  at  many  U.S.  companies  are 
having  a  hard  time  concentrating  on  their  jobs 
due  to  increased  levels  of  noise  in  and  around 
their  work  areas.  In  a  recent  sun'ey  by  the 
American  Society  of  Interior  Designers  (ASID), 
70%  of  respondents  said  that  dieir  productiv- 
ity' would  increase  if  their  offices  were  less 

Armstrong  World  Industries,  Inc.  *  www.armstrong.com 


noisy.  Even  more  startling  is  that  81%  of  busi- 
ness executives  said  they  were  unaware  of 
office  noise  problems. 

"Occupants  of  open-plan  offices  agree 
that  poor  acoustics  is  the  number  one  barrier 
to  the  productive  use  of  their  office  space," 


according  to  leading 
researcher  Michael  D. 
latum  of  the  Lott  Grou 
Dallas,  and  an  affiliate 
BOSTI  Associates. 

"That's  true  in  hun 
dreds  of  focus  groups  at 
countless  locations  —  i 
a  small  sample,"  he  said 
an  article  published  in  I 
December  1996  issue  c 
/«fcn(TO  Magazine. 

What  these  execut! 
are  underestimating  is 
actually  a  growing  prol: 
lem,  due  to  trends  such 
higher  workstation  den 
ties,  speakerphones,  an 
collaborative  areas  for 
teaming.  As  the  use  of 
open  plan  office  enviro; 
ments  has  grown,  work 
concerns  and  complain 
about  the  negative  imp, 
of  noise  on  their  work  ] 
formance  have  also  increased.  In  another 
recent  study  of  five  major  corporations'  ope 
plan  offices,  81%  of  workers  reported  that  ti 
could  get  more  work  accomplished  if  their 
workplace  was  quieter.  Those  results  are  no 
surprising  considering  that  71%  of  the  worl 
said  noise  was  the  number  one  workplace 
problem  affecting  their  ability  to  work  effec 
tively  and  52%  said  noise  levels  were  stress 

After  the  noise  levels  were  reduced  in 
their  workspace  by  design  and  acoustical  cn 
rections,  the  same  workers  reported  that  the 
productivity  increased  measurably  and  thei 
satisfaction  with  their  work  environment 
improved  dramatically 

Executives  at  Office  Depot,  Inc.,  the 
world's  largest  office  suppl\'  retailer  with  ann 


OVERHEARD  CONVERSATIONS  =  LOST  PRODUCTIVITY 


PROBLEM:  More  than  any  other 
office  noise,  overheard  conversations 
cause  the  most  serious  problems  with 
distraction  from  productive  work.  Such 
conversations  distract  those  in  adja- 
cent workstations  and  contribute  to  a 
loss  of  attention  to  tasks  at  hand. 
Research  has  revealed  that  73%  of 
'  workers  identified  background  con- 
versations as  their  main  acoustical 
distraction. 


SOLUTION:  The  good  news  is 
that  the  most  common  acoustical 
problems  in  today's  open  office 
environments  can  be  eliminated  or 
significantly  reduced  by  integrated 
planning,  thereby  promoting  higher 
levels  of  worker  productivity.  In 
industry  research,  employees  report- 
ed a  13%  total  gain  in  productivity. 


Dynasound,  Inc.  ■  www.dynasound. 
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's  of  more  than  $6  billion,  are  very  familiar 
h  this  type  of  worker  satisfaction.  The  com- 
ly  invested  time  researching  open  plan 
se  problems  for  the  redesign  of  its  300- 
ployee  telemarketing  department  and  the 
3-employee  accounting  department, 
i  To  alleviate  noise  levels,  Office  Depot 
jnagers  installed  sound  absorption  ceiling 
s,  increased  furniture  panel  height,  added 
nd  absorbing  covers  to  the  furniture  panels, 
1  installed  indirect  lighting  and  carpet, 
i  nagers  and  their  employees  were  extremely 
fised  with  the  results. 


Through  Integrated  Acoustic  Planning  and 
Noise  Reduction  Strategies,"  these  industr\'  part- 
ners put  forth  their  blueprint  for  an  acoustically 
correct  environment.  Each  of  the  following  solu- 
tions is  intended  to  ensure  that  the  productivity 
of  individual  workers  —  especially  those  who 
are  involved  in  creativity,  knowledge  and  techni- 
cal production  —  is  enhanced  and  maintained  at 
a  very  high  level. 

Crucial  elements  for  keeping  noise  at  a 
minimum  include: 

•  High-performance  ceiling  systems  that  pro- 
mote normal  privacy  by  absorbing  sound 


"Our  company  makes  it  a  practice  to  Ire- 
■ntly  survey  employees  for  their  opinion 
ut  office  environment  issues,"  according  to 
ice  Depot's  director  of  corporate  services. 
!cently,  because  of  the  changes  we  imple- 
ted,  noise  is  no  longer  a  top  concern  of 
loyees.  Before  the  changes,  noise  was 
[ays  in  the  top  four  concerns  of  employ- 
now  it  rarely  makes  it  into  the  top  25." 


LLABORATING  FOR  SOUND  SOLUTIONS: 


By  late  1  'J'JS,  (he  .scope  .md  scverilx'  of 
sc  concerns  about  noise  problems  in  the 
kplace  had  reached  such  proportions  that 
D  and  four  leading  manufacturers  develop- 
and  marketing  products  for  office  environ 
nts  —  Armstrong  World  Industries, 
hasound,  Milliken  and  Steelcase  —  were 
itivatcd  to  create  the  industry's  first-ever 
jtncrship  to  improve  acoustics  and  increase 
.effectiveness  of  open  plan  offices. 
This  partnership  discovered  that  the  most 
i  imon  acousrtcai  design  problems  in  the  open 
ice  can  be  resolved  by  integrated  planning, 
jreby  promoting  more  productive  workspaces, 
i  In  an  ASlD-published  white  paper  rttled 
'  und  Solutions:  Increasing  Office  Productivity 

liken  &  Company  •  www.niillikencarpet.com 


that  strikes  the  ceiling  plane  and  keeping  it 
from  being  reflected  back  into  the  workspace. 
They  reduce  the  level  of  conversational  dis- 
traction while  increasing  the  perceived  effec 
tiveness  of  the  workforce  and  their  overall 
satisfaction  with  the  space. 

•  Properly  designed  and  laid  out  furniture  sys- 
tems that  prevent  noise  from  going  through 
the  furniture,  contain  noise  from  going  over 
or  around  each  panel  and  absorb  noise 
reflecting  over  or  around  the  workstation. 

•  Sound  masking  that  provides  electronically 
generated,  unobtrusive  background  sound 
that  is  precisely  contoured  to  cover  or  "mask" 
conversational  distraction  and  low-level 
uncontrolled  noise.  Since  sound  masking 
takes  place  at  the  listener's  ear,  it  has  an  effect 
on  all  acoustical  paths. 

•  Carpeting  and  cushioning  that  absorb  sound, 
reduce  "footfall  noises"  and  help  block  sound 
transmission  to  rooms  below.  Thv  right  kind  of 
carpet  and  cushioning  is  especially  effective  in 
masking  the  "hollow"  sound  from  foot  traffic 
often  associated  with  the  use  of  raised  flooring. 

In  offices  where  management  has  respond- 
ed to  the  need  for  a  quieter  workplace,  the 
results  have  been  striking.  At  Blue  Cross/Blue 


Shield  Region  Headquarters  in  Atlanta,  sound 
control  techniques  in  their  new.  open  plan 
offices  include  high  performance  ceilings  and 
sound  masking.  According  to  Bob  Bemtsen, 
assistant  vice  president  of  facilities,  the  cost  of 
acoustically  correct  design  has  been  more  than 
offset  by  increased  worker  productivity. 

"The  employees  in  the  open  plan  areas  are 
very  happy  with  the  sound  control,  and  we  do 
not  have  any  complaints  about  excess  noise 
disrupting  their  work,"  he  said.  "Occasionally 
we  have  to  move  employees  from  the  open 
plan  areas  to  other  areas  of  the  building  which 
are  not  acoustically  designed  for  open  plan. 
Tliese  employees  really  notice  the  difference  in 
poorer  acoustics  and  the  increased  distraction 
of  higher  noise  levels." 


INTERIOR  DESIGNERS 
BRING  IT  ALL  TOGETHER 


Interior  designers,  acting  as  project  man 
,igers,  provide  creative  solurions  iuid  work  tlirert- 
ly  with  industry  and  other  service  providers. 
They  are  interior  consultants  who  can  bring  all  of 
the  elements  of  an  acoustically  integrated  work- 
place into  the  office.  ASID  members  are  experts 
with  the  right  level  of  education,  examination 
■ind  experience. 

According  to  Gary  Wheeler,  FASID,  a  princi- 
pal with  Perk-ins  and  WiU,  one  of  the  nation's 
largest  providers  of  design  services,  office  planners 
can  work  with  corporate  personnel  to  design  an 
open  plan  office  that  will  reduce  noise.  Designers 
discuss  the  office  layout  with  both  management 
and  the  employees  who  will  be  utilizing  the  space. 

"Tlie  role  of  the  designer  is  to  consult  with 
the  people  who  use  the  space  to  have  a  clear 
understanding  of  what  they  do,  how  they  do  it, 
and  why  they  do  it,"  he  said.  "Designers  then  work 
with  management  to  ensure  that  these  activities 
arc  taken  into  account  and  come  up  with  a  total 
environment  tiiat  meets  each  of  their  needs." 

To  obtain  free  copies  of  ASlD's  wlrite  paper, 
Armstrong's  report  on  five  corporations'  open 
plan  offices,  a  questionnaire  for  surveying 
employees'  perceptions  of  office  noise  problems, 
or  for  information  on  how  to  locate  an  ASID 
interior  designer,  call  1  -800-6 1 0-ASID. 

ASID 

Aiiieiiran  Soriotv 
of  Interior  Desiffiirrs 
1-800-61  0-ASID 
or  visit  http://www.interiors.org 

on  the  Internet. 

steelcase  Inc.  ■  www.steelcase.com 
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ing  greater  flexibility.  As  we  said,  you 
can  always  take  out  more  than  the 
minimum  if  you  need  the  money. 

A  tougher  choice  is  between  a 
"recalculated"  life  expectancy  and  a 
"fixed  term"  life.  With  recalc,  your 
life  expectancy  is  refigured  annually. 
Most  people  choose  it  because  then 
it's  impossible  to  outlive  your  IRA 
and  it  yields  the  lowest  required 
payouts. 

Example:  IRA  owner  Joe  is  70  and 
his  wife,  Mary,  is  66.  Their  joint  life 
expectancy  using  recalc  is  22.5  years. 
Minimum  initial  withdrawal  from  an 
account  worth  $225,000:  $10,000. 
If  they  are  both  alive  a  year  from 
now,  their  remaining  joint  life 
expectancy  is  21.7  years,  and  they 
use  that  number  to  calculate  how 
much  to  withdraw  then.  Assuming 
the  IRA  has  grown  to  $260,000,  they 
should  take  out  $12,000. 

But  recalc  has  a  trap.  All  is  well  as 
long  as  Joe  dies  first,  because  then 
Mary  can  claim  the  account  as  her 
own,  name  new  heirs  and  leave 
a  "stretch-out"  IRA  that  survives 
for  many  years  after  her  death. 
(For  more  on  these  stretch-out 
IRAS,  see  our  Web  site, 
wv\w.  forbes .  com /taxes . ) 

The  problem  comes  if  Mary  dies 
first.  At  that  point,  all  of  the  remain- 
ing IRA  fijnds  must  be  paid  out  and 
taxed  in  the  year  after  Joe  dies,  says 
Michel  Kaplan  of  Sherrard  &  Roe  in 
Nashville,  Tenn. 

What  about  using  fixed  term?  In 
that  case,  the  ages  70/66  starting 
life  expectancy  of  22.5  years  would 
be  frozen.  The  IRA  would  die 
in  2019. 

Here  the  problem  is  that  it  is  pos- 
sible for  Joe  to  oudive  the  ira,  and 
few  owners  want  to  chance  that.  Its 
advantage,  however,  is  that  the  IRA 
can  survive  for  the  fiill  fixed  term 
even  if  both  owner  and  spouse  are 
dead.  In  some  cases,  this  makes  a  big 
difference. 

What  to  do?  What  most  iRA  own- 
ers— and  many  iRA  sponsors — don't 
know  is  that  you  can  choose  a  third 
method.  It  is  a  hybrid  life  expectan- 
cy, combining  recalc  for  one  spouse 
with  a  fixed  term  for  the  other.  If 
you  don't  know  who  will  die  first, 
this  is  the  way  to  go:  Choose  recalc 
for  the  owner  and  fixed  term  for  the 


spouse. 

Here's  how  this  plays  out  for  Jo^ 
and  Mary:  j 

Because  Joe  wants  Mary  and,  aftej 
her,  their  children,  to  inherit  the  IRA 
he  chooses  a  recalculated  life  foi 
himself  and  a  fixed  term  for  Mary 
This  way,  the  couple  cannot  outlive 
the  IRA  and  can  defer  income  taxes  ai 
long  as  possible. 

If  Joe  dies  first,  Mary  can  clain 
the  IRA  as  her  own,  name  the  chi) 
dren  as  heirs  and  begin  payouf 
based  on  her  joint  life  expectancy 
with  them.  Aiter  her  death  and  tht 
payment  of  any  estate  or  15%  penal- 
ty taxes,  the  children  can  receive  IR.- 
payouts,  perhaps  for  decades. 

And  what  if  Mary  dies  first,  say  a' 
73?  All  is  not  lost,  even  if  Joe  die: 
shortly  afterward,  because  the  jr.- 
can  live  on,  like  a  ghost,  for  the  res' 
of  her  fixed  term — in  this  case,  unti 
she  would  have  been  85  years  old 
(This  is  also  what  would  happen  i 
they  died  simultaneously.)  Althougl 
that's  not  as  good  as  if  the  death 
order  were  reversed,  it's  far  bettei 
than  nothing. 

Fine,  you  say,  how  do  I  get  thi: 
hybrid  life  for  my  IRA? 

First,  find  a  sponsor  who  allows  it 
as  mentioned  above. 

Then  you'll  need  two  more 
things.  One  is  a  statement  mailed  tc 
your  sponsor  before  that  Apr.  1 
deadline,  declaring  that  you  plan  tc 
figure  mandatory  payouts  based  on  i 
hybrid  method.  The  Forbes  Wet 
site  mentioned  above  has  sampk 
wording. 

The  other  is  a  table  showing  jus 
what  fraction  of  your  IRA  to  with 
draw,  year  by  year.  (It  will  be  slight 
ly  higher  than  if  you  use  recalc,  anc 
lower  than  if  you  use  fixed  term.) 

Such  a  table  must  be  customized 
based  on  your  age  and  your  spouse's 
If  you  have  immense  mental  forti 
tude,  go  again  to  forbes.com/taxe; 
for  the  IRS  regulation  detailing  how 
to  make  the  calculations. 

If  your  mind  has  already  turned  tc 
mush,  try  getting  a  local  pensior 
expert  to  compute  the  table  foi 
you — software  is  available  that  doe: 
it  in  a  snap.  A  list  of  experts  who  wil 
do  this  for  a  fee  is  also  posted  at  the 
Web  site. 

Flat  tax,  anyone?  ■ 
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knows  no  borders. 


Janus 
Worldwide 
Fund 

One  Year  20.2496 
Three  Year  19.39'3o 
Five  Year  18.7696 
Life  of  Fund  (5m)  20.0796 

Average  Annual  Total  Returns  for  Periods  Ended  Mar.  31, 1997 

How  do  global  funds  pick  their  stocks?  By  hemi- 
sphere? Continent?  Cuisine? 

Janus  Worldwide  Fund  and  Janus  Overseas  Fund 
don't  invest  by  region,  country  or  sector.  They  invest 
in  companies.  Researched  and  analyzed  one  by  one, 
same  as  the  stocks  in  every  Janus  fund. 

What  pays  off  at  home  pays  off  abroad:  Lipper 
ranks  Janus  Worldwide  Fund  (comprised  of  U.S.  and  foreign  stocks)  *2 
out  of  41  global  funds  for  5-year  performance,  and  Janus  Overseas  Fund 
(mostly  foreign  stocks)  *5  out  of  354  international  funds  for  performance 
over  the  last  year  (both  periods  ended  March  31, 1997). 
As  we  say  here  in  Denver,  bon  appetit. 


Janus 
Overseas 
Fund 

One  Year  27.8196 
Three  Year  N/A 
Five  Year  N/A 
Life  of  Fund  (sm)  19.8796 

Average  Annual  Total  Returns  for  Periods  Ended  Mar  31, 1997 

Call  1-800-859-1422 


 or  send  for  a  prospectus  containing  more  complete  information,  including 

expenses  and  special  risks  associated  with  foreign  investing  such  as  currency  fluctuations  and  political  uncertainty. 
Please  read  all  the  materials  carefully  before  you  invest  or  send  money.  Past  performance  does  not  guarantee  future 
results.  Write  to  Janus,  PC.  Box  173375,  Denver,  CO  80217-3375.  Or  visit  our  Web  site  at  http://www.Janus.com. 


OneSource 


FROM    S  r  H WA  B 


1-800-5'NO-LOAD 


FORB  468 


Charles  Schw^ab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides  recordl<eeping  and 
shareholder  services  for  shares  purchased  through  its  Mutual  Fund  OneSource." 

Lipper  Analytical  Services,  Inc.  rankings  and  fund  performance 
figures  are  based  on  total  return,  including  reinvestment  of 
dividends  and  capital  gams  for  the  stated  period.  Lipper  ranked 
Janus  Worldwide  Fund  *8  out  of  164  global  funds  for  the  one-year 
period  ended  3/31/97.  Your  return  and  principal  value  will  vary,  and 
shares  may  be  worth  more  or  less  at  redemption  than  at  purchase. 
Funds  distributed  by  Janus  Distributors,  Inc.  Member  NASD. 


JANUS 


Get  there. 


INUESTMEt^l  GU9DE 


A  lawyer  screws  up  your  will;  you  aren't  around  to  sue  the  bum, 
Some  tips  to  prevent  this  from  happening. 

Caveat  testator 


By  Janet  Novack 

New  Jersey  dentist  George  R. 
Kinney  thought  his  parents'  wills 
had  been  written  so  that  each 
could  make  use  of  the  now 
$600,000  estate  tax  exemp- 
tion available  for  transfers  to 
heirs  other  than  a  spouse. 
When  Kinney's  father  died  in 
Florida  in  1986,  his  assets  went 
into  what  was  supposed  to  be  a 
bypass  trust.  The  trust's  income 
was  to  go  to  Kinney's  mother 
while  she  was  alive,  and  Kinney 
would  get  the  remainder  upon 
her  death. 

But  the  IRS  cried  "Gotcha!" 
The  tax  collectors  ruled  that 
the  trust  was  misworded, 
giving  too  much  power 
to  Kinney's  mother,  so 
that  the  assets  were 
really  left  to  her.  The 
father's  estate  tax  exemp- 
tion was  wasted.  Damage: 
An  extra  $320,000  in  taxes, 
interest     and     penalties  after 
Kinney's  mother  died. 

Last  year  Kinney  settled  a  lawsuit 
against  the  lawyer  and  accountant 
who  administered  his  father's  estate. 
The  bypass  trust  could  have  been 
salvaged  if  the  legal  eagles  had  sim- 
ply advised  his  mother  to  promptly 
disclaim  a  provision  in  the  will  that 
allowed  her  to  pick  a  new  heir  for  the 
trust  money. 

Be  on  guard.  The  tax  and  inheri- 
tance laws  are  full  of  traps.  The 
lawyer  drawing  up  your  estate  plan 
needs  to  be  up-to-date  and  thor- 
oughly steeped  in  state  probate  and 
trust  law,  tax  law,  and  in  the  rules 
governing  iRAs  and  other  retirement 
accounts  and  charitable  giving. 

If  a  lawyer  does  slip  up,  recovering 
for  malpractice  can  be  tough.  In 
some  states  an  old  doctrine  called 
"privity"  holds  that  a  lawyer  is 
responsible  only  to  his  client,  not  to 


the  client's 
heirs.  Usually,  by 
the  time  estate  mistakes  are  discov- 
ered, the  client  is  in  the  grave. 

In  recent  years  courts  in  about  20 
states,  led  by  California,  have 
allowed  heirs  to  press  some  claims. 
But  New  York,  Ohio  and  Texas, 
among  others,  still  cling  to  the  priv- 
ity doctrine. 

The  best  medicine  is  preventive 
medicine: 

■  Proofread  your  will  anci  insist  that 
two  lawyers — or  at  least  a  lawyer  and 
a  paralegal — do  likewise,  advises 
Bruce  Ross,  a  Los  Angeles  estate 
lawyer  and  estate  malpractice  expert. 
In  this  computer  age,  it's  not  just 
typos  you  need  to  worry  about.  With 
a  click  of  the  mouse,  a  key  clause  can 
be  deleted. 


Chicago  estate 
lawyer  Theresia  Wolf-McKenzie  ha: 
a  client  who  is  trustee  of  her  lati 
stepmother's  $450,000  trust.  The 
trust  makes  $350,000  in  specifu 
bequests,  but  lacks  a  standard  resid 
uary  clause — "and  the  remainder 
give  to. .  .  ."  So  there's  $100,000  lef 
for  relatives  to  haggle  over.  "Emo 
tionally,  it's  taking  a  large  toll,"  sigh; 
Wolf-McKenzie. 

■  'Tf  your  lawyer  doesn't  ask  for 
complete  list  of  your  assets  and  hov 
they're  titled,  go  to  another  lawyer,' 
Ross  urges. 

A  bypass  trust  (of  the  sor 
Kinney's  father  should  have  had)  cat] 
move  up  to  $600,000  tax-free 
children,  but  only  if  the  person  set 
ting  up  the  trust  has  assets  to  put  in 
it.  John  G.  Moore,  a  Chicago  estat 
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1  nings  we  ve  noticea  aoout  tne  American  worKpiace: 

The  price  sure  as 
heck  better  be  right 


jlk  anything.    The  new  Chevy  Malibu. 

'ou  get  a  lot   -BEESDZBSIEIBH  ►        ^"'^^  8<^t  ^  'ot  for 

a  better  price  a  better  price  (Really) 


Up  to  100,000  miles  before  its  first  tune  up:  -  More  room  for  five  than  Camry, 
Stratus  or  Contour.  -  A  bigger  trunk  than  Taurus.  •  Lubed  for  life  chassis. 
-  Look!        It  even  won  the  MotorTrend  1997Car  of  the  Year  Award!  •  The  bottom  line? 
Trust  us,  you'll  love  it.  •  1-800-New  Malibu  •  www.chevrolet.coin/maIibu 


The  All  New  Malibu 

The  Car  You  Knew  America  Could  Build.        Genuine  Chevrolet" 


ilenance  needs  vary  with  use  and  driving  conditions.  See  owner's  manual  tor  mote  information.  Chevy  and  Malibu  ate  trodemarks  of  the  GM  Corp  ©  1 997  CM  Corp.  Buckle  up.  America!  Ill' 
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lawyer,  says  he  often  sees  bypass 
trusts  that  can't  be  funded  at  death 
because  all  of  a  couple's  assets  are 
held  jointly  or  have  a  listed  benefi- 
ciary other  than  the  trust  or  are  in 
the  surviving  spouse's  name. 

■  Make  sure  your  will  or  trust  states 
clearly  what  you  want  it  to  ac- 
complish, advises  Kenneth  Wheeler,  a 
Winter  Park,  Fla.  tax  and  estate 
lawyer  who  served  as  a  consultant  to 
George  Kinney's  malpractice  lawyers. 

Kinney's  father's  will  didn't  state 
that  he  wanted  to  minimize  estate 
taxes.  As  obvious  as  that  goal  may  be 
to  most  Americans,  the  silence  was 
enough  to  get  the  lawyer  who  draft- 
ed the  stupid  will  off  the  hook. 

■  If  you  move  to  another  state,  have 
a  knowledgeable  local  estate  lawyer 
review  your  plan. 

A  Florida  man  died,  leaving  his  life 
insurance  to  his  teenage  daughter, 
who  lives  with  his  ex-wife.  His 
house,  with  about  $50,000  in  equi- 
ty, he  left  to  the  man  he  lived  with. 
Florida  law  requires  a  homestead  to 


go  to  a  living  spouse  or  minor  child. 
Had  the  decedent  known,  he  could 
have  left  cash  to  his  boyfriend  for  a 
down  payment  on  another  house. 

■  Keep  your  estate  lawyer  up-to- 
date  on  developments  in  your  per- 
sonal and  financial  life.  After  Eugene 
Baldwin  died  in  California  in  1992, 
his  son  honored  an  oral  pledge  his 
father  had  made  to  donate  some  real 
estate  to  a  Jewish  charity  in  Long 
Beach.  But  because  the  bequest  was 
not  in  Baldwin's  will,  the  estate 
couldn't  take  a  charitable  deduction. 
The  son  is  appealing  to  Tax  Court, 
arguing  the  estate  should  be  allowed 
to  deduct  the  donation  as  a  binding 
debt  instead,  but  the  oversight 
could  cost  the  family  $161,000  in 
estate  taxes. 

■  Make  sure  your  will  can  accommo- 
date growth  in  your  assets — a  house 
that  has  greatly  appreciated  or  stocks 
benefited  by  the  long  bull  market. 
Calabasas,  Calif,  estate  attorney 
Doron  Tisser  says  that  if  you  expect 
to  leave  an  estate  of  $600,000  or 


more — including  insurance — yoi 
should  be  sure  to  set  up  a  disclaime 
trust.  This  allows  the  survivinj 
spouse  to  cede  assets  to  what  essen 
tially  becomes  a  bypass  trust.  It  doui 
bles  the  amount  that  can  be  passed 
on  to  your  children  without  payinj 
federal  estate  taxes. 

■  If  you're  the  executor  of  a  poorl; 
planned  estate,  hire  an  expert  to  advisi 
you.  There  may  be  room  for  post 
mortem  planning.  Disclaimers  cai 
often  rescue  a  bad  estate  plan 
Deadline:  nine  months  after  the  death 

■  Although  many  general  practici 
lawyers  consider  will-writing  to  be  par 
of  their  bread  and  butter,  there  an 
times  you  need  a  specialist.  Charitabit 
remainder  trusts  are  particularly  trick) 
So  are  large  iRAs,  tangled  up  as  the; 
are  with  a  15%  penalty  tax  and  weirc 
rules  for  how  long  the  accounts  sur 
vive  after  the  owner's  death. 

You  might  even  consider  payinj 
one  lawyer  to  review  another' 
handiwork.  After  all,  you  get  second 
opinions  before  surgery.  ■ 


First  Encounters 
By  Davidoff 


The  Rough  Riders  were  a 
highly  unusual  group  of  men: 
ex-cowboys,  western  bad  men 
and  ivy  league  graduates  Teddy 
was  a  leader  who  hod  ordered 
uniforms  from  Brooks  Brothers 

Late  one  afternoon  after  a 
hard  day  of  riding  in  Santiago, 
Teddy  and  the  boys  stood  on 
a  lush  ridge  and  enjoyed  a  brief 
respite  with  a  few  great  cigars 
After  all,  disappearing  into  a 
cloud  of  smoke  is  what 
becomes  a  legend  most 
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in  the  middle  of 

the  night-but  never 
in  the  dark." 


E*TRADE  understands  that  your  investment  needs  are  not 
confined  to  business  hours.  So  we  let  you  place  trades  24 
hours  a  day- by  phone  or  PC. 

More  importantly,  you'll  get  free  market  information,  like 
live  analysis  from  Bricfmg.com  and  earning  estimates  from 
BASELINE.  You'll  automatically  receive  news  stories 
linked  to  your  portfolio  from  Quote.com.  All  to  help  you 
invest  with  more  control  and  intelligence.  And  all  for  just 
$14.9.S  per  trade. 

Check  out  our  Web  site  or  call  today.  And  find  out  why 
E*TRADE  is  considered  "The  Future  of  Investing" 
{Fortune  3/7/97). 
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f  STATE  PlANNiNG 


When  you  set  up  a  trust,  pay  attention  to  where  your  attorney  wants  to  park  it. 
There's  much  to  be  said  for  Alaska. 

Is  your  trust  well  placed? 


By  Carolyn  T.  Geer 

If  you  have  decided  to  set  up  a 
trust,  chances  are  you  have  given  a 
lot  of  thought  to  what  you  will 
accomplish  with  it.  Provide 
a  good  income  for  your 
spouse,  but  make  sure 
die  principal  does  not 
go  to  the  kids  from 
his  first  marriage. 
Protect  a  ne'er-do- 
well  son  from  credi- 
tors. Avoid  probate. 
Cut  taxes. 

What  you  might 
not  have  thought 
about  is  where  that 
trust  will  be  situated. 
The  choice  of  the 
trust's  home  state, 
known  as  the  "situs" 
of  the  trust,  has  pro- 
found implications  for 
your  heirs.  Consider: 

■  The  trust's  situs  doesn't 
have  to  be  where  you  live  or 
where  any  beneficiary  lives. 

■  In  many  cases,  putting  the  trust 
out  of  state  will  save  your  heirs  state 
income  taxes. 

■  The  best  choice  today  may  not  be 
the  best  choice  tomorrow.  Two 
months  ago  Alaska  put  itself  on  the 
map  with  some  powerfiil  legislation 
to  protect  trust  assets  from  creditors. 

■  The  situs  that  is  best  for  you  may 
not  be  the  one  that  is  best  for  your 
lawyer.  If  he  is  human,  he  is  going  to 
be  influenced  by  the  fact  that  putting 
the  trust  in  an  out-of-the-way  juris- 
diction complicates  his  job  and 
could  cost  his  firm  some  business. 

Elizabeth  Mathieu,  president  of 
Neuberger  &  Berman  Trust  Co.  in 
New  York,  is  emphatic  about  the 
importance  of  this  situs  business: 
"The  choice  of  a  state  in  which  to 
establish  a  trust  is  as  critical  as  the 
decision  to  create  one,"  she  says. 


Money  managers,  tax  advisers  and 
lawyers  have  their  favorite  spots. 
Neuberger  &  Berman's  primary 
business  is  managing  money.  It  got 
into  the  trust  business  in  order  to 
accommodate  clients  with  big  port- 
fohos.  It  has  a  trust  company  in  New- 
York  and  another  in  Delaware  to 
take  advantage  of  Delaware's  favor- 
able trust  and  tax  laws.  What  about 
Alaska?  Not  recommended,  except  if 
Neuberger  &  Berman  can  be  a 
cotrustee.  Neuberger  has  no  office 
in  Alaska. 

Start  with  a  lawyer  rather  than  a 
money  manager  and  you  might  get  a 
very  different  recommendation. 
Most  lawyers  are  partial  to  their  own 
states  because  that's  the  law  they 
know.  Besides,  many  lawyers  get 


referrals  from  local  banks  and 
trust  companies,  and  they're  not 
about  to  derail  this  gravy  train  by 
sending  the  business  out  of 
state. 

States  are  all  over 
the  map  in  trust 
legislation.  Some 
require  trusts  to 
pay  taxes  annual- 
ly on  their 
income;  others 
don't  tax  the 
income  until  it  is 
distributed  to 
the  beneficiaries. 
Most  states  limit 
how  long  a  trust 
can  last;  a  handful 
allow  "dynasty' 
trusts  that  can  last  for 
generations.  Some 
states  have  onerous 
reporting  require- 
ments for  trusts;  oth- 
ers make  it  easier  for 
you  to  keep  your  affairs 
confidential. 
Indeed,  competition  is  heating  up 
among  states  eager  to  attract  trust 
business.  "Until  [the  recent  legisla- 
tion]. South  Dakota  and  Delaware 
were  considered  the  best  places  tc 
set  up  trusts,"  says  Douglas 
Blattmachr,  president  and  chief  exec- 
utive of  Alaska  Trust  Co.  "Now  we 
think  we  have  the  best  statute." 

Alaska  exacts  a  price  for  its  open 
arms.  To  qualif\'  for  the  favorable 
Alaskan  rules,  you  have  to  use  a  resi- 
dent of  Alaska  or  an  Alaska-head 
quartered  bank  or  trust  company'  a' 
trustee  or  coti'ustee,  and  this  trustee 
gets  to  pick  the  trust  tax-return  pre 
parer.  But  presumably  you  wert 
going  to  bear  all  those  costs  no  mat- 
ter where  you  put  the  trust. 

How  is  the  situs  of  a  trust  deter- 
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France  Telecom  just  opened  a  new  door 
in  broadcast  communications. 


We  proudly  announce 
GlobeCast.the  new  world  leader 
in  broadcast  services. 

From  around  the  world  to  your  front  door, 
our  new  GlobeCast" division  transmits  more 
news,  entertainment  and  sporting  events  than 
anyone  else. 

So  when  you  watch  your  favorite  team 
in  the  NBA,  the  l\IHL,  Major  League  Baseball 
or  the  1998  World  Cup,  odds  are  we're  bringing 
it  to  you.  And  when  it  comes  to  major  events 
broadcast  on  ABC,  CBS,  Fox  or  NBC,  we're  there 
to  make  sure  you  see  it. 

GlobeCast's  video  service  is  another  of  the 
world-class  communications  capabilities  of 
FranceTelecom,  a  leader  in  voice,  data,  wireless, 
cable  and  online  services.  We  invite  you  to  visit 
us  at  www.franceteiecom.com. 

Together,  we  can  build  the  world  to  come. 

FranceTelecom 


The  people  portrayed  here  have  been  created  to  serve  as  an  example  of  American  Express  Financial  Advisors'  clients. 


The  company  that  pioneered  financial  planning  has  advisors 
who  can  talk  to  you  about  college  tuition,  too.  To  discover 
how  they  can  help  you  do  more  call  1-800 -GET  ADVICE. 


Harvard. 

Class  of  2011. 
It's  our  little  plan 
to  make  sure 
he  won't  he 
on  our  sofa  at  32. 

Randy  and  Joan 

Hansen  were  a  little 

concerned  about  Alex's  future. 
After  all,  their  incomes  while 
certainly  respectable,  didn't  exactly 
reach  Ivy  League  proportions. 
So  thev  called  Dave,  their  American 
Express  financial  advisor.  He  took 
a  look  at  the  Hansen's  current 
financial  situation  and  came  up 
with  a  number  of  investment 
options  —  many  of  which  they'd 
never  considered  before.  Then 
together,  they  decided  on  a  plan 
that  was  a  nice  balance  of 
aspiration  and  practicality. 
Thus  began  a  financial  journey 
that  will  last  the  next  fifteen  years. 
And  give  Alex  the  education  he 
needs  to  get  him  wherever  he  wants 
to  go.  As  long  as  it's  eventually  out 
on  his  own. 

http://www.americanexpress. 
com/advisors 


Financial 
Advisors 
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mined?  The  answer  varies  from  state 
to  state,  but  is  usually  a  function  of 
one  or  more  of  these  factors:  where 
the  creator  of  the  trust  lives,  where 
the  trustee  is  located,  where  the 
assets  are  administered,  where  the 
beneficiaries  live  and  where  income- 
producing  property  is  situated. 

It  is  possible  for  a  trust  to  have 
more  than  one  home.  If  the 
cotrustee  of  a  New  Jersey  trust 
moves  to  California,  50%  of  the 
income  is  subject  to  California  tax. 
California  even  tries  to  grab  tax  rev- 
enue from  any  trust  in  the  U.S.  if  a 
beneficiary  lives  in  California. 

Here  are  five  things  to  consider 
when  giving  your  trust  a  home: 

Taxes.  Situs  has  no  bearing  on 
federal  income  taxes,  which  are  due 
immediately  whether  income  is  dis- 
tributed or  allowed  to  accumulate.  It 
has  a  large  bearing  on  state  income 
taxes.  For  example,  if  a  Massa- 
chusetts resident  sets  up  an  irrevoca- 
ble trust — one  set  in  stone — during 
his  lifetime,  using  a  Connecticut 
trustee,  there's  no  Massachusetts  tax 
on  the  income  buildup  even  if  a 
Massachusetts  relative  has  the  power 

The  good  spots 


uT  Uniform  Prudent  Investor  Act*  ir  No  personal  income  tax^ 
"i^  Unlimited  trust  duration  it  Protection  from  creditors 

•Alaska 

it  ^^  r::::;^  •  Uniform  Probate  Code 


to  fire  the  trustee.  If  the  same  person 
created  the  trust  under  his  will,  how- 
ever, the  trust  would  owe  income 
taxes  to  Massachusetts. 

Delaware  does  not  currently  tax 
trust  income  if  all  the  beneficiaries 
live  outside  the  state.  New  York 
exempts  trusts  set  up  by  residents  of 
other  states  from  tax,  even  if  the 
beneficiaries  are  local.  Even  a  New 
York  resident  who  is  the  beneficiary 
of  a  New  York  trust  can  minimize 
taxes:  Attorney  Jonathan  Blatt- 
machr,  Douglas'  brother  and  the 
author  of  the  Alaska  statute,  has  a 
client  whose  trust  grew  from  $1  mil- 
lion to  $5  million  in  15  years.  When 
the  time  came  to  sell  the  assets  and 
reinvest  for  income,  Blattmachr 
moved  the  trust  to  tax-free  South 
Dakota,  saving  the  client  $400,000 
in  capital  gains  taxes.  The  creator  of 
the  trust  is  deceased. 

Creditors.  Anyone  can  set  up  a 
trust  for  his  or  her  heirs  that  protects 
the  assets  from  the  heirs'  creditors. 
Such  "spendthrift:"  trusts  usually  give 
the  trustee  the  power  to  withhold 
distributions  to  the  beneficiaries  for 
any  reason.  If  the  trust  is  attacked. 


*0r  similar  statute, 
tFlonda  has  an  intangibles  tax. 

Sources:  National  Conference  of 
Commissioners  on  Uniform  Slate  Laws, 
Fiduciary  Trust  Co.  International; 
Council  of  State  Governments: 
Asset  Protection:  Domestic  and 
International  Law  and  Tactics. 


The  more  stars,  the  more  trust-friendly  the  state.  But  even  some  states 
with  personal  income  tax,  such  as  New  York,  exempt  trusts  in  certain 
circumstances.  And  some  Uniform  Probate  Code  states,  such  as  South 
Dakota,  do  not  require  trusts  to  be  registered. 
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the  trustee  simply  closes  his  check 
book.  Delaware  goes  a  step  fiarthei 
protecting  all  trusts  from  creditors 
claims  as  long  as  they  weren't  set  uj 
for  the  creator's  benefit  or  to  defi-aui 
the  creditors.  (Illinois,  New  York  am 
Washington  also  provide  above  aver! 
age  protection.) 

Now  comes  Alaska,  which  lets  yoii 
create  a  trust  for  your  own  benefij 
that  is  immunized  from  creditors 
claims — again,  provided  you  weren' 
trying  to  defraud  known  creditors. 

Duration.  Most  states  limit  hov 
long  a  trust  can  last  to  about  9(1 
years.  But  Delaware,  Idaho,  Soutl 
Dakota,  Wisconsin  and  now  Alask 
allow  trusts  to  continue  indefinitely! 
with  some  exceptions  for  trust 
holding  real  estate.  These  dynasr 
trusts  are  sometimes  usefial  for  defer 
ring  state  inheritance  taxes  and/o 
minimizing  the  federal  generation 
skipping  tax.  (Don't  worry  about  th 
federal  tax  unless  you  are  going  to  b 
leaving  $1  million  to  grandchildren. 

Privacy.  All  trusts  created  in  will 
become  public  documents  durin 
the  probate  process.  But  18  state 
have  enacted  the  Uniform  Probat 
Code,  which  requires  that  any  trus 
you  create  while  you  are  alive  b 
"registered"  in  state  court.  Th 
requirement  generally  applies  bot 
to  revocable  trusts  (those  that  can  b 
changed)  and  irrevocable  trust 
You'll  typically  have  to  disclos 
names  and  dates,  but  not  doUa 
amounts. 

Convenience.  The  Uniforr 
Prudent  Investor  Act  gives  you 
trustee  a  lot  of  flexibility  to  inve; 
trust  assets  and  pick  a  money  manaa 
er.  Thirty-four  states  have  adoptee 
or  are  about  to  adopt,  the  act,  pari 
of  it  or  similar  statutes.  Where vt 
you  plant  your  trust,  consider  th 
practicality  of  having  propert 
administered  in  some  far-off  plac 
lik-e  Alaska  for  generations  to  com( 
even  if  it  saves  on  taxes.  "People  gt 
their  minds  turned  to  mush  by  th 
tax  savings,"  warns  Edward  Slott, 
CPA  in  Rockville  Centre,  N.Y. 

Always  give  your  heirs  an  out  b 
putting  a  provision  in  the  tru: 
allowing  the  bank  trustee  to  be  firet 
This  may  not  remove  the  trust  to 
better  state,  but  it  will  keep  the  heii 
from  getting  gouged.  ■ 
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Your  House.  Your  Competitor's. 

How  Come? 

You  may  not  care  about  square  footage  or  a  driveway  that  dou- 
bles your  commute.  But  if  you  sense  that  your  company  isn't  as 
profitable  as  it  could  be,  maybe  ifs  time  to  do  something  about 
it.  At  Ernst &Young,  we  can  help  maximize  the  profitability  of  vir- 
tually every  facet  of  your  business.  And  it  sometimes  takes  only 
a  single  idea  to  make  a  multimillion-dollar  difference  in  profits. 

We  hope  you1l  call.  Because  even  if  you're  happy  with  your 
house,  you  may  still  want  to  consider  an  expansion. 

Of  your  bottom  line. 

There  Isn^tA  Business  We  Can^t  Improve  ^ 
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Dick  and  Jane  were  equally  affluent  and  frugal.  Why  did  Jane  end  up  with  23% 
less  at  retirement  time?  (No,  Dick  wasn't  a  better  stock  picker  or  market  timer.) 


Watch  that  overhead 


By  William  Baldwin 

Dick  is  a  young,  well-paid  software 
engineer  with  no  pension  plan  but  a 
generous  401(k).  He  puts  in  the 
max,  $9,500  a  year,  and  the  compa- 
ny match  is  50%.  He  already  has  a 
balance  of  $100,000.  He's  going  to 
retire  in  35  years,  at  70. 

Dick  is  invested  in  a  stock  index 
fund  costing  0.2%  of  assets  per  year. 
The  flind  earns  9%  before  expenses. 

Jane:  same  circumstances,  but 
she's  got  a  dumber  investment  strat- 
egy. She's  got  a  haphazard  assort- 
ment of  actively  managed  fiinds. 
They  average  the  same  9%  gross 
returns,  but  their  expense  ratios  are 
all  1.2%.  (That  is  the  average  for  U.S. 
stock  funds  in  the  Forbes  survey.) 

A  small  difference,  you  say.^  No, 
that  seemingly  small  difference  costs 
Jane  more  than  a  million  bucks.  At 
retirement,  Dick  has  $6.1  million; 
Jane,  only  $4.7  million. 

How  can  it  be  that  a  puny  charge 
for  overhead  turns  into  a  small  for- 
tune? The  magic  of  compounding. 
Inflation  also  figures  into  these  cal- 
culations— an  assumed  3%.  Even  if 
you  back  out  inflation,  the  sums  are 
arresting.  In  today's  dollars,  Dick 
retires  with  $2.2  million  in  his  retire- 
ment plan.  Jane  goes  out  with  $1.7 
million.  That  difference  in  charges 
costs  Jane  very  close  to  $500,000. 

If  we  assume  that  Jane  has  no 
other  retirement  savings  and  that  the 
government  confiscates  her  Social 
Security  on  the  theory  that  she  does 
not  need  it,  dien  her  inattention  to 
the  little  detail  of  expense  ratios  cuts 
her  standard  of  living  bv  23%. 

Some  people  don't  have  to  care 
about  money  management  costs: 
bus  drivers  with  traditional,  defined- 
benefit  plans;  low-paid  workers  with 
meager  savings  and  Uttle  likelihood 
of  losing  their  Social  Security; 
retirees  past  age  80.  But  most  people 
should  care,  a  lot.  Picking  the  low- 
cost  mutual  fiind  can  do  as  much  for 


your  retirement  as  picking 
the  best-performing  fijnd. 

Sally  is  a  42 -year-old  doc- 
tor with  a  $500,000  Keogh 
to  which  she  adds  $25,000 
a  year.  Her  contributions 
keep  up  with  2%  inflation. 
She  retires  at  67.  A  low-cost 
fimd  with  8%  returns  will 
deliver   $5.5    million  in 
2022.  The  medium-cost 
flind  shaves  an  even  $1 
million  off  that  sum. 

This  is  not  to  say  that 
Sally  would  necessarily 
be  making  a  mistake  to 
seek  out  an  actively  man- 
aged fiind  that  promises 
superior  returns.  Maybe 
she  could  hit  on  one  of 
the  precious  few  that  can, 
over  a  2 5 -year  horizon,  deliver 
superior  results.  But  picking  exactly 
the  right  fiind  is  tough  and  often  a 
matter  of  luck.  Picking  the  cheap 
fund  is  much  easier. 

Some  people  think  they  can  afford 
to  be  cavalier  about  expenses  in  a 
bull  market.  Expenses,  they  think, 
matter  most  in  a  weak  market,  when 
they  take  a  larger  fraction  of  your 
returns.  This  is  a  myth. 

Suppose  you  have  a  dollar  now 
that  you  are  going  to  spend  in  30 
years.  Vigorish  of  1%  is  to  be  raked 
off  the  top  in  15  of  those  years. 
Project  any  pattern  of  portfolio 
results  you  want — up,  down,  side- 
ways. It  is  foreordained  that  these 
stiff  fees  will  leave  your  portfolio 
14%  smaller  in  the  end.  The  timing 
of  the  15  expensive  years  doesn't 
matter  a  whit. 

Charles  Munger,  the  vice  chair- 
man of  Berkshire  Hathaway,  illus- 
trates the  point.  Years  ago,  he  says, 
he  and  Warren  Buffett  made  a  mis- 
take on  a  bad  reinsurance  deal. 
Berkshire  Hathaway  lost  $2.5  mil- 
lion. Peanuts.'  Not  when  you  consid- 


er what  the  loss  did  to  the 
Berkshire  portfolio.  Berkshire  hac 
less  money  to  invest,  and  it  was  alsc 
forced  for  a  while  to  make  its  portfo 
lio  more  conservative.  In  thest 
terms,  the  reinsurance  deal  was  a  $1 
billion  mistake. 

We  haven't  even  considered  taxe 
because  we  are  talking  about  401  (k 
investors.  Outside  a  tax-deferrei; 
plan,  taxes  matter  a  lot  and  for  mucl 
the  same  reason  as  expenses.  I 
Berkshire  Hathaway  had  been  ai 
active  trader  it  would  have  had  tc 
pay  large  capital  gains  taxes.  This 
too,  would  have  slowed  the  power  o 
compounding. 

So,  don't — repeat,  don't — maki 
any  investment  decision  without  fac 
toring  in  annual  costs  and  the  prob 
ability  of  paying  taxes. 

If  our  examples  don't  fit  your  sit 
nation,  or  if  you  think  our  assumec 
6%  real  return  on  stocks  is  too  low 
go  to  our  funds  page  on  the  Wei 
(www.forbes.com/fLinds)  and  pluj 
in  your  own  assumptions.  (The  pagi 
also  explains,  in  case  this  is  botherinj 
you,  why  1%  a  year  compounded  fo 
15  years  totals  only  14%.)  ■ 
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An  Emerging  Business  Solutions  Report  by  Hemisphere  inc. 

This  report  discusses  how  new  technology  is  increasing  the  effectiveness  of  call 
centers  and  spurring  unprecedented  growth  In  the  call-center  Industry,  A  companion 
Web  site  with  vastly  expanded  coverage  is  available  at  www.hemnet.com 


The  call  center  has  grown  up.  No 
longer  a  peripheral  cost  center,  the  call 
center  has  become  the  nexus  where 
corporation  meets  customer,  where 
new  relationships  are  formed  and  old 
ones  cemented.  While  it  can  be  hard 
to  measure  call  centers'  actual 
contribution  to  the  economy  —  the 
American  Telemarketing  Association 
pegged  it  at  more  than  $650  billion  in 
1995  —  they  have  become  central  to 
America's  economic  growth. 

Their  new  centrality  is  reflected  in  the 
growth  of  the  call-center  industry. 
Rick  Northrop,  a  managing  director  in 
investment  banking  at  Smith  Barney, 
notes  that  just  18  months  ago  there 
were  three  publicly  traded  teleservices 
companies,  with  a  total  market 
capitalization  of  a  little  under  $200 
million.  Today,  there  are  14  public 
companies,  with  a  total  market 
capitalization  that  Northrop  estimates 
at  just  under  $7  billion.  Northrop 
expects  the  industry  to  maintain  an 
annual  growth  rate  of  around  30%. 
(But  what  about  the  stocks?  Read  the 
full  interview  with  Smith  Barney's 
Rick  Northrop  at  www.hemnetcom.) 

What's  driving  this  impressive  growth? 
Call  centers  place  advanced  technology 
in  the  service  of  corporate  strategies  for 
growth  and  efficiency,  and  they've 
become  the  gateway  through  which 
most  customer/company  interactions 
take  place.  They're  the  tool  for 
developing  and  using  market 
intelligence  that  helps  companies 


"extract  the  most  value  from  the 
markets  they're  in,"  according  to  Rob 
Melich,  director  of  the  NetCare™  unit 
of  Lucent  Technologies'  Professional 
Services  division. 

NEW  CONNECTIONS  - 

USING  TECHNOLOGY  TO  FORGE 

CLOSER  BONDS 

Two  of  the  latest  developments  in 
call-center  technology  take  rather 
different  approaches  to  the  same  goal, 
enhancing  customer  satisfaction.  On 
the  one  hand,  the  latest  Internet 
technology  is  extending  the  call 
center's  reach  into  cyberspace.  On  the 
other  hand,  video  and  multimedia 
capabilities  are  helping  turn  call-center 
contacts  into  social  experiences, 
grounded  in  the  real  world.  Ultimately, 
iboth  serve  the  same  purpose,  which 
Lou  Marianacci,  vdce  president  for 
customer  sales  and  service  solutions 
at  Lucent  Technologies,  defines  as 
^''creating  a  bond  between  the  company 
and  the  caller  that  duplicates  the 
experience  people  had  when  they  went 
into  the  corner  store  and  got  a  warm 
hello  and  a  handshake.  Those  people 
walked  out  satisfied  customers." 

Many  call  centers  today  offer  some 
;kind  of  Web  functionality,  though  ifs 
usually  limited  to  a  form  of  "call  back" 
(feature.  The  Internet  Call  Center 
package  Lucent  Technologies  offers 
provides  much  more.  According  to  Lisa 
Neal-G raves,  Lucent's  division  manager 
for  emerging  technology  call  centers. 
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it  allows  either  voiceover-the-Internet 
or  real-time  chat  capabilities,  using  the 
most  popular  Internet  browsers. 
What's  more,  the  call  is  automatically 
routed  to  the  most  appropriate  agent, 


What  Call  Centers 
Are  Doing 


Customer  Service 


80.6% 


Order  Taking/Sales 


57.7% 


Internal  Functions/Help  Desk  53.0% 


Outbound  Telemarketing 


25.6% 


Collections 


19.1% 


The  figures  add  up  to  more  than  100% 
because  most  call  centers  perform 
multiple  applications. 

FOR  MORE  INFORMATION  FROM  THE 
PELORUS  GROUR  VISIT  OUR  WEB  SITE: 

www.hemnet.com 


based  on  the  content  of  the  VJ^eb  page 
the  caller  is  viewing. 

On  the  call-center  end,  the  agent  can 
see  exactly  what  the  caller  sees  on  the 
screen  and  can  drive  the  caller  to 
different  places  on  a  Web  site.  It's  one 
of  the  first  call-center  solutions  that 
actually  makes  Web  sites  truly 
interactive,  moving  them  that  much 
closer  to  realizing  their  potential  both 
for  sales  and  customer  service.  Lucent's 
own  commitment  to  the  technology 
,is  very  real  —  it  uses  it  to  provide 
|superior  support  and  service  for 
:Lucent  Direct  On-Line,  Lucent's  on-line 
catalog  (www.lucentdirectcom). 

Video  technology  offers  a  different 
approach  to  extending  the  call  center's 
reach.  Since  video  technology  is  less 
■widespread,  callers  will  encounter  it 


OUTSOURCING 


As  technology  grows  and  Industries  bloom,  more  and  more  sma^ 
businesses  are  recognizing  the  value  of  outsourcing.  Put  to  work,  m 
outsourcing  partnership  must  feel  like  an  inside  job.  We  help  yoir 
company  be  more  competitive  by  integrating  unique  customer  care 
solutions  into  sophisticated  database  marketing  and  teleservices 
management.  As  an  outsourcing  partner,  we  help  keep  your  customers 
happy.  And  that  keeps  your  business  more  profitable.  Call  PRC  today.; 
Together  we'll  cultivate  an  outsourcing  partnership  that  will  help  you 
outsmart  your  competition.  I 


first  at  kiosks  equipped  with  video,i 
voice  and  data  links  into  a  call  cent^ 
Lucent,  which  has  pioneered  in 
developing  video  call  centers,  believ 
early  adopters  will  be  high-end 
jretailers  and  the  financial  services  a 
itravel  and  tourism  industries.  Anotl 
use  is  for  premier  help  desks,  where 
video  capabilities  could  support  anc 
in  some  cases  replace  expensive  fielt 
technicians.  Access  via  desktop  PC 
will  follow.  The  most  compelling 
reason  to  leverage  a  call  center  with 
video  capabilities,  according  to 
Lucent's  Neal-Graves,  is  to  "use 
technology  to  recreate  the  social 
experience  of  face-to-face  transaction 
It's  the  next  step  in  the  evolution 
jof  call  centers  as  the  premier  way 
to  combat  the  trend  toward 
depersonalization  thaf  s  the  flip  sid 
of  efficiency. 

To  help  companies  realize  the  fiill 
potential  of  call  centers,  Lucent 
formed  NetCare™,  a  part  of  its 
Professional  Services  division.  "We 
take  a  holistic  view  of  the  relations! 
between  a  company's  strategic 
direction,  its  -vision  and  the  actual  c 
center  operation,"  says  Rob  Melich, 
NetCare's  director.  Melich  offered  t] 
following  example  to  illustrate  wha 
NetCare  does  for  its  clients. 

A  large  financial  services  customer 
had  30  independentiy  operating  cal 
centers,  each  of  which  served 
customers  in  its  geographic  area  ani 
operated  12  hours  a  day.  When  a 
^competitor  provided  24-hour 
operation,  the  challenge  was  to 
expand  hours  but  keep  the  consiste 
highly  personalized  service  the 
company's  clients  prized,  and  to  do 
at  a  reasonable  cost  "We 
applied  what  we  call  a  call- 
center  consolidation  strategy 


Tomorrov^Here  &  Now 


Edward  Blank  Associates  &.  Lexi  International 

have  joined  forces  to  create  IQI,  Inc. 
Now  ready  to  serve  all  your  database  telemarketing  needs. 

IQI,  INC. 

For  more  information,  call! -800-840-4243 
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il  Call  Center  Installed  Base  (Systems) 

e  than  1 1,000  call-center  systems  were  stilpped 
996.  Ttiat  number  could  double  by  2001 . 

IRCE:  The  Pelorus  Group 

it  matched  their  service  goals  with 
;ir  financial  goals,"  says  MeHch. 
tCare  suggested  consolidating  the 
centers  into  ten  megacenters, 
ped  with  the  integration, 
plemented  voice-response  solutions 
1  networked  the  centers  to  achiev'e 
iow-the-sun  efficiency.  Bottom  line: 
jamless  operation  in  which  a 
itomer  calling  from  anywhere  in  the 
intry  receives  the  same  fast, 
'sonalized  senice. 

cent's  "relationship  for  life"  approach 
't  limited  to  its  large  corporate 
;tomers.  Lucent's  Compact  Call 
nter,  for  centers  with  fewer  than  50 
;nts,  offers  many  of  the  advanced 
)abilities  large  centers  enjoy.  In 
7ruary,  it  won  the  coveted  1996 
)duct-ofthe-Year  award  from  Call 
nter  Magazine. 

ultimedia  call  centers  may  require 
|ge  bandwidth  capacity,  and  the 
he  applications  that  are  likely  to  be 
I  first  to  gain  acceptance  can  benefit 
m  the  high-volume,  fiber- 
tic  networks  that  are 
ginning  to  emerge  as 
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PRbFltS  WITH'  NTFC 


Reduce  your  risk  and  improve  profits  by  outsourcing 
those  functions  of  your  integrated  marl<eting  programs 
that  erode  your  bottom  line  and  consume  your  time. 
Whether  it  is  a  long  term  or  short  term  project,  we  are. 
available  to  help  you  deliver  results: 

Experienced  Telemarketing  Professionals 

•  Over  1  5  years  in  the  telemarketing  business 

•  Share  the  same  work  ethic  as  Gateway  2000  and  Citibank  (SD) 

•  Satisfied  clients  include  these  Fortune  500  companies: 

-  HBO  -  Showtime  -  RCA  -  Whirlpool  - 

State-of-the-Art  Inbound/Outbound  Phone  Center 

•  We  have  480  lines  and  the  capat  ity  to  expand 

•  Our  staff  consists  of  over  1  50  experienced  teleservice 
professionals 

•  Our  average  weekly  call  volume  is  25,000 

•  Complete  order  taking  and  fulfillment,  including  credit 
card  processmg,  packing  and  shipping  products 

•  We  have  four  warehouses  across  the  nation 

Unmatched  Service  &  Midwestern  Ethics 

•  Response  time  standards  are  at  5-8  seconds 

•  Abandon  rates  are  under  5% 

•  Our  CSRs  work  in  a  positive  atmosphere  and  are  rewarded  for 
their  performance 

•  On-going  inbound  and  outbound  training  is  given,  along 
with  sales  technic|ue  and  communications  skills 

Diverse  Project  Management 

•  Catalog  sales,  service  and  fulfillment 

•  Selling  or  promoting  specific  products  or  events 

•  Cold  calling,  lead  generation  and  lead  follow-up 

•  Account  management  on  an  on-going  basis 

•  Handling  overflow  and  after-hours  service 


w  e've  been  in  the 
telemarketing  business  for 
over  1 5  years.  Our 
Midwestern  work  ethic  has 
proven  to  be  an  outstanding 
asset  for  companies  like 
Gateway 2000  and  Citibank 
(SD).  And  we  can  put  that 
ethic  to  work  for  you. 

o  ur  list  of  satisfied 
clients  includes  Fortune  500 
companies  like  HBO,  RCA, 
Whirlpool,  SHOWTIME  and 
accomplished  regional  com- 
panies such  as  Entertainment 
Direct  and  Builder's  Express. 
We've  customized  our  ser- 
vices to  fit  their  needs  per- 
fectly, and  we're  ready  to  do 
the  same  for  you! 


National  Telemarketing 
Fulfillment  Center 

A  Division  Of  Warren  Companies 
300  East  50th  Street  North 

Sioux  Foils,  SD  57104 


Call! -800-81 1-8958 

,,.emai  I : .  sheri@pch5at.e0m. 


The  Financial 
Services  : 
Professio  rials... 

Provides  licensed  agents 
for  Life,  Health  and 
Property  &  Casualty. 

Supports  financial  services 
programs  nation  wide  for 
lead  generation,  customer 
acquisition  and  retention.;^  ; 


The  Right  Connection 

EQUALS 

Increased  Profits! 


CoNNE^MgH  Success 

224  South  lOStifAvei^Qiaha,  NE  68154 
1-800-648-43te 


alternatives  to  standard  telephone 
service.  Teleport  Communications 
Group  (TCG),  for  instance,  has 
built  such  a  network,  deployed  in 
ring"  configurations  around  major 
iU.S.  cities. 

i'lTiat  network  and  TCG's  extremely 
fast,  high-capacity  technology'  (knov 
as  asynchronous  transfer  mode,  or 
ATM)  flilfill  the  demand  for  extrerr 
wide  bandwidth  posed  by  these  ne 
multimedia  technologies.  Using  a 
multimedia  call  center  and  TCG's 
network,  a  health-care  company, 
for  instance,  can  combine  voice 
communications  with  a  high- 
defmition  X-ray  or  CAT  scan;  a 
financial-services  company  is  now 
using  the  system  to  combine  voice  ; 
the  data  from  a  mainframe  databas' 

ITie  financial-services  company  four 
that  TCG's  network  improved  the 
performance  of  its  computer  systerr, 
As  a  result,  callers  spent  less  time 
waiting  for  a  response  and  less  time 
hold.  That,  in  turn,  dramatically  cut 
the  company's  costs  for  800  service. 

THE  OUTSOURCING  ADVANTAGE 

Essential  as  call  centers  are  to  the 
strategic  goals  of  virtually  all 
companies,  the  costs  of  establishing 
and  maintaining  one  pose  a  strong 
argument  for  outsourcing  the  funct 
Alan  Fross,  a  principal  of  the  Peloru 
Group,  a  consultancy  that  specialize 
in  call  centers,  estimates  the  cost  of 
establishing  a  call  center  averages 
SI, 5 00  per  station,  and  running  it  fa 
Sexceeds  that  sum. 

Alore  important,  as  call  centers 
become  more  sophisticated,  from 
both  a  technological  and 
fiinctional  perspective,  few 
companies  can  claim  as  a  core 


(artwork  by  idle  customer  on  hold 
with  Brand  X  call  center) 


Lucent  Global  Call  Center  (brought  to  you  by  Lucent  Technologies) 
has  latest  innovations  from  Bell  Labs.  Includes  unique  patented  stuff 
and  distinguishing  openness.  Lets  callers  know  hold  time  or  offers 
return  call  option.  Lets  agent  view  on-screen  customer  profile  (to  avoid 
tedious  and  repetitious  fact  gathering,  not  to  mention  tedious  and 
repetitious  fact  gathering).  Helps  agents  handle  more  calls. 
Keeps  customers  happy  and  frustration  free. 
Saves  countless  paper  clips. 
For  more  information,  contact 

Lucent  Technologies.  Lucent  Technologies 

Ub.  InnovTtion, 

Ml.  Airy  Road 
lucent'"'"'''''' '''^''^20 

/466  exi.  136 


We  make  the  things  that  make  communications  work. 


Lucent  Technologies 
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jcompetency  the  skills  needed  lo  run 
pne  effectively.  That's  one  reason  the 
teleservices  outsourcing  industry  — 
now  30%  of  all  call  centers  —  is 
growing  faster  than  the  overall  call- 
center  market,  according  to  Fross. 
Another  is  the  difficulty  of  staffing 
a  call  center  efficiently  when  call 
volumes  fluctuate  widely.  That's  why 
Chartered  Benefit  Services  chose  to 
outsource  its  outbound  telemarketing 
solicitation  Ibr  its  health-care  discount 
plan.  Call  volumes  fluctuate  from 
1  million  one  month  to  200,000  the 
next,  according  to  the  company's 
executive  vice  president,  Randy  Tylin. 
IntelliSell,  an  agency  that  specializes  in 
customized  inbound  and  outbound 
telemarketing  solutions,  handles  the 
entire  program  for  the  company. 

How  do  you  choose  a  teleservices 
agency?  Tylin  chose  IntelliSell  partly 
because  it  was  recommended  to  him 
and  because,  al  ter  a  carefril  review  of 
major  agencies,  he  was  impressed  with 
IntelliSell's  management,  broad 
experience  in  the  insurance  industry 
and  the  fact  that  IntelliSell  offers 
highly  personalized  and  responsive 
sei-vice.  He  was  also  comfortable  that 
IntelliSell  had  the  capacity  and  the 
technological  sophistication  he  needed. 

Industry-specific  expertise  and  well- 
trained  representatives  are  key  factors 
in  determining  how  well  and  how 
seamlessly  a  teleservices  agency  can 
work  with  a  client.  "We  provide  a 
service  thaf  s  transparent  to  our  clients' 
customers.  They  think  our  folks  are 
their  folks,"  says  Bill  Jackson,  president 
of  TeleService  Resources  (TSR),  a 
subsidiary  of  AMR  Corporation,  the 
parent  of  American  Airlines. 

That  kind  of  service  is  what  led  United 
Healthcare,  which  operates  HMOs  in 


44  markets  across  the  United  States, 
[to  choose  TSR  to  handle  inbound 
response- from  its  numerous 
advertising  campaigns.  According 
to  Sharon  Rask,  the  director  of 
marketing  and  communications  for 
ithe  company's  Medicare  area.  United 
Healthcare's  requirements  posed 
specific  challenges.  The  outsourced 
provider  had  to  be  able  to  capture 
lessential  information  from  callers 
without  actually  answering  in-depth 
questions  about  the  program  —  the 
company  maintains  small  call  centers 
of  its  own  to  handle  those.  And  the 
representatives  had  to  meet  what  the 
company  perceived  as  the  special 
needs  of  senior  citizens,  who  represent 
the  vast  bulk  of  callers.  United 
iHealthCare  chose  TeleSeivice 
Resources  because  it  found  TSR's 
representatives  met  that  delicate 
Irjalance.  Another  plus  was  TSR's 
ability  to  supply  bilingual  agents  and 
to  provide  fulfillment  sen'ices  for 
the  booklets  United  HealthCare  sends 
to  callers. 

jTeleSeivice  Resource's  broad 
jexperience  in  the  travel  and  lodging 
industry  and  its  longevity  in  the 
business  -  it  was  formed  in  1984  — 
were  important  to  Lee  Ann  Gamble, 
resen'ations  manager  of  Small  Luxury 
Hotels  of  the  World,  an  organization 
iof  233  independenth'  owned  luxury 
properties  situated  around  the  globe. 
TSR  manages  all  of  SLH's  reservations, 
using  its  U.S.  locations  to  handle  calls 
jfrom  North  America  and  its  center  in 
Brussels  for  European  calls  (TSR  also 
has  facilities  in  Tokyo  and  Sydney). 
i^rSR  also  processes  all  bookings  that 
come  in  through  SLH's  Web  site. 

Telesen'ices  companies  ma\'  provide 
services  that  go  beyond  traditional 
telemarketing  and  customer  care.  An 


Four  Keys  to  Leveraging 
Your  Most  Valuable  Asset  — 
The  Teleservices  Rep 

by  Larry  Levine 

1 .  Happy  teleservices  representative 
l<now  that  ttiey  are  important,  and  tl 
know  wtiat  and  how  their  function  i 
relates  to  the  company's  bottom  lini 

They  know  this  because  managerner 
repeatedly  emphasizes  that  they  are 
*the  basic  unit  of  contacf  between  ttl 
company  and  their  company's  most 
valuable  assets  —  customers  and  , 
prospects. 

2.  The  best-run  call  centers  have  ' 
empowered  reps.  Reps  ore  successfl 
when  a  customer  call  is  handled  to  { 
customer's  satisfaction.  To  assure  thi 
happens  consistently,  reps  are  given 
the  training  and  all  the  decision-mak 
authority  they  need  to  meet  or  exceeii 
the  customer's  expectations.  I 

3.  The  difference  between  motivatic 
and  training  is  clearly  understood. 

When  reps  don't  know  how  or  what 
do,  it's  time  to  train.  When  they  don' 
know  why  or  just  don't  want  to,  it's  ^ 
to  motivate.  The  best-run  call  centers 
have  well-trained  employees  who  kn 
what  their  job  is  and  why  it  is  impor 
and  who  want  to  do  it  well. 

4.  Well-run  call  centers  have  a  clea 
and  visible  career  path  for  their 
employees.  Those  who  do  a  good  jc 
are  recognized  and  rewarded,  and  W 
best  of  these  are  given  more 
responsibility  through  a  clear  line  of 
career-path  options  —  team  leader, 
supervisor,  manager  and  director, 

Larry  Levine  is  president  of  LML  ConsulfiO' 
Group,  which  specializes  in  helping  call 
centers  operate  efficiently,  effectively  and 
productively.  He  can  be  reached  at 
800-347-3955.  ^ 


1  customer,  please  hold. 
I  customer  nlease  hold. 


WB.  W  W 


se  hold, 
hold. 


AN  YOU  IMAGINE  HOW  YOU'D  BE  TREATED 
IF  YOU  WEREN'T  A  VALUED  CUSTOMER? 


Don't  wait  for  your  local  phone 
company  to  change.  change  your 
''  local  phone  company  to  tcg.® 

If  the  growth  of  your  business  has  been 
put  on  hold  by  an  unresponsive,  bureaucratic  local 
phone  company,  say  hello  to  TCG.  We're  the  other 
local  phone  company,  the  responsive  one — 
the  country's  largest  competitive  local  exchange 
company,  serving  57*  major  markets  nationwide. 
What  makes  TCG  different?  At  TCG,  we  bring  a 


refreshing  customer-first  attitude  to  servicing  your 
business.  As  a  TCG  customer,  your  calls  are 
handled  by  a  live  person  who  knows  how  to  help. 
We  can  also  design  a  telecommunications  solution 
that's  tailored  to  your  business,  whether  you  need 
local  telephone  service  or  advanced  data  service 
applications.  And  you'll  find  TCG  can  do  it  all  at 
extremely  competitive  rates.  To  find  out  how  we 
can  help  your  business,  call  1-800-889-4TCG, 
or  visit  our  web-site  at  www.tcg.com. 
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Cost  Index* 
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agency  like  National  Telemarketing 
Fulfillment  Center  (NTFC),  for 
instance,  offers  complete  fulfillment 
services,  including  warehousing  and 
shipping.  That  means  it  can  take  on 
sales  programs  from  cold  calling  and 
lead  generation  right  through  to 
shipment  of  the  product 

While  NTFC  numbers  large 
companies  such  as  RCA,  Whirlpool 
and  HBO  among  its  clients,  it  offers  a 
perfect  total  sales  solution  for  smaller 
companies  that  have  neither  NTFC's 
telemarketing  expertise  nor  its 
extensive  warehousing  and  shipping 
facilities.  Because  it  can  handle 
complete  sales  and  frilfillment 
programs,  an  agency  like  NTFC  can 
also  serve  as  a  virtual  presence  in  the 
United  States  for  foreign-based 
companies  that  might  not  otherwise 
be  able  to  penetrate  our  market 

TURNING  DATA  INTO 
CUSTOMER  INTELLIGENCE 

Another  compelling  reason  to 
outsource  teleservices  is  to  gain  access 
to  advanced  database  expertise. 
Precision  Response  Corporation,  for 
instance,  a  south  Florida-based 
teleservices  firm,  has  made  an 
investment  in  computer  hardware 
and  software  technology  that  very 
few  companies  not  dedicated  co  those 
businesses  can  afford.  And  PRC's 
investment  in  information 
technologists  —  the  company  employs 
a  small  army  of  320  —  is  focused  on 
using  advanced  database  techniques  in 
the  context  of  call-center  services. 

PRC's  innovations  in  database  mining 
and  marketing  techniques  have  paid 
significant  dividends  in  helping  its 
clients  better  meet  their  curstomers' 
needs.  To  complement  these  services, 


jPRC  developed  a  system,  PRC 
iOn-Line,  to  share  data  with  clients 
on  a  real-time  basis,  which  permits 
Imonitoring  and  fine-tuning  programs 
Ion  the  fly.  (To  see  how  these  programs 
deliver  real  competitive  advantages, 
visit  the  Case  Histories  and  Vendor 
Relations  areas  of  the  Profit 
Connection  section  at 
www.hemnetcom.) 

Some  teleservices  agencies  are  taking 
relationships  with  their  clients  to  a 
new  level  of  partnership  through 
pay-for-performance  arrangements. 
"The  way  to  align  the  client  and  the 
call-  center  agency  economically  is 
through  shared  risk,  pay-for- 
performance,"  says  Robin  Richards, 
chairman  of  IQI,  Inc.,  an  agency 
whose  clients  have  been  quick  to 
embrace  this  new  philosophy.  IQI  is 
the  result  of  the  recent  merger  of  the 
venerable  East  Coast  firm  of  Edward 
Blank  Associates,  a  telemarketing 
pioneer  since  1968,  with  Lexi 
International,  a  lO-year-old  West  Coast 
teleservices  firm  with  a  strong 
technological  and  database  bent 
{"Through  advanced  data  modeling 
'and  data  management  techniques, 
we  help  better  target  prospects,  which 
results  in  a  lower  cost-per-order," 
Richards  explains. 

There's  more  to  these  sophisticated 
call-center  programs  than  simply 
lower  costs,  however.  Advanced 
database  management  and  modeling 
techniques  can  precisely  target 
prospects  to  the  point  where,  far 
jfrom  being  seen  as  a  nuisance, 
[telemarketing  calls  are  actually 
welcome.  "It's  the  job  of  this  industry 
to  better  target  prospects  with  a  high 
interest  level  in  the  product  line  and 
the  offer.  The  good  news  for  the  public 
is  an  end  to  annoying  calls.  The  good 


news  for  our  clients  is  a  much  high, 
success  rate,"  says  IQJ's  Richards. 

Call  centers  have  transformed  sales 
and  customer  service  in  the  United 
States  over  the  past  three  decades. 
With  the  advent  of  pan-European 
toll-free  calling  earlier  this  year  and 
the  burgeoning  of  direct-marketing 
activity  in  Europe,  Asia  and  Latin 
America,  call  centers,  in  concert  wit 
electronic  commerce,  are  about  to 
make  the  idea  of  a  true  global  j 
economy  a  reality.  The  implications 
for  businesses  large  and  small  are 
'enormous.  I 
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INVESTMENT  GUIDE 


You  can't  lose  money  in  stocks  if  you  hang  in  long  enough. 
Could  there  be  a  giant  fallacy  in  this  line  of  reasoning? 

History, 
as  written  by 
the  winners 


By  Philip  E.  Ross 

It  has  come  to  be  taken  as  gospel: 
Stocks  are  a  can't-lose  investment. 
Tliey  have  bad  years,  but  they  win 
out  in  the  end.  If  you  are  young  and 
can  afford  to  sit  through  the 
inevitable  corrections,  you  ought  to 
have  all  your  savings  in  stocks. 


Need  some  money  in  the  interim? 
You  just  borrow  against  stocks.  Hang 
in  for  at  least  30  years  and  you  can't 
lose  money. 

How  do  we  know  this.'  From  the 
statistics.  In  every  30-year  period 
since   1871,  stocks  have  handily 


beaten  every  other  financial  asset 
including  cash.  Since  1926,  stocks 
with  dividends  included,  have  mad» 
money  in  every  20-year  period. 

The  gospel  is  preached  these  day 
by  just  about  every  financial  planner 
financial  columnist  and  stockbroke 


Older  exchanges  tend  to  do  the  best.  That  suggests  that  returns  to  equity  are  biased  by  simple  survivorship. 

This  chart,  covering  the  years  since  the  i920s,  somewhat  overstates  the  performance  of  exchanges  with  trading  breaks. 
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Germany,  1945 

rhe  stock  exchange  took  a  beating,  too. 


^ou  run  into.  The  problem  with  it  is 
:hat  it  may  be  based  on  a  fault)'  inter- 
pretation of  history. 

Listen  to  Paul  Samuelson,  the  dis- 
tinguished Nobel -winning  economist 
^nd  also  an  astute  investor:  "Most 
)eople  have  been  encouraged  to 
become  long-term  stock  investors  by 
I  line  of  reasoning  that  is  incorrect," 
le  says.  "That  doesn't  mean  I  can  tell 
omeone  not  to  be  a  long-term 
nvestor  in  equities,  only  that  the  cur- 
ent  bull  market  is  being  fed  by  a  iTiis- 
inderstanding  of  the  law  of  large 
lumbers." 

The  misunderstanding  he  is  refcr- 
ing  to  has  to  do  with  survivorship 
5ias.  When  the  pundits  say  stocks 
ilways  win,  they  turn  for  proof  not 


just  to  any  nation  with  a  history  of 
stock  returns  but  to  a  particular  one: 
the  U.S.  The  record  is  long  and  won- 
der hilly  positive.  If  you  had  held  U.S. 
stocks  since  1816,  you  would  have 
averaged  a  terrific  6.7%  compound 
return,  above  and  beyond  inflation. 
Considering  that  money  doubles 
every  12  years  at  6%,  you'd  need  a  lot 
of  zeroes  to  show  how  much  you 
would  have  if  you  had  invested  $100 
in  stocks  in  1816.  You'd  need  a 
computer  to  tell  you. 

But  is  this  country  typical.^  In  the 
early  19th  century  the  U.S.  was  just 
beginning  a  two-century-long  expan- 
sion into  a  resource-rich  continent, 
unpunctuated  by  a  revolution  or 
invasion.  Not  coincidentally,  long 


continuous  records  are  lacking  for 
countries  that  have  had  periods  of 
acute  discomfort  for  owners  of  equity 
capital — countries  like  Germany, 
Russia,  Poland  and  Japan.  Probably 
there  weren't  any  stocks  in  Russia  in 
the  very  early  19th  century,  but  if 
there  had  been,  we're  not  at  all  sure 
they  would  have  been  a  great  invest- 
ment. Maybe  stocks  arc  not  the  sure 
winners  they  are  cracked  up  to  be. 

The  New  York  Stock  Exchange  has 
maintained  continuous  trading  since 
its  inception  in  1792.  Tack  on  the 
London  exchange,  and  the  unbroken 
ticker  tape  stretches  all  the  way  back 
to  1773.  More  importantly,  the  two 
big  Anglo-Saxon  exchanges  kept 
going  through  the  1930s  and  1940s, 
when  their  less  fortunate  cousins 
either  suffered  big  breaks  in  trading 
or  simply  winked  out. 


^orbes  ■  June  16,  1997 


The  exchange  in  St.  Petersburg,  two  name  changes  ago 
Investors  lost  thetr  shirts  in  1917. 


Financial  historians  depend  on 
Anglo-Saxon  data  because  they  need 
long  data  series  to  draw  conclusions 
about  long-term  risk.  The  trouble  is 
they  have  picked  two  big  winners. 
Great  Britain  was  the  preeminent 
economic  power  in  the  19th  century 
and  into  the  20th;  the  U.S.  has  been 
for  most  of  the  20th.  How  good, 


though,  is  triumphalist  history,  writ- 
ten from  the  winner's  point  of  view? 

"Economists  commonly  take  his- 
torical data  from  the  winning  coun- 
tries and  extrapolate  that  into  the 
future,"  warns  William  Goetzmann, 
a  professor  of  finance  at  the  Yale 
School  of  Management.  "If  you  take 
data  from  the  losing  countries,  you 


The  first  stock  exchange;  Amsferdam  s,  in  the  1500s 

Buy  and  hold?  Not  since  then.  There  have  been  interruptions  in  the  market. 


get  a  different  picture." 

Since  1993  Goetzmann  anc 
Philippe  Jorion,  of  the  University  oi 
California  at  Irvine,  have  been  doin^ 
just  that,  collecting  data  from  coun 
tries  where  economists  have  lackec 
stock  market  data  because  of  break? 
in  trading. 

What  happens  when  stock  trading 
stops.!'  You  could  suffer  a  temporar) 
inconvenience,  as  Swiss  shareholder; 
did  when  their  exchange  closec 
during  a  general  mobilization  ir 
1940  against  a  feared  German  inva 
sion.  Or  you  could  lose  everything,  a: 
did  those  who  invested  in  the  St 
Petersburg  exchange  before  the  Rus 
sian  Revolution  of  1917.  The  char 
on  page  206  gives  the  benefit  of  the 
doubt  to  markets  like  Tokyo's  where 
there  was  a  prolonged  disruption:  I 
simply  ignores  missing  years.  Bu 
Goetzmann  speculates  that  half  o 
equit}'  value  vanishes  in  such  years. 

So  what  are  some  of  the  really  bac 
things  that  might  happen  to  ou 
stock  market.*  Take  a  look  at  anothc 
seeminglv  secure  country:  Britain  ir 
the  1970s. 

"In  the  early  1970s  the  U.K.  wen 
through  an  incredible  period  of  tur 
moil,"  says  Goetzmann.  "When  w( 
looked  at  the  pages  of  The  Economist 
we  found  articles  questionint 
whether  capitalism  would  survive  ii 
Britain  at  all. 

"In  a  slightly  different  world  thi 
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J5T  HOW  MANY  PEOPLE  WOULD  IT  TAKE 
O  BRING  YOUR  COMPANY  TO  VIRGINIA? 


1,123,200  college  graduates 


Its  not  just  the  numbers.  It's  how 
our  people  are  already  qual  ified 
to  make  an  immediate  contri- 
bution to  your  business.  Like  the 
graduates  of  our  85  colleges 
and  universities.  Like  the  large, 
disciplined  battalion  of  former 
military  personnel.  Like  the 
workers  we'll  train  for  you  to  fill 
important  manufacturing  jobs. 
Like  the  biggest  pool  of  doctoral 
scientists  and  engineers  in  the 
Southeast.  Together,  these  peo- 
ple form  one  of  the  most  highly 
trained,  productive  workforces 
in  the  country- over  3.4  million 
Virginians  strong.  Chances  are, 
you'll  find  exactly  the  right  ones 
to  improve  your  business.  Not 
to  mention  your  golf  swing. 

VIRGINIA 

Contact  Wayne  Sterling,  CED,  Executive  Director, 
Virginia  Economic  Development  Partnership,  P.  0. 
Box  798,  Richmond,  Virginia  23218-0798. 
Jelephone  804-37l-8202.Eax 804-786-1121 
Or  visit  our  v\/eb  site  at  www.YesVirginia.org 
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Stocks  beat  bonds 
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If  you  believe 
the  past  predicts 
the  future, 
then  you  will 
take  Professor 
Siegel's  advice 
and  put  all  your 
long-term  saving] 
in  the  stock 
market. 


U.S.  exchanges  might  have  met  their 
end  in  the  1930s,"  he  goes  on.  "Had 
the  Senate  investigation  into  the 
stock  market  crash  discovered  one 
more  scandal,  it  might  have  tipped 
tlie  balance  in  favor  of  those  who 
wanted  to  end  equities  trading  for 
good.  It  seems  hard  to  imagine,  but 
then,  no  one  who  comes  off  a  long 
period  of  stable  finance  is  likely  to  see 
tliat  kind  of  disaster  looming  until  it's 
too  late. 

"Aft:er  the  Russian  Revolution,  the 
British  press  was  really  skeptical  that 
the  mining  shares  on  the  St.  Peters- 
burg exchange  would  be  really 
worthless,"  says  Goetzmann.  "They 
figured  they  [the  mines]  were  too 
productive  for  the  Bolsheviks  to  be 
so  foolish  as  to  kick  out  manage- 
ment. So  the  Bolsheviks  took  over 
the  mines,  and  then  they  said,  'Okay, 
but  they'll  still  need  foreign  capital.' 
Then  the  foreign  capital  was  expro- 
priated. There  was  denial  all  down 
the  way,  until  the  shares  were  really 
worthless." 

Goetzmann  doesn't  disagree  that 
most  stock  markets  have  done  well 
most  of  the  time.  He  simply  finds 
enough  disturbing  exceptions  to  the 
rule  to  give  him  pause.  Looking  only 
at  price  returns,  since  dividend  data  is 
extremely  scanty  in  most  of  the 
world,  lie  and  Jorion  plotted  average 
annual  inflation-adjusted  returns  for 
39  countries.  A  sampling  is  shown  in 
the  chart  on  page  206. 


For  a  number  of  countries,  includ- 
ing Belgium,  Spain,  New  Zealand 
and  Italy,  the  number  is  negative.  In 
this  context  the  U.S.  stock  market  is 
a  bit  of  a  freak,  combining  a  long 
uninterrupted  data  series  with  a  very 
positive  return. 

What  would  you  get  with  divi- 
dends added  back  in.'  No  one  knows 
for  a  lot  of  these  countries,  but  ciivi- 
dends  would  probably  be  high 
enough  to  put  just  about  all  of  the  39 
into  the  positive  column  for  real  total 
return.  In  Spain,  though,  the  return 
would  be  pretty  meager — in  the 
vicinity  of  1%  or  2%  over  stretches 
covering  at  least  half  a  century. 

Japan  is  an  interesting  case.  During 
the  period  1921-44,  the  professors 
calculate,  stock  prices  in  Tokyo  did 
not  keep  up  with  inflation.  During 
1949-95  they  raced  ahead.  What 
happened  to  stockholders  between 
1944  and  1949? 

Good  question.  We  know  that 
some  controlling  owners  of  compa- 
nies— for  example,  Kononsuke  Ma- 
tsushita of  Matsushita  Electric  Indus- 
trial Co. — were  able  to  retain  their 
property  after  the  war.  But  just  what 
happened  to  public  holders  of  shares 
traded  on  the  Tokyo  exchange 
remains  a  mystery. 

Those  who  bought  Japanese  equi- 
ties in  late  1989,  when  the  Nikkei 
was  at  39,000,  have  lost  nearly  half 
their  money  after  eight  years.  It's 
impossible  to  lose  money  in  stocks  if 


you  hold  them  for  30  years.'  Maybe 
maybe  not.  Remember  this:  Fron 
1966  to  1982,  the  U.S.  stock  market 
as  measured  by  the  Dow  industriah 
went  nowhere.  It  has  since  more  thai 
made  up  for  that,  but  this  didn't  hel| 
someone  who  bought  in  1966  an» 
died  in  1976. 

It  has  long  been  a  mystery  amon; 
academics  why  stocks  have  done  si 
much  better  than  bonds  throughou 
U.S.  history.  Goetzmann  and  Jorioi 
think  they  have  part  of  the  answei 
It's  a  rational  response  on  investors 
part  to  the  risk  that  something  cata 
strophic  will  happen  someday  to  th 
New  York  Stock  Exchange. 

Not  everyone  agrees  with  therr 
Jeremy  Siegel,  a  professor  at  Wharto 
and  an  authority  on  financial  history 
thinks  that  stocks  have  done  we 
because  savers  have  been  too  foolis 
to  want  them.  Had  people  bee 
rational,  that  is,  they  would  hav 
accepted  smaller  returns  on  stock 
and  insisted  on  better  returns  o 
bonds,  pushing  the  two  asset  classe 
closer  to  equality  (see  chart,  above). 

"People  have  an  irrational  fear  c 
short-term  risk,"  Siegel  says.  If  he' 
right,  and  if  you  have  no  such  fear 
you  can  improve  your  lot  by  dump 
ing  your  Treasurys  and  buying  stock: 
He  denies  that  investor  jitters  reflei. 
a  rational  fear  that  what  happened  r 
foreign  exchanges  might  one  da 
happen  to  ours.  Reason:  Bonds  ar 
equally  voilnerable  to  political  disastc 
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DESIGN  SOLUTIONS 


e rives  ^ 
_  jps,4x4s 
rhimvans 
.  and 
showcoom 


When  you're  rolling  out  a  new  design,  it  helps  to  get  a  jump  on  the  competition.  That's  why  BMW,  Chrysler,  Ford,  Honda  and 
5des-Benz  rely  on  a  total  workstation  solution:  the  IBM  RS/6000!  Working  side  by  side,  we  helped  these  companies  build  tailored 
ons  that  run  the  leading  design  applications.  The  result?  Design  teams  around  the  world  can  share  ideas  and  work  more  closely 
ler  -  helping  to  reduce  the  time  it  takes  to  bring  new  models  to  market  and  new  customers  into  showrooms.  How  can  an  RS/6000 
on  drive  your  business?  Stop  by  www.rs6000.ibm.com/solutions  or  call  1  800  IBM-2468.  ext.  FA058. 


600O  are  regisleted  Irademarks  and  Solutions  lot  a  small  planel  is  a  trademark  ol  IBM  Corp  All  oltier  company 
Kl  names  arc  Irademarks  or  registered  trademarks  ol  their  respective  companies  ©1997  IBM  Corp 


Solutions  for  a  small  planet  "     =  ==  =~= 


When  poor  farmers  in  the  Amazon  need  land  to  feed  collaboration  of  environmental  groups  and  cor 

their  families  they  turn  to  a  practice  anthropologists  call  like  Caterpillar— with  a  plan  to  farm  the  rain  f( 

"slash  and  bum."  And,  unfortunately,  that's  just  what  without  destroying  it. 

they're  doing  to  the  last  great  rain  forest  on  earth.  The  crop  is  hardwood  and  a  series  of  pilo 

Enter  the  Tropical  Forest  Foundation— a  unique  in  Brazil  are  already  showing  local  people  1 


timber  in  a  way  that  makes  the  jungle  a  renewable      farm  in  Brazil  that  helps  the  land  and,  even  more  impor- 
tantly, helps  the  people  who  live  on  it. 

I  company  that  operates  around  the  world,  we've 
'  poverty  and  hunger  can  threaten  the  environment, 
t's  why  we're  so  pleased  about  our  little  tree 


CATERPILLAR 


Paul  Samuelson  is  not  a  bear,  but 
he  agrees  with  Professor  Goctzmann 
that  people  who  are  not  100%  in 
stocks  are  not  necessarily  stupid. 

"There  is  a  survival  bias,"  Samuel- 
son  says.  "My  hunch  is  that  if  you 
were  able  to  eradicate  all  of  tliat  bias, 
you  would  remove  part  of  the 


demonstrated  superiority  of  equities 
in  the  last  150  years  over  alternative 
investments,  such  as  bonds,  money 
market  funds  and  bank  accounts. 

"It  is  in  terms  of  that  rational  cal- 
culation that  you  should  determine 
whether  you  are  a  10%  equities 
investor,  or  50%  or  100%,"  says 


Samuelson. 

He  adds,  a  bit  sadly:  "1  have  stu- 
dents of  mine — Ph.D.s — going 
around  the  country  telling  people  it's 
a  sure  thing  to  be  100%  invested  in 
equities,  if  only  you  will  sit  out  the 
temporary  declines.  It  makes  me 
cringe."  H 


I  am  a 


Roger  Ibbit!  son,  Yale 
economist  and  vendor  of 
financial  databases,  has 
almost  all  of  his  liquid 
investments  in  common 
stocks.  He  thinks  stocks 
always  have  been,  and 
always  will  be,  much 
better  than  bonds  in 
long-term  performance. 
He  has  a  lot  of  company 
(see  story). 

Wliat  sets  Ibbotson 
apart  is  the  passion  with 
which  he  preaches  the 
equities  gospel.  His  view: 
You  ain't  seen  nothing 
yet.  By  year-end  2001  the 
Dow  Jones  industrial  aver- 
age will  hit  the  magic 
10,000.  Bv  2015  it  will 
clear  34,000.  In  2020 
look  for  the  average  to  hit 
53,000. 

Let's  see.  1  put 
$100,000  in  stocks  today, 
I'll  have  $757,000  in  23 
years  without  even  count- 
ing dividends. 

Ibbotson  will  turn  77 
that  year.  If  he's  right, 
he's  going  to  be  one  rich 
professor.  He's  already 
doing  quite  well,  as  princi- 
pal owner  of  Chicago- 
based  Ibbotson  Associates, 
which  sells  softw  are  and 
data  that  money  managers 
use  for  statistical  analysis. 

What  makes  him  so 
confident?  Not  fundamen- 
tals. Stocks,  after  all,  aix 
trading  at  historically  steep 
multiples  of  their  earnings, 
dividends  and  book  value. 


Roger  Ibbotson 
The  Dow 
will  go 
to  53,000. 


No,  his  market  calls  are 
predicated  on  just  one 
thing:  past  performance. 
What  was,  will  be. 

Along  the  way,  there  are 
corrections,  of  course,  but 
intrepid  investors  just  ride 
them  out.  With  one 
exception,  market  dips 
have  never  lasted  more 
tlian  two  years.  That 
exception  was  a  doozy, 
a  90%  decline  in  stock 
prices  between  1929  and 
1932.  So  the  professor 
doesn't  say  that  prolonged 
crashes  can't  happen,  only 
that  they  are  unusual.  The 
corrections  of  1987  and 
1990  were  much  shorter 
and  are  mere  blips  in  a 


long-term  chart.  "Over 
the  past  71  years,  stock 
prices  have  moved  up  in 
two  of  every  three  years," 
says  Ibbotson. 

He  goes  on:  "There's 
been  no  20-year  period 
where  you  lost  money  in 
the  stock  market,  and  only 
two  periods  often  years, 
1929-38  and  1930-39, 
when  stocks  lost  ground." 
He  is  putting  stocks  in 
their  best  light:  including 
dividends  but  not  adjust- 
ing for  inflation. 

What  if  you  look  at 
price  changes  only  and 
adjust  for  inflation  (as  in 
the  international  scatter 
chart  on  page  206).^  Then 


you  see  more 
bearish  stretches, 
including,  in  the 
U.S.,  the  decade 
of  1965-74. 

Given  that 
recent  perfor- 
mance has  been 
well  ahead  of  the 
long-run  average, 
don't  stocks  have 
to  take  a  bit  of  a 
breather.'' 

Nonsense,  says 
Ibbotson:  "There's  no  evi- 
dence to  support  the  idea 
that  aft:er  a  period  of  high 
returns  we  get  a  period  of 
low  returns.  We  don't 
have  to  offset  the  high 
returns.  It's  possible  we'll 
mark  time.  It's  possible, 
but  not  likely." 

So  why  isn't  everyone 
100%  invested  in  stocks? 
"There's  a  one-in-three 
chance  that  stocks  will  go 
down  in  any  year.  Most 
people  aren't  willing  to 
take  that  risk.  Risk  causes 
prices  to  be  lower  and 
makes  the  returns  higher," 
he  maintains.  Ibbotson 
makes  it  sound  too  easy. 
-Robert  Lenzner  ■ 
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THE  ORIENTAL 
BANGKOK 


e  Oriental:  48  Oriental  Avenue,  Bangljok  UbOO,  Tliailand  Teleplione:  (66  2)  236  0400/20  Facsimile:  (66  2)  236  1 937-0°"4j^eadi/^ofete</tfteTK)rH 
Bangkok  •  Hawaii  •  Hong  Kong  •  Jakarta  •  London  •  Macau  •  Manila  •  San  Francisco  •  Singapore  •  Suraliaya  •  Kuala  Luni|uir  (1997) 
Reservations:  L'SA/Canada/Mexico  (800)  526  6566,  or  call  your  travel  professional, 
www.  mandarin-oriental. ctmi 
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INVESTMEKT  GUIDE 


International  investing  is  a  lot  easier  than  it  used  to  be. 
Thank  you,  Web. 


Headed  overseas^ 


Go  on-line 


By  John  H.  Christy 

It  used  to  be  that  investors  who 
wanted  to  do  their  own  research  on 
overseas  companies  often  had  to 
speak  a  foreign  language  and  be 
prepared  to  run  up  a  huge  phone 
bill.  Now  the  data  you  want  are 
just  a  click  away — and  free  of 
charge,  if  you  have  unlimited 
Internet  service.  Thousands  of 
foreign     companies,  stock 
exchanges    and  government 
offices  have  Web  pages. 

Say  you  are  captivated  by 
Bayer  AG,  the  German  chemical 
company  whose  shares  trade  in 
Frankfiirt.  If  you  can't  guess  the 
Web  address,  you  can  find  it  in  a 
hurry  using  a  searching  service  like 
Infoseck. 

Bayer's  Web  site  pops  up  in 
German,  but  you  can  easily  switch 
to  English  by  clicking  a  button.  LM 
Ericsson,  tlie  Swedish  telecommuni- 
cations equipment  maker,  can  be 
found  in  Value  Line,  but  if  you  want 
more  detail,  go  to  the  Ericsson  home 
page  for  a  link  to  press  releases 
and  financial  information,  ypf  sa, 
Argentina's  largest  oil  company,  has 
a  site  that  is  mostly  in  Spanish,  but  it 
posts  important  financial  news  in 
English. 

Interested  in  Nokia  Corp.,  the 
Finnish  electronics  and  telecommu- 
nications company?  You  could  start 
with  the  Helsinki  Stock  Exchange's 
page.  It  has  business  descriptions. 
E-mail  and  Web  addresses  and 
English  press  releases  for  22  of  its  72 
listed  companies.  Other  exchanges 
that  have  respectable  sites:  Milan, 
Paris  and  Tokyo. 


Even  developing  markets  are 
wired.  The  home  page  for  Turkey's 
exchange  has  a  surprising  amount  of 
information.  Chile's  site  has  a  sepa- 
rate page  with  information  on  the  23 
stocks  that  are  available  as  adrs. 
These  folks  want  American  capital 
and  are  doing  what  they  can  to 
attract  it. 

The  Korean  Stock  Exchange's 
page  links  you  to  various  govern- 
ment offices,  global  financial  publi- 
cations and  banks. 

At  the  Banco  Central  do  Brasil  site 
you  can  download  spreadsheet  files 
of  economic  statistics. 

Don't  overlook  newspapers.  Your 
local  newsstand  may  not  carry  the 
Singapore  Business  Times,  but  you 
can  visit  its  home  page  for  news  on 
Asian  markets  or  some  of  the  paper's 
reports  on  non-Asian  countries. 
Japanese  news  organizations  such  as 


Nikkei,  Asahi  and  Yomiuri  offer 
English  translations  of  articles  to 
Web  surfers. 

The       Emerging  Markets 
Companion,  a  Web  site  run  by 
A      Paul    Cilia   and  Christopher 
Saxman,  two  ex-Wall  Streeters, 

J'^      is  a  usefial  anthology  of  Third 
World  data. 
The  International  Finance 
Corp.,  a  member  of  the  World 
;V      Bank  Group,  also  has  a  good 
page    for    emerging  market 
investors. 

Another  source:  global  invest- 
ment banks,  such  as  Credit 
Lyonnais,  with  economic  forecasts 
for  foreign  markets;  Morgan  Stanley, 
with  valuable  statistics;  and  Bank  of 
New  York,  which  lists  all  adrs  avail- 
able to  U.S.  retail  investors  and  help- 
ful information  about  investing 
in  them. 

World  Equity  Benchmark  Shares, 
or  Webs,  a  relatively  new  option  for 
global  investors,  are  securities  that 
trade  like  stocks  but  are  designed  to 
track  the  performance  of  Morgan 
Stanley  Capital  International's  coun- 
try indexes.  The  Web  site  promoting 
these  derivatives  wall  tell  you,  for 
example,  that  there  are  17  Webs  that 
you  can  buy  on  the  American  Stock 
Exchange. 

If  the  stuff  you  want  is  in  a  for- 
eign language,  try  EasyTranslator 
($49),  a  basic  interpreter  from 
Transparent  Language  in  Mollis, 
N.H.  Unfortunately,  it  is  pretty 
clunky.  We  went  to  the  Web  site  of 
Credit  Lyonnais,  the  sickly  govern- 
ment-owned  bank.   The  original 
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you  to  a  world  of  system 
solutions  more  advanced  than  you  might  have 
imagined.  Everything  from  digital  systems 
that  connect  document  processing  to  your 
network,  to  America's  number  one  copier 
company  1 5  years  running* 

And  while  others  may  try  to  impress  you  with 
their  name,  we  use  technological  leadership  to 
make  our  point. Take  the  NP  6085,  for  instance. 
A  high-volume  copier  that  introduces  both  central 
reproduction  and  departmental  users  to  a  new 
level  of  productivity  And  the  GP200R  the  most 
advanced  digital  solution  yet  for  copying, 
printing,  faxing  and  scanning  directly  on  your 
network.  Advanced  systems  the  competition 
would  prefer  you  not  know  about 

So  if  you're  looking  for  the  right  solution 
for  your  office,  look  a  little  further  And  a 
little  higher  For  more  information,  call 
l-800-OK-CANON  anytime,  or  visit  us  on  the 
Web  at  http://www.usa.canon.com. 


'Source;  Dataquest 

A  Gartner  Group  Company 


AND 
AT  THE 
EDGE. , 


Canon 


mm 


If  you  are  handy  with  calculus,  you  could  do 
your  own  Black-Scholes  option  valuation. 
If  not,  go  to  one  of  those  Web  sites 
where  the  math  is  free. 

How  to  price 
an  option 


French  reads,  "Le  resultat  brut  d'ex- 
ploitation  s'etablit  a  9.5  milliards  de 
francs  (+42%)."  Fire  up  EasyTranslator 
and  you  get:  "The  crude  result  of 
exploitation  establishes  itself  to  9.5  bil- 
Uons  of  francs  (+42%)." 

Happily,  Credit  Lyonnais  supplied 
its  own  translation:  "Operating 
income  before  provisions  rose  42% 
to  Fr  9.5  bUlion."  H 


The  Web's  long  reach 


Name 

Web  address 

(all  www.) 

Companies 

Bayer  AG 

bayer.com 

LM  Ericsson 

ericsson.com 

YPFSA 

ypf.com 

nerging  markets 

Emerging  Ml^ts  Companion     .  emgmkts.com 

International  Finance  Corp  ifc.com 

Central  banks 

Banco  Central  do  Brasil  bcb.gov.br 

Stock  exchanges 

Helsinki 

hse.fi 

Istanbul 

ise.org 

Milan 

borsaitalia.it 

Paris 

bourse-de-paris.fr 

Santiago 

bolsantiago.cl 

Seoul 

l(se.or.l(r 

Tokyo 

tse.or.jp 

Financial  institutions 

Credit  Lyonnais 

creditlyonnais.com 

Morgan  Stanley 

morgan.com 

International  iwvesttwg  vehides 


Bank  of  New  York 
World  Eq  Benchmark  Sbs 

bankofny.com 
websontheweb.com 

News  ocganizat 

ions 

Asahi 

3sahi.co.jp 

Nikkei 

nikkei.co.jp 

Singapore  Business  Tme$ 

globalreports.com 

Yomiuri 

yomiuri.co.jp 

Emerging  markets? 
Foreign  stock  exchanges? 
international  economic  statistics? 
A  mouseKilick  away. 
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By  Dolly  Setton 

Used  to  be,  when  you  got  creamed 
trading  stock  options,  you  had  two 
excuses  for  your  failure.  One  was  that 
bid/ask  spreads  and  commissions  ate 
you  alive.  They  still  will.  The  other 
excuse  was  that  you  didn't  have 
access  to  the  databases  and  mathe- 
matical valuation  techniques  that  pro- 
fessional traders  had. 

Nowadays  you  have  only  one 
reason  for  losing  money — namely,  the 
trading  costs.  It  is  now  very  easy  to 
equip  yourself  with  the  same,  or 
almost  the  same,  data  and  software 
that  the  pros  use.  Go  on-line.  Most 
of  what  you  need  is  available  free  (see 
table,  p.  220). 

That  doesn't  mean  it's  easy  to 
make  money  in  this  game,  because  it 
is  really  no  place  for  amateurs.  Still,  if 
you  want  to  try  your  hand,  start  with 
the  popular  PC  Quote  service,  which 
is  free  if  you  don't  subscribe  to 
enhanced  services  such  as  the  contin- 
uous updating  of  data.  Say  you  want 
to  bet  on  Microsoft.  PC  Quote  will 
give  you  news  on  Microsoft  from 
Reuters,  Business  Wire  and 
PRNewswire,  plus  fundamentals  like 
price/earnings  ratios,  52-week  highs 
and  lows,  and  earnings  per  share. 
Another  key  ftindamental,  for  anyone 
who  wants  to  buy  or  sell  an  option: 
price  volatility  over  various  historical 
periods,  such  as  30  days  or  one  year. 
You'll  also  find  a  useful  guide  to 
those  cryptic  option  tickers  here. 

PC  Quote  gives  you,  of  course, 
price  quotes  for  the  options  you  are 


interested  in.  The  standard  fare  o 
freebie  Web  sites  is  price  quotes  th; 
are  delayed  by  15  to  20  minutes — a 
eternity  to  option  traders.  Considc 
opening  an  account  with  PC  Finar 
cial  Network  or  Lombard  Brokerag 
for  immediate  free  quotes.  At  P' 
Quote  you  pay  a  fee  of  $2  per  mont 
to  get  unlimited  immediate  pric 
quotes  for  options  (for  stock  quote 
you  pay  $2  to  $4.25  per  exchange) 

If  you  want  Securities  &  Exchang 
Commission  filings,  check  out  th 
free  site  maintained  by  New  Yor 
University's  business  school.  If  yo 
are  into  so-called  technical  analysis- 
finding  patterns  in  price  charts  an 
such — go  to  Gait  Technologies'  sit' 
Networth.  This  site,  recently  pu: 
chased  by  Intuit,  has  portfolio  trad 
ing  and  versatile  graphs  of  recent  an 
long-term  stock  performance. 

But  what's  that  Microsoft  July  12 
call  worth.^  Is  it  fairly  priced  at  6%^  / 
this  point  you  are  getting  into  th 
abstruse  mathematics  first  elucidate 
by  Myron  Scholes  and  the  lal 
Fischer  Black.  The  value  of  an  optioi 
as.predicted  by  the  Black-Scholes  fo 
mula,  is  primarily  a  function  of  foi 
variables:  the  strike  price  (120  in  th 
Microsoft  example),  the  stock 
recent  price  (Microsoft  closed  Ma 
20  at  119!^),  the  trading  days  remaii 
ing  until  expiration  (July  19  in  oi 
example)  and  the  expected  volatilii 
in  the  stock. 

You  can  get  the  formula  out  of 
textbook,  but  it  won't  do  you  muc 
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NORTEL 
INTRODUCES 
POWER 


s  your  business  ronning  at  the 
speed  of  Indy?  It  can  be. 


Y  Y 


:ODU£ING  POWER  NETWORKS.  Today,  at  the  Indianapolis  Motor  Speedway,  there's  something  moving 
more  reliably  and  more  efficiently  than  ever  before:  their  new  digital  communications  and  computer  network.  A 
Network.  Designed  by  Nortel. 

Customized  to  Indy's  specific  needs,  the  Power  Network  integrates  and  enhances  all  of  the  Motor 
Iv^ay's  existing  communications  networks.  So  every  aspect  of  their  business  operations  -  from  their  telephone 
i  to  global  Web  access  on  the  Internet  to  their  call  center  -  works  faster,  more  reliably  and  more  cost-efficiently 
All  of  which  allows  them  to  truly  deliver  for  their  customers.  From  the  drivers  and  teams  to  the  fans,  both  at 
•re  and  around  the  world.  And  a  Power  Network  can  do  the  same  for  you.  Just  give  us  a  call  or  head  for  our  Web 
id  find  out  if  your  business  is  moving  as  fast  as  it  can  be. 


Ni^RTEL 

NORTHERN  TELECOM 


u  have  a  Power  Network?  Visit  our  Web  site  at  www.nortel.com/powernetworksIB  or  call  1-800-4NORTEL,  department 

©I  997  Northern  Telecom,  Power  Networks,  Nortel  and  the  Norlel  globemiirk  are  lrddemarks  of  Northern  Telfecom.  Indy  is  a  registered  tradefnark  of  IMS  Corp.  Used  with  perniission. 
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INVESTMENT  GUIDE 


good.  Instead,  go  to  one  of  the  many 
sites  with  free  option  calculators,  type 
in  the  variables,  and  get  back  a  dollar 
figure  that  represents  one  indication 
of  what  the  option  ought  to  be  trad- 
ing at.  Alternatively,  type 
in   everything   but  the 
volatility,  and  the  calcula- 
tor will  work  backward 
from  the  option's  recent 
price    on    the  options 
exchange  with  produce  an 
"implied  volatility."  Com- 
pare that  with  the  past 
volatility — ^plus  your  hunch 
about  whether  the  stock 
will  be  getting  jumpier  or 
less  jumpy— to  get  a  sense 
of  whether  the  option  is 
cheap  right  now.  If  the 
implied  volatility  is  lower 
than   your   estimate  of 
volatility  going  forward, 
then  the  option  looks  cheap  to  you. 

NumaWeb  features  good  calculators 
and  an  extensive  guide  to  option  strate- 
gies. Robert's  Online  AppUcations! 
(sponsored  by  Intrepid)  offers  these, 
along  with  a  graphically  rich  3-D 
Options  Strategy  Visualizer.  Investors 
who  have  opened  an  E*  Trade  account 
with  a  minimum  $1,000  (no  trading 
required)  get  free  access  to  a  nice 
option  evaluator  tliat  already  knows  all 
the  input  variables  demanded  by  the 
Black-Scholes  formula.  The  Chicago 
Board  Options  Exchange's  site  has  ref- 

Options  for  Net  surfers 


erence  book  titles  and  upcoming  sem- 
inar announcements. 

Options  can  be  useful  in  limited 
circumstances — for  example,  to 
hedge  a  portfolio  that  for  tax  reasons 
you  don't  want  to  sell.  Or,  if  you  are 


absolutely  convinced  a  stock  will  g 
up  (or  down),  you  can  make  a  nicel 
leveraged  bet  on  your  hunch  wit 
options  within  the  next  few  month: 
But  if  you  must  trade  options,  com 
prepared.  ■ 


Sponsor 


Chicago  Board  Options  Exchange 
E*Trade 

Gait  Technologies 
Intrepid  Technology 
Lombard  Brokerage 

IVIontgomery  Investment  Technology 
Numa  Financial  Systems 
NYU's  business  school 
PC  Financial  Network 
PC  Quote  Online 


Web  address  (www.) 


cboe.com 

etrade.com 

galt.com 

intrepid.com/~robertl 
lombard.com 

miti.wallstreetnet.com 
numa.com 

edgar.stern.nyu.edu/edgar.html 

pcfn.com 

pcquote.com 


Highlights 


Options  terminology,  strategy  scenarios 
Value  and  leverage  calculators 
Stock  graphs,  portfolio  tracking 
Calculators,  strategy  guide 
Immediate  quotes,  tickers 

Calculator  with  pricing  model  choices 
Calculators,  strategy  guide 
SEC  filings,  10-K  search  tool 
Tickers,  portfolio  tracking,  news 
Option  prices,  news 


Free 

Free  for  account-holders 
Free 
Free 

Free  for  account-holders 

Free 
Free 
Free 
Free 

Free;  $2/month  for  option  prices 


These  Web  sites  offer  everything  from  option  symbol  guides 
and  value  calculators  to  immediate  quotes 
and  portfolio  tracking.  Most  of  them  are  free. 
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Wealth  is  responsibility. 


Because  it  creates  so  many  choices,  we 
assume  that  wealth  is  easy.  But  wealth  is 
also  a  responsibility  -  not  as  much  an  end 
as  a  process.  The  preservation  of  wealth 
requires  knowledge  and  creative  thinking 
about  the  personal  nature  of  value  and 
about  ideas  and  structures  that  add  value. 
A  kind  of  thinking  we  at  Bankers  Trust  uniquely  apply  to  our 
clients'  wealth  management  issues.  Working  together  with 
prominent  advisors  to  wealthy  families,  we  have  been  able  to 
help  our  clients  deal  with  issues  such  as  succession  planning, 
establishing  a  family  foundation,  strategic  philanthropy  and 
social  investing.  If  you  share  our  belief  about  the  personal 
nature  of  value,  or  if  you  wish  to  know  more  about  our 
research  findings,  we  invite  you  to  call  Bankers  Trust  Private 
Banking  at  212'454'2700. 


WEALTH  WITH  RESPONSIBILITY 

1996  Research  Study 

The  Exploration  of  Key  Issues 
Surrounding  Philanthropy 

Personal  and  Ethicj!  hsues 
Socul  In\L"^tini^ 
Charit.ibic  Gi\ mg 


4  BankersTrust 


k  BankersTrust 

Architects  of  Value 


Bankers  Trust  New  York  Corporation  and  its  affiliated  companies. 


INVESTMENT  GUIDE 


Junk  bonds  aren't  bargains  anymore— but  for 
conservative  investors  they  still  make  sense 
as  an  alternative  to  stocks  in  401(k) 
and  other  tax-deterred  accounts. 

Junk  bonds 


By  Mary  Beth  Grover 

The  time  to  buy  junk  bonds  was 
seven  years  ago.  The  country  was  in 
a  recession,  Michael  Milken  was 
being  hunted  down  by  prosecutors 
and  the  federal  government  had  all 
but  outlawed  ownership  of  junk 
bonds  by  savings  and  loan  associa- 
tions. You  couldn't  give  these  bonds 
away.  The  average  junk  issue  yielded 
about  seven  percentage  points  more 
than  a  ten-year  Treasury. 

For  people  who  bought  at  the 
bottom  (or  close),  it  was  better  than 
robbing  a  bank:  Bank  robbery  is  ille- 
gal, and  buying  securities  when  no 
one  wants  them  is  perfecdy  legal. 

Today  junk  yields  on  average  only 
2.9  points  more  than  the  ten-year 
Treasury.  Too  many  Johnny-come- 
lately  hand  buyers  are  chasing  too 
few  good  issues.  Junk  is  simply  not 
the  buy  it  used  to  be. 

Does  that  mean  you  shouldn't 
own  it.>  Depends.  You  should  stay 
away  from  junk  bonds  if  you  worry 
about  recessions.  The  issuing  com- 
panies are  less-than-sterling  credit 
risks,  and  some  of  them  would  have 
trouble  paying  interest  during  a 
recession. 

Best  Buys 


But  if  your  prime  worry  these  days 
is  interest-rate  fluctuations,  then 
don't  rule  out  a  junk  bond  hind. 

Over  the  past  ten  years  investors  in 
junk  bond  funds  gained,  on  average, 
9.3%  per  year,  one  percentage  point 
ahead  of  investors  in  long  govern- 
ment bond  fiinds.  Yet  if  you  measure 
risk  by  month-to-month  volatility, 
the  junk  is  no  more  risky  than  the 
long  Treasurys,  according  to 
Morningstar,  Inc.  In  short,  junk 
gives  you  that  extra  yield  without 
extra  risk. 

How  can  it  be  that  junk  is  no 
more  volatile  than  long-term 
Treasurys?  Because  so  much  of  the 
fluctuation  in  bond  prices  in  the  past 
decade  was  related  to  interest-rate 
changes  only.  Junk  is  less  sensitive 
than  long  Treasurys  to  rate  fluctua- 
tions for  three  reasons:  It  has,  on 
average,  a  shorter  maturity;  it  is 
often  callable;  and  the  coupons  are 
higher. 

We  won't  bore  you  with  the  arith- 
metic, but  the  result  is  that  junk 
bonds  are  less  likely  than  Treasurys 
to  participate  in  the  rally  if  rates  head 
down — and  also  less  susceptible  to 


damage  if  rates  head  the  other  way. 

Last  year,  for  example,  junk  bon^ 
flinds  delivered  a  total  return  (pric 
plus  dividends)  of  13.7%,  whilJ 
long-term  government  bond  ftind; 
damaged  by  a  rise  in  rates,  lost  0.4°/1 

In  recessionary  1990,  though,  th 
tables  were  turned.  Junk  lost  9.7% 
while  long  Treasury  bond  ftind 
were  up  5.4%.  Think  of  it  this  wa\ 
Treasury  bonds  are  interest-rate  sen 
sitive;  junk  bonds  are  recessioi 
sensitive. 

The  meager  yield  spread  on  jun 
bonds  these  days  doesn't  leave  muc 
of  a  margin  of  safety  to  cover  lossc 
from  defaults.  Still,  Mark  Riepc 
vice  president  of  Chicago-baset 
Ibbotson  Associates,  is  not  worriet 
that  junk  will  suffer  a  crash  of  th 
sort  it  experienced  in  1989-90 
"Besides  the  recession,  we  hao 
Drexel  collapsing,  and  savings  an« 
loans  were  forced  to  sell.  A  lot  of  bac 
things  happened  at  once." 

T.  Rowe  Price's  Peter  Van  Dyk 
says  junk  funds  are  a  good  alternative 
to  expensive  stocks:  "We  think  th 
stock  market  is  ftilly  valued,  but  thin 
high  yield  will  continue  to  grind  ou 
returns  of  9%  to  11%." 

Take  the  lower  figure — 9%.  A 
that  rate  you  double  your  mone^ 
every  eight  years,  quadruple  it  in  \t 
years.  In  a  401(k)  or  IRA,  where  you 
income  is  tax-sheltered,  junk  bond 
can  be  a  potent  multiplier  of  wealth 

If  you  do  buy  a  junk  func 
remember  that  expenses  matter  anc 
expenses  vary  all  over  the  lot.  Fo 
our  table  of  Best  Buys  we  weighto 
the  cost  of  ownership  equally  wit 
risk-adjusted  performance  in  deter 
mining  winners. 


Performance 

Fund 

5-year 

SEC 

Assets' 

Weighted 

Annual 

UP  DOWN 

annualized 

yield' 

($mil) 

avg  maturity 

expenses 

^  , — markets — 

total  return 

(years) 

per $100 

B  B 

Northeast  Investors  Trust 

14.7% 

8.3% 

$1,596 

6.6 

$0.69 

NR  NR 

Spartan  High  Income  Fund 

13.3 

6.9 

1,904 

6.7 

0.80 

F  A+ 

Nicholas  Income  Fund 

9.9 

NA 

199 

6.8 

0.58 

B  C 

Fidelity  Capital  &  Income  Fund 

11.5 

4.9 

2,068 

6.6 

0.98 

D  B 

Vanguard  Fixed  Income-High  Yield  Corp 

10.6 

8.4 

3,705 

8.0 

0.34 

A  C 

Federated  High  Yield  Trust 

10.5 

8.6 

826 

8.1 

0.88 

D  C 

T  Rowe  Price  High  Yield  Fund 

9.6 

8.4 

1,366 

7.7 

0.85 

Thirty-  ilay  figures.  'As  of  Mar  31.  NA;  Not  applicable  or  not  available.  NR:  Not  rated. 
Sources:  Forbes:  Upper  Analytical  Services:  Morningstar,  Inc. 


These  junk  bond 
funds  are  listed 
in  descending  , 
order  of  a  score  | 
that  combines  lowi 
risk,  good  perfoh 
mance  and  reason- 
able expenses. 
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World -Cl  AS  ^^_^EADERS 
1  Deliver 

Vorld-Clas 


")OLUTIONS 


^OVf  WITH  SiEBEL,  Compaq  ENABLES  HIGHLY  OPTIMIZED, 

ENTERPRISE-CLASS  SALES  IIVFORMATION  SOLUTIONS  TO  DRAMATICALLY  INCREASE 

PRODUCTIVITY  AIVD  PROFITABILITY. " 


COMPAa 


Compaq"— the  worldwide  Leader  in  industry-standard  enterprise  computing  platforms.  Siebel  — the 


worldwide  leader  in  global  sales  information  software  solutions.  Together,  Compaq  and  Siebel  size,  test, 
and  optimize  proven  sales  information  solutions  for  their  global  customers.  The  result— dramatic  and  rapid  increases  in 
sales  productivity,  profitability,  and  customer  satisfaction.  Join  the  many  world-class,  industry-leading  organizations, 
such  as  Compaq,  who  have  standardized  on  Siebel  and  provide  your  company  with  a  proven  competitive  advantage. 
To  Learn  more,  call  us  at  1-800-720-3115,  ext.  5322  or  visit  Siebel  at  www.siebel.com. 


Sales  Information  Systems 


fD1997  Siebel  Systems,  Incorporated.  Siebel  is  a  trademark  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdications.  Compaq  is  a  trademark  of  Compaq  Computer  Corporation. 
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If  you  think  U.S.  Treasury  bonds  are  for  wimps,  take  another  look. 

Buy  Treasurys  now 


By  David  P.  Goldman 

If  you  do  not  already  own  U.S. 
Treasury  bonds,  I  urge  you  to  think 
about  owning  them.  They  make  an 
excellent  anchor  for  a  broadly  diver- 
sified portfolio  that  includes  both 
stocks  and  bonds.  If  you  are  in  a 
high  tax  bracket,  tuck  some  into  a 
tax-deferred  IRA  or  401(k)  account. 
That  7%-plus  yield,  tax-deferred,  is  a 
mighty  potent  compound-interest 
machine,  doubling  your  money 
every  ten  years  at  zero  credit  risk. 

To  do  as  well,  the  stock  market 
would  have  to  be  around  12,000  on 
the  Dow  by  2007.  I  suppose 
it  could  happen,  but  it's 
no  sure  thing — as 
Treasury  bond 
interest  is. 

Once  you  are 
won  over  to  the 
concept  of  lending 
to   Uncle   Sam,  I 
have  three  pieces  of 
advice: 

1.  Go  long. 

2.  Stay  away  from 
those  inflation-indexed 
bonds. 

3.  Don't  be  afraid 
to  haggle  with  your 
broker. 

First,  why  long? 
Bonds  go  up  in 
value  if  interest  rates 
fall,  and  down  if 
interest  rates  rise.  I 
think  rates  are  headed 
down.  If  I  am  right,  the 
longest-term  bonds  will  deliver  sub- 
stantial capital  gains  along  with  a 
cool  rate  of  interest.  The  doubhng  I 
mentioned  above  could  happen  in 
five  or  six  years  rather  than  ten. 

Here's  my  reasoning  on  rates. 
Investors  care  about  the  real,  as 
opposed  to  the  nominal,  yield  of 
long-term  bonds.  Subtract  inflation 
from  the  nominal  )deld  and  you  get 
the  real  yield.  That  real  yield  these 
days  is  very  high — in  the  viciiiity  of 


5%.  I  get  this  by  subtracting  a  gross 
domestic  product  deflator  of  2% 
from  the  yield  on  the  long  bond  of 
not  quite  7%.  You  could  argue  that 
inflation  measured  by  the  Consumer 
Price  Index  is  closer  to  2.5%;  my 
answer  is  that  the  CPI  overstates 
inflation.  A  federal  commission 
appointed  to  study  the  CPI  agrees 
with  me. 

A  real  yield  of  5%  on  a  bond  with  no 
credit  risk  doubles  your  money  in  real 
terms  every  14  years.  Say  you  are  40 
and  want  to  retire  at  68.  At  5%,  infla- 


tion-adjusted, 
you  will  by  retirement  quadruple 
the  purchasing  power  of  every  dollar 
you  put  in  long  Treasurys  today. 
Depending  on  what  happens  to 
inflation,  the  actual  real  return  could 
be  higher  or  lower. 

If  the  market  reverts  to  its  histori- 
cal norm  and  if  inflation  stays  low, 
then  Treasury  yields  will  have  to 
come  down.  That  makes  for  price 
appreciation  in  long  Treasurys 
bought  today. 


Inflation  risk  stands  at  the  lowes 
level  in  a  generation.  Sensitive  com 
modity  prices,  above  all  the  price  a 
gold,  tell  us  a  great  deal  about  infla 
tion  risk.  When  investors  don't  trus 
central  banks  to  maintain  the  pur 
chasing  power  of  currency,  they  bu 
inflation  hedges.  Of  all  such  hedges 
gold  is  the  most  liquid. 

With  gold  trading  at  $340  ai 
ounce,  down  from  $400  two  year 
ago,  the  market  is  saying  its  fears  c 
inflation  are  subdued.  It  is  saying  tha 
we  can  trust  the  Federal  Reserve  t< 
keep  prices  stable.  The  bon< 
market  has  not  yet  gotten  th 
message,  but  I  think  it  wil 
in  short  order.  Peopl 
who  worr 
about  infla 
tion  are  stil 
fighting  th 
battles  o 
the  1970 
and  th 
1980s. 

R  i  g  h 
now  is  ai 
especial 
good  time  tt 
buy  Treasurys 
In  the  course  o 
keeping  price 
under  control 
Fed  Chairmai 
Greenspan  and  hii 
successors  will  occai 
sionally  tighten  moni 
etary  policy.  The  result 
ing  run-ups  in  short-tern 
interest  rates  put  upward  pressure  oi 
long-term  rates.  That's  what  we  an 
getting  now.  The  federal  funds  rati 
(the  rate  for  overnight  loans)  ha 
climbed  from  a  low  of  3%  to  a  recen 
5.5%,  helping  push  long- bond  yield 
up  by  a  percentage  point. 

After  the  Fed's  quarter-poin 
increase  in  the  short-term  interes 
rate  during  March,  however,  no  fiar 
ther  surprises  are  likely.  The  marke: 
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Dreyfus  Disciplined  Stock  Fund  ^13  30 

RETAIL  SHARES  average  annual  total 


The  biggest  threat  to  achieving 
long-term  goals  isn't  short-term 
market  fluctuation,  but  rather  a 
lack  of  commitment  to  these 
goals.  That's  why  the  Disciplined 
Stock  Fund  could  be  a  smart 
addition  to  your  diversified  port- 
folio. This  five-star  rated  fund 


Overall  Rating  among  1,919  domestic  equity 
***** 

MORNINGSTAR 
RATING 

funds  based  on  its  5-year  record  as  of  3-3I"97- 


5  Y  E  A  R  L  I  F  E   0  F   F  U  N  D 

+16.23*  +16.42* 

RETURNS  AS  OF  3-3197  (12-31-87) 

seeks  to  outperform  the  S  &  P  500 
Index  by  focusing  mainly  on 
large,  high  quality  companies  with 
projected  above  average  earnings 
growth.  Call  us  to  discuss  how 
maintaining  an  equity  allocation 
in  today's  market  environment 
can  help  you  reach  your  goals. 


1  800  443  9793  ask  for  ext  4351 

VISIT  A  DREYFUS  FINANCIAL  CENTER  •  CALL  YOUR  FINANCIAL  ADVISOR  •  WWW.DREYFUS.COM 

Mreyfus 

To  discuss  this  Dreyfus  equity  fund,  or  others  with  different  investment  objectives  and 
performance  records,  call  for  a  Prospectus  containing  more  complete  information  including 
charges,  expenses  and  share  classes.  Please  read  it  carefully  before  you  invest.  Past  performance 
is  no  guarantee  of  future  results.  Share  price  and  investment  return  fluctuate  so  that  upon 
redemption  a  shareholder  may  receive  more  or  less  than  original  cost.  Financial  Advisors 
may  make  available  the  Fund's  Institutional  Shares  which  are  subject  to  an  additional  fee  and 
generate  lesser  returns.  Morningstar  proprietary  ratings  reflect  historical  risk-adjusted 
performance.  They  are  subject  to  change  every  month.  Ratings  are  calculated  from  the  funds' 
3-,  5-  and  lO-year  (as  applicable)  average  annual  returns  in  excess  of  90-day  Treasury  bill 
returns  with  appropriate  fee  adjustments,  and  a  risk  factor  that  reflects  fund  performance 
below  90-day  T-bill  returns.  The  Fund's  3-  and  5-year  Morningstar  ratings  for  its  Retail 
Shares  as  of  3-31-97  were  five  stars  out  of  1,919  and  1,076  domestic  equity  funds,  respectively. 
The  top  10%  of  the  funds  in  a  ratings  universe  receive  five  stars.  ©1997  Dreyfus 
Service  Corporation.  Broker-Dealer.  Premier  Mutual  Fund  Services,  Inc.,  Distributor. 
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already  has  built-in  expectations  of  a 
fiulhcr  quarter-point  increase.  That 
is  likely  to  be  the  last  tightening  for 
some  time. 

So  bonds  are  a  good  long-term 
bet  and  are  especially  cheap  at  the 
moment.  If  you  want  to  take  advan- 
tage of  falling  interest  rates,  what 
sort  of  bonds  should  you  buy? 

A  story  on  page  222  makes  the 
case  for  and  against  junk.  My  view: 
stick  to  Treasurys.  As  Greenspan 
observed  on  Mar.  19  in  congression- 
al testimony,  the  price  of  credit 
risk — measured  by  the  spread 
between  Treasury  and  corporate 
yields — is  the  lowest  in  history.  If 
credit  spreads  widen,  the  price  of 
corporates  will  fall  relative  to 
Treasurys.  The  incremental  yield  on 
corporates  doesn't  justify  the  addi- 
tional risk.  Another  problem  with 
corporates  is  that  they  are  often 
callable,  meaning  that  if  interest  rates 
fall  sharply  you  don't  win  big 
because  the  bond  gets  called  away. 
With  only  a  few  exceptions, 
Treasurvs  are  noncallable. 


Secondly,  don't  buy  those  CPI- 
indexed  Treasury  bonds.  These  are 
ten-year  bonds  with  coupons  and 
principal  adjusted  to  the  price  level. 
Inflation  worrywarts  have  bid  up  the 
prices  of  these  bonds  to  the  point  at 
which  their  real  yield  is  only  3.6%. 
You  can  do  a  lot  better  taking  a 
chance  on  an  unindexed  bond. 

Go  the  opposite  direction.  Expose 
yourself  to  inflation  risk  and  get  the 
longest-duration  Treasurys  you 
can — namely  30 -year  strips.  Strips 
are  zero  coupon  Treasurys  created 
by  Wall  Street.  Because  all  the  return 
is  paid  at  maturity,  strips  have  enor- 
mous interest  sensitivity.  If  rates  fall, 
they  offer  huge  capital  gains. 
Moreover,  you  are  in  effect  reinvest- 
ing the  interest  at  current  relatively 
high  rates.  If  you  buy  a  straight 
Treasury,  you  risk  having  to  reinvest 
the  interest  at  lower  rates. 

To  be  sure,  strips  will  get  ham- 
mered if  interest  rates  go  up.  That's 
what  investing  is  all  about,  taking 
calculated  risks.  But  if  I  am  right,  the 
long-term  trend  in  rates  is  down. 


On  to  my  last  point:  Watch  yoi 
transaction  costs.  In  my  experience 
both  discount  and  full-service  brc 
kers  will  offer  you  a  good  price  oi 
coupon  Treasurys  if  you  let  yoij 
broker  know  you  are  shoppin 
around. 

Your  net  price  on  a  $100,00 
order  is  going  to  be  about  half 
percentage  point,  or  $500,  abov 
the  midpoint  between  the  institu 
tional  bid  price  and  the  institution 
al  offer.  Before  you  okay  the  orde 
get  your  broker  to  read  you  fror 
his  Bloomberg  or  Telerate  quot 
terminal  what  that  institution, 
bid/ask  is. 

Buying  Treasury  strips  is  anothc 
matter.  Gouging  is  common  here, 
phoned  the  brokerage  division  of  th 
big  New  York  commercial  bank  ths 
has  handled  my  business  for  20  yeai 
and  asked  for  the  retail  bid/aske 
spread  for  $100,000  (face  amount 
in  20-year  Treasury  strips.  After  ha 
an  hour  of  phone  transfers  and  pre 
varication,  one  broker  finaO 
answered,  "7.41  to  6.97."  In  othe 
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Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentury.com 


vvords,  the  bank  would  sell  me  a 
20-year  strip  at  a  yield  of  6.97%,  but 
3uy  at  only  7.41%.  Translated  into 
1  price:  I  buy  from  the  bank  at 
$25,404,  sell  back  to  the  bank  at 
S23,335.  That  is  a  larcenous  8.9% 
>pread. 

A  broker  I  know  who  covers  insti- 
rutional    as    well    as  individual 


accounts  said  he  would  trade  this 
odd  lot  of  strips  at  a  yield  spread  of 
7.28  to  7.10.  Meaning:  Customer 
buys  the  bond  for  $24,774  and 
could  sell  it  back  to  the  broker  at 
$23,928.  That's  a  3.5%  round-trip 
trading  cost.  High,  but  not  nearly  as 
high  as  the  spread  at  the  bank. 
If  you  are  investing  $100,000 


rather  than  $25,000,  you  should 
insist  on  an  even  tighter  spread. 

Shop  around.  If  you  can't  get  a 
good  deal  on  a  strip,  settle  for  the 
coupon  bond.  In  any  case,  put  some 
Treasury  bonds  in  your  IRA  or 
401(k).  Might  make  you  feel  a  bit 
wimpish  today,  but  the  day  will 
come  when  you'U  be  grateful.  H 


It's  the  real  yield  that  counts 


And  it  looks  rather  rich 
these  days:  Long 
Treasurys  are  yielding 
five  percentage  points 
more  than  the  inflation 
rate,  as  measured  by  the 
GDP  deflator. 


'Four-quarter  moving  average  of  yield  to  maturity  on  30-year  Treasury  bond,  less  GDP  deflator. 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 
and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


American 
Century. 
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You  wouldn't  want  10%  of  your  money  in  Kazakhstan  CDs.  But  it  could  be  smart 
to  put  0.1%  there— and  in  each  of  100  other  foreign  or  offbeat  bonds. 


A  cosmopolitan 
bond  portfolio 


By  Thomas  Easton 

What  do  you  have  to  counterbal 
ance  your  portfolio  of 
stocks?  Nothing?  "Nothing" 
would  have  been  smart  since 
1990,  but  it  won't  be  smart 
forever.  With  the  Dow  over 
7000  it  does  make  sense  to 
put  out  an  anchor. 

Treasury  bonds?  Susceptible 
to  some  of  the  same  shocks 
that  affect  stocks.  On  days 
when   it   seems   that  the 
Federal  Reserve  is  going  to 
crack   down    on    the  money 
supply,  stocks  and  bonds  crash 
together. 

Here's  an  option  for  those  willing 
to  think  outside  the  usual  box:  a 
global  portfolio  of  truly  unusual 
credits.  Constructed  properly,  it 
offers  a  possibly  better  return 
than  Treasurys  but  with  much 
less  sensitivity  to  U.S.  interest 
rate  fluctuations.  Bonds  from 
Thailand  and  Kazakhstan  do 
not  march  to  the  rhythm  of 
the  U.S.  stock  or  bond  mar- 
kets.   Indeed,    for  some 
strange  reason  government 
bonds  from  Hungary  have 
marched  in  the  opposite 
direction.  A  widely  diversi- 
fied portfolio  of  weird  bonds 
can  be  less  risky  than  a  pure 
portfolio      of  long-term 
Treasurys. 

Two  eclectic  global  debt  funds 
stand  out.  One  is  managed  by 
Lazard  Freres,  the  other  by  J. P. 
Morgan.  Both  are  immensely  diver- 
sified collections  of  credits  that  indi- 
vidually are  quite  risky  but  taken 
together  probably  aren't.  Morgan's 
fiind  has  the  interest  rate  sensitivity 
of  a  seven-year  Treasury  bond; 


Lazard's,  perhaps  a  three-year 
Treasury — meaning  that  they  are 
much  less  affected  by  changes  in 
interest   rates   than   the  30-year 


Treasurys.  But  they  don't  lag  iii 
performance.  Lazard'? 
four-year-old  $290  mil 
lion      Strategic  Yield 
Portfolio  has  handsomely 
beaten    both  medium- 
term     and  long-term 
Treasurys  since  it  was 
started.  Morgan's  three- 
month-old,  $60  million 
Strategic  Income  Fund 
($210  million  including 
an  offshore  clone)  is  on  the 
same  track. 

In  the  language  of  portfolio 
theory,  these  two  global  bond 
funds  are  weakly  correlated  with 
U.S.   financial  markets.  Thus 
they  are  ideal  hedges  against  a 
decline  in  U.S.  stocks. 

The  Value  Line  analysis  oi 
the  Lazard  hand  makes  the 
point:  The  hand  hasn't  kept 
up  with  the  U.S.  equity 
market,  but  it  can  lower 
your  overall  risk  more 
than  Treasurys  would, 
while  providing  higher 
returns. 

Strange,  isn't  it?  A 
collection  of  Third! 
World  debt,  collateral- 
ized mortgage  obliga- 
tions, asset- backed  securi- 
ties and  so  on,  yet  less 
volatile  than  a  rock-solid 
government  bond.  "At  some 
point  each  one  has  blown  up," 
says  Gerard  Lillis,  41,  co-portfolio 
manager  of  Morgan's  fiind.  Often  by 
the  time  an  individual  can  get 
enough  history  and  information  to 
take  a  plunge  on  exotic  securities, 
the  bottom  is  about  to  fall  out. 
But  bundle  a  bunch  of  these  risky 
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ow  is  always  the  hardest  time  to  invest. 


should  you  do  with  your  money?  Buy?  Sell?  Hold?  Diversify? 

At  U.S.  Trust,  we  believe  the  biggest  risk  you  can  take  is  to  be  paralyzed  by  indecision. 
Because  no  matter  which  way  the  financial  markets  may  be  moving,  there  are  always  attractive 
opportunities.  But  to  profit,  you  must  participate. 

We've  been  identifying  profitable  investments  for  clients  and  their  families  since  1853. 
During  that  time,  we  have  developed  an  investment  philosophy  that  has  enabled  us  to  become  one  of 
America's  premier  asset  management  institutions. 

It's  a  philosophy  that  stresses  investing,  not  trading,  and  follows  a  disciplined,  proven 
approach  to  maximize  after-tax  returns. 

This  investment  approach  has  succeeded  for  generations  of  investors  prepared  to  act. 
jif  you'd  like  more  information,  call  Richard  E.  Foley,  Managing  Director,  at  1-800-U.S.  TRUST  or 
visit  our  web  site  at  www.ustrust.com. 
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bets  and  you  have  a  different  pic- 
ture: In  unity  there  is  strength.  It's 
quite  simple.  Since  the  world  is  such 
a  varied  place,  it  is  almost  inevitable 
that  when  some  of  these  securities 
get  hit,  others  will  do  well. 

The  octane  for  each  of  the  funds 
is  an  evolving  blend  of  these  unusu- 
al securities,  all  priced  in  the  kind  of 
inefficient  market  that  creates 
opportunities.     Stability  comes 

More  gain,  less  pain 


issues  is  what  you  might  pick  up 
on  your  own  at  a  discount  broker. 
The  best — and  often  the  only — 
way  to  buy  them  is  through  one  of 
these  funds. 

J. P.  Morgan's  fund,  which  derives 
from  an  institutional  offering  that 
has  evolved  over  four  decades,  aims 
to  produce  returns  after  expenses  of 
1.4  percentage  points  more  than 
the  return  delivered  by  a  standard 


Over  the  past  three  years  the  eclectic  collection  of  credits 

in  Lazard's  Strategic  Yield  Portfolio  has  outperformed  benchmark 

U.S.  Treasury  bond  funds  while  rattling  about  less  in  the  process. 


because  each  investment  rests  on  a 
fundamentally  different  economic 
foundation.  What's  bad  for  New 
York  City  real  estate  mortgages 
isn't  necessarily  bad  for  Indonesian 
corporate  bonds.  And,  of  course, 
vice  versa. 

So  rather  than,  say,  have  a  junk 
bond  fund  or  a  Third  World  one- 
country  debt  fund  or  an  asset- 
backed  fund,  these  two  have  little 
dollops  of  almost  every  imaginable 
oddball  debt  instrument.  The 
Lazard  fund  holds  more  than  200 
securities,  ranging  from  Kazakhstan 
and  Kenyan  Treasury  bills  to 
Hollywood  Casino  bonds. 

The  equally  varied  Morgan  fund 
holds  close  to  100  securities,  from 
the  mortgage  debt  on  three  large 
New  York  City  co-op  apartment 
buildings  to  securities  of  an 
Indonesian  retailer.  None  of  these 


corporate  bond  index. 

Over  the  four  years  it  has  been  in 
operation,  Lazard's  fund  has  pro- 
duced a  return  of  9.6%  annually, 
more  than  two  points  above  the 
return  of  the  average  bond  fund  and 
with  less  volatility. 

Put  into  a  common  context,  each 
aspires  to  produce  a  return  that 
doubles  what  traditionally  has  been 
earned  on  cash  and  about  what 
investors  would  have  received  on 
U.S.  stocks  in  almost  any  time  peri- 
od except  for  the  supercharged  past 
15  years. 

The  usual  way  to  get  more  return 
from  bonds  is  to  extend  maturities. 
The  underlying  premise  behind  each 
of  these  funds  is  that  extending 
maturities  is  unproductive.  Volatility 
increases  a  lot,  returns  only  a  little. 
"We  don't  think  interest  rate  risk  is 
one  that  people  are  well  paid  to 


take,"  says  Thomas  Dunn,  38,  co- 
manager  of  the  Lazard  fund. 

The  funds'  managers  are  con- 
stantly looking  for  pricing  ineffi- 
ciencies in  the  various  markets 
Three  years  ago,  in  an  investment 
portfolio  with  similar  objectives  t( 
the  new  fund,  Morgan  was  a  big 
investor  in  the  kind  of  jumbo  hom^ 
mortgages  that  weren't  packaged  b)| 
government  agencies.  The  samfl 
fund  also  bought  into  what  waj 
then  a  fringe  market  in  the  debt  oi 
mobile  home  parks.  Yields  on  these 
have  all  declined  as  they  have 
become  increasingly  accepted.  Sc 
Morgan  has  moved  on  to  kinkiei 
securities.  Example:  a  recent  pri 
vately  placed  ten-year,  9.1%  coupor 
bond  sold  by  LG  Electronic/Zenith 
the  Korean  electronics  manufactur- 
er. The  unrated  issue  yields  aboui 
percentage  points  more  than  2 
Treasury  and  about  1%  points  ovei 
what  Morgan  reckons  a  U.S.  corpo- 
rate borrower  of  similar  qualitji 
would  pay. 

Lazard  and  Morgan  are  reducing 
holdings  in  Third  World  govern- 
ment debt.  These  have  done  wel. 
and,  as  a  result,  over  the  past  twc 
years  the  premium  they  yield  ovei 
U.S.  Treasurys  has  shrunk  from  S 
percentage  points  to  2/^  points. 

The  Lazard  fund  now  has  one- 
third  of  its  portfolio  in  money  mar 
ket  securities  of  less-developec 
countries,  some  33  as  of  last  count 
Lazard  is  also  buying  small  pieces  o) 
securitized  catastrophe  reinsurance 
It's  a  business  in  which  Warrer 
Buffett's  Berkshire  Hathaway  is  a 
major  player  and  one  of  the  few 
areas  of  the  insurance  industry  thai 
lack  adequate  capital  and  thus  coulc 
provide  superior  returns. 

Can  the  small  investor  buy  these 
funds.^  Depends  on  what  you  cal: 
small.  Both  sponsors  started  with 
institutional  clients,  but  earliei 
this  year  Lazard  began  offering  s 
retail  class  of  shares  with 
$10,000  minimum  and  annua 
fees  set  at  1.4%  of  assets.  Morgan'; 
fund  charges  0.65%  of  assets  annu 
ally,  but  for  investors  with  undei 
$1  million  it  can  be  purchasec 
only  through  a  financial  planner 
who  may  add  a  second  tier  o 
charges.  I 
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After  leading  the 

'•  ^ .  .  * " 

industry  in  portables 
t    for  years,  we've 
set  our  sights  on 


something  bigger. 


Introducing  the  Toshiba  EquiumJ* 


We  know  you  have  high  expectations.  So  when  you  asked  for  a  new  Ime  of 
business  systems,  we  put  the  same  ingenuity  quality  and  design  you  Ve  come  to  expect 

from  our  portables  into  ournewEquium  line.  With  our  history  of  technical  excellence, 
you  can  be  sure  they  are  powerful  and  reliable  computers.  Offering  you  proven  quality 
PENTIUMtPRO    and  dehvenng  the  right  tools  to  help  you  maintain  a  competitive  edge.     {.  ^  '        •  ^ 

PROCESSOR  \ 

16  Eqiuum  Ime  mcorporates  features  that  increase  productivity  and  manageability  Like 
-;t  Intel  processors,  system  momtoring  software  and  robust  secunty.  And  with 
H  s  sleep  button,  with  Secure  Sleep'  and  Instant  On  features,  you'll  save  time  and  money  There's 
:  '.'om  for  growth,  provided  by  enough  system  memory  and  hard  disk  capacity  to  handle  your  future 
■  I  :ication  needs.  But  there's  more  to  building  a  better  computer  than  just  great  features.  Relationships 
area  key  component  to  our  success.  Working  with  strategic  partners  and  most  importantly, 

MOOSOT. 

keeping  an  open  dialogue  wnth  you  to  create  solutions  together  To  bring  you  the  best  cSS™mE' 
products  possible,  like  our  new  Equium  line  of  computers.  Find  out  more  about  it. 
Call  1-800-457-7777  or  look  us  up  on  the  Web  at  http://equium.toshiba.com. 


In  Touch  with  Tomorrow 

TOSHIBA 


►  PRODUCTIVITY  flDVANTAGES 

Designed  to  enhance  productwitywith  Intel 
Pentium*  Pro  processors,  Windows  NT», 
Secure  Sleep*  and  Instant  On  ieatures. 
Saving  you  time,  energy  and  money. 

^  BUILT-IN  MANAGEABILITY 

DM!  2.0  support  and  Intel  LanDesk'  client 
manager  software  allow  easy  system 
management  to  lower  your  total  cost 
of  owning  a  computer. 

►  PROTECTING  YOUR  INVESTMENT 

A  nch  feature  set  offers  performance  and  value 
today  and  in  the  hrture  with  10/100  Ethernet, 
USB  ports  and  enough  system  memory  and  hard 
disk  capacity  to  handle  hiture  application  needs. 

>■  QUALITY  AND  RELIABIIITT 

You  can  rely  on  Toshiba,  the  world  leader  in 
portable  technology,  to  bnng  you  the  same 
quality  and  mgenuity  in  our  new  Equium  Lne. 
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TIk  intd  Inside  Logo,  toium  and  LA^IDesk  are  regaae^  "Secure  Sleep  is  iwtai^ilaJievvith  dual  processc?s^::pc^ 
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Warren  Buffett's  annua!  meeting  drew  7,000  people. 
My  fund's  nneeting  drew  just  2. 

Contrarian  signal^ 


By  Thomas  Easton 

Warren  Buffett's  Berksliire  Hath- 
away is,  de  facto,  a  closed-end  fund. 
Most  closed- end  fUnds  trade  at  a  dis- 
count or  a  slight  premium  to  their 
liquidating  value.  This  one  trades  at 
something  like  a  100%  premium. 
Berkshire  is  a  cult  as  well  as  a  stock: 
7,000  folks  trekked  to  Omaha  for 
Buffett's  annual  shareholders' 
shindig  last  month. 

A  few  days  before  the  Berkshire 
annual  meeting,  another  closed-end 
fiind,  Morgan  Stanley  Asia- Pacific, 
held  its  annual  meeting  in  a  small, 
bland  conference  room  at  a  midtown 
Manhattan  office  building.  This 
annual  meeting  drew  a  crowd  of  two 
shareholders.  I  was  one  of  them. 

What  was  I  doing  there,  in  the 
22nd-floor  headquarters  of  Morgan 
Stanley  Asset  Management.^  Fiduci- 
ary responsibility.  In  December  I 
purchased  100  shares  of  the  three - 
year-old,  $1  billion  fiind  for  Isaac 
Easton.  He  couldn't  make  the  meet- 
ing himself  Isaac's  just  2. 

Relatively  cheap 


Here  was  my  reasoning:  Unlike 
Berkshire  Hathaway,  which  has  been 
riding  the  bull  market  in  stocks  like 
Coca-Cola  and  Wells  Fargo, 
Morgan's  Asia-Pacific  fiind  has  been 
in  the  dumps.  The  portfolio  has 
been  flat  since  its  July  1994  incep- 
tion. The  Big  Board-listed  stock  has 
done  even  worse,  drooping  from  a 
6%  premium  to  portfolio  value  when 
it  was  a  new  issue  to  a  recent  19% 
discount.  This  is  a  Wall  Street  unfa- 
vorite,  for  contrarians  only. 

Contrarians  have  to  have  strong 
stomachs,  and  there  are  a  number  of 
things  in  a  closed-end  fund  that 
could  make  you  queasy.  One  is  costs. 
Morgan  Stanley  has  been  collecting  a 
handsome  fee  for  riding  the  Asian 
market  down:  $9  million  in  the  past 
year.  Add  in  overhead  and  the  fiind's 
expense  ratio  comes  to  1.4%,  almost 
enough  to  consume  the  portfolio's 
entire  dividend  and  interest  income. 

That's  not  oudandish  for  a  foreign 
fiind,  but  it's  a  lot  higher  than  the 


Fund 

Discount 

Expense 
per 
$100 

Relative 
discount 

Portfolio 
return 
3  years' 

New  Germany 

-22.2% 

$0.93 

23.9 

14.4 

Mexico 

-18.9 

1.00 

18.9 

-10.2 

Germany 

-19.8 

1.10 

18.0 

17.4 

Swiss  Helvetia 

-21.4 

1.22 

17.5 

20.1 

Growth  Fund  of  Spain 

-20.8 

1.25 

16.7 

17.4 

France  Growth 

-22.4 

1.51 

14.9 

13.2 

Emerging  Germany 

-20.8 

1.42 

14.6 

6.3 

Central  European  Equity 

-15.2 

1.10 

13.8 

19.0 

First  Australia 

-19.5 

1.41 

13.8 

5.1 

Italy 

-19.6 

1.42 

13.8 

0.2 

Morgan  Stanley  Asia-Pacific 

-19.1 

1.39 

13.8 

NA 

Clemente  Global  Growth 

-20.6 

1.53 

13.4 

7.1 

Figures  as  of  May  15.  'Annualized.  NA:  Not  available. 
Source:  CDA/Wiesenberger. 

Each  of  these  funds  sells  ai  a  discount  of  more  than  13  times  its 
expense  ratio.  To  some  degree  buying  cheap  enough  can  make  up  for 
the  fact  that  you  are  losing  money  in  management  fees  and  overhead. 


0.2%  you'd  pay  on  an  s&P  50( 
domestic  index  fund. 

The  next  problem  is  the  captive 
nature  of  a  closed-end.  These  fund; 
do  not  redeem  shares,  so  if  you  want 
out  you  have  to  find  someone  t( 
take  your  place.  Unless  the  perfor 
mance  is  absolutely  stunning — like 
Berkshire's — it's  hard  to  find  new 
investors  willing  to  step  up  to  the 
plate.  Hence  the  discount. 

Some  closed-ends  are  worse  than 
captive:  They  virtually  force  you  to 
put  good  money  after  bad.  They  dc 
this  by  handing  out  "rights"  to  exist- 
ing shareholders  to  buy  more  shares 
at  a  discount  to  the  stock's  recent 
market  price.  To  avoid  being  diluted, 
shareholders  have  to  cough  up  more 
investment  capital. 

Morgan  had  a  rights  offering  on 
the  Asia-Pacific  fiand  in  April  1996 
that  clipped  20%  off  the  market  value 
of  the  shares.  That  was  long  before 
Isaac  was  involved  so  he  couldn't 
claim  personal  harm,  but  the  mere 
possibility  of  additional  rights  offer- 
ings is  probably  helping  to  depress 
the  market  value  of  his  shares. 
Morgan  has  engineered  rights  offer- 
ings in  at  least  four  other  funds  in 
the  past  two  years. 

The  half-dozen  or  so  Morgan 
executives  hosting  the  shareholders' 
meeting  entertained  questions  from 
the  floor.  I  wanted  to  know  about 
fiiture  rights  deals.  "Shareholders 
have  been  heard,"  was  the  response. 
"No  [more]  will  be  done  in  the  fore- 
seeable fiature." 

The  other  half  of  the  audience,  an 
elderly  gentleman  dressed  in  an 
open-necked  shirt  and  black  sneak- 
ers, had  another  beef  Why  was  so 
much  of  the  portfolio  (40%)  devotee 
to  Japan,  a  market  that  last  witnessed 
any  trace  of  euphoria  in  the  1980s? 
Because,  he  was  told,  so  much  of  the 
market  value  of  the  region  is  in 
Japan.  Like  it  or  not.  Implicit  in  the 
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Ralph  wrote 
the  b  0  0  k  0  n 
mutual  funds 


inswer:  If  you  believe  in  the  region, 
/ou  should  have  the  resolve  to  con- 
:inue  believing  in  Japan,  even  if  con- 
ditions have  recently  been  bleak. 

My  turn  again.  What  about  the 
discount.''  "We're  discouraged  [by 
;he  market  discount],  too,"  one  of 
:he  suits  answered.  "We're  share- 
lolders."  Indeed,  board  members 
collectively  hold  some  90,000 
ihares.  They  promised  to  "consider" 
Duying  in  shares  to  support  the  mar- 
cet  price  and  narrow  the  discount. 
I  A  halfway  measure.  Why  not  do 
vhat  T.  Rowe  Price  and  Alliance 
recendy  decided  to  do,  which  is  to 
open-end  deeply  discounted  fimds.^ 
rhat  would  eliminate  the  price  dis- 
crepancy overnight.  In  this  transac- 
:ion,  the  fund  sponsor  simply 
mnounces  its  willingness  to  redeem 
iny  shareholder  at  fiiU  net  asset 
I'alue.  That  creates  a  windfall  for 
jinvners  like  Isaac  who  did  not  pay 
"ull  asset  value  to  get  in. 

Barton  Biggs,  chairman  of  the 
\sia  Pacific  fund's  board  and  long- 
imc  head  strategist  for  Morgan 
Stanley  itself,  answered  my  question 
iibout  open-ending  with  a  word: 
'India."  The  fund  has  14%  of  its 
.ssets  in  this  volatile,  but  potentially 
'ery  rewarding,  market.  At  times 
here  is  simply  no  liquidity  in 
Bombay.  Overnight  redemptions 
ivould  be  a  killer  there,  forcing  a 
und  to  sell  when  literally  there 
ivould  be  no  one  to  buy. 

Seven  minutes  after  I  arrived,  the 
ntimate  meeting  was  over.  No  glam- 
Dur  here.  People  pack  a  ballroom  to 
:elebrate  what  was,  not  what  might 
K.  The  Tokyo  market  would  almost 
nave  to  double  to  break  even  in  yen 
ierms  with  where  it  was  in  1989. 

Yet  for  a  contrarian,  the  unpopu- 
irity  of  Morgan  Stanley  Asia-Pacific 
nd  a  lot  of  other  closed-end  foreign 
unds  is  a  buy  signal.  (The  sell  signal 
omes  when  so  many  people  want  to 
luy  the  fijnd  that  its  shares  leap  to  a 
iremium  over  net  asset  value.) 

The  table  opposite  lists  12  funds 
hat  trade  at  discounts  at  least  13 
imes  as  great  as  their  expense  ratios. 

his  is  a  somewhat  arbitrary  formu- 
but  it  does  give  you  some  mea- 
urc  of  how  much  the  bargain  ele- 
icnt  in  these  funds  outweighs  their 
hicf  disadvantage.  H 


After  25  years  leading  one  of  the  nation's  top  families  of  funds,  Ralph 
Wanger  knows  a  thing  or  two  about  successful  investing. 

He's  fought  the  bulls  and  bears,  listened  to  all  of  the  "experts,"  and 
out-lived  the  "hot"  strategies.  Through  it  all,  he's  stuck  to  a  philosophy 
rooted  in  fundamentals  -  a  diversified  portfolio  filled  with  well-run  com- 
panies combining  growth  potential  and  value. 

His  new  book,  A  Zebra  in  Lion  Country  (Simon  &  Schuster,  1997), 
is  an  in-depth  look  at  this  philosophy  that  has  guided  a  quarter  century 
of  successful  investing.  I  a  7cdp* 

Call  1-800-9-ACORN-9  to  find  out  how  you  can  get  a 
copy  of  Ralph's  survival  guide.  Weil  also  send  you  a  free  invest-  f^if^ 
ment  kit  and  a  prospectus  containing  more  complete  information  ^j^^N 'J'Slf! 
on  the  Acorn  funds.  Please  read  it  careflilly  before  investing.  WfMM^ 


©1997.  WAM  Brokerage  Services,  L.L.C.,  Distributor. 


1-800-9-AC0RN-9 

(1-800^922-6769) 
www.wanger.com 


IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  reduced  risk,  the 
fund  invests  in  dividend- paying  stocks 
of  established  companies. 

Past  performance  cannot  guaran- 
tee future  results.  Minimum  invest- 
ment is  $2,500  ($1,000  for  IRAs).  No 
sales  charges. 


Average  Annual  Total  Returns 

as  of  3/31/97- 
I  Equity  Income  Fund 
I  Lipper  Equity  Income  Funds  Average 

18.06%  ,g_<,5„/__ 


1  year 


5  years  10  years 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-8366 


frwest  With  Qmfiden 

T.RoweR'ice 


m 
'Ik 


*Source:  Lipper  Analytical  Services,  inc.  Figures  include  changes  in  principal  value,  reinvested  dividends,  and 
capital  gain  distributions.  Investment  return  and  principal  value  will  vary,  and  shares  may  be  worth  more  or  less  at 
redemption  than  at  original  purchase.  Read  the  prospectus  carefully  before  investing.  T  Rowe  Price  Investment 
Services,  Inc.,  Distributor  mnnCAn 
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INUESTMENT  GUIDE 


Korean  companies  are  cheap— and  many  deserve 
to  be.  Here's  how  to  separate  the  deals 
from  the  dogs  in  this  depressed  stock  market. 

Korea:  Stock 
picker's  paradise 


By  Neil  Weinberg 

Contrarian  investors  can  hardly 
find  a  more  tempting  market  than 
Korea  these  days.  While  the  coun- 
try's economy  chalked  up  7%  growth 
in  1996,  it  was  a  year  of  the  big  bear 
in  Korea,  where  stock  prices  plunged 
more  than  26%  in  won  and 
32%  in  dollar  terms. 

Korean  stocks  now  trade 
at  an  average  price/earn- 
ings ratio  of  15.2  and  a 
price-to-cash-flow  ratio  of 
3.8.  Compare  diis  to  U.S. 
stocks:  20  times  earnings 
and  1 1 .4  times  cash  flow. 

Even  so,  picking  Korean 
stocks  is  treacherous. 
Accustomed  to  govern- 
ment subsidies  and  pro- 
tected markets,  many 
Korean  firms  are  loaded 
with  debt  and  more  intent 
on  increasing  sales  and 
market  share  than  share- 
holder wealth.  Returns  on 
equity  at  Korea's  publicly 
listed  firms  averaged  just 
5%  over  the  past  five  years, 
versus  13%  in  tiie  U.S. 

If  the  Korean  market  as 
a  whole  isn't  a  bargain, 
however,  many^  individual 
stocks  are.  One  fijnd  man-  W^^M 
ager  who  knows  how  to 
spot  value  in  Korean  stocks  is  Thae 
Khwarg.  Seoul-born  Khwarg  left 
Korea  at  13  for  King  of  Prussia,  Pa., 
where  he  helped  his  family  run 
everything  from  a  wig  shop  to  a  gas 
station.  A  lawyer,  who  later  became 
an  analyst  for  Baring  Securities,  Ltd. 
in  Seoul,  he  first  tried  his  hand  at 
running  money  in  1992,  when  the 


Korean  government  opened  its  equi- 
ty market  to  foreigners. 

Khwarg  and  two  partners  started 
out  managing  $16  million  raised 
from  a  French  bank  and  another  $2 
million  fi-om  friends  and  relatives. 


Thae  Khwarg  of  Asset  Korea  Capital  Management 
Size  doesn't  matter,  says  Khwarg.  Profitability  does. 


Asset  Korea  Capital  Management 
has  grown  to  $250  million  (assets), 
including  four  Dublin  Stock 
Exchange-listed  fiinds  and  discre- 
tionary accounts  for  U.S.,  European 
and  Korean  institutions. 

"At  the  gas  station  I  realized  the 
money  isn't  in  pumping  gas  but  in 
fixing  cars,  so  I  always  checked  peo- 


ple's oil  and  had  a  lot  of  success  get 
ting  them  into  the  [repair]  bay,' 
Khwarg  recalls. 

Khwarg,  38,  applies  the  same  phi 
losophy  to  stock  picking.  He  focuse 
on  firms  good  at  squeezing  addition 
al  profits  out  of  existing  assets  for  th< 
two  open-end  Korean  equity  fund 
he  manages:  the  $39  million  (assets 
Yellow  Sea  Investment  Co.,  whicl 
picks  among  firms  with  market  capi 
talizations  of  less  than  $500  million 
and  the  $4  million  (assets)  Korc; 
21st  Century  Fund,  which  invests  u 
stocks  of  various  capitalizations. 

Not  too  many  Korean  stocks  mee 
the  Khwarg  criteria.  "We  estimate 
that  over  the  past  five  to  seven  yeai- 
Korean  companies  have  invested  $2: 
billion  in  projects  that  will  return  les 
than  their  cost  of  capital,"  he  says 
"They're  throwing  away  money." 
He  says  global-depositary-receipt 
listed  Kia  Motors,  Korea', 
third-largest  automaker,  i, 
a  good  example.  It  has 
debt-to-equity  ratio  of  ove 
4-to-l  and  Kia's  averag« 
return  on  equity  has  beer 
negative  1 .9%  for  the  thre« 
years  through  last  June. 

Shunning  such  firms 
Khwarg  looks  for  compa 
nies  with  sound  strategic; 
for  expanding  earnings 
Most  also  have  five-yea 
average  returns  on  equity 
that  beat  the  yield  or 
Korea's  benchmark  three 
year  corporate  bond,  cur 
rently  12.5%.  Once  he 
finds  companies  that  make 
the  grade,  Khwarg  bet: 
big  on  them.  He  owns  les: 
than  30  issues  in  eacl 
fund;  the  top  10  make  ug 
half  of  each  portfolio. 

A  Khwarg  favorite  i! 
Samsung  Electronics,  the 
world's  top  semiconduc 
tor  memory  maker.  Ever 
with  prices  of  memory  chips  havint 
plunged  recendy,  Khwarg  estimate; 
that  Samsung's  global  depositary 
receipts  are  cheap.  They  recenth 
traded  at  5.7  times  1997  operadn^ 
cash  flow,  defined  as  net  profit  plu: 
depreciation  and  amortization,  anc 
1.7  times  book  value.  That  compare; 
to  13.4  times  cash  flow  and  2. 
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■  As  the  international  trend  toward  more  Western- 
style,  free-market  economies  continues,  such  coun- 
tries may  experience  high  rates  of  economic  growth. 
Templeton  Developing  Markets  Trust  seeks  to  take 
advantage  of  these  significant,  changing  economies. 

■  This  fund  is  designed  for  investors  seeking  long- 
term  capital  appreciation  and  who  are  wLUing  to 
accept  the  special  risks  of  investing  in  developing 
markets  such  as  higher  volatility,  currency  fluctua- 
tions and  political  uncertainty. 

■  Call  your  investment  representative  or  Templeton 
today  for  more  information. 

Performance  figures  siiown  pertain  only  to  Class  I  sfiares  of  the  fund.Tfie  fund  offers 
iilliir  share  classes,  which  are  sub)e£t  to  different  fees  and  apenses  which  will  affect 
their  performance.  Please  see  the  prospectus  for  more  information. 
Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and  aver- 
aqf  annual  total  returns  represent  the  average  annual  increase  in  value  of  an  invest- 
ment over  the  indicated  periods,  ended  3/3 1  /97.  Figures  have 
been  restated  to  reflect  the  current  maximum  5.75%  initial 
sales  charge  and  assume  reinvestment  of  dividends  and  cap- 
ital gains  at  net  asset  value.  Such  restatement  may  change 
actual  total  returns.  Effective  January  1,  1993,  the  fund 
implemented  a  Rule  12b- 1  plan,  which  affects  subse- 
quent performance.  Past  expense  reductions  by  the  fund's 
manager  increased  the  fund's  total  returns.  Investment 
return  and  principal  value  will  fluctuate  so  that  your 
shares,  when  redeemed,  may  be  worth  more  or  less 
than  their  original  cost.  Past  performance  does  not 
guarantee  future  results. 
Franklin  Templeton  Distributors,  Inc. 

Dr  Mark  Mobius,  Managing  Director 
Templeton  Asset  Management  Ltd. 


CALL  1-800-342-FUND  EXT.  T386 


YES!  I  vMiiiKl  likr  a  free  prospectus  containing  more  complete  information  on  the 
Templeton  Developing  Markets  Trust,  including  sales  ciiarges,  expenses  and  risks. 
I  will  read  it  carefully  before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder. 

Name 
Address 


FOB6/97 
T386 


City/State/Zip 
Daytime  Phone 


Ibmpleton 


WORLDWIDE 
700     Central  Avenue 
St.  Petersburg,  FL  33701-3628 
A  Member  of  the  Franklin  Templeton  Group,  Serving  Investors  for  Over  50  Years 
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Mixed  bag 


^'Company/business.  :fr 

?|)?etent 
;  pfice 

i.t.  y" 

12-mo 
1  price 
•.  change 

EPS- 
latest 

■  h 

1997 
cist 

P/E 
1997 
est 

Yield 

Return 

on 
equity 

Market 
value 
($mil) 

•  Cho  Hung  Bank/bank 

$4.76 

-62% 

$0.84 

$0.91 

5 

5.9% 

6.4% 

$781 

•  Hana  Bank/bank 

12.22 

-30 

■  1.93 

2.26 

5 

2.0 

8.8 

350 

•  Hansol  Paper/forest  products  and  paper20.74 

-50 

2.60 

2.48 

8 

2.4 

7.4 

443 

•  Hyundai  Motor/automobiles 

27.13 

-39 

1.65 

3.46 

8 

2.1 

5.2 

1,770 

•  Kia  Motors/automobiles 

18.05 

-16 

0.12 

0.18 

NM 

0.0 

O.D 

1,365 

•  Kookmin  Bank/ba.nk 

13.45 

-31 

2.19 

2.64 

5 

5.1 

12.5 

1,249 

■  Korea  Electric  Power/electric  utility 

16.00 

-41 

0.59 

0.92 

17 

1.7 

3.5 

18,294 

•  LG  Chemical/chemicals 

12.33 

-33 

0.05 

0.52 

24 

0.9 

0.3 

1,094 

■  Pohang  Iron  &  Steel/steel 

26.88 

1 

2.07 

2.36 

11 

1.0 

9.4 

4,537 

•  Samsung  Electronics/electronics 

70.62 

-37 

1.78 

2.87 

25 

1.0 

2.9 

8,109 

■  SK  Telecom/telecommunications 

9.38 

-41' 

0.45 

0.76 

12 

0.0 

22.2 

3,335 

•  Yukong/oil  refining 

19.84 

-35 

1.15 

1.20 

16 

3.4 

32 

1,485 

Prices  as  of  May  16.  ■  NYSE-llsted  AOR.  •  Prices  given  for  Korean  shares.  GORs  available  to  qualified  investors;  prices  subject  to  premiums.  'Less  than  12  months. 

•d:  Not  meaningful. 


Sources:  Bank  of  New  York:  IBES  Express:  Morgan  Stanley  Capital  International  via  OneSource  Information  Services. 


Korean  companies 
are  a  solid 
contrarian  play, 
but  with  only  thre< 
ADRs  available, 
buying  into  them 
isn't  easy.  That 
should  change 
over  the  next 
four  years  as 
Korea  eliminates 
limits  on  foreign 
ownership. 


times  book  value  for  Japanese  rival 
NEC  Corp.  and  7.1  times  cash  flow 
and  2.8  times  book  for  Boise,  Idaho- 
based  Micron  Technology.  Samsung 
is  also  Korea's  top  wireless  phone 
equipment  supplier. 

"Samsung  is  not  just  a  play  on 
memory  chip  prices,"  says  Khwarg. 
"Given  the  potential  for  research 
breakthroughs  and  the  huge  premi- 
ums for  some  of  Samsung's  rivals,  the 
current  price  is  a  safe  entry  point." 

Another  promising  blue  chip: 
Korea  Electric  Power  Co.  Even  at  a 
24%  premium,  its  ADRs  trade  at  just 
5.4  times  cash  flow,  versus  10.1 
times  for  China  Light  &  Power  and 
12.6  times  for  the  Manila  Electric 
Co.  Khwarg  thinks  Kepco  is  smart  to 
lay  cable  TV  wires  alongside  its  power 
lines  and  possibly  add  phone  service. 
Neither  is  factored  into  its  ADR  price. 

Pohang  Iron  &  Steel,  Korea's 
largest — and  one  of  the  world's  most 
competitive — steelmakers,  looks 
good  to  Khwarg  long  term.  The 
company,  known  as  Posco,  has  a 
lucrative  export  business  to  Japan 
and  should  enjoy  strong  sales  to 
China,  whose  economy  is  expanding 
nearly  10%  annually. 

However,  Khwarg  is  staying  away 
from  Posco.  The  company  may  be 
forced  by  the  government  to  take 
over  bankrupt  Hanbo  Steel  if  no 
other  bidders  emerge. 

So  instead  of  buying  Posco, 
Khwarg  has  been  buying  Han  II  Iron 
&  Steel,  a  large  Posco  distributor 
that  boasts  a  20%  average  return  on 


equity  over  the  past  decade  and  is 
trading  at  3.9  times  estimated  1997 
cash  flow,  versus  2.2  times  for  Posco. 

Khwarg  says  Korea's  lesser-known 
firms  offer  the  best  values  and 
biggest  chance  for  his  six  analysts' 
research  to  pay  off. 

Among  these  less-followed  com- 
panies, he  especially  likes  Nam  Yang 
Dairy  Products,  which  controls  near- 
ly half  of  Korea's  market  for  pow- 
dered infant  formula.  Khwarg  likes 
its  23%  return  on  equity  over  the 
past  five  years  and  believes  it  can 
fend  off  foreign  rivals  with  its  domi- 
nance in  Korean  maternity  wards 
and  a  growing  line  of  premium 
products.  The  stock  is  up  about  30% 
in  won  terms  since  Khwarg  began 
buying  it  a  year  ago. 

Khwarg  also  likes  Korea  Cottrell,  a 
$45  million  (1996  sales)  environmen- 
tal protection  outfit  that  recendy  won 
a  two-year,  $80  million  desuifuriza- 
tion  contract  fi-om  Kepco,  the  giant 
utility.  Although  the  company  isn't 
cheap  at  12.5  times  cash  flow,  Khwarg 
expects  earnings  to  grow  35%  annual- 
ly over  the  next  three  years. 

Shin  Young  Securities  is  an  even 
more  contrarian  play,  trading  at  66% 
of  book  value  and  about  50%  of  net 
tangible  assets  (mostly  cash  and 
bonds).  "The  market  is  so  pes- 
simistic [about  brokers]  that  it's  say- 
ing Shin  Young  is  better  dead  than 
alive,  even  though  it  is  generating 
operating  income,"  says  Khwarg. 

The  easiest  way  to  invest  in  Korean 
stocks  is  to  buy  U.S. -listed  ADRs, 


though  only  three  are  currentiy  avail- 
able. Expect  these  to  sell  at  premiums 
to  the  Korean  price  because  foreign- 
ers are  allowed  to  own  only  23%  of  a 
Korean  company,  which  limits  the 
supply  of  shares.  Because  of  the  com- 
plications relating  to  Korea's  foreign 
ownership  limits,  firms  like  Merrill 
Lynch  and  Charles  Schwab  &  Co. 
still  don't  handle  Korean  equities  for 
U.S.  individuals. 

U.S.-  and  London-based  closed-' 
end  funds  are  another  option— 
Korean-issued  gdrs  and  convertible 
bonds  may  be  available.  A  U.S.  resi- 
dent with  a  net  worth  of  at  least  $1 
million  (or  annual  income  of 
$200,000)  can  also  buy  foreign-list- 
ed open-end  fiinds  like  Khwarg's. 
His  Korea  21st  Century  charges  a 
1.5%  management  and  0.7%  redemp- 
tion fee.  Yellow  Sea  charges  a  1% 
management  and  0.5%  redemption 
fee  and  takes  10%  of  any  fiscal-year 
increase  in  net  asset  value  above  10%. 
Minimum  investment:  $50,000  for 
21st  Centurv  and  the  equivalent  of  I 
about  $150,000  for  Yellow  Sea. 

Among  74  Korea  funds  tracked  by 
Micropal,  Yellow  Sea  ranked  third- 
best-managed,  and  Korea  2 1st 
Century  eleventh,  for  the  12  months 
through  January. 

That  doesn't  mean  they  madej 
money,  however.  With  the  Korean 
market  weak,  Yellow  Sea  lost  15.2% 
and  Korea  21st  Century  25.8%. 
Both  funds  beat  the  Morgan  Stanley ' 
Capital  International  Korea  index, 
which  plunged  almost  34%.  ■ 
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ft  CHASE 


When  Royal  Caribbean  International  decided  to 
build  a  globally  integrated  treasury  system 

Chase  navigated  it 


Royal  Caribbean  called  on  Chase's  expertise 
in  treasury  management  to  develop  a  solution 
that  gave  it  the  ability  to  monitor  and  move  funds 
more  quickly  around  the  world. 


Majesty  of  the  Seas 


"Chase  offered  us  industry  expertise,  global  delivery  capabilities 
and  leading  edge  technology.  More  than  that,  Chase  offered  us 
a  relationship,  a  partnership  approach,  a  commitment  to 
comprehensive  support  and  assistance  on  a  daily  basis." 


Royal  Caribbean  Chairman 
and  CEO  Richard  D.  Fain 


CHASE.  The  right  relationship  is  everything:" 


©1997  The  Chase  Manhattan  Corporation. 


Please  visit  our  website  at;  http://www.chase.com 
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Stocks  too  expensive  for  you?  Consider  rental  property. 
Reviving  downtowns  looks  particularly  good  right  now. 

Condo  spec 


By  Christopher  Palmeri 


Downtown  Denver  investor  Daniel  Fuller 
Loft  aspirations. 


Daniel  Fuller  is  a  30-year-old 
radio  station  sales  manager  and  real 
estate  speculator.  Three  years  ago 
Fuller  and  his  brother-in-law  went 
halfsies  on  a  loft  condominium  in 
Denver's  Lower  Downtown,  or 
LoDo,  area.  The  pair  took  a  big  risk 
buying  space  in  a  67-year-old  build- 
ing that  hadn't  been  renovated.  "It 
had  chalk  marks  on  the  floor,"  Fuller 
recalls. 

Their  bet  paid  off  when  Denver's 
new  baseball  stadium  opened  next 
door  and  the  LoDo  neighborhood 
exploded  widi  cafes,  brew-pubs  and 
trendy  retailers.  Now  Arnold 
Schwarzenegger  is  building  an  enter- 


tainment complex  across  the  street. 

Fuller  and  his  brother-in-law  spent 
$210,000  on  their  1,700-square-foot 
loft.  The  $2,100  per  month  in  rent 
they  collect  more  than  covers  expens- 
es for  the  two-bedroom,  two-bath 
pad.  Fuller  is  about  to  put  the  place 
on  die  market  for  $335,000.  If  he 
gets  close  to  that  price,  the  profit  will 
be  more  than  three  times  his  and  his 
partner's  $34,000  down  payment. 

Have  you  thought  about  invest- 
ment real  estate?  It's  an  inflation 
hedge,  throws  off  an  income  (if  the 
property  is  not  heavily  leveraged)  and 
has  potential  for  appreciation  and 
some  tax  advantages  (see  box,  p.  239). 

It  has  big  drawbacks,  too,  includ- 
ing a  lack  of  liquidity  and  the  risk  of 
being  saddled  with  bum  tenants  or 


unanticipated  repair  costs.  It  ma^ 
not  suit  your  temperament  as  ai 
investor,  but  if  it  does,  you  should 
think  about  it  as  a  diversification 
particularly  if  your  existing  portfolio 
is  made  up  of  nothing  but  stock] 
and  bonds. 

If  you  want  to  acquire  portfolid 
real  estate,  the  first  question  i 
where.  There  is  a  case  to  be  made  fo| 
buying  in  downtown  residential 
areas.  Peter  Katz,  author  of  The  Nen 
Urbanism,  sees  two  major  housing 
trends  emerging.  One  is  big  drean 
houses  way  out  in  the  sticks;  thi 
other  is  downtown  living.  If  he 
right,  the  traditional  suburbs,  whicl 
have  enjoyed  terrific  price  apprecia 
tion  in  the  past  several  decades 
could  lag  behind  urban  and  exurbai 
properties. 

From  Baltimore's  Inner  Harbor  tc 
San  Diego's  Gaslamp  Quarter 
downtown  living  has  become  chic 
In  the  past  folks  fled  to  the  suburb 
for  safer  streets  and  better  schools 
but  now  powerfiil  demographic  anc 
economic  trends  are  breathing  nev 
life  into  cities.  Crime  has  increased  ir 
the  burbs  and  has  come  down  in  th« 
cities.  People  without  kids,  bab^ 
boomers  who  are  becoming  empty 
nesters,  and  Generation-Xer: 
rebelling  against  their  suburbar 
upbringings  are  now  all  embracing 
urban  life. 

In  Detroit  a  half-dozen  folk 
recently  camped  out  overnight  tc 
get  a  space  in  a  new  riverfront  condc 
development  near  downtown.  Anc 
in  Milwaukee  fiber-optic  lines  snak( 
up  to  the  curb  of  a  95 -year-old  tan 
nery  that's  now  home  to  high-tec^ 
entrepreneurs. 

Even  cities  that  most  people 
don't  think  of  as  having  downtown; 
are  rejuvenating  their  downtowns 
Last  year,  in  West  Palm  Beach,  Fla 
two  dozen  of  the  nation's  best 
known  real  estate  developers  pickec 
over  a  70-acre  site  in  the  center  o 
the  city  that  one  of  them  is  now 
developing. 

Robin  Wahler,  39,  bought  the  tof 
floor  of  a  restored  firehouse  in  the 
South  End  neighborhood 
Charlotte,  N.C.,  eight  years  ago.  Ht 
kept  one  side  as  an  office  for  hi; 
landscape  architecture  firm  and  rent 
ed  the  other  out  to  a  small  business 
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Since  then  the  neighborhood  has 
x'gun  to  blossom  with  bars,  restau- 
ants  and  loft  apartments. 

With  some  of  the  equity  built  up 
n  the  firehouse  property,  Wahler  last 
>  car  bought  a  loft  in  a  restored  102- 
car-old  warehouse  down  the  street. 
He  rents  it  to  a  nonprofit  organiza- 
ion  and  is  installing  a  sleeping  area 
hat  will  increase  his  rent.  "My  plan 
s  to  have  the  income  from  the  real 
."State  pay  for  my  son's  college  edu- 
:ation,"  Wahler  says.  "Then  I'll 
etire  to  my  loft  and  paint." 
1  Michael  Hatch,  a  lawyer  who  has 
landled  the  sale  of  a  number  of  his- 
:oric  properties  in  Milwaukee,  has 
lome  words  of  caution  for  people 
juying  condos  to  rent  out.  Ask  to 
;ee  a  copy  of  all  reports  by  building 
nspectors  and  the  engineering 
inalysis  and  review  them  with  a 
icensed  engineer.  Old  office  build- 
ngs  in  Milwaukee,  for  example, 
vere  built  on  wooden  pilings,  which 
vere  once  submerged  and  are  now 
exposed  to  air  and  are  rotting.  Hatch 
dso  recommends  getting  a  commit- 
Tient  to  keep  the  maintenance  fee  at 
I  certain  level  for  as  long  as  the 
leveloper  controls  the  condomini- 
im  association.  "You  take  a  lot  more 
isk  buying  an  old  industrial  building 

Fax  angles 

1.ANDLORDS  get  fairly 
enient  treatment  at  tax 
ime  if  they  know  what 
hey  are  doing. 

Good  news:  You  can 
vrite  off  three  things 
1  gainst  your  rental 
ncome — operating  costs 
insurance,  repairs,  prop- 
:rty  taxes  and  utilities), 
interest  and  depreciation. 
I^ad  news:  If  these  three 
!:ategories  of  expenses  add 
lip  to  more  than  your 
l  ental  income,  you  proba- 
bly won't  be  able  to  claim 
I  not  loss  on  the  proper t}'. 

A  middle-class  landlord 
defined  as  one  with 
:idjustcd  gross  income 
5elow  $100,000)  can 
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than  if  you  are  buying  a  new  home  in 
the  suburbs,"  Hatch  says.  "Most 
people  don't  take  the  time  to  think 
about  that." 

Of  course  you  can  get  an  inside 
sense  of  what  the  building  is  like  by 
remodeling  it  yourself.  But  that 
brings  headaches — asbestos  removal, 
cost  overruns  from  subcontractors, 
even  "miners"  who  steal  copper 
plumbing  from  construction  sites. 
"Unless  you've  got  a  $3  million 
project  to  spread  out  the  cost  of  the 
developer,  architect  and  lawyer,  then 
it's  pretty  much  a  labor  of  love,"  says 
Graham  Greene,  an  architect  for  and 
investor  in  historic  properties  in 
Dallas. 

You  might  be  able  to  find  a  pro- 
fessional developer  you  can  invest 
with.  Michael  Lavie,  a  salesman  with 
an  office  supplies  dealership  in  New 
Orleans,  has  forged  a  lucrative  rela- 
tionship with  Sean  Cummings,  a 
local  developer.  Cummings,  who 
decorates  the  common  areas  in  his 
buildings  with  art  and  historic 
plaques,  recently  completed  the 
Whitney  &  Sloo  Lofts  in  downtown 
New  Orleans.  Total  cost  of  land  and 
renovation:  $3.6  million;  sales  to 
date:  $4.5  million.  Cummings 
expects  another  $1  million  in  rev- 


enue when  the  last  five  units  are 
sold.  "Better  than  Intel,"  Lavie  says. 

Perhaps  the  simplest  and  safest 
way  to  invest  in  this  trend  is  to  buy 
shares  in  one  of  a  small  but  growing 
nuinber  of  real  estate  investment 
trusts  and  publicly  traded  companies 
that  are  investing  in  downtowns. 
Advantages:  liquidity,  reduced  risk. 
Disadvantage:  no  depreciation 
deductions. 

Dallas-based  Columbus  Realty 
Trust  owns  more  than  2,000  apart- 
ments in  and  around  downtown 
Dallas.  Columbus  is  also  turning  the 
historic  Rice  Hotel  in  Houston  into 
rental  units  and  developing  the  old 
St.  Luke's  Hospital  site  in  Denver. 
Other  apartment  owners  following 
this  path  to  some  extent  include 
Wilton,  Conn. -based  Avalon 
Properties  and  Atlanta's  Post 
Properties.  Rockville,  Md.'s  Federal 
Realty  Investment  Trust  is  bringing 
traditional  mall  stores  like  the  Gap  to 
older  downtowns  through  its  Main 
Street  Retail  operation.  Louisville, 
Colo. -based  Rock  Bottom 
Restaurants,  Inc.  is  building  brew- 
pubs  and  restaurants  in  downtown 
locations. 

Wall  Street  is  coming  to  Main 
Street.  H 


claim  a  loss  on  a  property, 
using  it  to  shelter  up  to 
$25,000  of  income  from  a 
day  job.  The  writeoff 
phases  out  for  people  with 
incomes  between 
$100,000  and  $150,000; 
those  above  $150,000 
can't  claim  a  loss. 

Solution  for  prosperous 
landlords:  Take  out  a 
small  mortgage,  or  none 
at  all.  That  way,  the  prop- 
erty remains  in  the  profit 
column  on  your  tax  return 
and  your  depreciation 
deduction  does  not  go  to 
waste. 

Example:  You  buy  a 
place  for  $300,000  cash, 
of  which  $25,000  is  for 
land  value.  The  building 
value  of  $275,000  is  writ- 
ten off  over  27M  years. 


generating  a  $10,000 
annual  deduction.  Assum- 
ing you  collect  $2,000  a 
month  in  rent  and  run  up 
$8,000  a  year  in  operating 
expenses,  you  get  a 
$16,000  annual  dividend 
from  the  property  but  pay 
tax  on  only  $6,000. 

What  if  you  finance  the 
property.^  If  your  interest 
cost  tops  $6,000 — corre- 
sponding to  a  mortgage  of 
$75,000  or  so — then  your 
taxable  income  drops 
below  zero  and  your 
depreciation  deduction 
could  be  limited. 

Depreciation  deduc- 
tions lower  the  tax  "basis" 
(book  cost)  on  the  prop- 
erty, thereby  increasing 
the  taxable  gain  when  you 
sell.  But  this  isn't  a  bad 


tradeoff  The  capital  gain 
is  presumably  years  away; 
it  is  taxed  under  present 
law  at  a  reduced  rate;  and 
Congress  is  likely  to  cut 
the  rate  still  more. 

There  is  a  special  tax 
incentive  for  people  who 
restore  historic  buildings, 
notes  Philip  Wiesner,  a 
real  estate  tax  partner  with 
KPMG  Peat  Marwick  in 
Washington,  D.C.:  a  tax 
credit  of  up  to  20%  of  the 
rehab  cost.  Some  states 
and  cities  have  additional 
tax  breaks.  Last  year  Prov- 
idence, R.I.  passed  a  sales 
and  personal  income  tax 
exemption  for  artists  who 
work  in  historic  buildings, 
as  well  as  a  property  tax 
break  for  investors. 
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Can  you  combine  business  and  pleasure  on  a  farm? 
Yes,  but  you  won't  have  an  easy  time  of  it. 

Shear  pleasure 


By  Mary  Beth  Grover 

The  farming  bug  hit  Margrit  and 
Albrecht  Pichler  not  long  after  they 
bought  their  weekend  retreat  in 
Milan,  N.Y.,  about  2M  hours  north 
of  New  York  City.  "If  you  own  2 
acres  you  don't  entertain  the 
thought.  If  you  own  35  acres  you 
do,"  says  Margrit. 

Especially  if  you  live  in  New  York 
and  face  steep  marginal  tax  rates — 
roughly  50%.  Then  the  idea  of 
becoming  a  gendeman  farmer  seems 
appealing,  at  least  if  you  can  generate 
writeoffs  against  your  other  income. 

Unfortunately,  the  Internal 
Revenue  Service  doesn't  find  the 
idea  so  appealing.  Its  philosophy:  If 
you  enjoy  it,  don't  try  to  deduct  it. 
The  IRS  says  anything  you  enjoy  is  a 
hobby,  not  work,  and  you  can't 
deduct  hobby  losses  (see  box,  p.  242). 

The  Pichlers  aren't  consistendy 
making  money — yet — but  they  come 
across  as  serious  farmers.  "They  have 
the  best  flock  of  superfine  merino 
wool  sheep  in  the  U.S.,"  says 
Douglas  Hogue,  professor  emeritus 
in  the  department  of  animal  sciences 
at  Cornell  University. 


Sheer  enjoyment  this  is  not. 
Margrit,  who  quit  a  career  in  the  city, 
works  on  the  farm  ftill  time.  So  will  a 
hired  hand  beginning  in  a  month. 
Five  hundred  sheep  mill  around 
three  barns,  a  large  pond  and  rolling 
green  pastures.  In  the  winter  20  tons 
of  hay  are  delivered  each  month. 
Blue  ribbons  won  at  shows  as  far 
away  as  Edmonton,  Alberta  hang  in 
the  lambing  barn.  The  enterprise 
includes  an  on-site  shop  retailing 
yarn,  $30  hand-knit  hats  and  $325 
hand-knit  sweaters. 

Claiming  farm  losses  on  their  tax 
returns  has  brought  the  IRS  down  on 
the  couple  twice.  Auditors  camped 
out  at  their  accountant's  office  for 
three  days  at  a  stretch  over  the 
course  of  each  three-month  ordeal. 
They  reviewed  every  check,  the  farm 
ledger,  travel  logs,  invoices,  corre- 
spondence with  other  farms,  atten- 
dance records  at  sheep  shows  and 
phone  biUs.  The  Pichlers  got  their 
deduction,  but  the  iRS  made  them 
pay  in  nonmonetary  ways.  Though 
the  auditors  couldn't  find  one  dollar 
of  deductions  to  disallow,  the  experi- 


Margrit  and  Albrecht 
Pichler  of 
Morehouse  Farms 
Don't  try  this 
unless  you  want  to 
get  up  at  4:30. 


ence  was  immensely  costly  to  th« 
Pichlers  in  time  and  adrenaline. 

The  Pichlers  got  their  first  sheef 
in  1983,  six  years  after  buying  tho 
land  and  three  buildings,  including  ; 
four-bedroom  house,  for  $65,000 
Originally  they  were  weekenders 
Margrit,  now  52,  co-owned  a  small 
graphics  design  firm  in  Manhattan 
Albrecht,  now  57,  was — and  is- 
partner  in  a  2 5 -person  architectura 
firm,  with  a  six-figure  income.  The^ 
loved  the  country.  Their  weekend; 
began  to  include  Fridays  anc 
Mondays.  "We  thought,  Tf  only  w« 
could  stay  here  and  somehow  make  ; 
living,'  "  says  Margrit. 

At  the  time  much  of  the  land  wa; 
overgrown  and  the  barns  were 
falling  apart.  But  the  property  hac 
already  appreciated,  and  they  tool 
out  a  $100,000  home  equit}'  loan 
mainly  using  the  money  to  clear  anc 
fence  pasture,  fix  the  barns  and  turr 
a  chicken  coop  into  an  apartment  foi 
a  caretaker. 

Why  sheep?  "Horses  I'm  not  par 
ticularly  fond  of  Cows  can  be  intim 
idating.  Sheep  seemed  very  manage 
able  for  someone  without  a  farming 
background.  They're  not  that  mucl 
bigger  than  dogs,"  says  Margrit.  She 
figured  the  fluffy  beasts  would  pro 
vide  not  one,  but  two  forms  o 
income — wool  and  meat. 

They  bought  four  merinos  frorr 
the  winning  flock  at  the  Harrisburg 
Pa.  livestock  exposition  for  $80C 
that  summer.  Merinos  grow  the 
finest  wool,  almost  as  soft  as  cash 
mere.  At  the  time  merino  woo 
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It  is  more  than  the  world's  preeminent  financial  services  firm. 
It  is  a  vision  of  the  future. 

A  future  where  all  your  financial  needs  will  be  met. 
Where  you  will  have  the  best  minds  in  the  business  working  for  you. 
And  the  most  resources  to  draw  upon. 

It  is  a  vision  of  a  future  where  change  will  be  embraced. 
Where  knowledge  will  be  revered.  Where  uncertainty  will  become 
the  very  basis  of  opportunity. 

Introducing  a  financial  services  firm  with  the  global  strength 
to  make  that  vision  a  reality.  Not  a  few  years  from  now.  Today. 

Today,  vision  has  a  name. 


MORGAN  STANLEY,  DEAN  WITTER,  DISCOVER  &  CO. 
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■  -hed  .$2  a  pound. 

There  was  a  way  to  get  as  much  as 
$20  a  pound,  however.  Hand  spin- 
ners were  paying  $8  a  pound  for 
higher-grade  material.  Then  there 
was  a  government  handout.  To 
encourage  wool  production  (most 
wool  is  imported  from  Australia), 
Uncle  Sam,  at  tlie  time,  paid,  on 
average,  an  additional  150%  of  the 
market  price.  For  the  Pichlers  that 
meant  $20  per  pound  of  fleece. 

They  spent  $40  on  an  ad  in  Spin- 
Off  magazine  advertising  that  they 
had  high-grade  merino  for  sale. 
They  also  worked  on  the  breeding 
side  of  the  business,  buying  a 
$25,000  trailer  and  trekking  to 
sheep  shows  on  weekends. 

Two  years  later  the  price  of  ordi- 
nary merino  fleece  shot  up  to  $4. 
This  was  a  boon  to  the  Pichlers  even 
though  they  were  getting  much 
more  for  their  wool.  Suddenly  the 
big  ranchers  out  West,  who  had  pre- 
viously sold  only  meat,  were  interest- 
ed in  wool.  The  Pichlers,  whose 
flock  was  sired  by  champion  stud 
rams  they  had  imported  from 
Australia,  couldn't  keep  up  with 
demand  over  the  next  few  years. 
They  shipped  rams  and  semen  all 
over  the  country. 

Margrit  sold  out  her  graphics  art 
partnership  and  began  living  at  the 
farm  fijU  time  in  1992.  Into  the 
property  went  the  $100,000  from 
the  sale  of  the  partnership  interest 
and  their  Manhattan  co-op. 

Then  Murphy's  Law  overtook 
them.  The  government  eliminatecl 


the  wool  subsidy,  prices  sank  to 
1970s  levels  and  demand  for  cham- 
pion ram  semen  dried  up.  Seven 
pregnant  ewes  were  killed  by  neigh- 
bors' dogs.  A  stud  ram  died  from  a 
reaction  to  penicillin. 

Fortunately  Albrecht  had  kept  his 
job  as  an  architect.  He  was  able  to 
cut  one  day  a  week  off  his  five -hour 
round-trip  commute  by  working 
from  the  farm  on  Fridays. 

The  Pichlers  have  dropped  the 
hand-spinning  market,  because  the 
small,  meticulously  clean  parts  of 
fleeces  the  spinners  demanded  left 
behind  too  much  waste.  But  neither 
are  they  willing  to  sell  to  carding 
mills  at  the  current  $1.88  per  pound. 
Instead  of  selling  raw  wool  they 
decided  to  sell  yarn,  hiring  mills  to 
scour,  card  and  spin  the  wool  for 
$12  a  pound.  Add  that  to  the  $16  it 
costs  to  grow  the  fleece,  and  they 
still  made  good  money  selling  the 
yarn  for  $62  per  pound. 

Besides  the  shop  on  the  farm,  they 
have  booths  at  two  farmers'  markets 
in  New  York  City  three  days  a  week. 


Pichlers'  yai 
and  sweatei 
shop 
Vertical 
integratior 


and  they  have  a  mail-order  busine: 
with  11,000  names.  They  sell  laml 
to  Muslims,  restaurants  and  farmer 
market  customers. 

In  case  the  iRS  is  still  interestec 
we  can  report  that  the  job  is  not  a 
fiin.  The  Pichlers  get  up  at  4:30  a.n 
to  get  to  the  farmers'  markets.  La; 
year  the  farm  lost  $87,000  on  rev 
enues  of  $95,000.  But  that  wi 
before  the  retail  operations  wer 
fiilly  in  place.  This  year  the  Pichlci 
expect  to  get  into  the  black  b 
increasing  their  presence  at  the  farn- 
ers'  markets  and  attending  New  Yor 
City  craft  shows.  Meanwhile,  th 
losses  remain  deductible  froi 
Albrecht's  architect  income. 

The  Pichlers  figure  their  real  estat 
is  worth  double  the  $250,000  the 
have  invested  in  it.  "People  stop  her 
all  the  time  and  say  how  beautifial 
is,"  says  Margrit,  looking  out  o 
peacocks  strolling  the  lawn  an 
ducks  paddling  in  the  pond.  The 
could  have  done  better  in  stock; 
But  you  don't  get  much  psychi 
pleasure  from  a  stock  portfolio. 


Hobby  losses 

So  THE  CATTLE  RANCH 

attached  to  your  weekend 
home  lost  money  last 
year.>  Apart  from  the 
property  taxes,  which  can 
be  claimed  as  a  personal 
deduction  in  any  event, 
you  can't  deduct  the  loss 
against  other  income 
unless  you  can  shovv'  that 
the  primary  motive  in 
having  the  farm  was  to 
make  money.  Lots  of  luck. 

There  are  various  ways 
to  do  that.  One  is  to  have 


run  a  profit  on  tlie  farm  in 
three  years  out  of  the  last 
five  (for  racehorses,  two 
out  of  seven  will  do). 
Another  method  is  to 
show  your  intentions  \vith 
your  behavior,  for  exam- 
ple, by  switching  from 
unsuccessfiji  products, 
hiring  a  marketing  consul- 
tant or  producing  a  con- 
vincing business  plan.  It 
also  helps  if  you  can  show 
losses  were  caused  by 
unexpected  events.  "The 
distinction  between  a  farm 


and  a  hobby  is  intention," 
says  Ned  H.  Howe,  an 
accountant  in  Hudson, 
N.Y.  "That's  an  intangi- 
ble, and  it's  hard 
to  measure." 

Here's  another  out. 
According  to  a  1989 
precedent  involving  a 
Connecticut  taxpayer, 
intent  to  profit  someday 
by  selling  land  to  a  devel- 
oper may  suffice  to  rescue 
a  farm  that  is  otherwise  a 
chronic  moneyloser  from 
the  hobby  category. 


If  you  do  get  classified 
as  a  hobbyist,  you  have 
the  worst  of  two  worlds: 
You  have  to  report  all  the 
revenue  as  taxable 
income,  but  it's  next  to 
impossible  to  claim 
expenses.  Deductions  are 
limited  to  revenues  minus 
property  taxes.  Then  they 
get  tossed  in  a  basket  for 
"miscellaneous  deduc- 
tions," allowable  only  to 
the  extent  they  exceed  2% 
of  adjusted  gross  income. 

-M.B.G.  ■ 
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If  you  want  an  inflation  hedge,  you  don't  have  to  own  gold  bullion.  Be  creative. 
Look  into  other  natural  resources,  like  palladium  and  coal. 

All  that  glitters  is  not  golcP 


Coal  strip-mining  in  Wyoming 

Not  as  profitable  as  making  microcliips.  But  arguably  more  inflation-proof. 


By  William  Greca 

Gold  is  just  an  insurance  policy. 

That  has  been  the  standard  line  of 
reasoning  in  favor  of  putting  a  small 
portion  of  your  portfolio  in  gold  bul- 
lion or  gold  mining  shares.  You  aren't 
betting  heavily  on  runaway  inflation, 
the  way  goldbugs  did  in  the  1970s; 
you  are  just  buying  a  little  protection 
in  case  inflation  comes  back. 

Trouble  with  this  insurance  policy: 
People  who  adopted  it  have  been  dis- 
illusioned. Some  rode  gold  down 
from  its  high  of  $850  an  ounce  in 
1980  to  a  recent  $340.  Others  spec- 
ulated on  mining  stocks  like  Bre-X. 
But  don't  give  up.  There  are  a  lot  of 
other  natural  resources  that  could 
serve  as  inflation  hedges.  If  you  own 
companies  that  produce  resources, 
you  can  profit  even  without  any 
resurgence  in  inflation. 

Leanne  Baker,  a  metals  analyst  for 
Salomon  Brothers,  likes  Stillwater 
Mining,  a  little-followed  U.S.  com- 
pany that  mines  high-grade  palladium 
and  platinum  in  Montana.  Stillwater, 
which  went  public  in  1994,  has  had 
its  troubles.  Internal  conflicts  led  to 
the  recent  departure  of  its  chief  exec- 
utive and  several  board  members. 
Stillwater's  mine  was  originally  too 
small  to  be  economically  viable,  and 
the  company  has  so  far  lost  money. 

But  Baker  expects  a  turnaround  in 
the  second  half  of  the  year.  Using 
cash  from  its  public  offering,  the 
company  has  expanded  its  mine,  and 
is  now  set  to  double  its  production  to 
2,000  tons  of  ore  a  day.  Operating 
costs  have  dropped,  from  $125  per 
ton  in  1995  to  $110  in  1996,  and 
should  soon  fall  below  $100. 

Stillwater  should  also  benefit  from 
rising  prices  for  palladium,  which  is 
used  in  computers  and  in  batteries  for 
mobile  telephones.  Two-thirds  of  the 
world's  palladium  supply  comes  from 
Russia,  but  much  of  that  has  been 
drawn  from  inventory.  With  global 


stockpiles  being  rapidly  depleted. 
Baker  predicts  a  "fairly  explosive" 
move  in  palladium  prices  from  the 
current  $173  an  ounce.  If  she's  right 
about  that,  she  will  probably  be  right 
that  Stillwater's  stock  will  double  in 
the  next  year. 

Andrew  Smith,  a  precious  metals 
analyst  at  Union  Bank  of  Switzerland, 
is  skeptical  about  holding  any  one 
commodity  or  even  commodity  pro- 
ducer for  a  long  time.  "Malthus,"  he 
explains,  "was  wrong."  But  he  is  will- 
ing to  make  cyclical  bets,  and  the  one 
he  favors  is  silver.  "You're  looking  for 
commodities  that  could  give  you  a 
huge  bang  for  your  buck  and  don't 
have  much  downside,"  says  he. 

Silver,  he  reasons,  is  unlikely  to  fall 
much  lower,  having  already  tumbled 
from  $50  an  ounce  in  1980  to  a 
recent  $5.  For  the  past  decade,  global 
inventories  of  silver  have  dropped.  If 
demand  remains  strong,  particularly 
in  emerging  markets,  the  shortfall  in 
supply  should  eventually  boost  prices. 


One  way  to  play  silver  is  to  buy 
shares  in  Industrias  Penoles,  a  Mexi- 
can blue  chip  that  is  the  world'^ 
largest  silver  producer  at  1,700  ton;- 
a  year.  Another  option  is  Coeur  d'Alenc 
Mines,  a  small  Idaho-based  outfit 
that  produced  9  million  ounces  last 
year.  The  company  owns  a  low-cost 
silver  and  gold  mine  in  Nevada,  and 
has  interests  in  silver  and  gold  mines 
in  Chile  and  New  Zealand. 

Robert  Davis,  head  of  global  com- 
modities research  at  ING  Barings,  is  a 
fan  of  RJB  Mining,  an  English  coal 
miner.  This  stock  is  out  of  favor,  to 
put  it  mildly.  At  a  recent  $6.97  (U.S. 
equivalent),  it  trades  at  six  times  earn- 
ings. The  problem:  rjb's  contracts 
with  powerhouses  will  expire  ini 
1998,  and  future  contracts  arel 
expected  to  be  far  less  lucrative.  But 
insiders  at  the  company  seem  to  think 
that  even  in  these  circumstances,  six 
times  earnings  is  too  cheap.  Last  year 
RJB  bought  back  10%  of  its  stock. 

For  a  domestic  energy  play,  con- 
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IVssets  in  the  ground 


Company/primary  business 

recent 

— Price   l\ 

—52-week— 
high  low 

/larket 
value 
($mil) 

P/E' 

EPS 

1997 
est 

Yield 

Coeur  d'Alene  Mines/silver  &  gold 

$13.50 

$22.50 

$13.13 

$296 

NM 

$-0.32 

1.1% 

De  Beers/diamonds 

35.57 

37.82 

27.82  13,526 

12 

3.52 

3.0 

Gencor/diversified  mining 

4.17 

4.63 

298 

6,241 

15 

0.29 

1.4 

Grupo  Mexico/copper,  zinc  &  lead 

3.35 

3.94 

2.64 

1,924 

7 

0.48 

0.0 

Industrias  Penoles  SA/silver  &  zinc 

4.49 

5.23 

3.23 

1,825 

13 

0.39 

3.5 

Minsur  SA/tin 

4.09 

4.15 

3.36 

226 

18 

0.39 

1.5 

RJB  Mining/coal 

6.97 

9.46 

5.81 

1,016 

5 

1.40 

5.9 

Stillwater  IVIining/platinum  &  palladium 

21.00 

29.63 

14.88 

424 

NM 

0.15 

0.0 

Zeigler  Coal  Holding/coal 

24.50 

27.88 

12.50 

695 

12 

2.39 

1.2 

'Based  on  latest  fiscal  earnings.  NM:  Not  meaningful. 

Sources:  IBES  Express:  Standard  S  Poor's:  ING  Barings:  Bloomberg  Financial  Markets:  Forbes. 

Looking  for  an 
inflation  hedge? 
These  natural 
resource  producers 
offer  exposure  to 
everything  from 
zinc  to  diamonds. 


ider  Zeigler  Coal  Holding,  which 
ligs  steam  coal  in  Illinois,  Kentucky, 
)hio,  Virginia  and  Wyoming.  Kath- 
jcn  Walton,  a  coal  and  titanium  ana- 
yst  at  Merrill  Lynch,  expects  Zeigler 
|o  thrive  as  coal  consumption  increas- 
s  over  the  next  decade.  Walton  likes 
he  fact  that  Zeigler  has  extensive 
eserves  of  low  sulfur  coal,  which  is 
kely  to  become  more  popular  for 
nvironmental  reasons. 


Here's  a  carbon  play  with  a  little 
more  sparkle:  De  Beers,  the  world's 
largest  producer  of  diamonds. 
Charles  Kernot,  a  natural  resources 
analyst  at  Paribas,  sees  demand  for 
diamonds  surging  in  the  next  few 
years,  not  least  because  the  Tiger 
nations  may  flaunt  their  burgeoning 
wealth.  At  the  same  time,  says 
Kernot,  global  production  of  dia- 
monds is  slowing,  as  mines  close  in 


Russia  and  scale  back  in  Australia. 

De  Beers,  which  controls  about 
three-quarters  of  the  world's  dia- 
mond sales,  is  dominant  enough  to 
ensure  that  diamond  prices  will  keep 
rising.  Says  Kernot,  "They  make  sure 
that  supply  is  just  lower  than  the  level 
of  demand."  De  Beers  currently 
trades  at  the  equivalent  of  $35.57. 
Kernot  expects  it  to  hit  $60  within 
18  months.  H 
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INVESTMEHT  GUIDE 


Don't  be  lulled  by  Nasdaq's  new  order-handling  rules. 
Nasdaq  spreads  can  still  kill  you. 

Why  traders  die  broke 


By  Gretchen  Morgenson 

PictureTel  isn't  exacdy  obscure. 
The  company  is  a  leader  in  video- 
conferencing equipment;  it  has  12 
analysts  following  it;  and  the  stock 
trades  an  average  of  486,000  shares 
a  day.  So  why  is  it  so  costly  to  get  in 
and  out.^ 
On  an 
uneventfial 
trading  day 
in  April  die 
spread 
between 
die  bid  and 
the  ask  was 
a  stunning 
5.5%.  If 
you  want  to 
trade  diis  stock 
you  have  to  wait  for 
it  to  go  up  5.5%  just 
to  break  even. 

PictureTel  has 
company,  as  you 
can  see  in  the 
table  on  page 
248.  All  these 
Nasdaq  stocks 
are  heavily 
traded;  how- 
ever, on  that 
day  in  April, 
they  carried 
bid/ask  spreads 
topping  2%. 

What's  the  point  of 
shaving  a  few  dollars  off  your  com- 
missions if  you  are  going  to  get 
killed  on  the  spreads  anyway? 
Discount  brokers,  it  must  be  noted, 
are  not  sympathetic  about  your 
plight.  The  largest  discount  broker, 
Charles  Schwab  &  Co.,  owns  a  large 
over-the-counter  marketmaker, 
Mayer  &  Schweitzer.  When  you  take 
a  trade  in  Vivus  or  Medaphis  Corp. 
to  Schwab,  Mayer  &  Schweitzer  usu- 
ally pockets  the  spread. 

Spreads  between  the  bid  price 


(what  you  receive  when  you  sell  your 
stock)  and  the  ask  (what  you  must 
pay  to  buy)  have  a  way  of  coming 
out  much  fatter  on  Nasdaq  than  on 
the  New  York  and  American  stock 
exchanges.  Wasn't  the  recent  SEC- 


mandated  reform  supposed  to 
change  all  this.>  It  did,  but  only  up  to 
a  point.  Although  spreads  have  nar- 
rowed by  30%  on  some  of  the  larger 
Nasdaq  stocks  like  Intel  and 
Microsoft,  overall  spreads  there  are 
sdll  much  higher.  In  April  the  aver- 
age Nasdaq  national  market  stock 
carried  a  spread  of  45  cents.  That's 
double  the  AMEX's  23  cents  and  the 
NYSE's  19  cents. 

This  problem  is  compounded  by 
the  fact  that  on  Nasdaq  it  is  tough  to 


keep  the  middleman,  or  marketmak 
er,  from  getting  in  the  middle  o 
your  trade  and  taking  his  piece.  Yoi 
can  avoid  that  on  the  NYSE  and  th> 
AMEX,  and  indeed  that  is  what  happen 
80%  of  the  time  on  those  exchanges. 

Example 
Exxon  i 
quoted  by  thi 
Big  Boarc 
specialist  a 
575^  to  I 
you  must  sel 
1,000  share 
immediately 
you  hit  thi 
bid.  Eigh 
times  out  of  ten 
the  person  buyinj 
your  stock  will  be 
public  investor;  the  othe 
times,  the  specialist  pay 
you  the  S7%  per  share  ano 
takes  the  stock  into 
inventory.  Conversel), 
if  you  are  in  a  buyinj 
panic,  you  gral 
1,000  shares  at  th. 
asked  price  of  57% 
But  you  don' 
have  to  trade  thi 
way.  You  have  th' 
right  to  place  a  so 
called  limit  orde 
smack  in  the  middle  a 
57%.  In  that  case  you 
order  sits  and  waits.  Say  you  an 
buying.  If  a  seller  willing  to  tat 
your  price  comes  along,  the  1,00< 
shares  change  hands  automaticall) 
Brokers  on  both  sides  make  thei 
usual  commissions.  The  specialis 
usually  makes  no  commission  ano 
never  the  spread.  Why  should  he 
He  took  no  risk,  and  the  work  wa 
done  by  a  computer. 

As  we  said,  this  is  the  usual  way  o 
doing  business  on  the  floors  of  th' 
New  York  and  the  American  stocl 
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Ironically,  some  of  the  business 
practices  that  are  designed  to  save  you 
money  can  actually  put  your  bottom  line 
at  risk.  For  example,  outsourcing  can 
lead  you  to  utilize  vendors  that  may  not 
be  integrated  into  your  loss  pr  evention 
program.  Consolidation  has  eliminated 
redundancy,  and  for  those  utilizing  Just 
In  Time  Production,  there's  no  inventory 
if  your  manufacturing  system  happens 
to  shut  down.  And  just  where  does  that 
leave  your  product?  Off  the  shelves. 


IT  LOOKS  EVEN  SCARIER 
On  A  BALANCE  SHEET. 


The  key  to  global  risk  management  in 
this  business  environment,  then,  is  a 
partner  who  offers  expertise  in  helping 
customers  manage  risk.  A  partner  such 
as  Allendale  Insurance.  We  can  measure 
and  quantify  exposure  in  places  you 
didn't  even  know  you  were  vulnerable. 
And  with  offices  and  partners  around 
the  worid,  we  can  help  advise  you  on 
local  regulations  and  conditions.  Equally 
important,  we  can  do  all  of  this  cost 
effectively.  Because  as  devastating  as 
a  catastrophic  fire  is  in  person,  it  can 
be  just  as  devastating  on  paper. 


©1997,  Allendale  Insurance,  P.O.  Box  7500, 
Johnston,  Rhode  Island  02919 


spreads  like  tiiese,  who  needs  a  bear  market? 


■  CO'mpany/bu^                                           ■  . 

Recent 

Average  daily 

Spread 

.^ice*;  '■ 

volume 

as  %  of 

-■f;  (shares) 

bid  price* 

PictureTel/visual  comrriunication  equipment 

S% 

11 

486,000 

5.5% 

Legato  Systems/network  software 

•11% 

19 

495,200 

4.3 

Loehmann's/clothing  r*^ldi!er 

7 

10 

912,300 

3.7 

Zitei/memory  chips 

14!^ 

NM 

1  ^73  son 

3.5 

viucoscrvcr/iicivvu'    v^uipiiicr  uuiiwaic 

13% 

16 

515  100 

2.9 

Sequus  Pharmaceuticais/liposome  manufacturing 

S'A 

NM 

565,700 

2.9 

Leasing  Solutio;-.s/communications  equipment  leases 

8 

688,700 

2.7 

Corporate  Express/otfice  products  retailer 

% 

55 

1,476,000 

2.7 

Medaphis/hospitai  accounting  services 

5 

NM 

1,119,600 

2.6 

Rexali  Sundown/vitamins 

2VA 

25 

512,900 

2.4 

Brooktrout  Technology/communications  hardware,  software 

m 

17 

587,700 

2.4 

Vivus/pharmaceuticals 

43 

NM 

1,050,200 

2.4 

Aspect  Telecommunications/call  processing 

16% 

20 

497,800 

2.3 

Vitesse  Semiconductor/semiconductors 

28 

44 

772,100 

2.2 

Allied  Waste  Industries/waste  management 

11% 

NM 

563,700 

2.2 

Rational  Software/software 

12 

NM 

2,161,200 

2.1 

*AsofApr.  22.  NM:  Not  meaningful. 
Source  Bridge  Data^ 


Trading  costs 
remain  a  problen 
in  some  Nasdaq 
stocks,  even 
those  that  trade 
fairly  frequently, 
like  these. 
Traders  beware. 


exchanges.  On  Nasdaq,  it's  been  the 
exception. 

As  of  July  over-the-counter  mar- 
ketmakers  in  700  of  Nasdaq's  5,500 
stocks  will  be  obliged  to  display  pub- 
licly investors'  limit  orders  priced  at 
or  better  than  the  market  if  the  mar- 
ketmaker  chooses  not  to  execute  the 
order  immediately.  Therefore,  if 
you're  a  buyer,  your  order  will  either 
be  filled  immediately  or  will  be  dis- 
played openly  so  that  anyone  inter- 
ested in  selling  the  stock  to  you  at 
your  price  can  do  so.  Ditto  if  you're 
selling. 

What  about  the  other  4,800 
stocks.'  On  these,  marketmakers  will 
continue  to  collect  their  pound  of 
flesh  until  they  are  phased  in,  it  is 
hoped,  by  the  end  of  1997.  At  that 
point — if  you  specify  clearly  that  you 
want  to  place  a  limit  order — it  will  be 
posted. 

Place  a  blank-check  market  order 
and  you  pay  whatever  spread  the 
traffic  will  bear.  Do  this  only  if  you 
absolutely  must  get  in  or  out 
immediately. 

Why  does  any  Nasdaq  stock  still 
carry  a  wide  spread?  Dean  Furbush, 
chief  economist  at  the  National 
Association  of  Securities  Dealers 
(nasd),  has  three  excuses.  The  first  is 
that  larger  spreads  are  justified  on 
higher-priced  stocks.  Okay,  but 
many  stocks  with  wide  spreads  are 
priced  at  $20  or  less. 

Second   reason:  volatility.    If  a 


stock  moves  around  a  lot,  the  mar- 
ketmaker  who  buys  and  sells  from 
investors  has  a  greater  risk  of  losing 
money  effecting  those  trades  than 
he  does  if  a  stock  trades  in  a  fairly 
narrow  range. 

Third,  slim  volume.  If  a  stock  does 
not  trade  a  lot,  says  Furbush,  the 
marketmaker  needs  a  better  spread 
to  compensate  him  for  holding  the 
shares  in  inventory  for  a  compara- 
tively long  time. 

Furbush  brags  about  the  new  low 
spreads  as  if  it  were  Nasdaq's  idea  to 
implement  the  order-handling  rules. 
In  fact,  the  rules  were  forced  on 
Nasdaq  by  the  SEC,  when  it  sued  the 
NASD  in  1996  for  having  treated 
small  investors  unfairly  for  decades. 
Even  after  a  year  of  "reform,"  the 
Nasdaq  market  has  a  long  way  to  go 
before  it's  an  efficient,  inexpensive 
place  for  investors  to  trade  stocks. 

Over-the-counter  stocks  are  fine 
for  the  buy-and-hold  investor.  Active 
traders,  though,  must  be  extra  vigi- 
lant. Here's  some  advice: 

■  Don't  assume  that  just  because  a 
spread  was  one -eighth  yesterday,  it 
won't  be  three-eighths  tomorrow. 
Spreads  vary  from  day  to  day,  even 
from  hour  to  hour. 

■  If  you're  pitched  an  over-the- 
counter  stock  by  a  broker,  ask  what 
its  spread  is  as  a  percentage  of  the 
bid  price.  If  it's  greater  than  1%, 
that's  high.  If  you're  interested  in 
cutting  your  trading  costs,  stick  with 


stocks  listed  on  the  exchanges  c 
with  Nasdaq  stocks  that  trade  wii 
one-eighth  spreads. 

■  On  stocks  with  wider  spread 
don't  trade  through  a  discount  brc 
ker.  Even  if  the  new  order-handlir 
system  works  beautifiilly,  you  w 
still  be  better  off  placing  your  orde 
to  buy  and  sell  through  a  full-servic 
broker  willing  to  watch  over  yoi 
order  and  "work"  it  if  the  marki 
moves  against  you.  Discount  brc 
kers,  as  order-takers,  are  less  incline 
to  follow  an  order  through  to  mat 
sure  it  gets  executed  at  a  better-thai 
market  price. 

■  Steer  clear  of  bucket  shop  broke 
claiming  to  sell  o-t-c  stocks  on 
no-commission  basis.  Those  gir 
are  not  in  business  for  your  healtl 
A  hefty  spread  usually  lurks  i 
stocks  sold  this  way.  You  won't  sc 
it  on  your  trade  confirmatici 
because  it  is  not,  strictly  speaking, 
commission. 

■  Be  especially  cautious  before  goin 
into  high-multiple  technology  stocl 
and  momentum  plays.  Note  that 
lot  of  the  offending  spreads  in  th 
table  are  on  hot  stocks  of  this  t\'p 
These  stocks  are  very  popular  amon 
individual  investors.  Not  only  at 
these  stocks  expensive  on  a  valuatic 
basis,  they  are  costly  to  buy  and  sel 
It's  easy  to  forget  this  after  so  mar 
years  of  a  steadily  rising  stock  ma 
ket,  but  these  are  t\vo  very  sure  wa; 
to  go  broke.  ■ 
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iKE  BETTER  CONTROL  OF  YOUR  INVESTMEMT  PECISIOMS  WITH 

The  FORBES  Stock 
Market  Course 


?ry  investor  should  own  The  Forbes  Stock 
irket  Course,  the  practical  handbook  that 
vides  the  goals  of  today's  smartest 
estors  —  and  the  strategies  they  use  to 
ch  them. 


PARTIAL  LIST  OF  TOPICS 


to  choose  a  broker —  Broker  commissions — How  to  place 
rder  —  Sources  of  information  —  Market  patterns  (how  to 
t  stock  market  movement)  —  Dollar-cost  averaging  — 
ng  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
idexes:  tfie  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
I  Js  and  preferred  stocks  —  Derivatives  including  options  — 
to  read  a  company's  financial  statement —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two  special 
bonus  gifts:  The  Forbes  80-Year  Wall  Chart  of  Business  and 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment  Terms. 

The  Course  describes  the  risk  level  of  various  investments  and 
helps  you  find  your  own  "comfort  level"  of  risk  and  reward.  Two 
sample  ponfolios,  one  for  a  retirement  hind  and  one  for  the 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  work. 

How  much  time  do  you  want  to  spend  on  your  investments?  The  Course 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buying  low 
and  seUing  high  —  a  method  requiring  close  attention.  It  also  outhnes  how 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  appreci- 
ation to  produce  a  return.  Each  technique  is  fully  explained  in  this  time- 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drive  the 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  and  the 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  an  entire 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take  better 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight  "read- 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  comes  in  a 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  and  more 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  far  less 
than  investment  courses  at  local  colleges,  which  cost  as  much  as  $400 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you're  not 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


^RDER  Form 
ND  Guarantee 


Iplease  printl 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course  ...  plus 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  and  the 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  credit  card 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  within  ten 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext  725 

n  Check  for  $89.50  enclosed*     ]  Charge  my  credit  card 
□  Amex   □  MasterCard    f  l  Visa   □  Diners  Club 


RESS 


Name: 


STATE 


ZIP 


Number: 


Exp.  Date: 


♦Buyers  in  New  York  City  add  8  1/4%  sales  rax-  orher  NY,  C^A,  and  IL  as  required  hy  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 
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Discounters  can  save  you  money.  They  can  also  cost 
you.  Hazards  to  watch  for  if  you  go  the  discount  route. 

Pound-foolish 

By  James  M.  Clash  and  Maura  Smith 


According  io  the  Securities  Indus- 
try Association,  14.5%  of  retail  bro- 
kerage commissions  now  go  to  dis- 
counters, up  from  1.3%  in  1980. 
Discounting  has  made  Charles 
Schwab  a  household  name. 

Discount  brokers  like  Schwab, 
Fidelity  and  Quick  &  Reilly  offer 
more  dian  just  reduced  commissions. 
They  have  fewer  potential  conflicts  of 
interest  than  hall-service  brokers  who 
also  underwrite  securities  for  invest- 
ment banking  clients. 

But  there  are  subtle  differences 
among  the  discount  firms.  Olde  Dis- 
count, for  instance,  calls  itself  a  "hill- 
service  discount  broker."  That  lets  it 
recommend  to  clients  favored  stocks 
in  which  it  trades  for  its  own  account 
(see  box,  p.  252).  In  these  stocks  Olde 
can  make  a  nice  profit  on  the  spread 
between  bid  and  asked  prices,  a 
spread  that  can  greatly  increase  the 
cost  of  buying  and  selling  for  unwary 
investors. 

In  a  sense  it  is  a  hazard  doing  busi- 
ness with  any  discount  broker,  even  the 
best  of  diem,  when  you  buy  or  sell  on 
Nasdaq.  Spreads  on  the  New  York  and 
American  stock  exchanges  are  not  a 
problem;  they  rarely  exceed  one-eighth 
of  a  point.  Even  then,  you  can  often 
get  a  trade  done  in  between  the  bid 
and  ask,  in  this  case  at  one-sixteenth. 

But  on  Nasdaq,  spreads  can  be 
three-quarters  of  a  point  or 
higher  (see  story,  p.  246).  Cus- 
tomers who  use  market  orders  to 
buy  and  sell  Nasdaq  stocks — 
when  you  don't  specify  a  price, 
you  get  the  current  market  on 
your  trade — eat  the  spread. 

If  you  do  business  with  a  full- 
service  broker  and  make  an  offer 
somewhere  in  between  the  bid 
and  the  ask,  there's  a  good 
chance  you  will  thus  shave  the 
spread.  But  your  chance  of  shav- 
ing the  spread  at  a  discount 
broker  has  been  minimal.  This 


Richard  Petrulis  and  fool's  gold 

He  claims  Lombard  oversold  Bre-X. 


may  change  with  o-t-c  order- handling 
rules  now  being  phased  in.  Under 
these  rules,  firms  buying  and  selling 
stock  for  customers  who  want  a  cer- 
tain price  for  their  stock — a  limit 
order — will  have  to  put  trades  in  at 
that  price.  As  of  July,  this  will  be  true 
with  700  of  5,500  Nasdaq  stocks.  On 
the  other  4,800,  limit  orders  will  still 
likely  languish,  unexecuted.  The 
National  Association  of  Securities 


Comparison  shopping 


—  Commission  

100  shares  1,000  shares 

$30      $50         $30  $50 


Fidelity 

Merrill  Lynch 
Olde  Discount 
Charles  Schwab 
National  Discount' 


$54.00 
85.50 
40.00 
55.00 
12.00 


$54.0 
105.0 
40.0 
55.0 
12.0 


$165.50 
483,00 
125.00 
166.00 
12.00 


$209.50 
598.50 
125.00 
210.00 
12.00 


'On-line  Me:  prices  good  through  June  30. 


You  can  save  big  on  commissions  at  discounters 
(more  on-line),  but  what  about  hidden  costs? 


Dealers  hopes  to  have  all  Nasda( 
stocks  phased  in  by  year-end. 

At  a  discounter,  therefore,  yoi 
might  save  on  commissions,  but  pa 
higher  prices  for  the  over-the-counte 
stocks  you  buy. 

Do  some  math:  If  you  buj 
through  a  discounter  500  shares  of  i 
$50  stock  with  a  one-half-poin| 
spread,  at  the  market  you'll  pay  comj 
missions  plus  another  $250.  A  full| 
service  firm  working  the  trade  coul(| 
eliminate  $125  of  that  spread,  if  no 
more.  For  this  reason  a  full-servic< 
broker  could  sometimes  be  lesi 
expensive  than  a  discounter. 

Why  aren't  discounters  interesteo 
in  helping  to  get  your  Nasdaq  tradei 
done  between  the  spread?  Becausi 
that's  where  they  make  their  rea 
money.  Big  firms — like  Schwab 
Fidelity,  National  Discount  Brokers- 
have  related  market-making  opera 
tions  that  profit  on  spreads  in  th( 
stocks  they  trade.  If  you're  a  Schwal 
customer,  for  example,  the  outfit  exej 
cuting  your  over-the-counter  trade  il 
Mayer  &  Schweitzer.  M&s  make 
money  buying  shares  of  Intel  fron 
customers  at,  say,  156X  and  sellinj 
them  to  you  at  IS6%.  All  day.  If  yoii 
try  to  get  in  between  that  spread,  yoil 
are  suddenly  in  competition  witl 
your  broker  for  his  profits. 

Schwab's  Mayer  &  Schweitzer  doe 
5%  of  all  Nasdaq  trades.  In  1996  ii 
was  fined  $75,000  for  trading  ahea* 
of  its  customers  when  prices  wen 
falling,  meaning  Schwab  gave  itsel 
better  prices  on  its  market-makinj 
trades  than  it  gave  customers.  Schwal 
fired  one  person  involved. 

According  to  the  NASD,  Schwab  alsc 
failed  to  document  customers'  stopi 
loss  orders.  These  orders  essentialll 
guarantee  that  a  customer  will  gei 
out  of  a  stock  in  a  falling  market 
Say  a  stock  is  trading  at  43  and  ; 
customer  puts  in  a  sell  order  witl 
a  $40  stop.  When  the  stock  hiti 
40,  the  customer's  order  autoi 
matically  becomes  a  market  orde; 
and  is  executed  immediately  ai 
the  prevailing  market  price. 

In  its  defense,  Schwab  said  ii 
wasn't  aware  that  it  had  done  any| 
tiling  wrong  and  promised  to  instil 
tute  safeguards  against  such  thing 
happening  in  the  fiiture.  Last  Jul 
Schwab's  subsidiary  was  agaii 
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More  than  4  million  Americans  suffer  from  Alzheimer's, 
a  degenerative  brain  disease  that  attacks  victims'  minds  and 
leaves  them  unable  to  care  for  themselves.  There  is  no  cure, 
but  there  is  hope.  The  New  England  Journal  of  Median 
recently    published    a   study    that   concluded  that 

'  ' '  ^^^^  \  That's  one  reason 

why  the  Archer  Daniels  Midland  Company  is  continually 
expanding  its  vitamin  E  production.  Because  we  know 
you'd  give  anything  for  a  loved  one  to  have  more  time... 
to  just  be  herself. 


ression 


ADM  HAS  THE  CAPACITY  TO 


SUPPLY  450  MILLION  PEOPLE 


WITH  THE  RDA  OF  VITAMIN  E 


r  k  e  t 


ADM 


To  find  out  more  about  vitarnin  E  visit  our  website:  www.admworld.com 


INUEST^)^ 


lined  by  tlic  NASD  because  it  had  quoted 
stocks  in  its  system  at  bids  and  asks 
exceeding  "parameters  for  the  maxi- 
mum allowable  spread."  That  maxi- 
mum is  5%^$50  on  a  $1,000  order. 

Though  most  discount  brokers 
simply  execute  your  orders,  some 
push  stocks— and  you  should  be  wary 
in  such  cases.  Cr)nsider  a  case  against 
a  discounter  filed  last  month  with  the 
NASD.  It  involves  Lombard  Institu- 
tional Brokerage,  a  subsidiary  of 
Dean  Witter,  and  Bre-X  Minerals,  the 
gold-mining  concern  that  has  turned 
into  one  of  the  biggest  frauds  in 
investment  history. 

In  January  1996  Richard  Petrulis, 
a  California  carpenter,  invested  his 
half-million-dollar  inheritance  and 
savings  with  Lombard.  Petrulis 
alleges  in  his  suit  that  he  was  duped 
by  Lombard  employee  Phillip  Flotow 
into  buying  millions  of  dollars'  worth 
of  Bre-X — much  of  it  on  margin — 
which  Flotow  apparently  represented 
as  a  "stock  for  widows  and  orphans." 
And  when  he  wanted  to  sell,  Petrulis 


says,  Flotow  talked  him  out  of  it, 
saying  everything  would  be  fine. 
Petrulis'  suit  alleges  that  Lombard's 
Flotow  went  as  far  as  passing  around 
iron  pyrite  nuggets  in  the  Lombard 
office  to  hype  the  investment. 

Next  thing  you  know,  Bre-X  stock 
is  practically  worthless,  and  Petrulis  is 
out  $522,000.  Petrulis  is  suing  for 
$1.3  million.  An  early  1998  arbitra- 
tion hearing  is  expected.  Flotow,  still 
at  Lombard,  did  not  comment  on  the 
matter,  nor  did  Lombard. 

As  this  shows,  there  arc  discount 
brokers  and  there  are  discount  brokers. 
Some  even  have  rap  sheets  with  the 
NASD  or  state  regulators.  So  do  some 
full-commission  brokers.  Be  sure  to 
call  your  state  regulator  to  ask  for  the 
regulatory  history  of  any  broker  you 
deal  with,  full-service  or  discount. 

Remember,  too,  that  a  discount 
broker  won't  save  you  from  yourself. 
If  you  make  a  mistake,  such  as  selling 
the  wrong  stock  or  the  wrong 
amount  of  it,  your  full-service  broker 
may  absorb  the  error.  Your  discount 


broker  will  not.  And  a  discouii 
broker  will  not  keep  you  fi-om  tradin 
too  frec]uently,  which  a  trustworth 
full -service  rep  will.  | 

The  simple  fact  is  that  som 
investors  need  to  be  protected  again 
themselves.  Excessive  trading  hj 
investors  using  discount  brokers  w; 
the  subject  of  a  1996  study  by  Te 
ranee  Odean  of  the  Haas  School  ( 
Business,  University  of  California 
Berkeley.  Odean  analyzed  10,00 
accounts  at  a  large  discount  broke 
he  found  that,  on  average,  the  stoci 
these  investors  purchased  actual 
underperformed  those  they  sole 
Odean  says  this  may  be  becaus 
investors  using  discounters  are  ove 
confident — they  trade  too  frequenti 
and  the  gains  they  realize  are  le: 
than  what  they  anticipate  and  m: 
not  even  offset  the  costs  of  trading. 

The  moral  of  this  story  is  simpl. 
Unless  you  are  a  hyperactive  trade 
brokerage  commissions  are  only  or 
of  the  factors  you  should  consider  i 
picking  a  broker. 


Olde  churnee  Marcum 
Won  punitive  damages. 


Olde's  "fuU-serdce" 
treatment^ 

Discounters  generally  offer  a 
stripped-down  service,  short  on 
hand-holding  and  advice.  They 
say  that  at  their  low  prices  they 
can't  afford  to  give  advice. 
That's  probably  true.  When  a 
discounter  does  dispense  stock 
tips,  you  should  put  your  I^^Hi 
checkbook  away. 

Consider  the  story  of  Gabriella  Marcum  of  Apopka, 
Fla.  In  March  1994  Marcum  placed  $200,000  of  her 
roughly  $300,000  nest  egg  with  Olde  Discount  Corp. 
Seeking  low- risk,  conservative  securities,  she  told 
broker  Steven  Schween  to  buy  only  U.  S.  Treasury 
bonds  and  preferred  stock  in  blue  chip  companies  such 
as  Citicorp,  Digital  Equipment  and  Ford  Motor. 
Marcum  also  asked  that  her  dividend  checks  go  auto- 
matically into  a  money  market  fi.md  and  that  any  new 
investments  be  authorized  in  advance  by  her. 

Finances  in  order,  Marcum  left  for  Israel  that  April. 
She  returned  to  the  U.S.  in  July,  spending  a  few 
months  in  Minneapolis,  whence  she  wired  her  remain- 
ing savings— $88,000— to  Olde.  Why?  She  had  been 
told  that  her  Olde  money  market  account  was  earning 
4% — more  than  her  savings  account.  Marcum  never 
examined  her  Olde  statements,  which  were  being 


mailed  to  a  friend's  Florida  address. 

Marcum  was  shocked  upon  her  return  to  Florida  in 
October.  When  she  inquired  of  Olde,  she  was  told 
there  was  no  money  market  account  in  her  name.  Fur- 
ther, her  brokerage  account,  with  securities  valued  at 
$388,000,  was  heavily  margined.  "I  didn't  even  know 
what  margin  meant,"  says  Marcum.  "[They]  asked  me 
if  I  knew  that  a  $27,000  trade  had  occurred  on  Tues- 
day or  Wednesday  of  that  week,  and  I  replied  I  didn't.' 

Marcum's  Olde  broker  had  made  more  than 
$1  million  of  unauthorized  trades  in  just  six  months, 
generating  $31,000  in  commissions  and  about  $6,000 
in  margin  interest. 

"My  profile  made  me  an  ideal  target,"  says  Marcum. 
"I'm  a  trusting,  middle-aged  woman,  an  unsophisticatec 
investor  who  was  leaving  the  country  for  an  extended 
period  of  time." 

"The  second  she  left  the  country,  Olde  went  on  a 
trading  spree,"  says  Thomas  Benson,  president  of 
Opus/Portfolio  Analysis,  a  Naples,  Fla. -based  firm 
which  helped  Marcum's  attorney,  Robert  Dyer,  of 
Orlando,  litigate  her  case  against  Olde  in  arbitration. 
Many  of  the  trades  had  gone  into  risky,  small  cap  stock: 
like  PairGain  Technologies,  Xircom  and  Repligen. 

Marcum  won  the  case:  Olde  had  to  pay  compensatory 
damages  of  $210,000  (about  three  times  Marcum's  trad- 
ing losses),  $85,000  of  attorney  fees  and  $150,000  in 
punitive  damages.  Gabriella  Marcum  is  now  dead  set  i 
against  discount  brokers.  Broker  Schween  has  apparendy 
left  the  securities  industry.  -J.M.C.  &  M.S.  ■ 
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If  we  had  'em,  we'd  move  'em. 

■  What  exactly  is  standing  between  Mississippi 
and  the  number  one  spot  on  your  site  list?  We 
want  to  know.  Because,  no  matter  how  insur- 
mountable that  obstacle  might  seem,  there's  a 
very  good  chance  we  can  do  something  about  it. 

■  Call  1-800-340-3323,  and  we'll  tell  you  a  little 
more  about  Mississippi,  our  incentives  and  the 
aggressively  pro-business  environment  we've 
created.  You'll  see  that  with  the  right  attitude, 
just  about  anything  is  possible. 


Mississippi.  We  can  do  that. 


Mississippi  Department  of  Economic  and  Community  Development  •  P.O.  Box  849  •  Jackson,  Mississippi  •  39205  •  http://www.mississippi.org 


■.iixILLii^liZJJJEU 
BROKERS 


At  last— a  reasonably  priced  wrap  account.  How  good  Is  It?  Too  early  to  tell. 


The  1%  wrap 


By  Julie  Androshick 


Si 


Here's  something  we  never  thought 
we'd  see:  a  reasonable  wrap  fee. 
Lockwood  Financial,  in  Malvern,  Pa., 
will  have  your  money  managed  for 
less  than  1%  of  assets  annually.  The 
fee  includes  custodial  work,  portfolio 
management,  tratiing  commissions 
and  Lockwood's  take  as  middleman. 

Lockwood,  in  short,  is  offering  a 
very  fair  deal  to  investors.  This  is  a 
radical  innovation  in  the  brokerage 
business. 

So  how  good  is  it>  First,  what 
exactly  is  a  wrap  account? 

The  concept  is  sound.  A  wrap 
account  is  an  arrangement  with  a 
broker  that  gets  you  the  services  of  a 
professional  money  manager  and  bro- 
kerage services  for  one  all-inclusive 
fee.  The  broker  splits  this  percentage 
annual  fee  with  the  portfoHo  manag- 
er. What's  good  about  it? 

■  You  have  a  qualified  professional 
making  the  decisions. 

■  You  don't  have  to  worrv  that  the 


account  will  be  churned,  since  the 
broker  can't  increase  his  take  by 
trading. 

It  will  give  you  some  idea  of  the 
degree  of  churning  that  goes  on  out 
there  to  hear  what  brokers  consider 
an  appropriate  wrap  fee.  Three  per- 
cent of  assets  annually  is  a  typical 
quote,  although  you  can  get  the  fee 
down  a  bit  if  you  have  a  large  account 
or  you  whine  a  lot. 

What's  wrong  with  3%?  Just  this: 
After  inflation  and  taxes,  you  will  be 
lucky  to  make  5%  from  a  stock  port- 
folio in  an  average  year.  To  let  the 
broker  keep  3%  is  to  let  him  keep  the 
lion's  share  of  your  income.  Still, 
investors  have  committed  $140  bil- 
lion to  wrap  accounts,  mostly  at  hill- 
service  brokerage  firms  like  Merrill 
Lynch  and  Smith  Barney. 

Okay,  back  to  Lockwood,  which 
promises  to  beat  the  high-cost  rap. 
Leonard  Reinhart,  41,  opened  the 
firm  in  the  fall  of  1996  and  has  so  far 


Leonard  Reinhart 
on  his  farm  near 
West  Chester,  Pa. 
Big-town  money 
management 
with  small-town 
fees. 


gathered  $600  milUon.  Reinhart,  as  i 
happens,  pioneered  a  predecessor  o 
wrap  accounts  at  E.F.  Hutton  &  Co 
in  1978,  then  ran  Smith  Barney' 
wrap  program  for  17  years.  "For  ; 
long  time  at  Smith  Barney,  1  didn' 
want  to  see  fees  come  down.  1  was  or 
the  other  side,"  says  Reinhart. 

Lockwood's  fees  total  0.9%  to 
1.3%  of  assets  annually,  depending  fo| 
the  most  part  on  which  stock  pickel 
you  go  with.  That's  even  less  than 
you  pay  at  a  lot  of  big  mutual  funds 
Lipper  Analytical  Services  counts  39 
U.S.  stock  fijnds  with  more  than  $] 
bilUon  in  assets  and  expense  ratio; 
above  1.3%.  Fund  expense  ratios 
moreover,  do  not  include  brokeragfi 
commissions;  Lockwood's  wrap  fee 
does.  Minimum  account  size 
$100,000. 

The  $64  question:  Does  the  cheaf 
price  get  you  cheap  results?  It  will  be 
a  while  before  we  know  whethei 
Lockwood's  stable  of  stock-picking 
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irms,  now  numbering  70,  can  do  as 
veil  as  the  average  mutual  fund.  But 
t's  encouraging  that  he  didn't  have 

0  limit  himself  to  schlock  outfits 
vhen  he  insisted  on  discount  man- 
igement  fees  of  no  higher  than  0.6% 

1  year.  He  persuaded  such  firms  as 
nvesco,  Lazard  Freres  Asset  Man- 
Lgement  and  ids  Portfolio  Manage- 
nent  to  sign  on. 

Lockwood  doesn't  have  any 
nonopoly  on  the  business  of  hag- 
gling with  portfolio  managers  for 
educed  fees. 

Vanguard  Group,  across  the  street 
i-om  Lockwood,  runs  a  huge  fiind 
amily  around  that  proposition.  But 
x>ckwood  has  something  that  mutu- 
J  funds  like  Vanguard  don't:  a  tax 
dvantage. 

If  your  Lockwood  money  manag- 
.  r  sells  a  position  at  a  loss,  it  goes  on 
lichedule  D  of  your  tax  return, 
'^ou're  not  looking  to  lose  money 
vhen  you  buy  stocks,  of  course;  but 
f  you  do  lose  money,  it's  certainly 
lice  to  have  Uncle  Sam  pick  up  part 
i)f  the  tab. 

If  your  money  manager  realizes 
aore  losses  than  gains,  the  net  loss 
an  be  used  to  absorb  any  amount  of 
apital  gains  from  other  activities 
say,  the  $50,000  you  made  selling  a 
acation  home),  plus  up  to  $3,000 
if  your  salary. 

Contrast  the  tax  treatment  of 
unds.  The  only  thing  a  Vanguard 
and  manager  can  do  with  a  net  loss 
i  carry  it  forward  and  hope  he  can 
se  it  someday  inside  the  fund.  He 
an't  pass  the  loss  dirough  to  you. 

Reinhart  says  that  14  of  his  stock 
ickers  aim  to  focus  on  aftertax  per- 
ormance.  That  means  they  will  usu- 
lly  let  winners  ride  and  will  cull 
Dsers  in  order  to  generate  writeoffs 
)r  your  tax  return. 

I  Mind  you,  the  individual  managed 
ccounts  at  Lockwood  are  not  exact- 
personalized  accounts.  For  a  dis- 
ount  fee  on  a  smallish  account  you 
an  expect  not  much  more  than 

•ookie-cutter  stock  picking.  But  so 
hat.'  A  good  investment  is  a  good 
n  estment  regardless  of  where  you 
ve  or  what  your  ethnic  background 
lay  be. 

It's  too  soon  to  judge  the  quality 
f  Lockwood's  management — but  it 
)()ks  promising.  ■ 
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The  Paragon  Collection 


The  final  word  in  character.  OMAS. 


FOUNTAIN  PEN  HOSPITAL 

10  Warren  Street,  New  York,  NY  10007 
Toll  free  800.253. PENS 
Fax  212.227.5916 

Visit,  call,  or  write  for  our  free  pen  catalog. 


Stuttering  didn^t  stop 
Winston  Churchill. 


And  it  need  not  stop  you. 
Self-Therapy  for  the  Stutterer  explains 
how  stutterers  can  help  themselves. 

Ask  for  the  192-page  hoiik  No.  12,  and  please 
enclose  $3.00  for  postage  and  handling. 

1-800-992-9392 


Stuttering 
foundation 
OF  America 

hOKMERL^  >rHEl  H  FOLINLMTION  OF  .AMERICA 

A  Non-Profit  Organisation 
Since  1947 — Helping  Those  Who  Stutter 

P.O.  Box  11749  •  Memphis,  TN  38111-0749 


INVESTMENT  GUIDE 


Are  you  hard-wired  to  be  a  lousy  investor?  Many  people  are— 

but  with  effort  they  can  change  those  bad  circuits,  says  psychologist  Van  Tharp. 

The  saboteur  within 


By  William  Green 


As  A  YOUNG  FIGHTER  PILOT  in  Viet- 
nam, Joseph  Schuchter  felt  invincible. 
Once,  in  1967,  he  flew  through  a 
cloud  of  napalm,  causing  both  his 
engines  to  quit.  He  found  himself 
hurtling  at  500  miles  an  hour  into  a 
hill.  He  reacted  instinctively,  steering 
the  aircraft  upwards  with  his  right 
hand,  hitting  the  ignition  buttons 
with  his  left.  With  a  second  to  spare, 
die  engines  recovered,  and  Schuchter 
soared  to  safety. 


Schuchter's  ability  to  act  without 
thinking  saved  his  hide  in  Vietnam. 
But  when  it  comes  to  investing,  this 
fighter-pilot  mentality  frequently  trips 
him  up.  He  confesses,  "I  could  enter 
a  trade  just  for  the  action,  regardless 
of  whether  it's  logical." 

In  1993  Schuchter,  a  retired  airline 
pilot  from  Loveland,  Colo.,  got 
embroiled  in  an  ill-considered  prop- 
erty development  deal  that  lost  him 
more  than  $1  million.  Recently,  he 


I  Van  Tharp 

I  Master  your  emotions 
I  or  you'll  lose  your  shirt. 


impetuously  plunged 
$250,000  into  the  Vonto 
bel  Eastern  European 
Equity  Fund  after  it  had 
surged  by  72%.  It  has  since 
languished. 

Like  many  other  traders, 
Schuchter,  57,  has  turned 
to  Van  K.  Tharp  of  Raleigh, 
N.C.,  who  coaches  people 
to  control  their  emotions 
and  eliminate  "self-sabotag 
ing"  behavior.  Tharp,  who 
has  a  Ph.D.  in  biological 
psychology  from  the  Uni 
versity  of  Oklahoma,  has 
acted  as  a  high-priced  guid 
ance  counselor  to  thou- 
sands of  amateur  and  pro 
fessional     traders.  His 
three-day   seminars  cost 
$1,595. 

Hokum?  Not  necessarily. 
Look  at  his  graduates:  They 
laud  him  highly.  Portfolio 
managers  at  Webster  Capi- 
tal Management  who  took 
his  course  say  they  have 
consistently  returned  15%  a 
year  and  now  have  $60  mil 
lion  under  management. 
Another  graduate,  David  Mobley  Sr., 
runs  a  hedge  fiind  that  has  had  aver 
age  gains  of  44%  a  year  since  1992. 

Two  dozen  traders,  including 
Schuchter,  flocked  to  Tharp's  most 
recent  seminar  in  Raleigh.  Most 
admitted  that  their  personalities  had 
messed  up  their  investment  returns. 
James  Roemer,  a  commodities  trad- 
ing adviser  in  Raleigh,  uses  his  knowl- 
edge of  meteorology  to  trade  com- 
modities such  as  corn  and  soybeans, 
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THE  PIONEER  IN  FUND  INDEXING 


The  Vanguard  Index  500 
is  just  the  beginning. 

Diversify  With  The  Broadest  Choice 
Of  Index  Funds. 

Many  investors  have  already  learned  the  advantages  of  indexing  through 
Vanguard's  Index  500  fund.  Indexing  is  a  simple,  low  cost  way  to  diversify  your 
portfolio. 

And  although  some  investors  may  think  of  the  Vanguard  Index  500  as  the  only 
index  fund,  it  is  really  just  the  beginning  of  a  whole  world  of  indexing.  You  can 
build  a  diversified,  balanced  portfolio  entirely  of  index  funds. 

Select  large,  midsize  or  small  U.S.  companies.  Expand  into  international 
equities.  Invest  in  the  bond  market  at  a  maturity  that  suits  you.  Or,  consider  index- 
oriented  funds,  specifically  designed  to  minimize  the  impact  of  taxes. 

There  are  Vanguard  index  funds  for  all  your  objectives. 

The  Vanguard  Advantage. 

And  one  fact  is  clear,  low  costs  make  a  difference.  Vanguard  provides  the 


largest  selection  of  index  funds  at  costs  that  are  a  fi'action 
of  the  industry  averages.*  So  more  of  your  Fund's  returns 
can  be  paid  to  you. 

Understanding  Risks. 

Like  all  investments,  index  funds  contain  inherent 
risks,  including  market  volatility  and  interest  rate 
risk.  International  investments  also  have  currency 
and  country  risks.  We  think  the  more  you  know 
about  investing,  the  more  you'll  want  to  know 
about  Vanguard. 


For  your  Indexing  Information  Kit 
call:  1-800-962-5153. 

Visit  us  on  the  Web  at  http://www.vanguard.com 

TH^/feuisuardGROue 

Our  Information  Kit  includes  a  prospectus  with  complete  information,  including  distribution  charges  and  other  expenses.  Please 
read  it  carefully  before  investing.     *Lipper  Analytical  Services,  Inc..  ©1997  THE  VANGUARD  MARKETING  CORP.  DISTRIBUTOR 
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and  he  once  managed  $10  million  for 
investors.  He  had  to  return  their 
money,  he  says,  because  he  couldn't 
handle  the  stress.  His  emotions  still 
get  the  better  of  him.  "I  tend  to 
overtrade  a  lot,"  he  confides.  "It  gets 
very  addicting." 

Scott  Oliver,  an  offshore  money 
manager  and  former  Wall  Street 
stockbroker,  flew  in  from  the 
Cayman  Islands  for  the  seminar.  His 
problem?  He  thinks  too  much. 
Recently,  he  was  about  to  sell  coffee 
short  when  he  started  to  fret  about 
the  commodity's  inventory  levels. 
Paralyzed,  Oliver  waited  while  coffee 
prices  plunged,  just  as  he  had 
predicted. 

Rolf  Sigrist,  who  trades  s&P 
futures  fi-om  his  home  in  Switzerland, 
recalled  losing  a  fortune  in  his  first 
years  of  trading.  His  mortgage  was  so 
big,  he  explains,  that  he  kept  bailing 
out  of  trades  for  fear  of  being  finan- 
cially ruined.  As  soon  as  he  paid 
off  his  debts,  says  Sigrist,  "I 
immediately  started  to  make 
money." 

None  of  this  comes  as  a  sur- 
prise to  Tharp.  Says  he,  "The 
average  person  is  hard-wired  psy- 
chologically to  lose  money  in  the 
markets."  It  is  not  that  difficult, 
he  argues,  to  develop  a  sound 
investment  strategy.  What  is 
tough  is  sticking  with  that  strate- 
gy when  emotions  like  fear,  anger, 
greed  and  jealousy  are  trying  to 
sabotage  you  at  every  turn. 

So,  on  the  first  day  of  the  sem- 
inar, Tharp  had  liis  students  ana- 
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Ray  Kelly 

Ace  trader  sabotaged 
by  17  cups  of  coffee. 


lyze  themselves.  Among  other 
things,  he  instructed  them  to 
imagine  being  ten  times  more 
successful  than  they  are — then 
asked  them  what  fears  are 
holding  them  back.  He  even 
had  them  take  a  written  test 
to  determine  their  level  of 
self-esteem.  "If  you  don't  feel 
A  good  about  yourself,"  he 
explains,  "you'll  drive  money 
away." 

Then  Tharp  presented  his 
techniques  for  controlling 
wayward  emotions.  In  a  series  of 
exercises,  he  got  his  students  to  recall 
a  wrenching  experience.  A  former 
hedge  fiind  manager  conjured  up  an 
image  of  sitting  at  his  computer, 
watching  a  stock  surge  after  he  sold  it 
short.  In  his  vision,  cigar  smoke  filled 
the  air  and  his  fists  were  thumping  on 
his  desk.  Following  Tharp's  instruc- 
tions, he  changed  the  way  he 
breathed,  and  altered  his  posture.  He 
imagined  how  someone  he  admired 
would  handle  the  same  situation.  In 
his  mind,  he  replaced  the  sound  of 
hammering  fists  with  the  sound  of 
classical  music. 

Tharp  also  taught  his  students  to 
use  a  "mental  rehearsal"  technique 
used  by  athletes  like  Jack  Nicklaus, 
who  visualizes  the  flight  of  his  golf 
ball  toward  the  hole  before  taking 
each  shot.  Similarly,  Tharp's  students 
imagined  themselves  trading,  mental- 
ly rehearsing  how  they  would  handle 


investment  disasters  with  cal 
panache. 

Eccentric  as  his  approach  m^ 
sound,  Tharp's  disciples  swear  by  tl| 
results.  Ray  Kelly,  a  successfial  optioi 
and  equities  trader  and  a  foundin 
member  of  the  Chicago  Boar 
Options  Exchange,  says  he  suffere 
from  intense  anxiety  while  managin 
millions  for  other  investors.  / 
Tharp's  suggestion,  he  charted  h 
liquid  intake — which  included  to 
much  alcohol  and  17  cups  of  coffee 
day.  After  private  consultations  wit 
Tharp,  Kelly  also  concluded  that  h 
psychological  problems  stemmc 
from  his  relationship  with  his  alcr 
holic  father. 

Kelly,  50,  now  uses  breathing  exei 
cises,  meditation  and  mental  rehears; 
techniques  to  keep  calm  while  trading 
Says  he,  "My  fears  have  gone  away. 

Thomas  Alongi,  who  trades  cui 
rencies  and  bonds  for  an  Italian  banl 
was  so  impressed  with  Tharp  that  h 
came  to  take  the  seminar  a  secon 


LEFT: 

Thomas  Alongi  meditates 
to  help  his  trading 
"I'm  in  control 
of  my  emotions." 
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ime.  Taking  Tharp's  advice,  he  has 
>een  practicing  yoga  and  meditating, 
nd  has  renounced  coffee.  Tharp  sug- 
:;ests  that  traders  cut  back  their  risks 
)r  avoid  trading  entirely  when  they 
eel  sick,  weary  or  miserable.  So 
>efore  trading  each  day,  Alongi  asks 


himself  how  he  feels.  Says  he,  "I'm  in 
control  of  my  emotions,  not  a  victim 
of  them." 

Okay,  reforming  your  counterpro- 
ductive habits  is  easier  said  than  done. 
Still,  it  couldn't  hurt  to  try — see  the 
box  for  some  starters.  H 


Psych  yourself 

'1 .  Ask  yourself  what  psychological 
tendencies  have  sabotaged  your 
investment  returns.  If  you  don't 
understand  your  patterns,  warns 
Van  Tharp,  you're  doomed  to 
repeat  them.  Are  you,  say,  the  type 
CO  panic  and  sell  into  a  crash  (for 
example,  on  Oct.  19,  1987)?  Be 
lonest  with  yourself. 

A  very  different  failing  is  jumping 
jnto  speeding  bandwagons.  A  lot  of 
jector  hand  customers  do  this, 
3uying  whatever  was  hot  the  year 
before.  It's  a  good  way  to  lose 
noney. 


Rolf  Sigrist 

Winning  a  simulated 
trading  i^ntest 
at  Tharp'»>seminar. 


2.  Don't  be  passive.  There  are 
people  who  hand  over  discretionary 
iccounts  to  brokers  because  they 
ion't  want  to  take  responsibility  for 
A'hatever  happens  to  their  invest- 


ments. Says  Tharp,  "Stop  treating 
your  broker  like  he's  God  when  he's 
basically  a  used-car  salesman." 
Things  don't  just  happen  to  you; 
you  create  your  own  results. 

3.  Write  down  your  beliefs  about 
investing,  then  draw  up  a  detailed 
investment  strategy  based  on  those 
beliefs.  Do  you  intend  to  focus  on 
value  stocks  because  you  think  they 
will  outperform  growth  stocks.^ 

If  so,  specify  your  valuation 
criteria.  Tharp:  "You  have  to  stick 
to  a  plan.  Most  people  don't  even 
have  a  plan." 

4.  List  everything  that  could  go 
wrong  with  your  plan.  Then,  men- 
tally rehearse  how  you  would 
deal  with  these  catastrophes. 
Tharp  knows  one  trader  who  got 
a  call  telling  him  that  his  girl- 
friend had  been  taken  to  the  hos- 
pital. The  trader  raced  to  her 
bedside  without  instructing  his 
broker  to  close  out  his  existing 
positions.  That  day,  he  lost  all  his 
profits  from  the  past  year.  Mental 
rehearsal  prepares  you,  says 
Tharp,  so  you  won't  do  silly 
things  when  disaster  strikes. 

Another  pitfall:  You  plan  to 
hold  your  stocks  for  the  long 
term,  but  you  keep  reading  scary 
articles  that  make  you  think  of 
selling.  "You're  exposed  continu- 
ally to  new  information,"  says 
Tharp.  "Most  of  it  is  useless.  If 
it's  not  part  of  your  plan,  it's 
your  job  to  ignore  it." 

5.  Get  your  excitement  from 
skydiving,  not  from  the  market. 
Tharp  knows  one  thrill-seeker 
who  lost  $2  million  trading 
options,  owed  a  fortune  to  the 
IRS  and  went  broke. 
Before  you  invest,  set  limits  for 
yourself  For  example,  determine 
the  maximum  percentage  of  your 
portfolio  you  will  commit  to  any 
stock.  -W.G.  HI 
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!f  you  are  not  sure  about  a  broker,  maybe  you  ought  to  order  up 
a  copy  of  his  or  her  resume.  You  might  get  a  nasty  shock. 

No  one^s  perfect 


By  Julie  Androshick 


In  a  bull  market  just  about  any- 
body can  be  a  stockbroker.  To  quali- 
fy, an  applicant  must  ideally  be  of 
sound  mind,  must  pass  the  Series  7 
licensing  exam  and  must  be  of  good 
moral  character.  Sort  of. 

The  fact  is  that  there  are  lots  of 
people  out  there  peddling  securities 
whose  records  make  one — shall  we 
say — question  their  trustworthiness. 
Don't  assume  that  a  broker  is  straight 
just  because  he  has  a  license.  Be  espe- 
cially wary  of  cold-calling  brokers 
from  obscure  firms. 

Charles  Gill  is  a  52-year-old  broker 
in  Albuquerque,  N.M.  with  IMS  Secu- 
rities. He  sells  variable  annuities,  lim- 
ited partnerships  and  insurance  to  a 
clientele  that  consists  mostly  of 
retirees.  Should  any  of  those  clients 
check  into  Gill's  Central  Registration 
Depository  record,  which  Gill  says 
almost  none  of  them  do,  they  would 
discover  that  he  spent  two  years  in 
prison  for  trying  to  have  his  ex-wife 
bumped  off.  (The  hit  man  turned  out 
to  be  an  undercover  cop.) 

How  did  Gill  get  a  broker's  license 


with  this  in  his  past.>  A'lichael  Vargon, 
the  deputy  director  of  the  New 
Mexico  Securities  Division,  says: 
"Under  our  statute  we  had  no 
grounds  to  deny  Gill  because  the 
NASD  registered  him." 

What  does  the  National  Associa- 
tion of  Securities  Dealers  say?  The 
plot  was  hatched  in  1985.  If  a  felony 
is  more  than  ten  years  old,  explains 
an  NASD  spokesman,  "we  can't  deny 
entry  simply  because  they're  a  felon. 
It's  up  to  the  state."  Explains  Jackie 
Wadsworth,  Gill's  boss:  "His  crime 
was  not  securities-related." 

Hmm.  But  Gill,  it  turns  out,  does 
not  have  a  spodess  record  as  a  broker, 
either.  He  was  fired  from  the  prede- 
cessor to  Pru-Bache  in  1982  for  set- 
ting up  an  account  under  a  false 
name.  He  was  there  long  enough  to 
sell  what  became  part  of  the  firm's 
notorious  limited  partnerships;  his 
share  of  the  liability  in  the  1993  class 
action  challenging  these  dubious 
deals  was  setded  for  $60,000. 

But  there  is  no  rule  automatically 
bouncing  brokers  with  work-related 


Peter  Antonelli  sets  off  for  work  as  a  broker 
He's  a  former  felon.  But  he  has 
reformed,  he  says. 


black  marks.  The  NASD  and  state  an 
federal  authorities  among  them  fil 
2,400  disciplinary  cases  a  year  againj 
brokers.  If  all  these  brokers  werl 
banned,  there  would  be  lots  of  empt 
desks  around  the  country. 

It's  up  to  customers  to 
check  into  the  files  and 
make  their  own  judg 
ments    (see  box, 
261). 

Jacob  Sobotka 
is  a  49-year-old 
sales  rep  with 
Royal  Alliance 
in  Los  Ange- 
les. A  lawyer 
in  Connecti- 
cut in  1974, 
Sobotka  had 
friends  who 
vandalized  their 
own  restaurant  in 
a  $150,000  insur 


'^*"*amGm,  convict 
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Check  it  out 

To  GET  A  broker's 

Central  Registration 
Depository  record,  or 
CRD,  call  the  National 


Association  of  Securities 
Dealers  at  800-289-9999. 
Or  go  on-line  to 
www.nasdr.com.  You 
can  also  call  your  state's 
securities  regulator.  Or 


call  the  North  American 
Securities  Administrators 
Association  at  202-737- 
0900.  When  you  request 
a  CRD,  have  as  much 
information  as  possible 


ready  about  your  broker: 
full  name,  firm  and 
address.  CRDs  are  free 
from  the  nasd.  The 
states  may  charge  a 
small  fee.  ■ 


ince  fraud.  He  helped  his  clients 
:>rocess  their  claim  and  "allegecily 
ncouraged  a  witness  to  lie  on  the 
itand."  His  clients  were  convicted, 
md  Sobotka  was  indicted  for  mail 
raud,  wire  fraud  and  suborning  per- 
ury.  He  pleaded  to  obstruction  of 
ustice  and  got  a  suspended  sentence. 

Would  you  buy  a  share  of  stock  or 
m  insurance  policy  from  this  guy.>  A 
ot  of  people  did.  After  filing  for 
bankruptcy  in  1979,  Sobotka  moved 
o  Texas.  He  started  selling  insurance, 
-ie  got  NASD  approval  in  1983  and 
tarted  working  on  the  side  as  a 
)roker.  Texas  rejected  Sobotka's 
ipplication  for  a  brokerage  license. 
Te  spent  three  years  appealing  the 
Icnial,  working  all  the  while  as  an 
insurance  agent.  His  appeals  case 
ifailed. 

'  Sobotka  then  went  to  California 
md  began  working  for  Royal  Alliance 
n  1987.  California  is  easier  on  bro- 
kers, and  the  obstruction  of  justice 
:onviction  was  no  problem.  Sobotka 
•  ,e\\s  high-load  annuities  and  mutual 
ji  unds  to  the  tune  of  $10  million  to 
515  million  per  year  and  dabbles  in 
)fFshore  financial  planning  involving 
ax  shelters  in  Britain's  Isle  of  Man. 

Sobotka  says  that  some  of  his 
lients  know  about  his  conviction, 


lets  7  years 
^Jokiii  ex-wife 


but  they  don't  hold  it  against  him. 
Fair  enough,  but  shouldn't  all  of  his 
clients  know  about  his  past.' 

Peter  Antonelli,  a  37-year-old 
broker  in  Garden  City,  N.Y.,  has  two 
felony  convictions — one  for  attempt- 
ed possession  of  a  forged  instrument, 
the  other  for  a  robbery  involving 
assault  and  battery.  After  two  years  at 
the  Fishkill,  N.Y.  state  prison,  he 
owned  and  operated  cabs,  then 
decided  to  become  a  broker.  In  Feb- 
ruary 1995  he  wound  up  cold-calling 
for  Stratton  Oakmont,  a  sleazy  and 
now  defunct  outfit. 

Because  his  conviction  was  less 
than  ten  years  old,  he  was  required  to 
find  a  firm  that  had  a  minimal  com- 
plaint history.  Stratton  obviously 
didn't  qualify.  Antonelli  moved  to 
First  United  Equities,  based  in 
Garden  City,  a  two-year-old  firm. 


flyers  invest- 
ncedtoseven 
^  on  a  Charge 
'  rriurder  his 

"  was  con- 
■argeduhng 

fhe  pain 
former 
I  was  .  . 
''he  Lord." 
Abbots- 


control  --a  ha^.h  f     '°  cof^niiinity 
*hich  a  le^nn  ^        °'  Probatior 

-t^'cleh^h't^  'e\"ce'pfo7f'' 


r:„  "'s  ex-Wife  Shpi' 

I'm  Ifhe  remained  outof  • 

However.  Reese  sp 
seven  years  in 


I  haven't  robhed 
anyone  lately 

It's  already  pretty  easy  for  ex- 
convicts  to  become  stockbrokers.  It 
will  get  a  little  easier  if  the  Securi- 
ties Industry  Association  gets  its 
way.  The  SIA  is  pushing  for  federal 
legislation  that  would  put  the  states 
out  of  the  business  of  deciding  who 
is  qualified  to  be  a  broker. 

Under  present  laws,  28  states, 
the  District  of  Columbia  and 
Puerto  Rico  decide  for  them- 
selves which  brokers  to  regis- 
ter, while  the  other  22— 
including  California  and 
Nevada — automatically  regis- 
ter any  broker  who  does  not 
have  a  disciplinary  history  and 
has  met  the  fairly  lenient  stan- 
dards of  the  National  Association 
of  Securities  Dealers.  The  SIA  pro- 
posal would  make  the  California 
system  national. 


that,  like  Stratton,  specializes  in  bul- 
letin board  stocks.  Antonelli  insists  he 
sticks  to  mainstream  mid-caps  and 
some  blue  chips. 

Antonelli  says  one  new  client 
checked  his  CRD;  they  discussed  his 
felonies,  and  the  client  stayed.  Hey, 
who'd  argue  with  this  guy?  He's  a 
6-foot-4,  300-pound  former  college 
football  player. 

New  York  is  investigating  the  pos- 
sibility of  requiring  brokers  with 
felony  convictions  or  other  serious 
disciplinary  actions  to  volunteer  the 
information  to  new  customers. 

But,  says  Andrew  Kandel,  chief  of 
New  York's  securities  bureau  at  the 
attorney  general's  office:  "Right 
now  the  burden  is  on  the  investor  to 
do  a  background  check  on  their 
broker." 


Florida  is  a  tough  state.  Last  year 
it  got  40,266  applications  for  bro- 
kers' licenses,  all  from  people  who 
had  gotten  by  the  nasd.  The  state 
asked  enough  questions  about 
criminal  convictions  and  other 
problems  to  cause  624  applicants  to 
drop  out.  It  also  denied  4  licenses. 

New  York  is  another  tough  state. 
Craig  Skinner,  in  his  thirties,  served 
nine  years  in  prison  for  robbery,  ped- 
dling drugs  and  attempted  murder. 
Hired  by  Greenway  Capital  Corp.  in 
New  York  City  last  year,  he  won 
NASD  registration  as  a  broker.  But  the 
New  York  authorities  rejected  him 
and  so  he  moved  to  a  job,  cold-call- 
ing, that  doesn't  demand  a  broker's 
license.  He  practices  that  profession 
at  First  Metropolitan  Securities,  a  19- 
year-old  firm  in  New  York  that  does 
a  big  business  flogging  low-priced 
stocks  that  you  can't  find  on  the 
New  York  Stock  Exchange.  Penny 
stocks.!"  Well,  there's  no  law  against 
them.  -J .A.  Hi 
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INVESTMENT  GUIDE 


Never  open  a  brokerage  account  with  a  firm  that  calls  with  a  hot  stock. 
If  you  think  we  are  being  dogmatic  about  cold-calling,  read  about 
these  horror  stories.  They  could  happen  to  you.  - 

On  Sleazy  Street 


By  Gretchen  Morgenson 

When  Louis  Poggi  picked 
up  the  telephone  that  day 
in   June   1995,  Patrick 
Boyce  was  on  the  hne 
again.      Boyce,  from 
Investors  Associates,  had  a 
stock  tip:  Universal  Self- 
Care,   trading  over-the- 
counter  at  3%.  Poggi,  a  New 
Hampshire  father  of  five, 
makes  $45,000  a  year  as  a 
tractor-trailer   driver  for 
Federal  Express  and  had 
bought  stock  only  on  a 
few  occasions. 

"I    said    no,"  Poggi 
recalls.  "I  tell  you  the  guy 
was  like  a  robot.  He  goes 
right  back  into  the  sales  pitch 
again  for  the  third  time.  I  said, 
look,  emphatically,  no,  I  can't  do 
it.  I  don't  know  anything  about  the 
stock."  Poggi  hung  up,  thinking 
Boyce  had  gotten  the  message. 

Pitchman  Boyce  purchased  the 
stock  anyway.  In  a  previous  phone 
call,  he  had  gotten  Poggi's  Social 
Security  number  and  address — all  he 
neecied  to  enter  the  trade.  Poggi  had 
an  account  with  Investors  but  had 
sent  no  money  to  Boyce. 

When  Poggi  found  out  that  he 
now  owned  1 ,000  shares  of  Univer- 
sal Self- Care,  against  his  wishes,  he 
told  Boyce  to  sell  it.  Both  Boyce  and 
his  branch  manager  refijsed  and  pro- 
ceeded to  browbeat  him  for  payment. 

"I  lost  it,"  says  Poggi.  "I  just  broke 
down  crying.  I  mean,  I'm  up  here  in 
New  Hampshire,  these  guys  are 
down  in  New  York  killing  me.  You 
do  this  kind  of  stuff  to  someone  who 
is  your  worst  enemy."  Poggi  com- 
plained to  die  New  Hampshire  secu- 
rities regulators,  who  sued  Investors 
to  revoke  its  license.  After  the  license 
was  revoked  in  April,  Investors  filed  a 
motion  for  reconsideration. 


If  there  were  an  award  for  bucket 
shop  brokerage  of  the  year,  Hacken- 
sack,  N.J.-baseci  Investors  Associates 
would  win  it.  Three  states  have 
revoked  the  firm's  license  and  anoth- 
er 13  are  proceeding  against  it.  Alle- 
gations: unethical  practices,  false  and 
misleading  statements,  fraud.  The 
firm  regularly  stonewalls  regulators, 
refiising  to  honor  subpoenas,  contin- 
uing to  do  business  without  register- 
ing or  in  defiance  of  orders 
to  desist. 

Investors  Associates,  state  regula- 
tors estimate,  has  relieved  customers 
of  at  least  $10  million  in  the  past  two 
years.  Its  tactics  are  pure  boiler  room. 
A  sales  script  recovered  from  a  trash 
bin  at  an  Investors  office  reads,  "My 
prediction  is  in  20  minutes  you'll  get 
a  100%  return  in  the  stock." 


One  Investors  broker  had  30  cu; 
tomer  complaints  lodged  again, 
him.  Was  he  reprimanded?  Nc 
because  none  of  the  complain 
ever  made  it  to  the  Nation. 
Association  of  Securitie 
Dealers,  which  supposedl 
keeps  an  eye  on  brokerag 
firms.  Instead,  they  collecte 
dust  in  a  file  at  an  Investoi 
office.  When  state  regulatoi 
asked  the  firm's  complianc 
officer  about  this  oversigh 
he  said,  'T  have  no  ide 
why  the  guy  is  still  here.'' 
It's  a  never-endin 
battle  against  the  cole 
callers.  They  outnumbe 
and  outmaneuver  th 
cops.  In  its  ten-month 
long  Street  Sweep,  regulatoi 
ft-om  20  states — including  Cor 
necticut,  Illinois,  Utah  and  Califoi 
nia — joined  to  try  to  shutter  th 
worst  of  them  {see  table,  p.  264).  It' 
worse  out  there  than  you  think 
according  to  Mark  Griffin,  presider 
of  the  North  American  Securitie 
Administrators  Association,  whic 
coordinated  the  crackdown. 

Says  Indiana  Securities  Commis 
sioner  Bradley  Skolnik,  "For  thes 
firms,  financial  penalties  are  a  cost  c 
doing  business."  With  mark-up 
pretty  much  whatever  they  please 
crooks  can  afford  to  pay  penalties.  Ii 
a  case  against  Biltmore  Securities 
Skolnik  barred  the  firm  from  sellinj 
any  stocks  other  than  those  listed  oi 
one  of  the  three  major  exchanges 
This  eliminated  almost  all  the  firm' 
business. 

Bull  markets  make  investors  mor 
vulnerable.  They  read  about  killings 
they  want  in  on  the  action.  Andrev 
Kandel,  chief  of  New  York's  Investo 
Protection  &  Securities  Bureau,  say 
that  his  office  recovered  more 
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Forbes    Trinchera  Ranch 


Bring  The  Level  Of  Your  Next 
Meeting  To  New  Heights. 


You  get  a  different  perspective  from  up 
lere,  high  in  the  Southern  Rocicies  of 
[Colorado. You're  in  the  midst  of  250  magnifi- 
;ent  square  miles  known  as  Forbes  Trinchera- 
he  perfect  getaway  from  the  stresses  of  the 
orporate  world. 

Your  accommodations,  which  include  an 
ixperienced  professional  staff  of  fifty,  fit  per- 
ectly  into  the  natural  setting  of  this  property. 

Here,  you're  surrounded  by  majestic  beau- 
y.  Lofty  peaks  scrape  the  blue  Colorado  sky- 
he  highest  reaching  14,345  feet. 

The  air  is  so  clear,  fresh  and  clean  that  you 
eel  invigorated,  revitalized  and  re-generated. 


You  will  accomplish  much  more  at  your  meet- 
ings. 

And  after  work,  there's  play.  More  than 
forty  miles  of  trout  filled  streams.  Miles  of 
trails  to  hike  on  and  discover.  Skeet  shooting. 
Horseback  riding.  And  you're  not  that  far 
from  a  challenging  golf  course. 

Let  our  altitude  give  your  next  meeting  a 
fresher  attitude.  If  you'd  like  a  closer  look,  call 
1-800-FORBES-5. 

Forbes  Trinchera  Ranch 

A  Forbes  Executive  Retreat 


m  JiDE 


fines,  costs  and  penalties  last 
year  than  in  1990  through 
1995    combined.  Com- 
plaints and  inquiries  from 
investors  were  40%  higher 
last  year  than  the  year 
before.    In   a    12 -month 
period  ending  September 
1996 — the  mosi  recent  i'lg- 
ures  available-  ^rate  regu- 
lators     like  Kandel 
brought  7,000  enforce- 
ment  actions  against 
brokerages.  The  NASD  i 
brought  700,  the  Secu- 
rities &  Exchange  Com-  ' 
mission,  100.  For  every 
case  brought,  chances  are 
many  other  victims  swallowed 
their  losses  silently. 

Don't  be  a  willing  victim. 
Information  is  your  best 
friend.  Don't  rely  on  NASD  material. 
You  can  get  a  disciplinary  file  from 
either  a  state  regulatory  agency  or  the 
NASD,  but  the  latter's  file  is  likely  to 
be  very  skimpy.  It  includes  only  arbi- 
tration cases  that  have  been  settled 
and  enforcement  actions  that  have 
been  taken.  State  regulators  also 
supply  information  on  cases  pending 
against  brokers,  as  well  as  customer 
complaints.  And  because  the  nasd 
does  not  recognize  state  sanctions 
against  firms  or  individual  brokers 
when  evaluating  them,  a  broker  or 
firm  could  be  sanctioned  by  15  states. 


and  could  still  have  NASd's  stamp  of 
approval. 

Evasion  of  broker/dealer  registra- 
tion requirements  is  a  new  and  grow- 
ing problem.  Regulators  say  two  of 
the  worst  offenders  are  Meyers  Pol- 
lock Robbins,  with  30  branches,  and 
Investors  Associates,  with  16.  Anoth- 
er is  Toluca  Pacific,  with  1 1  branch- 
es. They  are  basically  franchisors  who 
let  out  their  names  to  independent, 
thinly  capitalized  operators.  One 
Meyers  Pollock  franchisee  bought  his 
operation  with  an  $85,000  loan  on 
which  he  paid  $30,000  in  annual 


Wall  Street's  Hall  of  Shame 

Here  are  the  worst  brokerages  in  America,  singled  out 

by  state  securities  regulators  in  tiieir  recent  enforcement  actions. 

if  a  broker  calls  you  from  one  of  these  firms,  hang  up. 

Investors  Associates 


Hackensack,  N.J. 
Branches:  16 


Meyers  Pollock  Robbins  Inc. 
New  York,  N.Y. 
Branches:  30 

Duke  &  Co.  Inc. 
New  York,  N.Y. 
Branches:  1 

Biltmore  Securities  inc. 
Fort  Lauderdale,  Fia. 
Branches:  3 


First  United  Equities  Corp. 
Garden  City,  N.Y. 
Branches: 1 

LT  Lawrence  &  Co. 
New  York,  N.Y. 
Branches:  1 

Toluca  Pacific  Securities  Corp. 
Toluca  Lake,  Calif. 
Branches:  11 


interest.  A  branch  manager  tol 
investigators:  "Getting  regis 
tered  as  a  broker/dealer  i 
too  expensive  and  difficull 
so  we  set  up  independen 
franchises." 

Brokerage  firms  ar 
supposed  to  tell  th 
NASD  about  custome 
complaints.  Sometime 
they  don't.  Investors  Asso 
ciates  had  no  complaint 
on  file  with  the  nasd  for 
particular  branch  officq 
but   examiners  foun^ 
over  300  complaints  ai 
the  branch  during  theii 
sweep. 

Even  the  file  of  301 
was  incomplete,  ai 
employee  explained 
because  "somebody  brok< 
into  the  branch  and  stole  the  cusi 
tomer  complaint  file."  Some  90%  o 
the  complaints  alleged  unauthorize(| 
trading. 

The  12  firms  targeted  in  the  lat 
May  sweep  all  use  unregistered  cold 
callers  to  locate  victims  and  bring  ii 
registered  brokers  (like  Patrid 
Boyce)  only  to  close  a  sale.  A  branct 
of  Meyers  Pollock  had  90  phon< 
banks  all  selling  one  illiquid  stoci 
from  a  list  that  included  Creativ« 
Medical  Development,  Princetor 
Dental  Management  Corp.  anc 
SmartServe  Online,  Inc.  A  branch': 
phone  records  showed  1  millior 
phone  calls  made  in  a  month. 

The  scripts  these  frenzied  phone 
callers  use  would  be  hilarious  if  the] 
did  not  do  so  much  damage.  Script 
ed  answer  at  First  United  Equitie; 
Corp.  to  a  prospective  investor  whc 
says  he's  not  in  the  mood  to  invest 
"That's  what  my  wife  said  last  night 
You  know  what?  This  morning  she 
thanked  me." 

Or  this:  A  prospect  asks  for  a 
report  on  the  company  being 
pitched.  The  cold-caller,  without 
losing  a  beat,  responds:  "When 
Columbus  discovered  America,  he 
didn't  send  a  report  until  he  actually 
saw  the  land.  At  that  point  it  was 
history." 

Now  you  see  why  we  say,  never, 
ever,  ever  buy  a  stock  pitched  over 
the  phone  from  someone  you  do 
not  know. 


264 


Forbes  ■  June  16,  1997 


E  ADVERTISERS  APPEARING 
THIS  EDITION  OF  FORBES 


Advertisers  are  listed  by  number  Siniply  circle  the  number(s)  on  the 
attached  post-paid  card  of  the  advertiser(s)  you're  interested  in.  If  the  card 


9ULD  LIKE  TO  SEND  YOU 

)RE  INFORM  AT  ION  ABOUT  ^^^^^i^S'  circle  the  number(s)  on  this  page  and  mail  it  to  Forbes  Reader 
EIR  PRODUCTS/SERVICES        Sendee  Center,  650  South  Clark,  Chicago,  IL  60605-9912  or  fax  it  to  312-922-3165. 


AREA  DEVELOPMENT 


California  Trade  &  Commerce  Agency 

1-800-326-2606  or  http://commerce.ca.gov 
IVIississippi  Department  Economic  and 
Community  Development 
Virginia  Economic  Development  Partnership 

804-371-8202  or  fax  804-786-1121 


BUSINESS  TO  BUSINESS 


Johnson  Controls 
LG  Group 

The  Southern  Company  www.southernco.com* 
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Fax  attached  card  or  form  to 
312-922-3165 


18.  E*TRADE  Securities,  Inc.  1-800-STOCKS-3 
www.etrade.com 

19.  GT  Global,  Inc.  1-800-2-GLOBAL 

20.  Jack  White  &  Company 

21.  JANUS  FUNDS.  Call  1-800-525-8983,  ext.  467 

22.  Muhlenkamp  &  Co.,  Inc. 

23.  OLDE  Discount  Stockbrokers 
1-800-USA-OLDE 

24.  Prudential  Investments 

25.  Republic  National  Bank 

26.  T.  Rowe  Price  Equity  Income  Fund 
1-800-541-8366  http://www.troweprice.com 

27.  Templeton  Developing  Markets  Trust 
1-800-342-FUND  ext.  T386. 


COMPUTER/TECHNOLOGY 


28.  Data  General  Corporation 

29.  NORTEL  Enterprise  Networks  — 
Northern  Telecom 

30.  PLATINUM  technology,  inc. 

31.  Ricoh  Corporation 

32.  Toshiba  Computer  Systems  Division 


CONSUMER  PRODUCTS/SERVICES 


33.  Acorn  1-800-727-3325 

34.  Acura 

35.  American  Society  of  Interior  Designers 

36.  Aurora.  By  Oldsmobile.  Its  distinctive 
style  and  250-hp  V8  performance  stand 
out  from  the  crowd.  Call  1-800-718-7778. 

37.  BMW...you,  the  car  and  the  ultimate 
driving  experience...it's  a  great  thing!  For 
more  information  call  1-800-334-4BMW 
or  visit  our  web  site  at  www.bmwusa.com. 


38.  Cadillac  Motor  Division 

39.  Canon  For  more  information,  call 
1-800-GK-CANON  or  visit  us  on  the  Web 
at  http://www.usa.canon.com 

40.  Chevrolet  Car  1-800-950-2438 

41.  Countrywide  Home  Loans  l-800-Easy-877 

42.  Davidoff  of  Geneva 

43.  Fountain  Pen  Hospital  1-800-253-PENS 

44.  Hilton  Hotels  Corporation 

45.  Lincoln  Town  Car  1-800-446-8888 

46.  Mandarin  Oriental,  San  Francisco 

47.  DAG 

48.  The  Oriental  Bangkok 

49.  The  Men's  Store  at  Saks  Fifth  Avenue 

Visit  www.dreamshop.com/saksfifthavenue 


INSURANCE  GUIDE  1  997 


50.  American  General  Corporation 

1-800-AGC-llll 

51.  CIGNA  www.cigna.com 

52.  The  Cincinnati  Insurance  Companies 
www.cinfin.com 

53.  The  Guardian  Life  Insurance  Company 
of  America  www.theguardian.com 

54.  Nationwide  The  Best  of  America's 
Variable  Annuity  Products 
1-800-BEST-481  www.bestofamerica.com 

55.  The  Principal  Financial  Group 
www.principal.com 

56.  Royal  Insurance 
www.royal-usa.com 

*Calls/Website  Visits  only 
June  16, 1997  offer  expires  September  16, 1997 


NAME 


TITLE 


COMPANY 


ADDRESS 


CITY/STATE/ZIP_ 


TELEPHONE 


Theodore  Wain  ' 

Gateway  2000,  North  Sioux  City,  SD. 
-34.- Married,- 4;clii!dren.\-- 

Talked  out  of  joining  family  cattle 
business.  ^y  ,:faffier.  Le|t  .col;lege  senior  • 
•year  to  s^l'tompute.fmail  order  business' 
in  farmhbuse.  With  $f O,000.start-up  loan 
secucgiitey  grandrTi0ther'5  CD. 


"liverj'body  was,  heading  to  Silicon 
Valle;'.  So  I  picKed  a  cornfield." 

.Qpfounded  Gateway  2000  with  partner, 
iVlil<e  Hammond.  1985.  Direct-market  PC 
seller  and  manufacturer  based  in  South 
Dakota.  First  year  revenues  $100,000. 
Explosive  growth  due  to  low  costs,  fast  ser- 
vice. Expanded  overseas,  1993.  tVlarketing 
coup:  chose  Holstein  as  company  mascot. 

'  It  was  either  the  i'eunily  cow  or 
the  iamily  dog.  'Bunkj''  lost." 

1996  revenues:  $5  billion. 

Started  reading  Forbes  as  a  student 
at  the  University  of  Iowa  in  1984. 


THE  FORBES/BARRA  WALL  STREET  REVIEW 


BY  ERIC  S.  HARDY 


^he  Russell  2000,  an  index  of  small- 
ap  companies,  is  up  only  3%  since 
4ay  1996,  while  the  s&J^  500  climbed 
i  5%  in  those  12  months.  Are  small 
lompanies  going  to  catch  up  with  the 
rig-capitalization  issues?  Perhaps,  but 
ivestors  who  think  the  current  trend 
/ill  continue  should  own  the  Icinds  of 
tocks  in  the  aim  Blue  Chip  Fund, 
und  manager  Jonathan  Schoolar 
I  uys  large  companies  whose  growth 
rospects  exceed  those  of  other  com- 
anies  in  the  same  industry. 

One  example  is  Thermo  Electron 
STYSE,  TMO;  33),  which  was  among  his 
irgest  positions  as  of  Apr.  30. 
'hermo  is  a  holding  company  with 
:akes  in  electronics,  instrumentation, 
ngineering  and  health  care.  Although 

is  priced  at  a  healthy  24  times  trail- 
;ig  earnings,  it  sells  at  a  25%  discount 
D  its  12-month  high. 


Special  focus 


These  outfits  are  expected  to  post  1997 
per-share  earnings  gains  of  at  least  22%,  yet 
trade  at  below-market  multiples.  The  most 
expensive  firm  sells  for  14  times  estimated 
1997  profits.  US  Airways  Group  is  down- 
right cheap:  7  times  its  consensus  1997 
earnings  estimate  of  $5.14  a  share.  But 
then,  airline  profits  are  pretty  volatile. 


High  hopes 


Company 

% 
change 

1997 
est  P/E 

Encore  Wire 

112% 

11 

FiberMark 

51 

9 

lEC  Electronics 

138 

13 

Polio  Tropical 

92 

14 

Steel  of  West  Virginia 

167 

10 

Synthetic  Industries 

72 

10 

US  Airways  Group 

96 

7 

Winsloew  Furniture 

22 

9 

The  overall  market 


4600 
4200 
3800 
3400 
3000 
2600 


The  Barra  All-US  price  index  as  of  5/23/97 

Market  value:  $9,371.0  billion 
P/E;  21.2 

P/E  minus  negative  EPS:  19.3 
P'ice/book:  3.1 
Yield:  1.7% 


12-month  closeup 


'87    '88    '89    '90    '91    '92    '93    '94    '95   '96  '97 


JJ   ASONDJ  FMAM 

'96  '97 

mmsmmmmm 


Closeup  on  the  markets 


%  change  from 


The  best  and  worst  performing  stocks 


J 


Index  or  investment 

  2-week  change  — 

  1  year  ago 

5-year  high 

Barra  All-US  Index 

2.8% 

17.5% 

0.0% 

S&P/Barra  Growth  index* 

3.0 

30.1 

0.0 

S&P/Barra  Value  index^ 

2.3 

19.6 

0.0 

Dow  tones  industrials 

2.5 

27.5 

0.0 

S&P  500 

2.7 

24.8 

0.0 

NYSE 

2.6 

21.0 

0.0 

Nasdaq 

4.1 

11.4 

0.0 

PSE  Tech  100' 

3.1 

24.1 

0.0 

EAFE' 

3.3 

9.0 

-0.1 

CRB  futures  index^^ 

0.7 

-2.2 

-4.0 

Gold*'  (Comex  spot) 

-1.6 

-12.2 

-17.4 

Yen"  (per  $US) 

-3.7 

7.2 

-9.7 

Oil  (W  Texas  Intermediate) 

4.2 

-1.6 

-20.0 

2-week 

1997 

2-week 

1997 

Best 

Price 

change 

EPS' 

Worst 

Price 

change 

EPS' 

CItrix  Systems 

38  Vi 

99% 

$0.94 

Employee  Solutions 

4^/4 

-34% 

$0.53 

Inbrand 

25Vi 

60 

0.87 

Quality  Dining 

51/4 

-33 

0.51 

Converse 

21 

57 

0.69 

C-Cube  Microsystems 

18 

-32 

1.06 

Keystone  International 

31  Vi 

57 

1.35 

Micron  Electronics 

161/8 

-30 

0.92 

MasTec 

40^/4 

48 

1.68  Innovex 

28^/4 

-28 

2.51^ 

The  best  and  worst  performing  industry  factors^ 


Best 

2-week 
change 

Change 
since 
12/31/96 

Worst 

2-week 
change 

Change  | 
since  | 
12/31/96  1 

Tobacco 

10.7% 

13.6% 

Precious  metals 

-44% 

-2.3%  ^ 

Trucking 

7.9 

49,7 

Cosmetics 

-2.9 

16.5 

Forest  products 

7.8 

15.0 

Water  transport 

-2.6 

14.5 

Paper 

6.9 

19.6 

Pollution  control 

-1.7 

-1.9 

Railroads 

6.8 

15.6 

Hotels,  restaurants 

-1,2 

12.9 

Source:  IBES  Express. 


Dte;  Data  for  period  ending  5/23/97.  The  Barra  All-US  price  index  consists  of  all  publicly  traded  U.S.  common  stocks  for  which  price  quotations  are  available  and  ordinary  shares  of  foreign  stocks  traded  on 
,S.  markets.  ADRs,  REITs  and  closed-end  funds  are  excluded.  'Total  return  of  more  than  150  large-capitalization  stocks  that  have  high  historical  earnings  growth  and  have  predicted  above-average  earnings 
owth.  'Total  return  of  more  than  300  large-capitalization  stocks  characterized  by  low  price-to-book  ratios,  high  yields  and  low  price-to-earnings  ratios.  'A  price-weighted  index  of  100  widely  followed  U.S. 
jchnology  stocks.  Base  value  12/31/82  =  50  (adjusted).  'A  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  Source:  Morgan  Stanley  Capital  International.  ^Indc"  of  21 
Immodity  futures.  'Source:  Bridge-Commodity  Research  Bureau.  'Estimate.  Source:  IBES  Express.  "Shows  return  after  controlling  for  other  influences,  including  company  size,  value  and  growth  characteristics, 
lulti-industry  firms  have  proportional  contributions  in  two  or  more  groups.  Principal  source:  Barra,  Inc.,  Berkeley,  Calif. 
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FSBiii/SBES  mm  m  foreign  earninos  forecasts 


market  valuations 


mi 

iffiiative  to 

Country 

est  P/E 

3-i'!  avgP/E 

Venezuela 

3 

0.22 

India 

10 

0.54 

Japan 

36 

0.68 

Philippines 

12 

0.71 

Pakistan 

9 

0.73 

China 

19 

2.18 

Greece 

13 

1.75 

Finland 

14 

1.54 

Portugal 

18 

1.42 

Netherlands 

18 

1.38 

IBES  estimate  revision  index 

EAFE ''estimate  increases  to  decreases 

1.50 


1.00 


0.00 


0.50  I 


JJASONDJFMAM 
1996  1997 


Forecasting  the  EAFE^ 

%  change 
Estimated       current  est 
Year       P/E       vs  3  months  ago 

Expected 
year-to-year 
EPS  growth 

1996"  26.4 

-6  % 

14.8% 

1997  21.2 

-1 

24.8 

1998  19.0 

-11 

11.7 

1997  country  estimates 

Rising  estimates 

Falling  estimates 

Sri  Lanka 

Switzerland 

Netherlands 

Germany 

Portugal 

Thailand 
^  China 
^^.dAl^    New  Zealand  JhL 
Australia 
Spain 

'Actual. 

BY  JOHH  H.  CHRISTY 


According  to  iBES  International,  analysts  expect  25%  earn- 
ings growth  for  Morgan  Stanley  Capital  International's 
EAFE  index,  which  tracks  1,100  foreign  stocks.  Europe 
looks  particularly  strong,  with  earnings  estimates  for 
Swiss,  Dutch  and  German  firms  on  the  rise. 

China,  selling  for  more  than  twice  its  historical 
price/earnings  multiple,  is  the  world's  most  expensive 
market.  Southern  Europe  also  looks  pricey:  Greece  and 
Portugal  both  have  average  p/es  at  least  40%  higher  than 


their  norm  over  the  past  five  years  (see  table,  top  left). 

Heydon  Traub,  a  principal  at  Boston- based  State  Stree 
Global  Advisors,  is  bullish  on  Japan.  With  a  1997  price 
to-earnings  multiple  of  36,  Japan  may  sound  expensive  t< 
U.S.  investors;  but  based  on  1997  forecasts,  Japan  sell 
for  just  68%  of  its  historic  multiple.  "On  a  price-to-cash 
flow  basis  Japan  is  cheaper  than  the  U.S.,"  notes  Traub. 

Traub  also  likes  South  Korea  (see  story,  p.  234).  H 
thinks  earnings,  now  at  depressed  levels,  could  nearl 
double  over  the  next  year. 


Who's  hot 


Greatest  increase  in  estimates  over  the  past  three  months 


Ticker 

Company/country 

Business 

1996 
EPS 

499?  EPS  estitnate 
recent    3-month  change 

P/E 

Recent 
price 

3-month 
price  change 

VOLVY 

Volvo/Sweden 

automobiles 

$1.42 

$2.39 

44% 

11 

27^/8 

11% 

CSNNY 

CSN'/Brazil 

steel 

3.55 

3.50 

25 

10 

33 '74 

-7 

SPM/B 

Saga  Petroleum/Norway 

oil  &  gas 

1.39 

1.38 

22 

13 

18 

10 

PIO 

Pioneer  Electronic/Japan 

consumer  electronics 

0.13 

0.30 

20 

74 

22 '/4 

18 

CHR 

Chilgener/Chile 

electric  utility 

1.59 

1.97 

18 

14 

28 '/2 

17 

Who's  not^ 


Greatest  decrease  in  estimates  over  the  past  three  months 


Ticker 

Company/country 

Business 

1996 
EPS 

-f997  EPS  estimate 
recent    3-month  change 

P/E 

Recent 
price 

3-month 
price  change 

JCC 

Jilin  Chemical  Industrial/China 

chemicals 

$1.03 

$0.65 

-49% 

25 

16^4 

34% 

KLOFY 

Kloof  Gold  Mining/South  Africa 

gold  mining 

0.21 

0.19 

-44 

35 

6V8 

-25 

ICl 

imperial  Chemical  Industries/UK 

chemicals 

3.30 

3.04 

-23 

17 

521/4 

5 

AKO/A 

Embotelladora  Andina/Chile 

soft  drinks 

0.47 

0.64 

-22 

17 

21^/8 

19 

PLNSY 

Planning  Sciences  Intl/UK 

software  &  svcs 

0.24 

0.28 

-22 

17 

4^4 

-67 

I'VMHV-  ■.'-'PnWililMMIIIBMtWWWIIW'--'"  '"^ifWK 


Note:  Data  for  period  2/21/97  through  5,/21/97.  All  listed  companies  trade  as  American  Depositary  Receipts.  Prices  and  earnings  per  share  are  in  U.S.  dollars.  Earnings  projectioi 
are  consensus  estimates  from  Wall  Street  security  analysts  compiled  by  IBES  Inc.  'The  average  of  the  estimated  price  to  earnings  ratio  over  the  last  five  calendar  years. 
^A  Morgan  Stanley  Capital  International  dollar-denominated  capitalization-weighted  index  of  more  than  1,100  foreign  stocks.  ^CSN's  price  and  earnings  are  per  1,000  share 
Source:  IBES  Inc. 
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Fli&z  can  turn  to  iMzh 

You  THINK  Coca-Coia  is  an  expensive  stock? 
^    Sure  its  p/e  of  45  is  more  than  double  its  earn- 
ings growth  rate.  But  Choke's  valuation  looks  downright 
cheap  next  to  Co  a  Cola  Enterprises  (cce),  the  $12  bil- 
lion (estimated  -  J9/  sales;  soft-drink  botder.  At  a 
recent  19%^  the  mSE-traded  shares  are  trading  at  109 
dmes  trailing  12-month  earnings,  73  times  1997 
estimates. 

Bulls  like  cce  because  it's  the  world's  largest  bot- 
der— distributing  some  60%  of  Coca-Cola's  beverages 
in  the  U.S.  Recent  botder  acquisitions  in  Europe  will 
propel  earnings  growth,  say  CCE  fans. 

Investors  seem  to  forget  that  bottiing  requires  much 
more  capital  than  the  making  of  soft  drinks;  bottiers  are 
highly  sensitive  to  price  wars,  like  the  one  currendy 


Injury-proof 

Simula,  Inc. 
(SMU)  is  the 
world's  top  maker  of 
crash-resistant  seats 
for  the  military.  This 
$99  million  (1997 
estimated  sales)  com- 
pany is  now  expand- 
ing in  the  civilian 
market. 

Stock  is  down  22% 
from  last  year's  highs 
because  it  lost  money 

in  1996 — 76  cents  a   

share.  Two  problems: 
a  change  in  accounting  for  R&D 
costs — Simula  used  to  amortize 
these  costs,  now  it  expenses  them — 
coupled  with  the  price  of  introduc- 
ing new  commercial  products.  The 
NYSE  stock  traded  at  a  recent  16%. 

Value  player  Walter  Schenker  of 
Brook  Asset  Management  likes 
Simula's  8%  convertible  notes,  due 
2004.  The  company  raised  $34.5 
million  in  an  April  offering.  Rising 
traveler  concerns  about  safet}^  makes 
Simula's  expansion  in  the  commer- 
cial marketplace  perfectly  timed. 
Simula,  going  beyond  fa.\  require- 
ments, has  applied  its  military  tech- 
nology to  develop  an  energy- 
absorbing  airplane  seat  that  stays 
firmly  on  the  floor  during  crashes. 
Simula  has  also  come  out  with  an  air 
bag,  called  its,  for  side-impact 
crashes — responsible  for  one-third 
of  all  auto  deaths.  Children  are  at 


less  risk  of  injury  with  its.  All  BMW's 
700  series  cars  will  have  the  ITS 
installed  as  of  this  month.  Installa- 
tion in  other  models  is  scheduled. 

Trading  at  a  recent  $1,090  per 
bond,  the  Simula  converts  have  a 
7.3%  current  yield.  The  bonds  are 
convertible  at  $17.55  on  the 
common,  and  are  not  callable 
for  two  years.  Schenker  thinks 
that  the  company  can  earn  45 
cents  per  share  this  year  and 
$1.25  next.  The  stock  could 
reach  25  within  a  year,  a  55% 
increase.  The  convertibles 
would  participate  in  90%  of 
the  move,  not  counting  inter- 
est earned  on  the  bonds.  But 
if  Simula  stumbles  and  earn- 
ings go  nowhere,  Schenker 
thinks  the  bondholder's 
downside  is  15%,  not  includ- 
ing interest  paid. 


raging  in  U.S.  supermarkets.  Soft-drink  prices  will  be 
down  roughly  3%  this  quarter;  price  cuts  in  the  first 
quarter  brought  a  1.5%  drop  in  revenue  per  case  sold. 
CCE  lost  8  cents  a  share  in  the  first  quarter  of  1997, 
versus  a  loss  of  a  penny  in  the  same  period  last  year. 

CCE's  recent  acquisitions  have  a  cost:  $4.6  billion  in 
borrowings  puts  cce's  debt  at  approximately  85%  of 
total  capitalization.  The  company's  cash  flow  covers 
interest  only  2.6  times,  down  from  3.1  times  in  1995. 
Aftertax  margins  at  ccE  are  less  than  1%. 

Yet  cce's  stock  has  quadrupled  since  1994.  No 
matter  that  free  cash  flow — net  income  plus  deprecia- 
tion and  amortization — is  today  below  that  of  three 
years  ago.  Only  in  today's  market  would  CCE  be  called  a 
growth  stock.  Coke  owns  45%  of  cce's  shares,  but  if 
you  want  to  short  it,  stock  is  borrowable. 


Mo\ie  blues 

LodgeNet  Entertain- 
MENT  (Nasdaq:  lnet),  the 
second-largest  provider  of  in-room 
entertainment  to  the  lodging 
industry,  used  to  be  a  hot  company. 
But  the  shares  of  the  Sioux  Falls, 
S.D. -based  company  lost  38%  of 
their  value  this  year  when  investors 
realized  its  plan  to  supply  on- 
demand  videos  to  apartment 
dwellers  fell  short  of  the  hype. 

The  stock  may  fall  fiirther.  Yes, 
the  company  did  $97  million  in 
sales  last  year,  up  from  $63  million, 
but  the  lodging  market  looks 
tapped  out.  In  the  first  quarter, 
average  occupancy  rates  in  the  hotel 
industry  declined  slighdy;  movie 
buy- rates  dipped  as  well.  The  com- 
pany says  this  is  offset  by  a  rise  in 
movie  prices  to  $8.43  on  average, 
but  how  many  more  price  increases 
will  folks  be  willing  to 
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\y:  Analysts  estimate  the  compa- 
\ 's  installation  backlog  has 
ropped  from  one  year  to  four 
lonths.  Further  growth  will  be 
)ugh,  coming  from  competitors  or 
io\'ie  rentals  in  lower-rent  motels, 
here  guests  typically  don't  splurge 
n  films. 

Highly  leveraged  LodgeNet — debt 
)  total  capitalization  is  65% — can't 
lance  growth  with  internally  gener- 
:ed  cash.  So  it  has  to  keep  raising 
loney.  Difficult,  when  the  compa- 
>^'s  stock  price  has  fallen  below  both 
5  IPO  and  secondary  offering  prices. 

has  a  $100  million  credit  line,  but 
;)me  analysts  reckon  that  LodgeNet 
ill  be  out  of  cash  by  year-end. 
lares  could  drop  from  a  recent  10% 
)  below  5.  If  you  want  to  short  it, 
Kires  are  borrowable. 

f  inflatioii  womes  you... 

Bonds  indexed  to  inflation 
may  be  a  good  bet.  Not  the 
reasurys  introduced  last  January, 
jt  newer,  higher- returning  versions 
sued  by  municipalities. 
Inflation-indexed  bonds  move  up 
■  down  in  yield  based  on  changes 
the  Consumer  Price  Index.  They 
ly  a  variable-rate  coupon  with  a 
^cd  spread  above  CPI  each  year, 
^ith  a  ten-year  bond,  if  inflation 
ached  5% — up  from  a  recent 
5% — just-issued  Treasurys  would 
\vc  a  current  yield  of  8.5%.  Assum- 
g  a  40%  tax  bracket,  your  aftertax 
turn  would  be  5.1%.  Indexed 
unicipal  bonds  would  pay  6.25%, 
;cnipt  from  federal  income  taxes. 
Taxable  Treasurys  have  another 
■oblem:  Any  rise  in  the  bond's 
due,  on  paper,  is  considered  tax- 
ile  income  to  the  holder.  If  infla- 
;)n  picks  up,  you  could  pay 
creased  taxes  on  a  phantom  gain, 
ot  so  with  municipals. 
A\  ailable  now  are  two  Florida 
fcrings,  one  from  Goldman, 
>chs,  another  from  Raymond 
mcs:  a  1 0-year  city  of  Orlando 
-.Lie  pays  1.25  percentage  points 
>  cr  c;pi  and  a  20 -year  city  of  Gulf 
rccze  pays  CPI  plus  1.80  percent- 
!,c  points.  Other  offerings  from 
alifornia  and  New  York  are  in  the 
peline.  Ask  your  broker  to  watch 
ir  them.  Hi 
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Private 
Banking  is  our 
core  business. 


I 


At  Bank  Julius  Baer  private  banking  has 
been  our  core  business  since  1890,  serv- 
ing generations  of  individual  investors. 

You  benefit  therefore  from  the  full 
attention  of  seasoned  experts  focused  on 
your  personal  goal  of  optimal  long-term, 
after-tax  investment  performance. 

International  wealth  management  is  our 
strength.  Personalized  service  is  our  com- 
mitment. For  Julius  Baer  group  expertise, 
please  contact: 

New  York:  Balz  Eggimann  (212)  297  36  00 
Palm  Beach:  Michael  Blank  (561)  659  44  40 
Los  Angeles:  Pius  Kampfen  (310)  286  02  01 
Montreal:  Karel  Nemec  (514)  847  19  00 
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BANK  JULIUS  BAER 

The  Fine  Art  of  Private  Banking 

http://www.juliusbaer.com 


Laucala  Island. 


Vacation  in  a  private  paradise,  as  tropical  and  secluded 
as  a]iy  undiscovered  island.  Visit  Laucala,  a  Forbes 
Magazine  South  Pacific  Property  in  the  Fiji  Isles. 

This  pristine  paradise  offers  the  world's  finest 
scuba  diving  and  snorkeling.  Windsurf.  Sail. 
Play  tennis.  Waterski.  Go  deep-sea  fishing  on 
board  the  island's  private  fishing  boat.  Relax  by 
the  pool.  Do  it  all.  Or  do  nothing  at  all. 

Laucala  is  the  ultimate  vacation  experience  — 
the  finest  ;unenities  without  the  fonnalities.  All 
this  for  just  $2,495  pp  for  8  days  and  7  nights 
(plus  Fiji  tax).  And  that  includes  everything.  With 
its  own  private  mnway  and  daily  scheduled  com- 
inercial  flight,  Laucala  is  tlie  perfect  getaway 

For  more  information, 
caill-800-FORBES-5. 
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THE  MUHLENKAMP  FUND 


'IVfy  mney  is  in  it 
Uf  name  is  on  it!' 


Ron  Muhk'nkamp, 
Fund  Manager 


AVERAGE  ANNUAL  RETURNS  THROUGH 
MARCH  31, 1997 

ONE  YEAR 

25.7% 

THREE  YEAR 

19.6% 

FIVE  YEAR 

16.8% 

SINCE  INCEPTION  1/  s 

14.7% 

>  100%  No  Load   >  IMs  Available 
>  $200  min.  investment 

CAIl  1-800-860-3863 

FOR  A  FREE  PROSPECTUS  AND 
MORE  INFORMATION. 

Muhlenkamp  &  Company,  Inc. 

12300  Perry  llighvva>  •  Wcxlord,  PA  1S()90 
Internet  Address:  http://muliienlvamp.com 

Please  read  the  prospectus  carefully  before  you  invest. 
This  offer  is  made  to  persons  residing  in  jurisdictions 
where  such  offer  can  legally  be  made.  Past  performance 
docs  not  guarantee  future  results.  Fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost. 


\)0  year  old  was  a  lot  older  fifty  years  a| 
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Advances  in  medicine  and  kealtkcare  are  kelpin^  older  people  live  full  er,  m 
active  live?.  Advanced  tKinkin^  of  another  kind  is  kelpin^  affluent  seniors  prese 
Sometking  almost  as  important  as  tk  eir  kealtk,  tk  eir  wea  Itk.  cl  ients  o  f  Manull 
^Financial  were  tke  first  to  kenefit  from  tke  use  of  joint-life  insurance  for  est 
preservation.  And  our  expertise  on  tke  sukject  contin-ues  to  ke  unmatcked. 
changing  witk  a  ckanging  world,  we're  providing  ketter  life  insurance,  annuiti 
401(1?)  pl  ins,  and  mutual  fund  ckoices.  And  tkat's  wkat  makes  us  different.  Ask  yc 
Efinaricial  advisor.  Call  1 -888- MANULIFE.  Or  visit  www.manu  life  .com.  JJiscover  1 
reasons     u    %e're  -mart  company  for  your  tnoney.'^^' 

Manulife  Financi 
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T  .i.'i  k>  o!  i  kc  Manr  facturers  Life  Insurance  Company  antl  are  used  ky  it  and  its  suksidiaries.  Products  not  availakle  in  New 


PORTFOLIO  STRATEGY 

Doit 
yourself 


BY  KENHETH  L.  FISHEIT 


Kenneth  L.  Fisher 
IS  a  Woodside,  Calif.- 
based  money  manager. 
His  third  book  is 
100  Minds  that 
Made  the  Market 


Investors  simply  give  away  too  much 
money — in  needless  fees  for  needless  services. 
For  example,  they  often  pay  advisers  1%  per 
year  to  be  switched  around  among  no-load 
mutual  fiinds,  which  themselves  cost  1.5%  per 
year.  Don't  forget:  Funds  pay  brokerage,  too. 
Fees  on  fees,  plus  fees — all  cutting  into  good 
years  and  bad. 

An  adviser  using  no-load  fiinds  can  easily 
cost  you  3%  of  your  portfolio  every  year.  Then 
come  wrap  programs,  which  are  as  bad.  Here, 
a  broker  picks  a  handfiil  of  specialist  invest- 
ment advisers  and  helps  you  allocate  among 
them.  The  brokers  claim  to  be  market- wise 
consultants  but  they  rarely  add  value. 

The  very  first  wisdom  I  learned  from 
Warren  Buffett,  when  I  was  21,  was  that  3% 
per  year  into  fees  when  stocks  do  10%  in  the 
long  term  starts  you  30%  in  the  hole.  You  net 
7% — bond-like.  My  rule  of  thumb:  Every  1% 
in  fees  means  you  need  to  be  another  10% 
smarter  than  the  market  just  to  keep  up  with 
it.  Nearly  no  one  is  30%  smarter. 

I  have  a  radical  suggestion  but  it  is  a  very 
old  idea:  How  about  picking  your  own  stocks, 
buying  them  through  a  sound  discount  broker 
and  avoiding  heavy  trading?  Just  cut  out  as 
many  of  the  middlemen  as  possible. 

With  even  $100,000  you  can  save  a  lot  of 
these  costs.  If  you  own  about  30  stocks,  you 
can  get  about  85%  of  the  diversification  you 
would  have  with  five  mutual  fiinds.  Do  your 
own  diversifying:  Buy  a  few  foreign  stocks, 

Radical  suggestion  but  a 
very  old  idea:  How  about 
picking  your  own  stocks 
and  cutting  out  as  many  of 
the  middlemen  as  possible.^ 

some  big-cap  value  stocks,  some  big  growth 
stocks  and  a  few  small  stocks.  Shy  of  severe 
bad  luck,  you  will  do  just  as  well  as  with  a 
high-priced  adviser  and  a  handfiil  of  mutual 
fiinds.  And  you  will  save  a  bundle. 

Here  are  some  suggestions  for  a  do-it-your- 
self portfolio: 


If  I'm  right,  that  inflation  picks  up  in 
Europe  in  1998,  Dutch- based  ^4^20  Nobel 
(69,  akzoy)  will  be  a  major  beneficiary.  Its 
chemicals,  coatings,  pharmaceuticals  and 
fibers  are  inflation-sensitive.  You  get  a  4.5% 
dividend,  a  p/e  of  6.  It  is  only  3.7  times  cash 
flow  and  37%  of  revenue.  Potentially  a  $100 
stock,  I  recommended  it  at  58  on  Sept.  9, 
1996,  along  with  Rhdne-Poulenc  (34,  RP)  at 
26,  and  still  like  them  both.  Rhone -Poulenc 
has  never  gotten  the  credit  1  think  it  is  due. 
That  means  I  think  the  stock  has  lots  of  room. 

On  May  19  I  suggested  Ford  (37,  f)  as  part 
of  a  package  of  auto  stocks.  I  like  it  doubly  for 
its  strong  European  exposure.  Its  current 
European  overcapacity  hurts  the  stock,  but 
will  soon  turn  to  production  and  help  it.  At  a 
p/e  of  9,  1.7  times  book  value  and  30%  of 
annual  revenue,  it  is  super  cheap.  It  sports  a 
4.5%  dividend  yield. 

Allstate  (70,  all)  and  Travelers  Group 
(56,  TRV)  let  you  cover  the  nonbank  financial 
services  sector.  They  are  both  huge,  which,  if 
you  have  been  reading  my  columns,  you  know 
I  like  right  now.  They  are  also  cheap  and  have 
the  world  going  their  way.  Allstate  sells  at  13 
times  earnings,  while  Travelers  is  at  15. 

KLM  Royal  Dutch  Airlines  ( 30,  klm),  too, 
should  gain  from  the  economic  acceleration 
starting  in  Europe.  If  it  sells  its  20%  stake  in 
Northwest  Airlines,  this  world-class  outfit 
might  sell  at  50.  It  sports  a  4%  dividend  yield 
and  has  a  p/e  of  11. 

Reader  Jon  Curley  writes  about  my  clunker 
in  an  Apr.  22,  1996  column:  Viacom,  then  41, 
now  30.  Is  it  a  better  bargain  now.'  Or  is 
Sumner  Redstone  just  the  wrong  guy? 

Well,  clearly  I  was  wrong.  And  it  has  had 
lots  of  problems — but  it  is  one  of  the  greatest 
collections  of  brand  names  anywhere  selling  at 
90%  of  revenue  and  90%  of  book  value.  I  will 
stick  with  my  original  $60  fiiture  price  esti- 
mate. It  may  take  longer,  but  it's  now  a  bigger 
potential  gain. 

Several  readers  have  asked  if  my  enthusi- 
asm for  Matsushita  (185,  Mc)  is  dampened 
by  its  rise  since  I  recommended  it  on  Dec.  2, 
1996  at  168.  Not  at  all.  The  numbers  just 
look  big.  It  is  still  very  cheap  with  lots  of 
room  to  run,  and  could  easily  see  350  by 
year-end  1999.  H 
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ident,  chairman,  or  CEO  of  a  global  2000  company,  you're  invited 
to  join  your  peers  at  The  Next  Millennium,  the  1997  Forbes  CEO  Forum 
Jack  Kemp,  Steve  Forbes,  Cap  Weinberger,  Peter  Drucker, 
Arthur  Martinez,  Michael  Dell,  and  many  others  will  be  there  to  welcome  you. 
For  more  information,  call  212-206-5521. 
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In  Association  with: 

Tt»e  Anderson  School  at  UCLA  •  Depadmii  it  of  Wafcjr  and  Power  •  Hill  &  Kncwlton  •  New  Los  Angeles  fWarketing  Partnership  •  Steelcase  Inc.  •  Worldp 


vhere/when 


The  Forbes  CEO  Forum 
June  25-27,1997 
Los  Angeles 

The  Four  Seasons  Hotel,  and 
The  Anderson  School  at  UCLA 

^ho  you^ll  meet 

You'll  attend  keynote  speeches  by  Jack  Kemp  and  Rupert  Murdoch. 
You'll  hear  Cap  Weinberger  on  Geopolitics,  Peter  Drucker  on  the  New  CEO 
Paradigm,  Arthur  Martinez  on  Listening  to  the  Consumer,  Kweisi  Mfume 
on  Business  and  Black  America,  Bob  Allen  on  Weathering  Change, 
and  more.  You'll  also  network  with  scores  of  CEOs  from  Forbes  500 
domestic  and  international  companies. 


Jack  Kemp 

1996  Republican 
Vice  Presidential 
Candidate 


Peter  F.  Drucker 

Clarke  Professor  of 

Social  Science  &  Management 

Claremont  Graduate  School 


Arthur  C.  Martinez 

Ctiairman  &  CEO 
Sears.  Roebuck  &  Co. 


Michael  S.  Dell 

Chairman  &  CEO 

Dell  Computer  Corporation 


lennium 


vhat  yott^ll  leam 


How  emerging  markets  measure  up  when  ranked  by  political  stability 

How  the  EMU  will  affect  European  competitiveness  and  the  relationship 
between  trading  blocs 

How  to  protect  trade  and  intellectual  property  when  going  global 

How  to  master  the  value  chain  by  leveraging  emerging  markets 

M&A  -  How  to  make  synergies  work  after  the  deal  closes 

How  to  keep  your  company  relevant  in  an  era  of  rapid  technological 
advancement  and  change 

Crisis  Management:  How  to  make  the  right  call 

Strategies  for  maintaining  management/labor  peace 

Corporate  America's  role  in  righting  past  wrongs  and  maintaining  core 
social  values 

How  to  use  technology  to  get  closer  to  your  customers 

low  to  get  more  info 

Call:  212-206-5521  Fax:  212-206-5158  e-mail:  ceoforum@forbes.com 
Website:  www.forbes.com/conf/ 


Rupert  Murdoch 

Chairman  &  CEO 

The  News  Corporation  Ltd. 


Steve  Forbes 

President  &  CEO 
Forbes,  Inc.;  Editor-in-Chief 
FORBES  Magazine 


Be  a  bull, 
not  a  sheep 


BY  mSZLO  B 


Laszio  Birinyi  Jr.  is 
president  of 
Birinyi  Associates,  a 
Greenwicti,  Conn.- 
based  financial 
consulting  firm. 


The  stock  market's  recovery  from  its  cor- 
rection is  surprising  and  stunning.  Surprising, 
because  the  prevailing  sentiment  was  that  the 
market  would  go  lower  before  any  rally. 
Stunning  even  to  myself  and  those  few  others 
who  shared  a  bullish  outlook. 

As  I  detailed  in  the  May  19  issue,  things 
were  not  as  bad  as  they  seemed,  and  since  that 
article  I  actually  have  become  more  positive 
on  the  outlook  for  1997.  Two  reasons  for 
this.  The  first  is  that  most  analysts  and 
investors  still  are  not  in  sync  with  this  market, 
and  gloom  rather  than  glee  prevails.  A  few 
commentators  portray  themselves  as  positive, 
but  in  a  hedged,  cautious  way.  For  example, 
one  investment  firm  contends  it  is  positive, 
but  its  year-end  projection  was  for  an  average 
10%  gain.  We  are  already  past  that. 

I  will  be  mercifiil  to  those  sages  who  were 
looking  for  lower  prices  early  in  the  year  but 
now  say  they  were  really  bullish  all  along. 

I  like  the  fact  that  sentiment  continues 
guarded,  cautious  and  concerned.  1  like  it 
when  1  hear  people  say  that  with  the  Dow 
past  7000,  it  can't  go  much  higher.  All  this 
tells  me  we  are  heading  for  a  market  at  levels 
previously  only  dreamed  of. 

Sentiment  continues  to  be  a  plus  because 
the  mantra  is  still  the  same  old  one:  Rally 
coming  in  small  caps,  finished  in  big  caps. 
When  Wall  Street  accepts  the  fact  that  large, 
not  small,  is  beautifiil  and  that  the  market  is 
going  a  lot  higher,  then  I  will  change  my  atti- 
tude. But  it  is  not  happening  and  not  likely  to 
in  the  near  fijture. 

Want  more  reasons  for  liking  big-cap 
stocks?  Try  this  one:  Institutions  are  under- 
performing.  As  of  mid-May  the  average 
growth  mutual  fiind  is  400  basis  points 
behind  the  market.  For  the  growth  guys  this  is 
especially  unacceptable,  as  many  of  the  best 
gains  diis  year  have  been  in  their  names — IBM, 
Compaq,  Dell,  Warner-Lambert.  Given  the 
current  competitive  nature  of  the  mutual  fiand 
business,  the  fijnd  groups  are  surely  going  to 
put  pressure  on  the  managers  to  make  up  the 
gap.  Hence  more  buying  in  the  iBMs, 
Hewlett-Packards  and  Mercks. 

My  target?  For  the  Dow  industrials,  8000  is 


a  reasonable  target  for  1997.  Skeptics  will  no 
that  this  would  mean  three  consecutive  years 
of  unusual  gains  and  that  would  be  without 
precedent.  What's  so  special  about  historical 
precedent?  The  same  historical  approach  also 
suggested  that  the  1990s  would  not  be  goodi 
for  stocks  because  the  1980s  had  been  great.  I 
How  do  you  translate  this  into  individual 
stock  recommendations?  Focus  on  large, 
liquid  names  and  avoid  small-  and  mid-cap 
names.  Yes,  the  Russell  2000,  an  index  of 
smaller  names,  has  gained  nearly  8.5%  in  on 
month,  but  1  believe  this  is  a  cyclical  rally. 
Some  of  those  issues  will  do  well,  but  given 
that  the  universe  is  2,000  names,  some  will 
always  do  well.  If  you  can  spot  those  stocks, 
you  are  probably  the  same  individual  who 
finds  old  masters  at  tag  sales  or  Shaker  origi 
nals  in  your  attic.  For  the  rest  of  us,  value  is 
in  the  big  stocks. 

For  the  Dow  industrials, 

8000  is  a  reasonable  target  for  1997. 


I  still  like  IBM  {176),  which  is  up  25  point 
this  year,  and  18  since  my  May  19  column. 
Compaq  ( 106),  another  perennial  favorite,  ha 
added  27  in  four  weeks.  Both  have  more 
money  in  them. 

And  there  is  Wells  Fargo  (259),  which  suf 
fered  a  double  whammy  when  Warren  Buffet 
reduced  his  exposure  to  the  stock  and  Presi- 
dent William  Zuendt  opted  for  retirement. 
I'm  inclined  to  hold  it  at  these  levels  and 
would  be  a  buyer  in  the  225-to-230  range.  I 
have  mentioned  Citicorp  on  several  occasions 
but  for  new  positions  I  would  be  more 
inclined  toward  Chase  Manhattan  Bank  (94 
because  of  a  lower  p/e  and  a  higher  yield. 

As  you  see,  I  am  still  inclined  toward  tech- 
nology and  financials.  The  third  sector  I  out- 
lined last  month — consumer  nondurables — 
should  be  represented  in  any  significant 
portfolio  as  well.  Procter  &  Gamble  (137), 
Bristol-Myers  Squibb  (73)  and  K]K  Nabisco  (33 
all  have  gained  recendy  but  still  have  more 
upside.  If  you  are  scared  that  many  of  these 
stocks  have  moved,  consider  Gap  (33).  It  is 
actually  flat  on  the  year,  but  some  nibbling  is 
in  evidence,  especially  since  most  retailers  are 
being  sold.  But  don't  expect  any  short-term 
gains  on  this  one. 

Granted  my  selections  are  boring  and 
unchanging.  But  if  it's  profits  rather  than 
excitement  or  change  for  change's  sake  you 
want,  go  with  the  favorites.  I  understand  that 
is  generally  a  good  horse-race  strategy,  and  it 
sure  has  worked  on  Wall  Street  for  the  last 
year  or  so.  ■ 


276 


Forbes  ■  June  16,  1991 


MARKET  TRENDS 


Deep  Blue's 
deep  pockets 


BY  MARTIN  SOSNOFF 


\/lartin  Sosnoff  is  chief 
nvestment  officer  of 
\talanta/Sosnoff  Capital 
n  New  York  and  author 
)f  Silent  Investor, 
Client  Loser. 


When  Garry  Kasparov  sullenly  accused 
Deep  Blue  of  unfair  steamroller  tactics  in 
their  chess  match,  it  recalled  the  old  days 
when  everyone  resented  this  company's 
power.  My  oldest  remembrance  of  IBM  is  in 
the  early  Fifties,  when  its  electric  typewriter 
sat  as  an  awesome  monolithic  tool  for  a 
young  writer  to  command.  One  of  my 
Korean  War  buddies  exchanged  his  silver  bars 
for  a  blue  suit  and  entered  IBM's  school  for 
sales  trainees.  I  never  saw  him  again.  It  was  a 
rarefied  wasp  world  with  few  hospitable  gates 
but  lots  of  banners,  company  songs,  Mao-like 
photos  and  mottoes. 

The  Watsons  ran  IBM  without  a  budget 
until  1952.  When  business  slowed,  they  hired 
fresh  platoons  of  sales  trainees.  For  genera- 
tions, IBM  was  run  like  a  benevolent  Jesuit 
order.  You  donned  a  blue  suit  and  white  shirt 
and  never  touched  alcohol  in  public  places.  A 
more  straitlaced  attitude  toward  social  behav- 
ior would  be  hard  to  find  short  of  a  seminary 
for  prepubescent  girls  in  19th-century  France. 

But  then  everything  started  going  wrong. 
There  were  enormous  capital  spending  pro- 
grams, $4  billion  per  annum,  that  produced 
zero  returns.  IBM  was  late  in  word  processors 
and  then  small  computers.  Apple,  Sun, 
Compaq  and  dec  grew  into  multibillion- 
dollar  pacesetters,  and  they  ain't  going  away. 
IBM's  previous  successes  in  semiconductor 
and  memory  disk  integration  programs 
bombed  out.  It  suffered  humiliation, 
market-share  losses  and  tens  of  billions 
in  writeoffs. 

The  holdover  policy  of  paternalism  was  so 
deeply  ingrained  in  the  IBM  culture  that  when 
mainframe  business  slowed  it  was  gut-wrench- 
ing for  IBM  management  to  think  about 
downsizing.  Easier  for  chairmen  of  the  board 
to  retire  early. 

Earnings  between  1985  and  1990  flat- 
tened out,  and  IBM  as  a  stock  was  a  stand- 
out non-performer.  You  owned  the  stock 
after  1985  and  you  were  a  big  loser  for  a 
long  time  in  a  rising  market.  Even  today  it 
sells  at  a  below-average  valuation,  as  if  it 
manufactured  automobile  mufflers  rather 
than  purveying  high-tech  solutions  to  the 


business  and  scientific  communities. 

But  1996  was  the  year  IBM  finally  caught  up 
with  the  s&P  500,  rising  66%.  Since  its  meat- 
ax  restructuring  in  1993,  the  stock  has  gone 
around  the  clock  three  revolutions  with  Lou 
Gerstner  shaping  up  the  place. 

What  now  for  IBM?  Having  caught  up,  will 
it  stagnate  again.^  There  are  plenty  of  skeptics. 

Last  year  its  shareholder  list  shrank  7%,  to 
622,594.  You  would  expect  a  rising  stock  to 
attract  believers,  not  skeptics.  Wall  Street 
stands  evenly  divided,  too.  There  are  few 
bulls,  although  a  positive  Goldman,  Sachs 
music  sheet  did  hit  my  desk.  The  naysayers 
point  out  IBM's  single-digit  revenue-line 
growth  and  its  still  heavy  mainframe  business. 
Foreign  currency  losses  cut  into  first-quarter 
revenues  by  400  basis  points.  IBM  does  60%  of 
its  business  abroad. 

IBM  generates  cash  flow  of 
$6  biUion,  the  wherewithal  to 
retire  5%  of  its  market 
capitalization  per  annum. 


Gross  margins  will  continue  to  ease  as  the 
mix  of  business  moves  away  from  mainframes. 
The  current  reversal  of  the  dollar  against  the 
yen  is  material.  Higher-performance  main- 
frames are  coming  and  will  go  head-to-head 
with  Hitachi. 

The  pluses  are  many.  The  turnaround  in  PCs 
and  leadership  in  disk  drives  offset  mainframe 
shrinkage.  IBM's  high-growth  sectors  embrace 
servers,  services  and  software.  There  is  an  out- 
sourcing trend  in  services,  and  IBM  is  growing 
market  share. 

The  financial  engineering  part  of  the  IBM 
story  is  massive  and  continuing — and  that's 
good,  too.  The  last  two  years,  buybacks  cov- 
ered 100  million  shares.  IBM  generates  cash 
flow  of  $6  billion  a  year,  the  wherewithal 
to  retire  5%  of  its  market  capitalization 
per  annum. 

The  market  capitalization  of  IBM  stands  at 
$85  billion,  or  1  times  sales,  a  low  ratio  for  a 
technology  property.  Cash  flow  has  doubled 
in  three  years,  along  with  capital  spending. 
Gerstner  earned  $4.7  million  in  salary  and 
bonus  last  year,  which  these  days  is  a  bargain. 
He  has  300,000  shares  under  option,  also 
modest  on  a  500-million-share  capitalization. 
If  1998  is  a  breakout  year,  I  would  give  him 
another  300,000  options. 

Whatever  the  skeptics  may  think,  both 
growth  and  value  players  can  buy  100  shares 
for  each  of  their  children  and  feel  comfort- 
able, again.  Bi 
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Two  Important  New  Booli! 

''Th^ Civil  War  is  the  thing  that  makes  America  different. 
It  was  our  most  tremendous  experience,  and  it  is  not  quite 
like  anything  that  ever  happened  to  anyone  else.'' 

—  Bruce 


BRUCE  CATTON 


fdifed  and  uiirh  an  intnoduction  by 

JAMES  M.  Mcpherson 

Winner  op  the   Rulitzer  Rrize 


Each  book  includes  a  Civil  War  Strategy  Game 
on  CD-ROM  for  Windows.  $50.00  (C9) 


James  M.  McPherson,  today's  preeminent  Civil  War  liistorian,  has  ermched  Bruce  Catton's  unsurpassed 
ncinative  liistory  with  an  extensive  array  of  archival  material  culled  from  across  tlie  nation  and  abroad. 
All-new  sidebars  and  contemporary  documents  tell  the  story  of  the  war  in  the  voices  of  those  who 
experienced  it.  Newly  developed  three-dimensional  maps  illuminate  the  war's  battles  and  I 
campaigns  with  p^staking  accuracy.  An  enduring  masterpiece,  and  a  welcome  gift  for  any  occasion. 


More  than  5,000  quotations  from  American  legends  such  as  Al  Capone,  Abraham  Lincoln,  Yogi 
Berra,  and  Ronald  Reagan.  Features  include  chronological  arrangement  of  quotations  within  each 
topic,  allowing  readers  to  trace  the  progress  of  key  historical  events.  Fully  cross-referenced  and  with 
author  and  key-word  indexes,  the  book  is  a  perfect  addition  to  any  home  library  and  an  ideal  gift  for 
students,  writers,  speakers,  history  buffs,  and  the  incurably  curious. 


BUSINESS  STRATEGY 

The  road 
to  Mairrakech 


BY  JOHN  RUTLflCr 


John  Rutledge  is  an 
economist 
and  chairman  of 
Rutledge  &  Co.,  a 
merchant  banl<  in 
Greenwich,  Conn. 
rutledgeco@aol.com 


Last  month  I  traveled  to  Marrakech,  Moroc- 
co to  participate  in  a  three-day  conference  on 
investing  in  emerging  markets.  Other  than  the 
sheep's  brains  I  ate  one  night  for  dinner — it 
offends  the  host  to  turn  down  a  dish  at  a 
Moroccan  dinner — I  had  a  great  time. 

My  most  memorable  sight  was  not  the 
camels  or  the  donkey  carts.  It  was  the  view 
from  a  rooftop  one  night  afi:er  dinner.  In 
every  direction  I  could  see  the  tops  of  houses 
crowded  along  the  narrow  alleyways  of  old 
Marrakech.  The  stone  wall  around  the  city 
was  pitted  with  bullet  holes.  Every  house  was 
the  color  of  sand,  with  open  windows  to  catch 
the  evening  breeze.  As  the  sun  went  down,  I 
could  just  make  out  the  shape  of  a  satellite 
dish  on  every  rooftop. 

Those  satellite  dishes,  and  the  television  sets 
at  the  other  end  of  the  wires  connected  to 
them,  are  changing  the  world.  They  mean 
that  every  Moroccan  now  is  able  to  enjoy  the 
uplifting  experience  of  Madonna,  Beavis  and 
Butthead  and  Baywcitch  from  the  comfort  of 
his  own  divan. 

But  thanks  also  to  all  these  modern  tech- 
nologies, just  about  everyone  in  these  poor 
countries  now  knows  what  rich  people  look 
like.  They  all  know  that  rich  people  don't  look 
or  act  a  lot  more  intelligently  than  they  do, 
and  so  they  want  their  share  of  the  action. 

Those  ruling  politicians  who  want  to  con- 
tinue to  enjoy  the  perks  of  the  governing  class 
are  paying  attention.  They  are  doing  some- 
thing new  and  different,  having  finally  figured 
out  that  the  best  way  of  satisfying  these  new 
aspirations  is  to  attract  foreign  investors  to 
bring  new  capital  and  to  train  their  workers. 

I  was  able  to  spend  a  day  with  two  of  the 
ministers  who  are  doing  all  the  right  things  to 
attract  capital  to  Morocco,  including  reducing 
regulations,  lowering  taxes  and  selling  govern- 
ment-owned companies  to  private  investors. 
They  are  improving  education  to  provide  a 
good  work  force. 

And  guess  what?  The  Moroccan  economy  is 
growing,  and  its  stock  market  is  doing  very 
well.  Would  I  put  my  money  there.'  Yes,  but 
only  with  exceptional  local  guidance.  The  far- 
ther away  from  home  you  go,  the  harder  it 


gets  to  understand  local  companies.  At  one 
level  they  are  all  the  same — money  goes  in 
one  end  and  out  the  other.  But  at  that  level, 
you  can  get  murdered.  Don't  be  foolish.  If 
you  go  into  an  exotic  place,  hire  yourself  an 
expert  for  a  guide. 

I  realize  that  the  idea  that  an  investor 
should  actually  have  a  deep  understanding  of 
the  companies  he  invests  in  is  out  of  fashion. 
The  finance  theory  that  has  been  taught  in 
the  schools  since  the  early  1970s  implies  this 
work  is  not  necessary.  According  to  prevailing 
theory,  each  company  has  returns  that  can  be 
summarized  by  a  distribution  of  returns  that 
is  symmetric  and  stable,  and  can  be  character- 
ized by  its  average  or  expected  value  and  a 
measure  of  volatility  or  dispersion.  Investors 
choose  among  these  companies  (distribu- 
tions) like  shoppers  picking  tomatoes  at  the 
food  market.  Since  in  this  theory  the  market 
prices  all  companies'  securities  efficiently,  it 
doesn't  end  up  making  a  difference  which 
stocks  a  given  investor  owns  as  long  as  he 
owns  a  lot  of  them. 

If  you  go  into  an  exotic  place,  hire 
yourself  an  expert  for  a  guide. 


Knowing  all  this  will  get  you  an  M.B.A.,  but 
it  won't  protect  you  fi-om  the  realities  of  the 
world.  In  the  real  world  the  owner  is  just  as 
much  a  factor  of  production  as  the  raw  materi- 
als, the  capital  or  the  managers.  A  good  owner 
will  take  an  active  hand  in  governance,  capital 
management  and  setting  the  strategy  of  a  com- 
pany. You  cannot,  therefore,  know  what  the 
future  behavior  of  a  company  is  until  you 
know  who  owns  it,  because  the  distribution  of 
its  returns,  assumed  fixed  in  standard  finance 
theory,  depends  on  the  quality  of  the  owners. 

This  may  be  why  small  companies  create  ' 
jobs  and  Forbes  500  companies  shed  employ- 
ees every  year.  It  is  also  a  good  reason  to  be 
carefijl  about  investing  in  developing  coun- 
tries, no  matter  how  good  their  prospects  ' 
look:  Unless  you  have  a  good  investment  j 
manager  to  rely  on  who  has  an  intelligent  fix 
on  the  guys  who  run  the  businesses,  you 
would  be  well  advised  to  stay  home.  ■ 
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Into  the  real  world 


BY  MARK  HULBERT 
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'  investment 
dvisory  letters. 
fd@delphi.com 


How  TIMES  HAVE  CHANGED.  For  most  of  the 
1970s  and  1980s  finance  professors  were  of 
one  mind:  The  markets  couldn't  be  beaten. 
This  orthodoxy  was  so  strong  that  promo- 
tion often  was  withheld  from  profs  who 
didn't  buy  it. 

The  academics  have  come  fLill  circle. 
Ph.D.s  by  the  thousands  are  being  granted  to 
graduate  students  who  report  that  the  old 
orthodoxy  is  all  wet.  The  academic  journals 
are  filled  with  dramatic  "discoveries"  that  the 
market  isn't  so  unbeatable  after  all. 

As  night  follows  day,  once  the  professors 
decided  you  could  beat  the  market,  some  of 
them  were  going  to  try  their  hand  at  doing 
just  that.  Take  University  of  Illinois  professor 
Josef  Lakonishok,  whom  I've  quoted  on 
numerous  occasions  in  my  column.  In  1993 
he  formed  LSV  Asset  Management,  along  with 
fellow  professors  Andrei  Shleifer  of  Harvard 
University  and  Robert  Vishny  of  the  Universi- 
ty of  Chicago.  Today  LSV  has  around  $800 
million  under  management,  with  commit- 
ments for  enough  more  to  bring  the  total 
above  $1  billion.  With  fees  averaging  around 
50  basis  points  per  year,  the  firm  will  gross  at 
least  $4  million  this  year. 

How's  the  firm  doing  for  its  clients?  Quite 
well  so  far.  From  the  beginning  of  1994 
through  1997's  first  quarter,  LSV  beat  the  s&p 
500's  total  return  by  2.4%  per  year,  afi:er  fees. 

If  you're  surprised  by  professors  as  money 
managers,  you  will  be  astonished  by  Lsv's 
investment  philosophy:  It  is  the  union  of  value 
investing  with  momentum.  This  would  seem 
to  be  an  impossible  marriage.  After  all,  value 
buys  out-of-favor  stocks,  whereas  momentum 
picks  stocks  that  are  very  much  in  favor. 

But  marrying  the  two  is  straightforward 
in  practice:  LSV  first  identifies  the  subset  of 
stocks  that  satisfy  its  definition  of  value  and 
then  sorts  that  subset  according  to  momen- 
tum. The  result:  a  portfolio  of  stocks  that 
have  a  long  history  of  being  out  of  favor  on 
Wall  Street  but  that  just  recently  have 
begun  to  turn  around.  Recent  LSV  favorites 
are  listed  in  the  accompanying  table.  These 
are  stocks  that  sell  at  a  lower  premium-to- 
book-value  than  the  market  as  a  whole,  but 
at  the  same  time  have  begun  to  stir  (defined 
by  outperforming  the  S&P  500  over  the  last 
six  months). 


lsv's  actual  definitions  of  value  and 
momentum  are  proprietary,  but  it's  not  too 
tough  to  approximate  them.  Book  value  and 
six-month  relative  performance  capture 
much  of  their  model,  and  you  don't  need 
any  fancy  computer  software  to  calculate 
them.  There  are  many  readily  available 
sources  of  book  value,  such  as  the  Value 
Line  Investment  Survey.  And  to  calculate  a 
stock's  six-month  relative  strength,  just 
compare  its  gain  over  the  last  six  months 
with  that  of  the  market. 

Value  stocks  can  languish  for  years,  wearing 
you  out  while  waiting.  This  approach  helps 
sort  out  the  value  stocks  that  are  finally  on  the 
move  from  those  that  are  fast  asleep. 

A  good  example  of  the  benefits  of  marrying 
value  and  momentum  is  Citicorp's  experience 
earlier  this  decade.  Value-oriented  advisers 
who  ignored  short-term  momentum  issued  a 
"buy"  on  this  company  in  1990,  when  it  was 
trading  around  20.  That  was  premature,  how- 
ever, because  the  stock  proceeded  to  be  an 
even  better  value  by  dropping  below  10.  By 
then  many  value  investors  figured  the  thing 
was  going  bankrupt  and  bailed  out. 

Once  it  gained  momentum,  Citicorp  went 
to  a  high  above  120  this  year. 

Lakonishok  has  no  regrets  about  entering 
the  world  of  money  management,  and  not 
just  because  of  the  money.  "Academics  who 
don't  get  involved  in  studying  what  investors 
actually  are  doing  are  living  in  a  fairy-tale 
world,"  he  says.  H 

A  valuable  marriage 


Company 

Book-to-market 

Six-month 

ratio 

return 

Yellow  Corp 

0.73 

47.4% 

Harris  Corp 

0.44 

38.0 

Novacare 

0.70 

37.9 

Onbancorp 

0.60 

36.6 

Cummins  Engine 

0,59 

35.8 

Lehman  Bros  Holdings 

0.98 

35.8 

Timken 

0.51 

31.9 

Republic  NY  Corp 

0.55 

21.4 

Centex 

0.77 

19.8 

Carson  Pirie  Scott 

0.66 

19.6 

Adolph  Coors 

0.82 

18.7 

Arvin  Industries 

0.75 

16.1 

S&P  500 

0.21 

14.7 
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Eveiyone's  raving  about  DVDs.  But  don't  let  those  advertised  prices  fool  you- 
DVD  can  be  an  expensive  proposition. 


$5,000 

home 
movie 


By  Robert  La  Franco 

"The  ultimate  movie 
experience"  is  how 
RCA  advertises  its 
new  digital  versatile  disc — or  DVD — 
player.  "It  will  do  for  movies  what 
the  CD  did  for  music,"  proclaims  a 
Panasonic  ad. 

That  depends.  I  borrowed  a  few 
DVD  players  for  a  test  run.  I  lugged 
home  machines  from  five  compa- 
nies— Panasonic,  Pioneer,  RCA,  Sony 
and  Toshiba — that  range  in  price 
from  about  $500  to  $1,100.  Flash- 
light in  hand,  I  wired  and  rewired, 
hooking  up  the  machines,  one  at  a 
time,  to  an  old  TV.  I  ran  the  sound 
through  an  ancient  Onkyo  receiver 
that  fed  an  existing  set  of  two  book- 
shelf speakers  and  a  subwoofer  for 
deep  bass  sound. 

Result.^  Picture  quality  was  dark 
and  kept  fading  in  and  out.  The 
sound  was  impressive,  but  no 
improvement  over  what  I'd  had. 

As  it  turned  out,  the  ads  hadn't 
told  the  hill  story.  The  DVD  player — 
which  plays  movies  off  a  5 -inch 


disc — requires  a  lot  more  equipment 
than  you  may  be  led  to  expect.  To 
work  as  advertised,  the  DVD  requires 
six  speakers,  including  a  subwoofer 
and  center  channel  speaker  to  carry 
its  six  channels  of  digital  sound.  To 
decode  those  six  channels,  you  need 
an  amplifier  that  has  the  Dolby  Dig- 
ital chip  inside.  Most  current  audio- 
video  amplifiers  have  the  previous 
generation's  decoder,  Dolby  Pro 
Logic,  which  sounds  anemic  along- 
side the  digital  upgrade. 

And  forget  about  running  it  on 
many  older  television  sets.  On  an 
old  set  you  can  get  a  picture  by  run- 
ning the  machine  through  a  VHS, 
but  piracy  protection  codes  fast 
darken  the  picture.  Trying  to  watch 
a  DVD  through  an  adapter  attached 
to  an  older  model  results  in  garble. 

Now  you  aren't  just  talking  $500 
to  $1,100.  You  are  talking  a  lot 
more.  I  found  only  one  amplifier 
priced  at  less  than  $1,000  with  the 
Dolby  Digital  chip  built  in,  a  Pio- 
neer. To  add  the  digital  decoding  to 


an  existing  upgradable  amplifiei 
costs  $750  from  Sony.  Although 
RCA  has  a  digital  AC- 3  receiver  avail 
able  for  $500  and  Technics  foi 
$300,  I  settled  on  renting  equip 
ment  from  Ametron  Electronics  ir 
Hollywood. 

I  added  three  NHT  speakers  (retail 
$500)  to  my  existing  set.  And  1 
rented  a  Nakamichi  amplifier  with  2 
Pro  Logic  decoder  (retail,  $1,100, 
and  a  Sony  Trinitron  27-inch  T\, 
(retail,  $500  to  $600). 

Searching  for  a  movie  with  lots  ol 
special  effects  and  sounds  to  test  the 
DVD,  I  settled  on  Twister.  The  howl- 
ing storms  ripped  through  my  living 
room,  winds  swirled  from  front  tc 
back,  and  the  rumbling  thunder  rose 
nicely  from  the  floor  through  the 
subwoofer.  Cool. 

But  damn!  The  sound  still  wasn't 
what  I  had  hoped  for.  I  needed  to 
upgrade  even  further.  I  borrowed  a 
Pioneer  VSX  99  Elite  amplifier  with 
built-in  ProLogic  and  Dolby  Digital 
chips  (street  price:  $1,600)  and  tried 
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3ut  three  separate  home  theater 
speaker  systems  ranging  in  price 
from  $1,200  to  $3,500. 
Success.  Finally  I  could  taste  the 
beauty  of  DVD.  A  flick  of  the 

I  dial — and  sound  shot 

from      the  six 
speakers.  Even 
V  the  most  discreet 

W  of  background 

'  noise,  like  the  creaking  of 

a  boat  in  the  opening 
scene  of  In  the  Line  of  Fire, 
jumped  out  at  me. 

II  t  The  ads  were  right. 

This  is  terrific  stuff. 
W  But  inexpensive? 

I  Forget  it.  Generally,  the 

M  more  expensive  the  speak- 

I  ers,  the  better  the  effect. 

I  The    Bose  Acoustimass 

10  system,  which  sells 
for  $1,300,  was  compact 
and  easy  to  assemble,  but 
the  sound  lacked  depth. 
Klipsch's  $1,200 
bookshelf  - size 
speakers  reproduced 
a  much  wider  sound 
range.  But  it  was  the  Polk 
Audio  speakers,  priced  at 
about  $3,500,  and  as  large  as 
I  pieces  of  fiirniture,  that  gave  the 
ijfullest  and,  1  presume,  most  faithful 
jrecreation  of  the  magic  that  Holly- 
iwood  intended. 

In  terms  of  sound  and  picture 
quality,  all  five  DVD  players  proved 
about  equal.  The  difference  between 
a  $500  and  a  $1,100  model  is  fea- 
tures. Unlike  a  videotape,  or  even  a 
laser  disc,  DVDs  come  loaded  with 
extras  that  allow  you  to  jump  to  spe- 
icific  scenes  of  a  movie  immediately, 
iview  cast  biographies,  choose  differ- 
ent languages  and  subtitles  and 
check  out  trailers. 

Most  DVD  discs  offer  both  wide- 
and  fiiU-screen  versions  of  the 
movies  and  some,  like  New  Line 
Cinema's  The  Mask,  offer  direc- 
tors' comments  as  an  option. 
DVD  machines  also  play  CDs. 

Even  if  you're  not  a  movie  nut, 
playing  around  with  the  functions  is 
irresistible.  1  thrilled  my  guests  by 
running  sequences  of  The  Mask  and 
i  Space  Jam  frame  by  frame  to  break 
down  the  special  effects  techniques. 
I  wasted  an  hour  picking  apart  just  a 


The  goods 


Panasonic  dvd-ASOO  /  $750 

This  machine's  gem  is  its  built-in 
digital   sound  decoder.  Since 
Dolby  Digital  AC- 3  sound  is  still 
a  new  format,  few  amplifiers  on 
the   market  have  the   chip  to 
decode  it.  Buying  this  will  save  you 
the  expense  of  a  new  amplifier,  as  long 
as  yours  is  AC-3-ready.  Worst  feature:  its  clumsy  mini-joystick  control, 
which  offers  no  frame-by-frame  reverse. 


Pioneer  DVL-700  /  $1,000 

The  only  laser  disc  and  DVD  player 
in  one.  Useful,  but  cumbersome. 
The  small  remote  control  is  crowd- 
ed and  confiising,  and  the  fast-for- 
ward and  rewind  functions  jump  in 
10-second  intervals — rather  than 
seamlessly  as  the 
others  do. 


RCA  RC5200P  /  $500 

Best  bargain.   Has  all  the 
basics:  fast-forward,  frame- 
by- frame  rewind  and  forward, 
and  remote  buttons  to  create 
repeat  loops  and  mark  sec- 
tions of  the  film.  Comes  in  a  simplified  chassis  with  a  simple  remote. 
Drawback:  gUtchy  motion  when  scanning  from  one  "chapter"  of  the 
film  to  another. 

Sony  DVP.S7000  /  $1,100 

Most  powerfiil  of  the  lot. 
Offers  16  image  speeds,  from 
frame- by-frame  to  super- fast, 
to  appeal  to  true  equipment 
junkies.  Is  the  only  machine 
that  moves  seamlessly 
between  chapters.  But  that  big 

brain  makes  some  simple  functions — like  setting  up  a  repeat  loop  for 
viewing  a  segment  over  and  over — too  complicated. 

Toshiba  SD-3006  /  $700 

A  basic  machine.  Most  useful  fiinction: 
remote  control  buttons  that  let  you 
mark  a  place  in  the  movie  or  choose  a 
chapter  to  jump  to  without  needing  an 
extra  step  to  call  up  a  menu  on  the 
screen.  Also  features  remote  buttons  that 
let  you  move  from  one  chapter  to  another 
in  increments  of  10  and  100.  But  we  could 
not  view  the  movies  frame  by  frame  in 
reverse. 

Note:  All  are  approximate  street  prices. 
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few  action-packed  scenes  frame  by 
frame.  Hollywood  defmiti^^iy  has  its 
act  together  here.  Check  out  the 
table  for  a  brief  comparison  of  fea- 
tures on  the  five  machines  J  tested. 


As  with  any  new  technology,  it 
may  be  smart  to  hold  out  for  a  year 
before  you  buy  a  DVD.  Prices  will 
drop,  kinks  will  be  ironed  Out,  and 
the  current  selection  of  about  50 


DVD  discs  will  expand.  Go  ahead 
you  want  to  be  first  on  your  bloc 
but  plan  to  spend  at  least  $5,00 
unless  you've  already  got  a  new  T 
and  top-of-the-line  speakers. 


India,  the  land  of  opportunity?  A  lot  of 
'^^  foreign  investors  think  so.  Indian-born 
writer  Gita  Mehta  does,  too. 

The  next 
centuiry  is  oui^s 


By  Shailaja  Neelakantan 

"Sit  down,  for  God's 
sake,"  Gita  Mehta 
demands,  interrupting  her 
phone  conversation  to  light 
a  British  Silk  Cut  cigarette. 
My  eyes  run  down  the 
bookshelves:  Mann,  Twain, 
Okri,  Rushdie,  Anais  Nin. 

Gita  Mehta  is  the 
modern  Indian,  at  home 
anywhere  in  the  world  but 
definitely  Indian.  Her  first 
book.  Karma  Cola,  pub- 
lished 18  years  ago,  is  a 
wicked  look  at  the  West's 
encounter  with  India: 
gurus,  charlatans,  incense, 
yoga,  meditation.  "The 
hippies  loved  India,  hated 
the  Indians,"  is  how  Mehta,  who  is 
finally  off  the  phone,  describes  it. 

But  times  change.  Mehta's  newest 
work.  Snakes  and  Ladders:  Glimpses 
of  Modern  India  (Doubleday; 
$22.95,  hardcover),  is  a  collection  of 
essays  about  an  India  that  the  West 
looks  to  for  software  rather  than 
mysticism.  "The  new  enlightenment 
is  money,"  the  loquacious  lady 
declares. 

Born  in  New  Delhi  in  the  early 
1940s,  Mehta  has  lived  m  New  York 
for  the  past  ten  years.  Her  new  book 
is  a  patchwork  of  anecdotes  that  sup- 
port her  conviction  that  India  can  rise 
above  the  incompetence  and  venaiiiy 
of  the   provincials  who  rule  it. 


orn  writer 

"The  two  great  countries  of  the  next 
century  are  India  and  China.  India  will 
win  because  of  its  culture  of  debate." 


"Anyone  who  doubts  India  is  chang- 
ing should  cast  a  quick  glance  around 
our  cities,"  she  writes.  "Whole  fami- 
lies dressed  in  shiny  synthetic  fabrics 
squash  onto  scooters  driven  by  men 
with  pomade  hair  wearing  shades  and 

Terylene  trousers  If  you've  got  it, 

flaunt  it.  In  the  old  days  if  you  had  it, 
you  hid  it." 

The  water  is  boiling.  She  scampers 
off,  a  lithe  figure  casually  dressed  in 
trousers  and  a  T  shirt.  I  peek  at  her 


CD  collection.  Edith  Piaf  nesdes  nex 
to  Nusrat  Fateh  Ali  Khan,  Snoo 
Doggy  Dogg,  Marianne  Faithfu 
and  Ladysmith  Black  Mambazc 
Phew.  She's  back  with  a  pot  of  tea. 

In  Germany  last  March  to  pro 
mote  her  book,  Mehta  was  askci 
why  Germans  should  be  interested  ii 
India.  "Just  remember,"  sh 
responded,  "the  next  century  is  ours 
and  you  will  become  interestec 
because  it  wi 
matter  to  you 
pocketbooks 
Gates  knows  it.' 
We  pour  out  th« 
tea.  It's  a  trifl« 
weak.  Mehta  move: 
on:  "The  two  grea 
countries  of  the  nex] 
century  are  Chins 
and  India,  and  India 
will  win  the  race 
because  of  its  culture 
of  ongoing  debate." 
That's  a  rather  polite  way  of  describe 
ing  India's  elections — which  tend  tc 
be  chaotic  and  sometimes  boughl 
rather  than  won — but  still,  India  is  a 
democracy  while  China  remains  ^ 
dictatorship. 

India's  dynamism,  she  says,  shows 
in  its  contrasts.  She  marvels  at  the 
rapid  growth  of  the  Indian  comput- 
er industry  while  much  of  the  popu- 
lation remains  illiterate;  she's  struck 
by  the  sight  of  cell  phones  in  the 
hands  of  poor  rural  Indians;  she 
delights  at  meeting  traditional  folk 
balladeers  in  the  state  of  Rajasthan| 
singing  about  telecom  scams. 

"Once  it  was  the  dream  of  educat- 
ed Indians  to  be  hired  by  govern- 
ment. The  dreams  are  changing," 
she  writes.  "[Indians]  can  sense  that 
the  wind  is  now  blowing  fromi 
another  direction." 

On  the  elevator  down,  I  read  what 
she  inscribed  in  my  copy  of  Snakes 
and  Ladders,  a  message  to  a  fellow 
Indian:  "With  many  thanks  and 
don't  rush  with  the  Green  Card.  The 
next  century  is  ours."  ■! 
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But  in  the  past  year,  over  40,000  men  didn't.  Talk  to  your  doctor  about  prostate 
icer  and  help  us  get  research  funds  to  find  the  cure.  For  information  on  research 
vs  and  the  dire  need  for  research  funding  to  end  this  disease,    KI  q^P 
1  '800-547-CURL  Or  visit  website  littp://www.capcure.org.  PIrmm 

Join  The  Team  To  Stop  Prostate  Cancer. 


'i  Imagine  a  Miss  America  who  has  no 
interest  in  world  peace  but  plays  the 
kazoo  and  wants  the  homeless  locked  up. 
Now  to/"  would  really  require  a  level 
playing  field. 

An  dl-puirpose 
cliche 


By  Dan  Seligman 

No  TO  A  LEVEL  playing 
field,  and  no  again.  A 
bit  of  tilt  on  the  field 
can  make  the  game 
far  more  interesting. 
And,  yes,  maybe  even 
fairer.  Yet  the  mighty 
Nexis  database  cur- 
rently incorporates  an 
incredible  56,000-odd 
news  stories  wherein 
some  cliche-monger 
is  demanding  a  "level 
playing  field"  and 
affirming  that  it's 
good  for  people. 

Most  of  the 
demands  leave  a  fellow 
just  wanting  to  hoot. 
Among  those  recently 
broaching  the  three  —  ■  ~ 
magic  words  was  O.J.  ' 
Simpson's  la\\7er  in  the  civil  trial.  The 
police  establishment,  he  claimed,  was 
engaged  in  a  massive  conspiracy 
against  his  client,  and  all  the  poor 
chap  wanted  was  a  level  playing  field. 

Taking  a  similar  line  is  the  secre- 
tary-treasurer of  Las  Vegas  culinary 
workers'  union  local  226,  who  feels 
that  organizing  the  unorganized  casi- 
nos will  create  a  level  playing  field  for 
the  houses  that  have  already  signed 
up  with  his  union.  Regrettably,  bylin- 
er  Lisa  Kim  Bach  of  the  Las  Ve^as 
Review-Journal  was,  too  polite  to  ask 
this  porkchopper  whether  the  requi- 
site equality  might  not  also  be 
attained  by  decertifying  local  226. 

Possibly  you  remember  the  level- 
playing-field  issue  in  the  latest  n-id 


greatest  ^ 
Miss  America 

contest,  wherein  it  was  actually  pos- 
sible for  ordinary  folks  like  you  and 
me  to  decide  for  ourselves  which  of 
the  semifinalists  was  the  most  com- 
mitted to  world  peace — and  phone 
in  our  votes.  Unfortunately,  this  new 
rule  raised  the  possibility  of  a  sloping 
playing  field  disadvantaging  young 
ladies  from  our  country's  less  popu- 
lous regions.  The  cure  was  some 
complicated  setup  that  screened  out 
votes  cast  for  femmes  from  the 
caller's  own  state,  if  we  have  that 
straight. 

Also  onstage  recently  was  Dr. 
Richard  Paulson  of  the  University  of 
Southern  California  School  of  Medi- 


cine. On  Jim  Lehrer's  NewsHour,  th 
good  doctor  gravely  opined  tha 
older  men  have  long  been  fatherin 
children,  so  the  63 -year-old  "miracl 
mom"  who  gave  birth  in  Californi 
was  "leveling  the  playing  field. 

Next  in  line  is  the  Flosun  Suga 
company,  whose  ads  keep  mentionin 
a  level  playing  field,  a  term  that  i 
this  case  turns  out  to  be  synonymou 
with  subsidies  for  U.S.  sugar  compa 
nies,  allegedly  required  because  for 
eign  competitors  get  handouts  fror 
their  governments.  Why  your  averag 
sweet-toothed  consumer  shoul 
worry  about  this  unlevel  field  is  fai 
from  clear. 

Where  did  this  crazy  metapho 
come  from.>  It  is 
after  all,  very  difficul 
to  think  of  game 
in  which  the  playini 
field  is  not  reasonabl 
level,  unless  you  couni 
Skee-Ball.  Does  th- 
metaphor  perchanci 
have  to  do  with  Sisy 
phus,  condemned  b; 
Zeus  to  keep  rolling  ; 
boulder  uphill  even 
though  it  kept  rolling 
back  downhill  when  i 
got  near  the  top 
There's  a  chap 
really  needed  a 
playing  field. 

The  ordinarily  reli 
able  Morris  Dictionary) 
of  Word  and  Phrast 
Origins  fails  us  on  thi 
one,  and   New  Torl^ 

  Times  wordsmitH 

William  Safire  long  ago 
(1988)  confessed  his  inability  to  tract 
the  phrase.  But,  obviously,  it's  avail- 
able to  any  side  in  any  argument  anq 
has  the  additional  attraction  oji 
appealing  to  egalitarian  impulsesi 
always  a  good  bet  in  American  polit- 
ical discourse. 

As  in,  for  example,  the  endless 
debate  over  affirmative  action,  which 
has  been  eerily  bewitched  by  playing- 
field  metaphors.  When  the  people  oi 
California  voted  54%  to  46%  foi 
Proposition  209,  which  says  state  and 
local  government  may  not  prefer  or 
discriminate  against  employees 
because  of  their  race,  color,  sex,  etc., 
one  might  suppose  they  were  trulyj 


whc 
level 
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voting  for  a  level  playing  field.  But 
oddly — or  is  it  predictably? — the 
metaphor  comes  flying  at  you  mainly 
from  supporters  of  affirmative  action, 
whose  line  is  that  we.  still  need  group 
preferences  because  we  don't  yet 
have  a  level  playing  field. 
(    Typical  was  Colin  Powell's  formu- 
jlation  at  the  Republican  National 
?  Convention  last  August:  "Where  dis- 
crimination still  exists... we  must  not 
close  our  eyes  to  it,  declare  a  level 


playing  field  and  hope  it  will  go  away 
by  itself."  This  seems  to  mean  we 
must  not  bar  discrimination,  so  long 
as  discrimination  exists. 

And  on  and  on  it  goes.  Here  is  a 
level  playing  field  being  defined  as 
more  legal  aid  for  guys  accused  of 
murder.  Over  there  it's  a  Business 
Week  editorial  getting  carried  away  on 
insider  trading  and  demanding  a  level 
playing  field,  defined  as  "equivalent 
access  to  information  for  everyone  in 


the  marketplace."  Everyone?  That'll 
be  the  day. 

Also  needing  to  be  mentioned 
around  here — or  possibly  not — is  the 
recent  barrage  of  mixed  metaphors 
on  the  Larry  King  show,  wherein  the 
host  and  Roseanne  were  first  agree- 
ing that  women  and  men  were  "not 
at  all"  close  to  a  level  playing  field 
and  then  deciding  that  they  were,  in 
fact,  "not  in  the  ballpark  yet." 

One  is  still  hooting.  H 


Sports  watches 
for  the  lazy 


By  Ben  Pappas 


DETAILS 


Watches  have  long  -, 
since    ceased    to    be  i 
merely  means  of  telling  the  time  and  of  ; 
flaunting  the  affluence  of  the  wearer.  : 
Like  so  many  products,  they  have 
become  a  way  of  making  a  statement. 
No  surprise,  then,  that  in  the  late  1990s 
people  want  to  show  that  they  are  both 
high  tech  and  outdoorsy. 

Named  aft:er  a  Hawaiian  triathlon, 
the  Timex  Ironman  is  now  the  world's 
bestselling  watch.  Plastic,  brash  and 
ungainly,  the  Ironman  features  a  100- 
hour  chronograph,  an  alarm  that  can 
go  off  at  ten  different  times  of  the  day 
and  has  the  ability  to  record  the  time 
and  date  of  the  last  100  races  you  ran 
or  swam — all  for  around  $40. 

Not  rugged  enough?  Casio's  $100- 
plus  G-Shock,  a  monster  of  a  digital 
watch,  claims  to  work  at  656  feet  below 
water  and  can  be  thrown  against  a  wall 
without  breaking.  Not  versatile  enough? 
Timex's  $130  Data  Link  stores  up  to 
150  phone  numbers.  Seiko's  $80  Mes- 
sageWatch  displays  Dow  updates,  sports 
scores  and  ski  conditions. 

Higher  up  the  scale  are  watches  like 
the  Omega  Seamaster,  which  gives  both 
digital  and  analog  readings  ($1,450). 

But  who's  kidding  whom?  Hardly 
anyone  wears  a  digital  watch  for  its  fianc- 
tions.  Like  sports  utility  vehicles,  a  digi- 
tal watch  is  a  symbol  of  the  times.  Wall 
Street  types  wear  their  digital  watches 


with  suits.  President  Clinton  wore  his  with  a  tuxedo  at  his 
inaugural  ball.  If  the  cheap  models  look  cheap,  well,  it's 
a  way  of  saying  you  don't  give  a  damn. 

Does  anyone  even  know  how  to  program  their  fancy 
digital  watches?  Jonathan  Ledecky,  chief  executive  of  U.S. 
Office  Products,  is  one  of  a  minority  of  Ironman  wearers 
who  is  actually  a  runner,  but  even  he  agrees:  "A  lot  of 
executives  feel  that  they're  exercising  by  wearing  them." 
The  watches  also  make  them  feel  more  in  tune  with  high 
tech,  even  if  they  are  hopelessly  out  of  it.  WM 


Watch  out 

Some  of  the  new  digital  watches  on  the  street  include  Casio's  G-Shock  ($140); 
Casio's  G-Shoci(  model  for  women,  the  Baby-G  ($120);  Freestyle's  Predator 
($50);  Timex's  ironman  Triathlon  for  women  ($45);  Timex's  Ironman  Triathlon 
($50);  and  Pulsar's  homage  to  the  first  digital  watch,  the  Spoon  ($100). 
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V\/arning  to  collectors  of  modern  art: 
Your  favorite  work  may  well  fade 
or  even  fall  apart. 

is  delusional" 


By  Doris  Athineos 


COLLECTING 


cray- 
card- 


PiCASSO  USED  sand, 
newspaper, 
on — even 
board  and  string.  Mondrian  painted  and 
repainted  glue-covered  canvases.  Willem 
de  Kooning  whipped  safBower  oil  into 
his  paint,  while  Ad  Reinhardt  drained 
the  liquid  out  of  his. 

It's  no  wonder  that  so  much  modem 
and  contemporary  art  is  cracking,  fading 
and  falling  apart.  Picasso's  collages 
become  unglued  and  the  newspaper  yel- 
lows. Coats  of  paint  on  Mondrian's 
paintings  peel  away.  De  Kooning's  juicy 
paints  are  still  tacky  to  the  touch  after  40 
years.  Ad  Reinhardt's  powdery  surfaces 
can  be  destroyed  by  even  the  touch  of  a 
silk  shirt. 

"Time  is  a  merciless  editor,"  says 
Ross  Merrill,  chief  of  conservation  at 
the  National  Gallery  of  Art  in 
Washington,  D.C. 

"The  materials  themselves  or  the 
way  the  materials  have  been  used 
almost  guarantees  the  failure  of  a  lot  of 
contemporary  art  over  the  next  20 
years,"  says  Mark  Gottsegen,  author  of 
The  Painter's  Handbook  (Watson- 
Guptill).  Recendy  Gottsegen  discov- 
ered that  up  to  half  the  color  from  col- 
ored pencils  fades  or  changes  after  20 
years.  Ditto  for  colored  inks,  pastels 
and  Magic  Markers.  Artists  like  Roy 
Lichtenstein,  Jean  Dubuffet  and 
Picasso  used  these  tools. 

Collages  are  a  common  problem. 
Conservators  at  New  York  City's 
Museum  of  Modern  Art  keep  Picasso's 
"Man  with  a  Hat"  behind  glass,  but 
they  can't  stop  the  march  of  time. 
James  Coddington,  chief  conservator 
at  the  museum,  looks  on  the  bright 
side:  "The  charcoal  hasn't  changed." 

According  to  Gertrude  Stein,  Picasso 
knew  that  some  of  his  work  would  fall 


apart  but  didn't  care.  She  quotes  him  as 
saying,  "No  one  will  see  the  picture, 
they  will  see  tlie  legend  of  the  picture, 
the  legend  that  die  picture  has  created. 
It  makes  no  difference  if  the  picture  lasts 
or  doesn't  last." 

But  collectors,  including  those  who 
have  paid  up  to  $2  million  for  Picasso 
collages,  aren't  so  philosophical.  They 
keep  art  conservators  busy — and  their 
own  fingers  crossed.  Seattle  business- 
man Richard  Hedreen  and  his  wife, 
Elizabeth,  won't  let  a  1,200-pound 
painting  by  Anselm  Kiefer,  which  cost 
himdreds  of  thousands  of  dollars,  out 
of  the  house.  The  German  artist 
smears  animal  entrails  and  tar,  and 
glues  wads  of  straw,  among  other 
things,  to  his  canvases.  The  National 
Gallery  had  to  ftimigate  one  of  his 
works.  "The  dried  poppies  were  infest- 
ed with  bugs,"  reports  Merrill. 

In  the  early  1960s  Mark  Rothko 
painted  five  large  crimson  murals  for 
Harvard  University.  Today  one  is  the 
color  of  prewashed  blue  jeans  and  the 
rest  have  faded,  too.  It  didn't  help  that 
Harvard  hung  the  murals  in  an  execu- 
tive dining  room  with  floor-to-ceiling 
windows  that  let  the  sun  cook  the 
paint.  Now  Harvard's  Fogg  Museum 
periodically  puts  them  on  display  as  a 
warning  to  collectors. 

Other  postwar  American  artists  like 
Morris  Louis,  Kenneth  Noland  and 
Helen  Frankenthaler  applied  paint  to  raw 
canvas.  They  wanted  the  paint  to  bleed 
througli  die  canvas.  But  raw  canvas  is  a 
magnet  for  dirt.  Just  think  about  hang- 
ing a  white  sheet  on  a  wall  for  40  years. 
You  can  wash  die  sheet,  but  how  do  you 
wash  a  Morris  Louis  painting.^ 

Contemporary  artist  Julian  Schnabel 
painted  on  broken  crockery  in 
tlie  1970s  and  1980s.  But  die  plates 
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Anselm  Kiefer  likes 
to  use  things  like 
straw,  glue  and 
metal  in  his  works 
The  National 
Gallery  had  to 
fumigate  one 
work;  it  was 
infested  with 
bugs. 


Picasso's  collage 
"Man  with  a  Hat" 
has  faded  and  now 
must  be  kept 
under  glass 
Picasso  said  he 
didn't  care  if  his 
worlts  lasted  or 
not.  Collectors 
sure  do. 


don't  always  stick  to  the  canvas. 
Schnabel  just  shrugs  it  off:  "Glue  them 
back  on,"  he  advises.  "They  fall  off,  but 
what's  the  big  deal,"  says  collector 
Barbara  Schwartz,  an  interior  designer 
in  Manliattan. 

Gluing  back  the  pottery  isn't  such  a 
big  deal,  but  what  do  you  do  about 
rust.^  MOMA  conservators  were  called  in 
when  an  ordinary-looking  can  of 
Campbell's  beef  noodle  soup  began  to 
rust.  It  would  have  been  discarded  as  a 
health  hazard  if  Andy  Warhol  hadn't 
signed  it.  A  sculpture  conservator 
weighed  the  can  and  drained  the  con- 
tents, then  she  refilled  it  with  oil  and 
tiny  wooden  blocks  and  soldered  it 
back  together.  "It's  not  the  contents  of 
the  soup  but  the  exterior  of  the  can  that 
we  value,"  says  conservator 
Coddington.  Warhol's  signed  soup 
cans  go  for  $11,000  at  auction. 

What's  a  collector  of  modern  art  to 
do?  Always  seek  advice  from  an  inde- 
pendent conservator  before  buying. 
Auction  house  specialists  will  write  a 


condition  report  if  you  ask,  but  that's 
like  asking  a  used  car  salesman  how  the 
car  runs.  Call  the  American  Institute  for 
Conservation  of  Historic  &  Artistic 
Works  (202-452-9545)  or  your  local 
museum  for  the  name  of  a  conservator 
in  your  area.  For  about  $250  per  work 
of  art,  a  conservator  will  write  a  report 
on  the  work's  condition,  propose  treat- 
ment if  needed  and  estimate  the  cost 
and  time  involved.  At  the  very  least, 
you'll  learn  the  best  way  to  display  and 
care  for  the  work.  Even  feather  dusters 
can  catch  in  cracks  and  dislodge  frag- 
ments of  paint.  "The  feathers  have 
quills  and  scratch  things,"  says  Sandra 
Amiann  of  Amann  Conservation 
Associates. 

Don't  count  on  your  insurance  poli- 
cy for  protection  if  your  piece  of  mod- 
ern art  fades  or  falls  apart.  Poor  con- 
struction, or  "inherent  vice,"  is  an 
exclusion  in  fine  art  insurance  policies. 

"Eternity  is  delusional,"  says  Albert 
Albano,  former  senior  conservator  at 
the  Museum  of  Modern  Art.  H 


16,  1997 


289 


HMNCIAl  SERVICES 


tClassifiecl 


Receive  Value  Line 
for  only  $^$55 

An  introductory  subscripUon  to  The  Value  Line  Investment  Survey 

brings  you  Uie  2000-page  Investors  Reference  Library — Value  Line's  most  recent 
Ratings  and  Reports  on  1 700  stocks  and  the  practical  guide  How  to  Invest  in  Convnon 
Stocks.  You  will  also  receive  analyses  of  about  130  stocks  each  week  for  10  weeks  for 
^^?fi:$55.  Available  only  once  every  three  years  to  any  household.  SPECIAL  BONUS: 
WALL  STREET  WORDS,  an  accessible  dictionary  of  over  3.500  terms  (retail  price 
$8.95).  In  addition  to  clear  definitions,  this  convenient  guide  features  special 
explanations,  helpful  hints,  and  case  histoiies  on  87  topics  of  special  Interest, 
contributed  by  32  industry  professionals — plus  48  case-example  paragraphs  by 
the  author.  (Available  while  supplies  last.)  SPECIAL  EXTRA  BONUS— Our  New 
Video— INVESTING  THE  VALUE  LINE  WAY:  How  To  Make  The  Stock  Market 
Work  For  You.  Free  with  your  trial  subscription.  Your  subscription  may  be  tax 
deductible.  Consult  your  tax  advisor.  Send  check  or  money  order 
along  with  name,  address  and  zip  code  together  with  this  ad  or: 

CaU  ToU-Free  1-800-833-0046 

Ext.  2903  Dept.  216B16  American  Express,  MasterCard  or  Visa.  24  hours  a  day,  7  days 
a  week.  If  you  are  not  corrplele^  satisfied  return  ail  materials  in  good  condition  witfiin  30 
days  from  the  start  of  your  trial  subscriptran  lor  a  full  refund  of  your  fee.  Allow  4  weeks 
for  delivery.  NY  residents  add  sales  tax.  Foreign  rates  upon  request. 

/The  Value  Line  Investment  Survey®^ 

PO  Box  3988  New  York, 
NY  10008-3988_ 


Your  Own  Professional 

CONSULTANTCY  SERVICE  CaN 

,  Help  Other  Businesses 


As  a  specialist  mediation  con- 
sultant you  can  enter  a  growth 
professional  field,  which  can 
provide  meaningful  personal  sat- 
isfaction and  a  substantial  earn- 
ing potential.  Goods/services, 
bank  loans,  insurance,  business 
transfers,  R.E.  mortgages,  etc. 
require  negotiation  skills,  and  the 
temperament  to  mediate  in  a 
professional  manner.  As  our  af- 
filiate you  will  receive  excep- 
tional training  and  tech.  support 
from  40  yrs  of  exp.  F/Ptime. 
$  1  2k  req.  Free  brochure  &  video. 
Valcor  Arbitration  Services,  Ltd. 
www.ValcorUSA.com 
800-998-9843 
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EXECUTIVE 


SIK 


CONSULTING 

/  Substantial  Income 
/  Prestigious  Business 
✓  Low  Risk 

/  Moderate  Investment 
/  Financing  available 
/  Work  part  or  full-time 
/  No  royalties 
/  No  employees 
/  No  inventory 
/  High  ROI 

800-660-0330 
Mon-Fii,  9am  -  5:30  pm,  CST 


SECURE  CONFIDENTIAL 
/OFFSHORE  BANKING 

For  your  asset  management 
we  specialize  in  showing 
you  "How  To"  have  secure 
Overseas  /Confidential  Banking, 
Tax  Planning,  Asset  Protection, 
Wealth  Transfer  and  Capital 
Preservation. 

Call  us  today:  800-266-8211 

Merrill,  Scott  &  Associates 
http://www.merrillscott.com 


INCORPORATE  IN  DELAWARE 


Spedatsts  in  setting  up  Delowoie  Coqnrations.  General,  Airanft, 
Biwt  S  SMf  Coiporotions.  Col  or  write  for  our  Wff  KIT\ 

IVtprovMtoMiMMfW 
i/iatfy  strfkt  fof  a 
itd_  nasamih  nti. 

351 1  Silveiside  Rd,  /105-fB  •  Wilmington,  DE  US*  19810 
302-477-9800  •  800-32K0Rf  •  FAX  302-477-981 1 
E-adi:  co(p@delreg.coni  •  litinMt:  littp://del[eg.u)ni 


$350,000++  Potential 
AnnuaUy  FROM  HOME 

$350K  aiid  more  possible  annually  from  one-time 
start  up  of  less  than  $10K.  $75K  potential  1  st  few 
months.  One  year  old.  global  company, 
brtak-through  product  and  profit  structure.  Work 
from  where\er  you  ha\'e  phone,  fax.  No  inventory 
or  selling  expenence  required.  No  meetings,  not 
MLM.  CaU  now— 1-800-432-0018  x2776  for  24 
hour  2  minute  message. 


0FWSHOKE 


TAKE  YOUR  BUSINESS  OFFSHORE  FOR  THE 
BEST  ASSET  PROTECTION  AND  PRIVACY 
Companies  -  Bahamas,  BVl,  Cayman 

TmsB,  Bank  &  Secutiti,..!  Acco.    '"J *  I'ul,  , 
CtcJitCanls  ,**75 


Visa/MC/Amcx 

(800) 551-9105 

hnp:/AvwwikYsijff.conx/LiC3 


Send  for  a 


FREE 
CATALOG 

of  business  books  for  sale 
by  the  U.S.  Government! 


Write  to: 

Free  Business  Catalog 
U  S  Government  Printing  Office 
Office  of  Marketing — Stop  SM 
Washington,  DC  20401 


Universitv  Dear 


Approved  Self  Paced  Home  Sti 
Associate  Bachelors  Masters  Do 

Emptiasis  in  Business  Admin,  Public 
Healtti  Care  Admin,  Human  Resoui 
Finance,  International  Business,  Tech 
Law,  Paralegal,  Psyctiology  Call  lor  b; 
(800)  477-2254  (24  hrs) 
Southern  California  Universlti 
for  Professional  Studies 
1 840  E.  1 7  St  -  F,  Santa  Ana,  CA  92 
http://www.scups.edu 
Email:  enroll@scups.edu 


MBA  BY  Distance  Lem 

Maior  British  university  otters  accredited  ^ 
Bactielor's  or  GMAT  needed  Cfiosen  by  Ec 
IntelligetKe  Unit  as  one  of  world's  best  MBA  pr^ 

HERIOT-WAH  UNIVERSITY  j  (800)  MBA 
Nortti  American  Distributor  i  •  Ask  foi 
6921  Stockton  Ave.  Suite  C,  El  Cernto,  CA  9 
For  immediate  FaiBack  literature:  fron 
fax  machine's  phone,  call  (510)  486-85 


COLLEGE  DEGR 

BACHB.0R'S  ■  master's  -  DOCTO 

For  Work.  Lila  and  Academ/c  Export 

Earn  your  degree  thro 
convenient  home  sIl 

(800)  423-3244  ex. 
Fax:  (3tO)471-64S 

send  detaled  resume  tor  Fnttvut 

Pacific  Western  Univer 

1210  Auatil  Street.  Dep1 166,  Honolulu.  HI  96614. 
http://www,pwu-tii,eclu 


Earn  Your  Degree  Noi 

BS,  MA,  MBA,  Ph.D. 

I  Send  resume  for  no-cost  evaluation  d 
(800)  240-S 

6400  Uptown  Bl 
ry"  Suite  I 
Oi 

'  Albuquerque,  New  Mexico  871 1 01 


GET  A  COLLEGE  DEGR 
IN  27  DAYS 

BS/MS/MBA/PhD.,  etc.  IncluC 
graduation  ring,  transcr! 
diploma.  Yes,  it's  real,  lec 
guaranteed  and  accredit! 
1-800-689-8647,  24/hours. 


Forbes    •REACH  THE  AFFLUENT- 

CAPBTALSST  TOOL0° 


II  PORSCHE  OWNER 


;h  book 


I)  777-8881 

neraalSL, Sunnyvale, CA 94086  Cilltoll-trw 

736-9013  Web;  http://automotion.oom 


M3k£  your 

rnLire  beauhful, 
go  faster  and  last 
I(  iii£;pr  with  the 
'  mrts,  aoces- 
jfidetper- 
■ . '  'Ae  have  it 
alitor  356, 911, 
yi2, 914,924, 944, 
968, 928, 993  and 
Btixster  owners. 
Our  200-page 
catalog  IS  tree  to 
Porsche  owners 
or>4,  ri'fundable 


kNG-IT™  CLIPS 

Clips  of  the  21st  Century 
'BYE!"  to  GEM  Clips! 
t»License  Now!«« 
c//www.usanikt.com/jps 
jps@usamkt.com 
31-7590  F:7 14-360-92 14 


It  keeps 
Lore  than 
lemories 
alive 


THE  AMERICAN  HEART 

ASSOriATION 
MEMORJAL  PROERAM 

1-800-242-8721 


can  Heart  Association 

ice  provided  as  a  public  service 


0 


Classified 


fiEMESIAIE 


Prestigious  Nine  Bar  Ranch  For  Sale 


Highly  Developed  4000  Acre  Purebred  Cattle  and  Horse  Operation  Located  Outside 
Houston,  Texas  •  Renowned  International  Reputation  •  Excellent  Highway  Frontage 
in  Houston's  Growth  Corridor  •  Meticulous  Attention  to  Detail  &  Amenities 
•  Contact  Jennifer  L.H.  Myers  Tel:  713»840»8853,  Tel:  713»467»4671, 
Fax:  713»840«8854. 

A.L.  Salley  Realty 

specializing  in  prestigious  farm  &  ranch  properties 


COPjIMERCIAL  REAL  ESTATE 


FL  KEYS,  45  ac,  gated, 
private  island,  connects  to  usi, 

sandy  beach,  zoned  Beach  Club, 
utilities.  Includes  adjacent  10  ac  gated 
marina,  pool.  3.9M  Serious  only 
305-670-1888,  451-5400,  PO  430756. 
So.  Miami,  FL  33143 


BOOMTHORS/PUBLISHERS 


NEW  AUTHORS 

PUBLISH  YOUR  WORK 

All  subjects  considered: 
Fiction,  Biography,  Poetry,  Religion,  Childrens 

AUTHORS  WORLDWIDE  INVITED 

write  or  send  your  manuscript  to: 
MINERVA  PRESS 

2  OLD  BROMPTON  ROAD,  LONDON  SW7  300.  ENGUND 


EXECUTIVE  GIFTS 


Back  pain? 


Based  on  the  Alexander 
Technique,  PosturEvolution  is  not 
simply  a  seating  device,  it's 

a  long-term  approach 
to  back  care. 

Our  seat  support  guides  you 

into  sitting  properly. 
And  good  posture  can  lead 
to  immediate  comfort  and  to 

lasting  relief. 


800  392  0363 


INVESTMENT  C.EMSTONES 
GUARANTEED  LIQUIDITY!! 

We  buy  &  sell  Diamond.s 
and  all  Precious  (iemstones. 
Free  wholesale  catDloj;  since  1967! 
Member:  Jewelers  Hoard  of 
Trade  &  Chamber  of  Commerce. 

HOUSE  OF  ONYX 
1  Main  St.,  Greenville,  KV  42345 
l-80n-844-.1I00  or  FAX  502-.138-9605 


  ise 

your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  Information  on  franchising. 

mncorp^ 

SptctallstB  In  FranehlBt  0*v»lofim*n1 

1-800-FRANCHISE  (1-800-372-6244) 
www.francorplnc.com  fb 


FA$T  EA$Y  FINANCING 


or  equity  capital  for  your  business.  New 
database  profiles  10,000  active  lenders 
willmg  to  take  risks  your  bank  won't 
75  fmancing  types  give  you  countless 
options  for  every  deal 

FREE  INFO  800-580-1188 


FINE  ART 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  $  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or(310)  798-1360 


SILVERSTATE  FINE  ART 


Get 


Life 


Take  control 

A of  your  schedule 
with  Flexjet'" 
fi-actional 
ownership. 
It's  not 
time-sharing.  It's  guaranteed 
anytime  access  to  a  fleet 

of  business  jets,  from 
an  all-inclusive  $170,000 

a  year*  over  5  years. 
Call  1-800-590-JETS. 
#   Oh,  YES  you  can. 


BUSINESS 

JetSoluticms 

the  executive  aviation  afiiliate  cf  AmericanAlrflnes* 

*  Estimated  annual  after-tax  cost  of  ownership 
of  1/8  share  (SOO  occupied  hours  over  five  years) 
in  a  Learjet*  31A.  Conditions  apply. 


is  available  year  round  at  Atlanta,  Charlotte,  Las  Vegas, 
and  Walt  Disney  World  Speedway.  5  courses  to 

choose  from  with  rides  starting  at  $99.99. 
For  more  information  and  a  free  brochure,  call: 


FORBES  MARKET  CLASSIFIED 

To  spotlight  your  specialty  product  or  service  to  an  affluent  proven  responsive  executive  audience: 

CALL  OR  FAX  LINDA  LOREN  (212)  260-0620  or  FAX  (212)  260-8183  e-mail:  lloren@forbes.com 


Plant  an  arts  center  in  the  inner  city. 
Add  children.  Watch  it  grow. 


Irwin  J.  Jaeger,  Presidrnt  and  Chief  Executive 
Officer,  Jaeger  Management  Company,  speaks 
about  business  and  the  arts  with  David  Finn, 
board  member  of the  Business  Committee  for 
the  Arts,  Inc.,  and  Chairman  of  Ruder -Finn. 

"My  mother  was  responsible  for  what- 
ever interest  1  had  in  the  arts  as  a  boy. 
Nothing  could  disturb  her  listening  to  the 
Met  Saturday  afternoon  radio  broadcasts. 
She  often  took  me  to  the  operas  performed 
at  the  Cincinnati  Zoo  each  summer. 
Sometimes  we  would  hear  the  performers, 
and  sometimes  only  the  birds  and  animals! 

"When  I  was  in  my  mid-thirties  I  moved 
from  Cincinnati  to  Los  Angeles  and  went 
into  the  consulting  business,  and  then  into 
real  estate.  My  involvement  with  the  arts 
took  a  curious  turn  a  few  years  later  when 
I  made  up  my  mind  that  there  had  to  be 
more  to  life  than  being  successful  in  busi- 
ness. So  I  decided  to  volunteer  as  a  teacher 
in  my  son's  school  in  Beverly  Hills.  For 
two  or  three  hours  each  week  I  taught  a 
math  class  and  did  whatever  else  would 
help  the  teacher  and  students.  Eventually  I 
realized  that  a  Beverly  Hills  school  didn't 
really  need  my  help.  It  was  like  bringing 
coals  to  Newcastle.  So  I  decided  to  volunteer 
in  the  inner  city.  I  went  to  the  Ninth  Street  School  in  the  heart  of  Skid 
Row  in  Central  Los  Angeles  and  asked  what  I  could  do  to  help. 

"I  ended  up  assisting  an  artist.  Bob  Bates,  a  volunteer  teaching 
art  in  the  school.  He  said  he  wished  there  was  a  place  where  he 
could  do  this  type  of  work  full-time  with  children.  I  did  a  lot  of  soul 
searching  and  finally  said  to  my  wife,  Tm  going  to  give  this  artist 
$25,000  and  tell  him  to  find  a  place  where  he  can  teach  these  chil- 

nfP^Bp^HHHHHHH  dren  on  a  regular  basis.' 

HHHBBMHHHMHI  "We  found  a  loft  close  to  the  school  and 
built  an  art  studio.  About  55%  of  the  children  we  began  teaching  at 
the  studio  were  homeless  and  most  were  immigrants.  The  art  experi- 
ence was  terrific  for  these  kids.  Unlike  other  subjects,  there  is  no 
right  or  wrong  when  it  comes  to  the  arts.  Art  is  their  own  creation. 
Whatever  they  do  is  okay.  They  can  be  very  proud  of  what  they  cre- 
ate. Experiences  with  the  arts  give  children  the  opportunity  to  build 
self-esteem.  Without  self-esteem,  they  don't  have  a  chance  to  learn. 

"Eventually,  I  decided  to  buy  an  old  garage  in  Skid  Row  and  rebuild 
it  as  a  school,  called  Inner-Ciry  Arts.  Today  Inner-Ciry  Arts  serves  a 
growing  number  of  public  S(.hoo!s  in  Skid  Row  -  almost  8,000  children 
each  year.  These  children  come  i;:  the  center  during  the  school  day  for 
their  classes.  On  weekends  we  offer  programs  for  parents  and  families. 


hunn  Jaeger  with  children  from  the  Inner-City  Arts  Center  in  Central  Los  Angeles. 


"My  involvement  with  Inner-Ciry  Arts  has  been  extraordinarily 
rewarding  to  me  personally.  When  I  go  there  and  see  how  the  kids  g 
turned  on  by  what  they  are  doing,  it's  just  marvelous.  Watching  the 
children  come  off  the  bus  -  kids  from  Skid  Row,  going  to  an  arts 
facility  to  create  and  feel  good  about  themselves  -  makes  me  feel  grc 
My  work  there  is  a  labor  of  love. 

I  believe  this  is  a  case  where  an  arts  program  could  not  have  got 
ten  underway  without  the  guidance  of  a  business  person  who  could ; 
bring  his  knowledge,  experience  and  contacts  within  the  communit)| 
to  the  project.  The  opportunity  to  help  develop  Inner-City  Arts  has 
been  a  wonderful  gift  to  me,  and  I  hope,  to  the  children  it  serves.  I  i 
proud  that  Inner-City  Arts  is  considered  a  pilot  program  that  can  bd 
replicated  an)'where  in  the  country." 

The  most  respected  companies  in  the  world  are  involved  with  the  arts  in  altogether 
new  ways.  To  form  an  alliance  that  meets  your  strategic  goals,  contact: 

Business  Committee 
for  the  Arts,  Inc. 

1775  Broadway,  Suite  510 
New  York,  New  York  100J9 
212  664-0600 

Prepared  as  a  public  service  by  AD  LUBOW,  Inc. 


EDITED  BY  DERO  A.  SAUNDERS 


The  more  things  change..." 
^0  years  ago  in  Forbes 


aptain  Charles  Lindbergh  just  before 
is  historic  New  York-Paris  flight. 


ROM  THE  ISSUE  OF  JUNE  15,  1927) 

Lindbergh  performed  a  marvel  for 
tdation  and  for  himself.  He  waved  a 
lagic  wand  over  Franco-American 
eUng,  transforming  it  from  some- 
ling  jagged,  ragged  and  more  hys- 
:rical  and  peeved  than  friendly,  into 
omething  like  the  old  affectionate 
Dnsideration  of  one  Republic  for  the 
ther." 

>0  years  ago 

^ROM  THE  ISSUE  OF  JUNE  15,  1937) 

According  to  exhaustive  tests  you 
m  get  the  same  amount  of  summer 
Dmfort  in  three  different  ways — by 
joling;  by  dehumidifying;  or  by  a 
alanced  combination  of  the  two." 


f 


Engineers  found 
out  early  that 
wind,  if  not 
allowed  for,  could 
easily  cripple 
air-conditioning 
systems. 


"Rumbles  of  friture  trouble  come 
from  the  auto  industry  as  labor  shifts 
uneasily  in  its  seat.  The  United 
Automobile  Workers  prepares  to 
demand  recognition  as  sole  bargaining 
agency  for  General  Motors  employees 
when  UAW-GM  agreement  comes  up 
for  possible  revision  in  mid- June." 

50  years  ago 

(From  the  issue  of  June  15,  1947) 
"Some  car  builders  feel  existing 
markets  will  prevail  indefinitely;  deal- 
ers' reports  indicate  new  orders  are 
rimning  at  double  the  probable  out- 
put for  the  year.  Introduction  of  new 
low-priced  cars  won't  come  until  the 
market  really  becomes  competitive." 

"Has  saving  lost  its  appeal.^  Whereas 
savings  banks  used  to  pay  as  much  as 
4%  or  even  more,  today's  rate,  in  New 
York,  for  example,  is  1.5%.  U.S.  life 
insurance  companies  earned  less  than 
3%  on  their  invested  fiinds  in  1946, 
an  all-time  low." 

"Another  food  crisis  abroad  next 
spring  is  already  foreseen  in 
Washington.  This  will  be  in  spite  of 
record  production  this  season  in  such 
exporting  countries  as  the  U.S.  Besides 
short  supply  and  abnormal  demand  for 
grain  in  Europe,  a  rice  shortage  in  Asia 
means  wheat  and  other  grains  will  have 
to  be  substituted." 

25  years  ago 

(From  the  issue  of  June  15,  1972) 
"Emergence  of  the  discount  broker- 
age house  was  probably  inevitable.  Its 
causes  were  the  growth  of  the  stock 
market,  the  complexity  of  modern 
brokerage  houses  and  their  increasing 
orientation  toward  big  customers, 
and  above  all  their  reftisal  to  unbun- 
dle their  commission  package.  For 
years  now  the  brokers  have  been 
charging  ever  higher  fees  to  the  small 
to  medium-sized,  do-it-yourself  in- 
vestor, forcing  him  to  pay  for  services 
he  did  not  want  or  need." 

"Where  is  the  small  investor  of  today 
going  to  put  his  money  tomorrow? 
Into  the  bank.^  Into  U.S.  savings 
bonds?  Insurance?  Tax-exempt  bonds? 

"None  of  these,  says  seventh-gener- 
ation Boston  money  manager  George 
Putnam.  Then  where?  Into — hold 


your  hat — mutual  ftinds,  insists  this 
Boston  Brahmin,  whose  eight  Putnam 
frinds  have  $2.3  billion  in  assets.  He 
believes  the  fiinds  are  on  the  threshold 
of  a  new  era  of  growth  that  could  eas- 
ily double  or  triple  their  size." 

10  years  ago 

(From  the  issue  of  June  15,  1987) 
"The  Dow  industrials  are  off  7%  from 
the  Apr.  6  peak  of  2406.  Worries 
about  a  Federal  Reserve-engineered 
rise  in  interest  rates,  renewed  inflation, 
the  inability  of  Latin  American  bor- 
rowers to  pay  their  debts,  and  missiles 
flying  around  the  Persian  Gulf  proba- 
bly contributed  to  the  reversal.  Over 
the  last  two  weeks  the  Dow  fell  4.7%, 
while  the  WUshire  index  of  nearly 
5,900  issues  suffered  a  similar  loss." 

^rks  Schwab  &  Ci~Jm,^ 


By  1987  Charles  Schwab  was  already 
looming  large  in  discount  brokerage. 


"Charles  Schwab,  49,  is  the  man  to 

watch  in  the  financial  services  industry 
these  days.  Back  in  control  of  Charles 
Schwab  &  Co.,  the  San  Francisco- 
based  discount  brokerage  house  he 
founded  in  1971,  Schwab  has  giant 
ambitions.  He  has  an  excellent  chance 
of  achieving  those  ambitions." 

"Talk  of  investing  to  boost  compet- 
itiveness in  world  markets  is  all  the 
rage  in  business  circles  right  now.  But 
when  International  Paper  Co.,  the 
world's  largest  integrated  papermak- 
ing  concern  (1987  estimated  sales, 
$7.5  biUion),  set  out  to  do  just  that  in 
the  late  1970s,  littie  did  it  know  how 
long  it  would  have  to  wait  for  the 
effort  to  bear  fruit.  Eight  years  and 
$6  biUion  later,  IP  is  only  now  begin- 
ning to  see  signs  of  a  payoff "  H 
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In  this  land  where  one's 
religious  affiliation  (if 
any)  is  a  matter  of  less- 
than-lethal  intensity  to 
most  of  the  citizenry,  it's 
hard  to  realize  that  it's 
a  matter  of  life  and  very 
often  death  to  multimil- 
lions  in  India,  Pakistan, 
Banjjladesh,  as  well  as 
beinjj  basic  in  Arab-Israeli 
warring.  And  for  decades 
Ireland's  religious  strife 
has  been  making  and  unmak- 
inpi  British  parliaments  and 
prime  ministers.  Maybe  it's 
not  all  bad  that  lots  of  us 
don't  feel  so  dedicated  to 
our  faiths  that  we're  will- 
ing to  persecute  or  kill 
those  not  sharing  our 
brand  of  Enli^ihtenment. 

-Malcolm  Forbes 


A  Text .  .  . 

Hast  thou  not  known? 
Hast  thou  not  heard, 
that  the  everlasting  God, 
the  Lxjrd,  the  Creator  of 
the  ends  of  the  earth, 
fainteth  not,  neither  is 
weary?  There  is  no 
searching  of  his  under- 
standing. He  giveth 
power  to  the  faint;  and 
to  them  that  have  no 
might  he  increaseth 
strength. 
-IsMhH  40:28-29 

Sent  in  by  Alice  Stevens, 

Atlanta,  Ga. 

What's  your  favorite 

text?  Forbes  Book  of  Quotations: 

Thoughts  on  the  Business 

of  Life  is  presented  to  senders 

of  texts  used. 


When  I  was  40,  my  doctor 
advised  me  that  a  man  in 
his  forties  shouldn't  play 
tennis.  I  heeded  his  advice 
carefully  and  could  hardly 
wait  until  I  reached  50 
to  start  again. 
-Justice  Hugo  L.  Black 

If  you  don't  take  care  of 
your  body,  where  else  are 
you  going  to  live? 

-Anonymous 

My  generation  of  radicals 
and  breakers-down  never 
found  anything  to  take  the 
place  of  the  old  virtues 
of  work  and  courage  and 
the  old  graces  of  courtesy 
and  politeness. 
-F.  Scott  Fitzgerald 

When  you  can  see  no  disad- 
vantages, look  harder. 
-Robert  Hale 


Age  is  mind  over  matter. 
If  you  don't  mind,  it 
doesn't  matter. 

-SATt:HEL  Paige 

When  two  people  decide  to 
get  a  divorce,  it  isn't  a 
sign  that  they  "don't  under- 
stand" one  another,  but  a 
sign  that  they  have,  at 
last,  begun  to. 
-Helen  Rowiand 

"We  will"  or  "We  won't" 

I'm  willing  to  buy. 
But  somehow  I  doubt 

"We'll  give  it  a  try." 
-Cecil  Baxter 

A  lawyer  is  a  learned  gende- 
man  who  rescues  your  estate 
from  your  enemies  and  keeps 
it  himself 

-Lord  Henry  Brougham 


Before  you  criticize  someone, 
walk  a  mile  in  his  shoes. 
Then  when  you  do  criticize 
that  person,  you'll  be  a 
mile  away  and  have  his  shoes! 
-Anonymous 

A  long  engagement  gives 
those  who  are  madly  in  love 
a  chance  to  become  sanely 
in  love  before  they  marry. 

-CULLEN  HiGHTOWER 


The  "Thoughts"  three-volume  boxed  set  and  individ- 
ual volumes,  now  out  of  print,  have  been  replaced  by 
Fortes  Book  of  Quotations-.  Thoughts  on  the  Business 
of  Life,  a  n&fj  one-volume  deluxe  edition  with  more 
than  900  pages  and  14,000  quotes.  The  price  is  only 
$40.00,  plus  $3.50  shipping  and  $1.00  per  item 
handling  (add  applicable  sales  tax). 

Still  available:  the  Thoughts  Screen  Savertor  PC 
(Windows  3!^"  diskette),  for  $19.95. 
To  order,  please  call  toll-free  1-800-876-6556. 


Radical  reformers  are  rarely 
very  deep  thinkers:  Deep 
thought  about  the  human 
condition  tends  to  promote 
pessimism  and  despair. 
-Thomas  Cromwell 

Sometimes  I  get  the  feeling 
the  whole  world  is  against 
me,  but  deep  down  I  know 
that's  not  true.  Some  small- 
er countries  are  neutral. 
-Robert  Orben 

Liberal  institutions 
straightway  cease  from  being 
liberal  the  moment  they 
are.  firmly  established. 

-Nietzsche 

None  of  the  virtues  has 
so  many  crimes  to  answer 
for  as  clemency. 
-Francis  Bacon 
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If  gnats  had  wheels, 
we'd  make  the  bearings. 


v<  iff 


The  Timken  Company  and  its  subsidiaries  make  and 
sei-vice  bearings  that  weigli  half  ail  ounce.  And  bearings 
Jhat  weigh  nine  tons.  Wherever  wheels  or  shafts  turn, 
from  disk  drives  to  drilling  rigs,  from  dental  drills  to 
rolling  mills,  Timken  precision  improves  performance. 

TQ  LEARN  MORE  ABOUT  THE  TIMKEN  COMPANY  CALL330-47)-3820.  :  , 


TIMKEN 

WORLDWIDE  LEADER  IN  BEARINGS  AND  STEEL 


Hie  Nif'kJaus  Edition  Town  Car  includes  a 
|>er$onalized  Nicklaus  leather  golf  bag. 


TEE  TIME  AT  3.  DINNI 

I've  wasted  it.  That's  why  I  drive  the  Jack  Nick 
and  ready  to  go.  My  Town  Car  has  that  signal 
throughout.  And  a  choice  of  two  rich  color 
Apparently,  Jack  Nicklaus  appreciates  the  S£ 


1  wtl 

No  other  luxury  car  scores  higher  in  owner  loyaltyJ 

1  I  f"""  information  via  the  bilernet,  enter  hi<p://www.}incolnvehcles.com  or  to  receive  a  free  brochure,  call  1  800  446-8888. 

'According  to  The  Polk  Company  Study  of  1996  luxury  households,  no  luxury  car  has  higher  owner  loyalty  than  Lincoln  Town  Car. 


MOVADO 


LONDON  JEWELERS 

Manhasset,  Glen  Cove, 
Greenvale,  East  Hampton 
516-329-3939 


For  a  free  Vizio  brochure, 
call  toll  free:  1 -888-8MOVADO. 
http://www.vizio.com 


iii  w  Vork 
Bdl  Harbour 
Beverly  Hills 
Costa  Mesa 
.lonol  ul  u 
I ol I  Free 
(888)  88ZEGNA 

BARNEYS   NEW  YOkK 

BERGDORF  GOODMAN 

BOYOS 

LARRIMORS 

LOUIS  BOSTON 

MCINERNY 

MITCHELLS 

NEIMAN  MARCUS 

M. PENNER 

POCKETS 

RICHARDS 

HARRY   ROSEN   BLOOR  ST 
RUBENSTEIN  BROS. 
SAKS   EIFTH  AVENUE 
ULT IMO 

WILKES  BASHFORD 


Enri 


Features 


Northern  Flights  Afath  er,  a  daughter,  a  very  long  runway  84 
Summer  School  An  education  to  build  upon  94 
The  Return  Of  The  Kahuna  Brave  the  wave  lOO 

Dordogne  By  Derailleur  Frame,  by  the  seat  of  your  bike  pants  108 
Giving 'Til  It  Hurts  The  season 's  celebrations  made  painless  1 17 
The  Tao  Of  Barbecue  Grill  men  don't  eat  quiche  125  jfe 
How  To  Train  A  SEAL  Overcoming  obstacles  129 


onte 


Hadley  and  I  fished 

just  beloiv  a 
pool  where  a  large^ 
cinnamon  -colored 

grizzly  bear 
would  periodically 
hurl  himself  into 

the  river  and 
emerge,  out  of  the 
spray y  with  a  salmon 
in  his  teeth. 


rvi 
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Departments 

The  FYEye  Bug-eyed  fir  summer,  and  more  14 
Mr.  Sisyphus  Are  we  there  yet?  23 
flutO-ExOticism  Vetteran's  affairs  31 

Dirty  Fingernails  The  lawn  hot  summer  35 

Security  Protect  yourself  41 

Letter  From  Nantucket  whUeyou  were  away. . . 

Touring  Pro  Blowing  smoke  in  Cuba  53 
The  FYI  Signpost  JuHa  ChUd  does  Venice,  and  more  59 
The  Golf  Bag  if  the  Old  Course  ain't  broke  ^ 
Wellth  Aural  escalation,  and  more  79 
Books  Read  i.t  and  reap  136 
The  Bull  Board  All  we  know  we  read  in  the  pi 

David  and  Peter  Tumley 
have  taken  some 
of  the  most  incredible 

documentary 
photographs  of  the  last 

quarter  of  this 
century.  In  Times  Of 

War  And  Peace 
is  both  stunning  and 
thought-provoking. 

Pare  ii6 


Pour  two  ounces  of  Skyy  vodka  over  ice  and  add  five  ounces  of  grapefruit  juice.  Also  known  as  a  Greyfiound,  Skyyfiound,  Skyy 
apefruit.  For  exceptionally  cfean,  clear  vodka  produced  by  four-column  distillation  and  triple  filtration,  always  reacfi  for  the  Skyy. 


40%  alc/vol  (80  Prool)  100%  groin  neutral  spirits.  ©1997  Skyy  Spirits,  Inc.,  San  Francisco,  California. 


Half    Of    Driving  I 

Th  e   Rest  I 

Introducing  The  Ti  Bubble™  2.  The  longest, 

MOST  CONSISTENT  DRIVER  WE'VE  EVER  DESIGNED. 

It's  the  perfect  combination  of  both  halves  —  a  breakthrough  titanium  head  design  and  nl 
Bubble  Shaft  technology  that  makes  this  the  most  advanced,  most  complete  titanium  drivei 

we've  ever  built. 


>H  ^,»"  1st  generation 

O  ___  I-  ,  Titanium  From  the  first  swing  you'll  notj 

U  **'      ^„„*«*'**^'  ^\S^  Ti  Bubble  2  ,  .  •  i       i  i  i 

w  ^^^^  \  >^  your  drives  are  considerably  longe 

That's  because  we  made  the  head  1 

Distance  and  relocated  Its  center  of  gravity. 

creates  greater  initial  ball  velocity  off  the  club  face,  an  explosive,  hotter  trajectory  and  less  bad 

So  your  drives  accelerate  faster,  fly  longer  and  roll  farther  than  any  club  we've  ever  i 

)ut  our  pursuit  of  the  perfect  driver  didn't  stop  there. 


THE 


NEW 


T  I 


B       U      B       B       L  E 


1-800-TITANIUM,  EX 

©1997  Taylor  Made  Golf  Company.  Find  Your  Game  is  a  trademark;  Bubble  and  Taylor  Made  are  registered  trademar 
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O  N  G  E  R 


I  s  I  N  Yo  u  R  Head. 
N  Yo  u  R  Shaft. 


Stjinda^d    qrigii  al    B^bbl^  2 
ubhe 


We  also  re-engineered  the  entire  shaft.  The  new 
Bubble  2  shaft  is  wider  from 
bubble  to  tip,  making  the  club 
head  much  more  stable  at  impact. 
You'll  even  feel  more  power 
in  your  swing  —  without  any 
added  effort.  Why?  We  made 
the  shaft  lighter  and  optimized 


New  Bubble  2 
Lighter,  More 
Stable 


Bigger,  Hotter  Sweetspot 

■ight  distribution  to  create  greater  club  head  speed  and  force, 
y  Taylor  Made  can  combine  the  best  of  titanium  with  the  unsur- 
1  distance  and  accuracy  of  the  Bubble  2  shaft.  So  don't  just  settle 
If  of  a  great  driver.  Get  all  of  it  with  the  new  Ti  Bubble  2.  FindYourGame: 


Taylor  Made 


H 


R  . 


O 


lormadegolf.com  ^mm^mmmm^- 
iade  Golf  Company.  The  appearance  of  the  Bubble  shaft  is  a  trademarked  design  of  the  Taylor  Made  Golf  Company 


.er's  Litigation  Bag 


(doubles  as  your  laptop  bag) 


Glaser  Litigation  Bag 

Walnut  or  black  leather,  19  x  13  x  8",  $795. 

You  can  stack  letter-size  and  A4- 
size  (documents  vertically, 
side-by-side  inside  your 
^^^^]   Glaser  Litigation  Bag, 

and  organize  your 
Litigation  Bag  however  you  like 
with  Glaser  Insiders™  dividers. 


Our  Traveler's  Briefcases 
double  as  your  laptop  bag. 
Your  laptop  is  protected  by 
our  padded,  Flexible  Un- 
wreckable™  frame. 

We  also  make  the  world's 
best  luggage  for  frequent 
travelers,  and  we  design 
and  make  custom  gifts  for 
corporate  clients. 

Ten  of  us  work  together 
to  design  and  make  Glaser 
Travel  Goods  in  our  San 
Francisco  studio.  We  sell 
direct  to  you. 

Please  call  for  a  free  catalog. 


Glaser  Designs 

Travel  Goods  Makers 
32  otls  st.  san  francisco  ca  94io3 
phone  415-552-3188  fax  415-431-3999 
toll  free  80o-234-io75  glasdes@aol.com 


lodii'y,  '•hf  proud  Bereiin  heritage  finds  expression  in  classic  tweeds,  rich  silks, 
adventurous  field  clothing,  accessories  and  fine  sporting  arms.  Each  is  created  for 
those  who  share  a  ;:ossion  for  tradition  and  a  penchant  for  style. 
See  them  all  at  the  Beretta  Gallery. 

New  York  •  718  Madison  Ave.  (BelM'een  6}rd  and  64lh)  •  (2 1  VH 19-3235 
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eye  on  the  ball? 


^ruial  wahr  hazards.  'Unfair fairways.  (5lill. 
the  greahsl  challenge  of  all  is  keeping  your  eye 
from  wandering  lo  pink  shores  and  turquoise 
reefs.  ^11  in  a  place  wilh  more  golf  courses  per 
square  mile  lhan  any  other  country  in  the  world. 
Call  your  travel  agent  or  i~&00 -Bermuda, 
^nd  sorry,  no  additional  strokes  for  sunsets. 


$610 


round  trip 


il-day/3-iiight  air-inclusive  pacl^age. 
your  travel  agent  or  1-800-BERMUDA  today. 
Ask  your  hotel  about  golf  in  Bermuda. 


^  I  R  M  (J  0  ^ 


lei  yourself  GJ"- 


moy  miy.  [end  piice  based  on  He*  tok  deporlure  Piices  loty  based  on  point  of  deportufe  Piices  ore  mmm  rale,  per  person,  double  occuponcy  doles  ore  elfeciiie  Iptll  1, 199/,  ihrougb  Dclober  51. 1997,  ond  ore  subject  to  cbonge.  pcok/holiJoy  soicboiges.  oioilobiSly.  concellolion  charges  and  resiridions.  Hot  included  ore  bold  toi. 
irvicf  charges,  and  lesorl  le»ies,  teo  not  included  ore  opplicoble  departure  toies,  customs  ond  iinmigroiion  lees,  ond  passenger  focilily  charges  Pockogcs  ovoiloblc  from  mo|or  oirlines/wbolesolers  serving  Bemudo.  Package  prices,  lerins.  ond  conailions  vary  by  wholesaler  Hot  responsible  loi  errars  or  omissions  wilbin  llic  content  of  this  od. 


"I  distrust  camels,  and  anyone  else  who 
can  go  a  week  without  a  drink." 
— Joe  E.  Lewis 


Th 


Butterfly  McGuire 

Lepidopterists  at  the  University 
of  Florida  in  Gainesville  are  go- 
ing bug-eyed  over  the  gift  they're 
about  to  receive  from  William 
McGuire,  CEO  of  United  Health- 


care 
Corp.  It's 
McGuire's 
personal 
stash  of  30,000 
Hesperia  butter- 
flies— the  world's  larg- 
est collection,  pain- 
stakingly put  together 
and  worth  around  a 
quarter-million  dollars. 
A  physician  and  aca- 
demic before  going  corporate, 
McGuire  became  a  butterfly 
enthusiast  as  a  med  student  in  the 
1970s.  He  collected  specimens 

across  the  South- 
west, many  from 
areas  that  have 
since  become  urban  wastelands. 
His  interest  gradually  narrowed 
to  the  family  Hesperiidae — known 
as  "Skippers"  for  their  powerful 
flight — and  to  the  genus  Hesperia 


in  particular.  The  attraction  was 
hardly  physical.  "These  aren't  big, 
showy  butterflies,"  he  admits. 
"Most  are  just  little  brown  things 
that  were  relatively  understudied 
and  showed  some  interesting  vari- 
ations within  the  species." 

McGuire  has  authored  scientific 
papers,  and  his  work  has  been 
cited  in  a  number  of  habitat  stud- 
ies over  the  years.  What  with 
the  rigors  of  corporate  life,  he  tells 
us  he's  pretty  much  abandoned 
the  hobby  these  days.  But  the  ben- 
eficiaries of  his  work  say  he's 
just  being  modest.  "McGuire's  in- 
vited me  to  his  home  this  spring 
to  help  pack  up  the  collection,"  says 
Dr.  Tom  Emmel,  a  lepidopterist 
at  Florida  U.  "We'll  probably  spend 
the  whole  weekend 
talking  about 
butter- 
flies." 


KEEPING  THE  "UP"  IN  NUPS 


Well  placed  between  planting  and  harvest,  June  has 
long  been  the  big  month  for  nuptials.  In  1995  it  led 
again,  with  11%  of  the  nation's  2.25  million  wed- 
dings, according  to  the  Association  of  Bridal  Consultants.  So 
we  wonder:  what's  the  one  thing  this  year's  crop  of  June 
brides  can  count  on  to  screw  up  their  otherwise  perfect  day? 

"That  would  be  the  people  element,"  says  Teddy  Len- 
derman,  one  of  only  eight  "Master  Bridal  Consultants"  in  the 
country.  "Disasters  you  can  control.  What  you  can't  fix  is  at- 
titude." Indeed,  over  12  years,  Lenderman  has  tracked  down 
drunken  groomsmen,  busted  up  a  fight  between  a  father  and 
son-in-lav/,  and  even  donned  a  bullet-proof  vest  after  a 
groom'c  r.-oiUc.  rhreatened  to  blow  a  whole  wedding  party 
away.  "So  many  p:  -l-  think  this  business  is  all  fluff  and  lace. 
On  one  side  it  is,  o    '  r  other  it  can  be  gruesome." 


How  to  rise  above 
personality?  Lenderman 
suggests  setting  up  a 
private  space  at  the  cere- 
mony site  and  giving  the 
bride  and  groom  15  minutes 
alone  to  "really  feast  on  each 
other"  before  the  chaos  begins. 
"Once  the  ceremony  starts,  you  can 
pretty  much  throw  that  precious,  once-in-a-lifetime,  'oh- 
my-God-you-look-absolutely-gorgeous'  moment  right  out 
the  window." 

Wish  we'd  thought  of  that.  Lendernian's  Complete  Idiot's 
Guide  To  The  Perfect  Wedding  (Macmillan),       800-428-  I 
^i.  For  all  the  "Masters, "  contact  the  ABC  at  860-^^^0464. 


14  FORBES 


FYI 


FYEye 


Anyone  Seen  My  Duck? 

It's  really  a  two-man  operation,"  Chip  Fisher  tells  us,  as  he  rotates  the  wheel  of  his  an- 
que  duck  press  while  we  hold  the  bottom  steady.  There's  something  vaguely  Victorian  about 
lis  kitchen  contraption.  Jules  Verne  might  have  imagined  it  for  a  restaurant  of  the  future 
)f  course,  says  Fisher,  the  press  has  been  used  by  French  chefs  for  centuries  to  crush  the 
ones  and  cartilage  of  the  cooked  and  butchered  bird — the  resultant  liquid  is  used  to  braise 
neat  in  certain  recipes.  As  head  of  Lamalle  Kitchenware,  New  York's  emporium  of  pro- 
•ssional-quality  cookware.  Fisher  needs  to  know  the  history  behind  all  of  his  merchan- 
ise:  many  of  his  customers  are  the  world's  top  chefs.  But  the  doors  are  open  to 
jcreational  cooks,  too.  If  there's  one  place  where  you  can  fmd  everything  from  $950 
uck  presses  to  copper  skillets  to  99<f  mustard  spoons,  this 
.  it.  For  a  catalogue:  Lamalle  Kitchen-ware,  36  W.  25th  Street, 

lewYork,  NY  10010;  212-242-0750,  www.lamalle.com.  MMi^   \ 


In  Which 
They 
Served 


ny  American  visi- 
tor to  Britain  this 
August  should 
ot  fail  to  trek  out  to  the 
rand-new  American  Air 
luseum  at  Duxford, 
Cambridge,  50  miles  from 
I  ondon.  After  ten  years  of 
md-raising  and  hard 
I  rork,  the  museum  will  fi- 
ally  be  opened  on  August 
by  HM  the  Quem,  accom- 
anied  by  the  Dukes  of 
dinburgh,  York  and  Kent. 

The  musoun  wiU  be  a 
triking  memorial  to  the 
0,000      airmen  based 
1  Britain  who  died  in 
i/orld  War  n.  Plans  are 
Iso  afoot  to  have  etched 
\  glass  a  record  of  the 


7,700  USAF  planes  that 
were  lost.  Wartime  air- 
craft like  the  B-17,  B-29 
and  P-51  will  be  displayed, 
as  will  postwar  planes 
like  the  mighty  B-52,  the 
U-2  spy-plane,  the  F-86 
Sabre  and  the  F-111. 

The  vast  new  structure 
is  in  itself  a  remarkable 
feat  of  modem  design 
by  one  of  Britain's  top  ar- 
chitects, Sir  Norman 
Foster  (currently  rebuild- 
ing the  Berlin  Reichstag). 
With  a  plate-glass  front 
100  yards  across,  from 
the  air  it  resembles  the 
nose  of  a  giant  plane. 
The  stunningly  elegant 
concrete  shell  is  strong 
enough  to  suspend  ten-ton 
U.S.  fighter  planes. 

Though  it  has  raised 
over  $15  million  for  its 
construction  (most  of  it 
from  Britain),  the  museum 


still  needs  a  further  $1.5 
miUion  by  opening  day. 
A  fund-raising  dinner  at- 
tended by  HRH  the  Duke 
of  York  will  take  place 
in  New  York  on  May  19. 
Send  tax-deductible  dona- 
tioiMS  to:  Eve  HoUoway, 


American  Air  Museum, 
Metropolitan  Square,  655 
15tA  Street  NW.  Suite  475, 
Wastungton,  DC  20005; 
800-233-4226.  Checks 
sliouid  lie  made  payable 
to  tbe  Amaican  Air 

BSUSeUm,   AlJSTAIR  HORNE 
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he  word  "picnic"  (actually 


"pique-nique')  appears  first 
in  a  French  lexicon  of  1694 
and  becomes  current  in  England 
about  1805.  But  eating  out  of  doors 
is  for  all  of  time.  In  Milton's  Para- 
dise Lost,  Eve  chooses  the  best  delicacies  for 
her  heavenly  guest,  "taste  after  taste  upheld 
with  kindliest  change."  The  Epicurean 
view  of  friendship  praised  the  happy  life 
and  its  symbolic  enactment  in  the  garden 
feast.  The  quest  for  the  happy  island  in- 
forms the  Latin  poetry  of  Virgil  and  Horace. 

The  American  picnic,  a  19th-century 
tradition,  transcends  mere  outdoor  repast. 
Preparation  can  be  spontaneous,  yet  calls 
upon  a  lifetime  of  study  and  observation. 
An  element  of  make-believe  should  attend 
the  expedition.  Progression  to  the  site  is 
lighthearted,  even  if  it  is  arduous.  Mood, 
companions,  scene  and  view  are  all  impor- 


Notes 
On  The 
Picnic . 


tant.  Prosaic  necessities  of  fresh 
water,  shade  mingling  with  sun- 
shine, and  freedom  from  insects 
are  understood.  Fishing  rods,  paint 
boxes  and  musical  instruments 
jostle  gleeftxUy  wdth  hampers  and 
thermoses  in  the  boat  or  wagon.  It  never 
hurts  to  pack  too  much. 

Staff  are  permissible,  but  never  bring  a 
butler  on  an  intimate  picnic.  They  are  for- 
ever saying  something  like,  "May  I  pass 
the  cucumber  sandwiches?"  just  when  you 
are  making  progress  with  the  lady  or  gen- 
tleman of  your  dreams. 

Rossini,  the  composer  and  gourmet, 
once  congratulated  an  opera  singer  on  her 
incomparable  voice:  "Madame,  I  have  only 
cried  twice  in  my  life;  once  when  I  drop- 
ped a  wing  of  truffled  chicken  into  Lake 
Como,  and  once,  when  for  the  first  time  I 
heard  you  sing."       — George  Herrick 


PRINCESS  OF  TILES 

Usually  when  we  see  shmy  creatures  like  this  in  our 
bathroom,  we  break  out  the  abrasive  cleanser  and 
scrub  all  night.  But  these  dazzling  ceramic  tiles  frorn 
artist  Melissa  Glen  deserve  a  soft  touch.  Since  div- 
ing into  mosaics  four  years  ago.  Glen  has  covered 
shower  walls  with  three-foot-long  octopi  and  col- 
orftil  sea  Ufe,  kitchen  backsplashes  with  feisty  bass 
and  mountain  vistas,  and  also  put  together  the  odd 
birdbath.  Schooled  at  Harvard  and  Parsons  School  Of 
Design,  she  hand  rolls,  cuts  and  glazes  every  piece  her- 
self Nice  stuff.  Sag  Harbor  Tile  Co.:  installations from  $12^ 
per  square foot  plus  travel;  16"  bird  baths  $2yy,  6iy-44g-40og. 


Catch 
The 
Hatch 


Every  spring  fly  flshers 
wonder  when  to  plan  their 
getaways  to  coincide  with 
hatches  on  the  big  rivers. 
Here's  some  good  advice. 

•  The  Hendrickson  Hatch 
on  the  Battenkill,  New  Yon 
&  Vermont:  Usually  starts 
around  May  5  and  lasts  uni 
til  May  15.  "With  this  year" 
snowfall,  unless  we  have 
heavy  late-April  rains, 

it  should  be  fishable,"  says 
Tom  Rosenbauer  of  Orvis. 
(802-362-3750) 

•  The  Hexagenia  Hatch  on 
the  Au  Sable,  Michigan: 
Usually  starts  in  wadeable 
sections  on  June  20  and 
lasts  until  July  10,  though 
it  could  be  as  early  as  Jime 
14.  "May  weather  is  really 
what  dictates  it,"  says 
Rusty  Gates  of  Gates  Au 
Sable  Lodge.  (517-348-8462 

•  The  Green  Drake  Hatch  oi 
the  Henry's  Fork,  Idaho: 
Usually  the  last  two  weeks 
of  June,  though  it  could  be 
as  early  as  June  5  or  as  lati 
as  July  1 .  "This  year  we 
have  record  snow,  so  unlesi 
it's  an  unusually  warm 
spring,  it's  going  to  be  on 
the  late  side,"  says  Mike 
Lawson  of  Henry's  Fork 
Anglers.  (208-558-7525) 

V  •  The  Stone  Fly  Hatch  01 
the  Madison,  Mon- 
tana: Usually  starti 
at  Ennis  in  the  mid 
die  of  June  and 
works  its  way  to 
Hebgen  Lake  by 
July  1.  "With  the  snow  this 
year,  it'll  probably  start 
a  bit  later,  about  Jime  20," 
says  Lawson. 

•  The  Salmon  Fly  Hatch  on 
the  Deschutes,  Oregon:  Al- 
ways starts  the  last  week 
of  May  and  usually  lasts 
through  Jime.  "It's  as  depen 
dable  as  Wonder  Bread," 
says  Raven  Wing  of  Trout 
Magic.  (541-383-3474) 
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Bally. 
What  a 
feeling. 


Experience  the 
legendary  elegance 
of  Bally.  The  touch  of 
supple  leather,  the 
details  of  handcrafted 
workmanship,  the 
look  of  impeccable 
styling.  A  feeling  of 
luxury  that  could  only 
be  Bally. 


BALLY 

SWITZERLAND 


SINCE  1851 


From  Hollywood  to  Main  Street,  it's  being  heralded  as  the  beginning  of  a  home 
entertainment  revolution.  It's  called  DVD  Video.  With  a  digital  picture  that's  better  than  laser  disc, 
and  state-of-the-art  digital  audio,  DVD  is  destined  to  change  your  home  into  a,  well,  you  get  the  picture. 
Now  movies  meet  the  digital  age.  And  Philips  Magnavox  is  there  to  help  make  the  introductions. 


Lef^  ymke  Hmj^  bettsj^ 
PHIUPSC^ESSa 


MAGNAVDX 


{The  FYEye) 


GEO 


he  7oth-annual  Scripps-Ho 
ward  National  Spelling  Bee 
will  grab  the  usual  head 
lines  during  Memorial  Day 
week.  But  if  you  ask  us,  Na- 
tional Geographies  gth-an- 
nual  National  Geography 
Bee  is  a  more  worthy  com- 
petition. Not  only  is  its 
$25,ooo-scholarship  grand 
prize  500%  bigger  than  the 
NSB's,  let's  face  it — no  one 
really  cares  how  to  spell  "vivi 
sepulture." 

Last  year, 
12-year-old  __ 
Seyi  Fayanju  of  Ver-  \/\/  I  X 
ona,  New  Jersey,  took  *  " 
the  Geography  Bee  on  this  tie-breaker:  "Name  the  European  co-principality 
whose  heads  of  state  are  the  president  of  France  and  the  Bishop  of  Urgel." 
(Answer  below.)  Chew  on  that  and  a  few  more  while  you're  shopping  for  your 
kid's  new  atlas.  National  Geography  Bee,  May  2J-28;  202-jj^-6^44. 


QUIZ 

O  Name  Japan's  most 
populous  island. 


In  which  inter- 
mediate direction  would 
you  travel  to  go  di- 


rectly from  Riyadh 
to  Beirut? 

Q  Hydroelectric 
facilities  on  the  Sao 
Francisco  River 
provide  power  for 
the  northeastern  part 
of  which  South 


American  country? 

Q  The  Narmada,  a  river 
that  rises  in  the  Maik- 
ala  Range  and  flows 
into  the  Gulf  of  Cam- 
bay,  is  one  of  the  most 
sacred  rivers  for  foUow- 
ers  of  which  religion? 


uisinpufH  ("b  -nzeaa  (C  iisamqiiou  (z  :ni|suoH  (I  ieuopuv  -jaiteaiq-au. 


The  Guns  Of  August 


The  big  guns  will 
be  out  as  usual  at 
this  summer's  annual 
gathering  of  the  Pyrotechnics 
Guild  International.  Fireworks 
fanatics — most  of  them  licensed 
hobbyists — will  spend  a  week 
lighting  the  skies  above  the  Amana 
Colonies  near  Cedar  Rapids,  Iowa. 
Plans  are  in  for  the  grandest  of 
finales,  including  a  36-inch-diame- 
ter  shell — only  the  second  ever 
shot  in  the  States. 

Sounds  like  a  blast.  But  lately, 
more  and  more  PGI  members  have 
been  turning  to  good  ol'  Class 
C's — everything  from  fountains 
to  Roman  candles — with  sophisti- 
cated rssaits.  Caisdles  can  be 
angled  tc  ctisscsross  over  a  f'eld; 


"tubed"  devices  fired  by  computer 
can  be  synchronized  to  music; 
high-flying  "comets"  leave  trails 
of  sparks  150  feet  in  the  air.  Best 
of  all,  because  Class  C's  max  out  at 
just  50  milligrams  of  explosive 
composition,  spectators  only  have 
to  sit  100  feet  back.  That's  a  lot 
closer  than  the  70  feet  of  separa- 
tion per  inch  of  shell  diameter  re- 
quired for  big  display  fireworks — 
or  2,520  feet  for  a  36-incher. 

"Five  years  ago,  there  wasn't 
much  interest  in  Class  C's,"  says 
Ed  Vanasek,  secretary  of  the 
Guild.  "As  they  get  more  popular, 
I  wouldn't  be  surprised  to  see 
professional  display  firms  promot- 
ing them."  The  PGI  convention, 
August  10-15;  612-492  2061. 


IT'S  ALL 
ON  THE  WRISTS 

What  do  you  do  with  over 
36,000  pairs  of  cufflinks? 
If  you're  Gene  and  Pat 
Klompus,  you  start  the  National 
Cuff  Link  Society.  Husband  and 
wife  run  the  club  out  of  the  suburban 
Chicago  home  they  share  with  the 
world's  largest  cuff  link  collection. 
Among  their  many  prized  posses- 
sions: a  set  of  "moonstones"  worn  by] 
fumbling  Union  General  George  B.i 
McClellan,  and  a  double-sided  pre- 
cious-metal pair  bearing  the  family 
crest  of  Kaiser  Wilhelm  II. 

A  large  percentage  of  the  Society's 
3,200  members  are  stockbrokers  andj 
attorneys,  notes  Mr.  Klompus.  Eachj 
August,  they  swoop  into  Chicago  foij 
the  annual  convention,  to  sit,  rapt,| 
through  lectures  ("The  Role  ot  the 
French  Cuff  Shirt  for  the  Cuff  Linla 
Aficionado"),  contests  ("Best  Cuff  Link 
Joke")  and  a  climactic  Awards  Banquet.! 
Minneapolis  computer  technicians  Nan-| 
cy  and  Bruce  Adomeit  (shown  here)  are 
typical.  "We've  never  really  countedj 
them  aU,"  says  he  of  their  2,000-plus 
pairs,  "because  then  no  one  can  say  we're 
obsessed."  This  year  s  NCLS  conventtod 
runs  August  i6-iy.  The  highlight  will  be 
the  auction  of  an  eclectic  i,joo-pair  collec- 
tion; 84y-8i6-ooj^. 
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f  150    YEARS    OF    HISTORY    AND  ROMANCE 

ATLANTA  ■  BAL  HARBOUR  ■  BEVERLY  HILLS  BOSTON  ■  CHEVY  CHASE  CHICAGO  FORT  LAUDERDALE  ■  HONOLULU 
HOUSTON  ■  [AS  VEGAS  •  MONTREAL  ■  NEW  YORK  ■  PALM  BEACH  SAN  DIEGO  SAN  FRANCISCO  ■  SOUTH  COAST  PLAZA  ST  LOUIS 
TORONTO  •  VANCOUVER  ■  ARUBA  •  FREEPORT  ■  NASSAU  ■  SAN  JUAN  ■  ST  BARTHELEMY  •  SI  MARTIN  •  ST  THOMAS 
For  a  copy  of  our  catalog,  call  1-800-CARTIER 


(mr.  sisyphusI 


Westward  No! 


By  Alex  Beam 


At  last,  the  cure  for  white- 
line  fever:  one  minivan, 
five  people  and  12  days 
spent  traversing  the  con- 
tinent. Are  we  there  yet? 

It  sounds  alluring  in  the  abstract — 
Let's  drive  across  the  country!  Most  parents 
still  find  the  idea  romantic,  mysterious,  even. . . 
dangerous.  Hop  in  the  minivan,  see  the  Na- 
tional Parks,  meet  people  who  wear  their 
oreakfast  on  their  lips  and  carry  guns.  Maybe 
we'll  bump  into  Peter  Fonda! 
And  the  kids? 

Umm...well,  they  have  their  electronic 
thmgies,  don't  they?  And  when  that  gets  bor- 
ing, they  can  sit  in  the  back  seat  and  enjoy  the 
scenery.  Or  read.  Just  Uke  we  did  at  their  age. 

Ah,  yes. 

Our  4,300-mile-long  drive  from  Boston  to 
California  wasn't  exactly  a  living  nightmare. 
The  children  were  too  old  (too  brutalized?)  to 
get  carsick.  They  did  occasionally  read.  We 
saw  some  beautiful  places.  And,  as  my  wife 
ind  I  now  sardonically  remark,  we  appreciate 
lust  how  large  this  great  country  really  is. 

Let's  put  it  this  way.  Next  time  we  have  to 
50  to  California,  we're  taking  the  plane. 

DIARY  OF  A 
CROSS-COUNTRY  MADMAN 


DAY  ONE:  Welcome  to  Magog! 

Driving  north  through  the  verdant  mountains 
Vermont's  Northeast  Kingdom,  I  wonder: 
couldn't  this  scenery  be  moved  somewhere 
more  accessible?  We  cross  the  U.S. -Canadian 
border  35  miles  south  of  Magog,  which  readers 


of  Revelation:  20  will  recognize  as  a  Very  Bad 
Place,  ruled  by  Satan.  (This  Magog's  okay. . ..) 

Sure  sign  that  we  are  in  Canada:  the  local 
currency  is  worthless,  and  is  emblazoned  with 
a  picture  of  Princess  Diana's  goosey  ex- 
mother-in-law. 

Christopher  Beam,  11,  notices  that  Col. 
Sanders'  KFC  is  spelled  PFK — Poulet  Frit  a 
la  Kentuckienne.  Happily,  he  does  not  insist 
on  une  visite. 

DAY  TWO:  One  Small 
Step  for  the  Beam  Family 

Passing  north  ot  the  Great  Lakes,  we  spend 
the  night  in  Sudbury,  Ontario,  "a  nickel  min- 


rvi 
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ing  cen- 
tre compared 
before  recent  environ- 
mental restoration  projects — to  the  sur- 
face of  the  moon,"  according  to  the 
Lonely  P/anet  guidebook.  Michael  Beam, 
4,  inquires:  "Is  this  California?" 
WHAT  WE  MISSED:  The  Dionne 
Quints  Museum  in  North  Bay,  Ont., 
which  tells  "the  most  famous  Canadian 
multiple-birth  story."  The  famous 
quintuplets  were  actually  born  some- 
where else,  but  that's  another  story. 

DAY  THREE:  Welcome 
to  Militia  Country 

Newberry,  Michigan — now  THIS  is 
the  surface  of  the  moon.  The  surround- 
ing area  is  rich  in  razor-wire-shrouded 
correctional  facilities  and  roadside  signs 
warning  you  not  to  pick  up  hitchhikers. 
Blue  Ford  pickups  are  the  runabout  of 
choice,  and  smoking  is  permitted — 
nay,  ENCOURAGED— in  tiny  rest- 
aurants featuring  french  fries  and  gravy 
entrees.  Bye  now! 

DAYS  FOUR  AND  FIVE: 

Minnea-no-place 

Yes,  we  could  have  visited  the  Guthrie 
Theater,  or  ogled  the  foot-operated 
breast  enlarger  pump  at  The  Museum 
of  Questionable  Medical  Devices.  But 
instead,  we  spent  all  of  our  time  at  what 


S)4vester  Stal- 
lone  calls  "one  of 
the  eight  wonders  of  the 
world" — the  Mall  of  America. 

It's  fashionable  to  bemoan  the  glass- 
ing-in  of  78  acres  of  Minnesota  wheat- 
lands,  but  having  seen  the  country  in  all 
its  tedious  vastness,  I  say:  dome  it  all, 
the  sooner  the  better!  As  long  as  there's 
plenty  of  free  parking. 

MoA  scrapbook:  resisted  temptation 
to  dump  kids  at  hideous  "Camp  Snoop- 
y";  checked  out  incongruous  B&D  bou- 
tique "Hot  Topic";  it  rains  during  our 
entire  visit,  but. .  .how  would  we  know? 
WHAT  WE  MISSED:  Oreo  stacking 
contest  sponsored  by  Nabisco.  Also: 
Golf  Mountain,  a  two-story  tall  minia- 
ture golf  course. 

DAY  SIX:  Oacoma,  South  Dakota 

We  savor  buffalo  burgers  and  five  cent- 
cups  of  coffee  at  Al's  Oasis,  overlooking 
the  Missouri  River.  Lewis  and  Clark 
slept  here ...  fitfully.  The  always-excit- 
able Plains  Sioux  had  yet  to  digest  the 
Good  Word  about  their  new  White 
Father,  Mr.  Jefferson. 

DAYS  SEVEN  AND  EIGHT: 
The  Badlands  and  Mt. 
Rushmore;  Hitting  the  Wall 

The  Badlands  prove  to  be  very  bad  in- 
deed, thus  very  good  for  kids.  (Don't 


step  on  that  rattler,  honey!)  If  possible 
Mt.  Rushmore  is  even  better,  and  yes,  wi 
sang  the  National  Anthem  at  sunse 
along  with  3,000  gibbering  German  am 
Japanese  tourists.  Eric  Beam,  9,  com 
ments  on  the  Abraham  Lincoln  busi 
"It  looks  like  he  has  earphones  on." 

We  visit  two  of  the  continent's  grea 
tourist  traps — the  Com  Palace  in  Mitch 
ell,  S.D.,  with  artistic  murals  confectei 
entirely  from  corncobs,  and  the  leg 
endary  Wall  Drug  store  in  Wall,  S.E 
Wall  Drug  is  famous  for  its  unsightl 
billboards,  which  besmirch  alfalfa  field 
for  hundreds  of  miles  in  either  direc 
tion.  The  store  proudly  displays  its  mani 
news  clippings,  including  a  column  i 
which  Dave  Barry  confesses,  jokingl) 
that  his  wife  will  divorce  him  for  driv 
ing  by  Wall  Drug.  Later,  she  does. 

DAY  NINE:  Denver,  Colorado 

We  stay  long  enough  only  to  notic 
that  the  shower  at  the  Fairfield  Inn  b 
Marriott  has  a  "pause"  button.  (Where 
"rewind"?)  Oh,  yes — and  Denver  has 
gorgeous  Botanical  Garden. 

DAY  TEN: 

At  Long  Last — Nowheresville 

It's  around  now  that  cross-country  tra 
velers  start  saying  things  like  "Gee, 
we  had  known  it  was  this  big..."  0 
"Where's  the  nearest  airport,  hahaha 
haha..."  Interstate  80  is  looking  quit 
interminable  indeed. 

We  stay  the  night  in  Little  Americz 
Wyoming  (pop.  very  small),  which  ha 
its  own  post  office,  and  a  tidy,  unpre 
possessing,  140-room  motel  named  afte 
Admiral  Richard  Byrd's  remote  Ant 
arctic  base  camp.  For  obvious  reasons 

DAY  ELEVEN:  Salt  Lake  City 

Just  passing  through!  The  Mormo 
Church  operates  a  Family  Values  Cen 
ter  here,  complete  with  interactiv 
touch-screen  videos.  There  are  plent 
of  thorny  theological  issues  to  discus 
after  the  Beam  boys  see  nice  old  peopl 
wafting  around  heaven  in  diaphanou 
robes  in  the  video,  "Is  There  Life  Afte 
Death?"  (Yes!) 

WHAT  WE  MISSED:  The  U.S.  Trans 
plant  Games.  Also:  Nevada. 
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BOSS 

HUGO  BOSS 


Photograph  by  Richard  Avedon 


THE  CROSS-COUNTRY  INDEX,  OR 
HIGH-FLOW  GAS  PUMPS  AND  LOW-FLOW  SHOWER  HEADS 


Number  of  times  listened  to  "Wee  Sing  Silly  Songs":  one  killion 
Curious  new  sport:  "Extreme  bowling"  in  Ogden,  Utah 
Number  of  AA  batteries  consumed:  32 
Signs  of  intelligent  life  in  Snow  Mexico:  a  Toronto  Globe  And  Mail  reader 
devises  an  anagram  of  the  newspaper's  name — "Had  megaton  libel" 
Number  of  Japanese-made  bulldozers  working  on  expansion 
of  Mt.  Rushmore  tourist  center:  3 
Evidence  of  Satanic  possession  at  Pepsico:  Taco  Hell 
Number  of  U.S.-made  bulldozers  working  at  Mt.  Rushmore:  0 
Best  swimming  hole  on  the  North  American  continent:  the  municipal 
pool  in  Truman,  Minnesota 
Neatest  non-National  Park:  South  Dakota's  Custer  State  Park.  Bison, 
prairie  dogs  and  pronghorns  galore 
Number  of  miniature  shampoo  bottles  stolen  from  motel  rooms:  molto 

Favorite  hotel  video:  HBO's  "Cheyenne  Warrior."  An  Old 
West  widow  befriends  an  Indian  wounded  by  the  outlaws  who  killed  her 

husband.  PG:  adult  situations,  language,  violence 
Number  of  National  Park  Service  references  to  Mt.  Rushmore  sculptor 
Gutzon  Borglum's  KKK  membership  and  anti-Semitic  views:  niente 
Number  of  times  listened  to  "Joseph  And  The  Amazing  Technicolor 

Dreamcoat"  soundtrack:  six  gazillion 
Odds  of  Bill  Clinton's  face  being  added  to  Mt.  Rushmore:  1:1,000,000 
Most  questionable  use  of  scarce  water  resources  in  the 
Trans-Mississippi  West  (not  including  Steve  Wynn's  vanity  golf  course  in 
Las  Vegas):  100,000-gallon  pool  in  Little  America,  Wyoming 


DAY  TWELVE: 
What's  for  Lunch? 

First  stop  in  our  destination  state  ot 
California:  the  Donner  Museum,  whichj 
Eric  agrees  to  visit  "if  they  have  a  video! 
of  people  eating  each  other." 

Well,  they  do,  sort  of 

The  official  museum  film  quotes  the 
daughter's  diary:  "Our  journey  so  fj 
has  been  pleasant  and  food  plentiful. 
But  as  the  snows  closed  in  on  the  iU 
starred  travelers,  the  narrator  obliquel)^ 
notes,  "The  dark  side  took  command| 
and  human  dignity  was  abandoned."  j 

How  do  we  know  we've  crossed  into! 
California?  Because  we  see  this  store-i 
front  ad  in  Nevada  City:  "Emily  White 
side,Jungian  Sandplay  Therapy." 

Another  sure  sign  we're  in  the  Gol- 
den State:  World  Series  games  start 
right  after  breakfast.  • 


Alex  Beam  lives  in  Si/icon  Valley, 
where  every  writer  has  his  own  Home 
Page:  http://www-le land. Stanford. 
edu/~alexbeam. 


One  ot  the  few  places 
where  your  dream  course  and  your  dream  iHication 
are  within  putting  distance. 

The  VLLIxui  of  Grand  Cyprej^i. 


Perfect  complements 


blGDmingdQle's 


When  only  the  best  will  do.  Our  exclusive  humidors:  briarwood  humidor  with  glass  top,  375.00;  burlwood  pocket  humidor  holds  two  cigars  1 30  00 
Crystal  ashtray  accomodates  four  cigars,  250.00.  Available  in  selected  stores  only.  For  personal  shopping  assistance  call  At  His  Service  212  705 
3030.  To  order,  call  toll-free  1  -800-555-SHOP,  any  time,  ref.  #I\/I461 . 1 0.00  delivery  charge  allow  2-4  weeks 


REVERSO: 

The  turning  point  in  time. 


Jaeger-leCoultres 
craftsmen  engrave  a 
personal  motif  - 
monogram  or  coat- 
of-arms  -  on  the  \catch 
only  you  can  wear. 


The  ADVERTISING 
MAY  HAVE  CHANCED.  BUT 
THE  PRODUCT  HAS 
REMAINED  TRUE  TO  THE 
AUTHENTIC  1930'S  STYLE. 


BRITISH  INDIA,  1930.  Cesar  de  Trey,  travelling 
Swiss  watch  agent,  is  enjoying  sundowners 

AT  A  sports  club  AND  LISTENING  TO  YET  ANOTHER 
POLOPLAYER  lament  HIS  SMASHED  WRISTWATCH. 


What  the  young  sahibs  wanted  was  a  wrist- 
watch  THAT  LOOKED  GOOD  AND  PLAYED  HARD. 

And  the  solution  that  De  Trey  took  back  to 
Jaeger-LeCoultre  the  following  year  was 
literally  a  revolution  in  watchmaking.  With 
a  reversible  case  that  simply  turned  its  back 
on  rough  play,  the  Jaeger-LeCoultre  Reverso 
wristwatch  entered  into  legend  in  1931.  no 
other  watch  model  has  been  in  continuous 
production  for  as  long. 

Devising    a    watch    that    protected  itself 

AGAINST  shocks  WITHOUT  RESORTING  TO  EXTRA 

armour  was,  in  itself,  imaginative.  creating, 
at  the  same  time,  a  new  kind  of  personal 
ornament  that  could  be  engraved  with  the 
owner's  monogram.  was  a  stroke  of  genius. 
The  Reverso  is  just  one  example  of  the  flair 

THAT  MAKES  JAEGER-LeCOULTRE  SO  DIFFERENT 
FROM  OTHER  WATCHMAKERS. 


The  Reverso  was 

CONCEIVED  for  THE  KING 
OF  SPORTS  WHERE  STYLE 
AND  QUICK  WITS  WIN  OVER 
BRUTE  FORCE. 


As  THE  FIRST  REVERSOS  LEFT 
THE  JAEGER-LECOULTRE 
WORKSHOPS  IN  1931.  THE 
OTHER  MONUMENT  TO 
THE  Art  DECO  AGE,  NEW 

YORK'S  Chrysler  building, 

PROCLAIMED  THE  NEW 
WORLD. 


"If  you  want  it  done 
well.  do  it  yourself.' 

No  PART  OF  ANY 

Jaecer-LeCoultre  is 
made  by  anyone  other 
than  the  watch- 
MAKERS OF  LE  SENTIER. 


Whether  creating  the  smallest  mechanical 
movement  in  the  world  or  capturing  the  soul 

OF  THE  REVERSO  IN  ITS  REMARKABLE  60TH  ANNI- 
VERSARY MODEL.  CRAFTSMEN  AND  ARTISTS  AT  THE 
MANUFACTURE  TAKE  PRIDE  IN  SURPASSING  THE 
LIMITS  OF  THE  IMAGINATION.  SINCE  1833,  JAEGER- 
LECOULTRE'S  CRAFTSMEN  IN  THE  HIGH  VALLEE  DE 


A  LEGEND  ALWAYS 


JOUX,   HAVE   FILED   MORE   THAN   200   PATENTS   IN       deserves  A  little 

ATTENTION.  FORMIDABLE 

THEIR  PURSUIT  OF  THE  THINNEST.  THE  MOST  REFINED       watchmaking  skills 

WENT  INTO  THE  CREA- 

AND  THE  MOST  COMPLICATED  IN  WATCHMAKING.       TION  OF  500  Reverso 

TOURBILLONS. 

These  master-watchmakers  have  chosen  the 
Reverso  for  their  supreme  achievements  -  the 
tourbillon  and  the  minute  repeater. 


Reverso  Duo. 

Two  DISTINCT  WATCHES. 

two  time  zones. 

STAYING  avant-garde 
SINCE  1931.  THE  REVERSO 
GAINED  A  SECOND  DIAL 
IN  1994. 


no  other  complications  are  more  daunt- 
ing to  realize:  and  few  watchmakers  can 
manage  more  than  a  couple  of  dozen  a  year. 
Yet  Jaeger-LeCoultre  built  500  of  each  -  a 
demonstration  of  the  art  of  watchmaking 
in  the  spirit  that  has  kept  the  reverso  avant- 
garde  since  193l 


FROM  WHICHEVER  SIDE 
YOU  LOOK  AT  IT.  THE 
REVERSO  GRANDE  TAILLE 
REMAINS  THE  AUTHENTIC 
EXPRESSION  OF 
WATCHMAKING  GENIUS. 


cJaeger-leCoultrp» 


FOR  YOUR  FREE  COPY  OF  OUR  COMPLETE  CATALOGUE.  CONTAINING  MORE  THAN  200  PAGES 
WITH  DETAILED  INFORMATION  ABOUT  JAECER-LECOULTRE'S  HISTORY  AND  PRODUCTS.  CONTACT: 
JAECER-LECOULTRE.  P.O.  BOX  1608.  WINCHESTER.  VA  22604.  TELEPHONE  (800)  JLC-TlME 


(auto  exoticismI 


Corvette  Summer 


By  Parnelli  Jones 


.50ME  DAYS — WELL,  MOST  DAYS,  ACTUALLY — 

Deing  an  automotive  journalist  has  its  rewards. 
\nd  one  of  them  happened  recently  when  I 
:ame  home  to  L.A.  from  my  mountain  place 
ip  in  Utah.  Waiting  for  me  to  test  drive  was 
he  new,  redesigned  1997  Corvette.Thirty-two 
lundred  pounds  of  the  best  in  American 
:ngineering.  All  black,  six  speed;  it  looked 
ike  something  Darth  Vader  would  drive.  And 
or  the  next  few  days,  anyway,  /  was  going  to 
pe  Darth  Vader. 

For  some  time  now  Chevy  has  been  talk- 
ng  this  car  up,  the  latest  incarnation  since  the 
Torvette  debuted  in  1953.  They  said  it  was 
oing  to  be  refined,  reminted  and  restored  to 
lew  greatness.  It  was  going  to  be  changed, 
hey  promised,  from  "the  rubber  to  the  root." 
Veil,  even  the  most  devout  congregation  be- 
omes  skeptical  with  too  much  preaching,  so 
'U  admit  I  wasn't  expecting  miracles.  I  can  tell 
'ou  now,  though,  that,  for  the  money,  there 
sn't  a  better  built,  more  exciting  sports  car  in 
he  world.  Hands  down,  this  is  a  great  car. 

It's  a  little  known  fact  that  the  Corvette  ac- 
ually  opened  the  way  for  some  real  automo- 
ive  innovation  over  the  years:  it  was  the  first 
[Chevrolet  car  to  use  four-wheel  disc  brakes 
1965),  the  first  to  fit  an  independent  rear  sus- 
lension  (1963)  and  the  first  to  make  antilock 
rakes  standard  (1986).  But  everything  with 
he  Vette  starts  with  the  engine. 

The  Corvette  power  plant  has  been  around 
or  40  years.  It  started  out  as  a  150-hp  engine 
hat  today  has  grown  to  a  5.7-liter  V8,  345-hp 
rute.  It  puts  out  350  lbs. -ft  torque,  or  almost 
horsepower  per  cubic  inch,  and  that's  plenty 
f  power.  The  new  model  does  o  to  60  in  4.72 
econds  and  has  a  top  speed  of  172  miles  per 
lOur.  (If  you  need  any  more  than  that,  you'd 
letter  be  on  the  track  at  Sebring.) 

Besides  being  more  powerful  and  respon- 
ive,  one  aspect  of  the  new  design  that  startled 
rie  when  I  opened  the  hood  was  that  Chevy 


has  gotten  rid  of  the  double  overhead  cam 
configuration  and  gone  back  to  the  rocker 
arm.  I  suppose  that  was  a  styling  decision — 
it  lowered  the  hood  line — but  the  car  has  lost 
nothing  in  performance  value  along  the  way. 

Speaking  of  styling,  I'll  bet  that  when  it 
came  to  the  redesign,  those  Chevy  engineers 
felt  some  real  pressure.  There  is,  after  all,  no 
more  devoted  sports  car  fan  in  the  world  than 
the  Vette  fanatic.  Add  to  that  the  fact  that 
Corvette  sold  more  than  2/, 000  units  in  '96 
alone,  while  some  of  the  exotic  sports  cars  it 
competes  with  sell  only  1,000  units  a  year. 
That's  a  lot  of  different  people  to  try  and  keep 
satisfied,  and  still  put  out  an  exciting  product. 

But  they  really  pulled  it  off.  First,  this  car 
still  looks  like  a  Vette.  It's  supposed  to,  of 
course,  but  how  many  "redesigns"  of  modern 
classics  have  you  seen  where  the  name  is  about 
the  only  thing  left  of  the  old  car?  The  wind- 
shield on  the  new  model  is  swept  back  fiirther, 
and  the  front  end  and  rear  were  rejiggered 
a  bit,  but  that  didn't  sacrifice  performance:  the 
1997  Vette  has  the  lowest  coefficient  of  drag 
of  any  car  built  in  North  America. 

The  doors  are  easier  to  get  in  and  out  of — 


New  from  rub- 
ber to  roof,  and 
still  the  best 
mass-produced 
sports  car 
on  the  market 
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CASILES &KILTS, 

Legends  &  Lochs. 


Before  you  see  the  country,  read  the  boolc. 

■MpjjHHI^^^^^H  'T^his  year,  Scotland  invites  you  to  enjoy  all  its  rc 


This  year,  Scotland  invites  you  to  enjoy  all  its  renowned 
historic  and  scenic  attractions,  plus  the  special  events 
that  w  ill  moke  1997  such  an  exciting  year  for  \'isitors. 

These  include  the  50th  anniversary  of  the  Edinburgh 
Festival,  the  7()0th  anniversary  of  the  Battle  of  Stirling 
Bridge,  a  year-long  celebration  of  the  life  of  Sir  William 
Wallace,  Scodand's  "Braveheart" — and  many  more. 

They  are  all  described  in  our  free,  hiU-color  Scotland 
\  acation  Planner,  88  pages  of  valuable  information  on 
attractions,  events,  itineraries,  transportation  and  accom- 
modations. Send  tor  your  copy  toda\  l 

Cani-800-814-SCOT 

Or  mail  the  coupon,  then  see  your  travel  agent. 

4^  SC:orriSH  tourist  board,  P,0  Box  744, 
Ridio  Ciu'  St,irion,  New  Yi)rk,  NY  10101  0744 

Naml  

.\DnRISS  


Cm. 


SlATK/ZiL 


COTLAND 


\'1S11  t)l.'R  WEB  MIt  AI 

http  //u"\v\v  liolidav.scoiland  net,  iis. 


a  feature  this  old  racer  very  much  ap 
preciates — and  they've  built  in  mor 
head,  leg  and  shoulder  room.  (You 
CD  player  and  portable  phone  will  b 
within  easy  reach  from  the  leathej 
bucket  seats.) 

Lack  of  cargo  space  has  always  bee 
a  gripe  with  Vette  types,  and  I  can  re| 
port  that  it's  at  least  improved.  Th| 
cargo  area  now  fits  a  couple  of  gooc 
sized  golf  bags — another  thing  tha 
makes  me  happy — so  while  the  situai 
tion  isn't  perfect,  it's  one  bag  bette 
than  it  was. 

One  way  Chevy  managed  to  ac 
complish  more  cargo  space  was  b 
eliminating  the  spare  and  the  jac 
Vettes  are  now  outfitted  with  some 
thing  called  Extended  Mobility  Tire 
If  you  lose  pressure,  the  tire's  self-sup 
porting  sidewalls  allow  the  car  to  kee 
roUing.  Pretty  neat. 

The  wheels  themselves  are  impres 
sive,  too.  Eighteen  inch  on  the  real 
seventeens  on  the  front  allow  for  bii 
brakes,  and  the  handling  is  super. 

Overall,  this  fifth  generation  Coi 
vette  is  a  terrific  car,  and  I'll  te 
you  why.  Not  too  long  ago  I  drove 
$140,000  sports  car,  the  make  ani 
model  of  which  shall  remain  nameles 
It's  enough  to  say  that  the  new  Vetl 
was  damn  close  to  that  car  in  evei 
important  way — performance,  styling 
safety,  etc. — and  I  couldn't  hel 
thinking  that  at  $43,000  (theinvoic 
for  the  car  I  drove),  you  could  buy  ; 
least  three  Vettes  for  the  same  price 

And  it's  not  just  the  exotic  cars  yc 
can  compare  it  to.  If  you're  thinkin 
of  buying  a  Porsche  911,  a  Supra,  a 
Acura  NSX  or  even  a  Viper,  you  ow 
it  to  yourself  to  give  the  Vette  a  ru 
around  the  block. 

I  know  that  when  I  was  out  doin 
just  that,  it  turned  plenty  of  head 
One  guy,  in  fact,  stopped  next  to  nr 
at  a  light  driving  some  pretty  he 
wheels  of  his  own.  And  when  the  ligl 
changed  I  could  tell  by  the  way  \ 
took  off  that  he  was  looking  for  a  htt 
race.  I'd  love  to  tell  you  what  hap 
pened,  but  you  wouldn't  expect  Dart 
Vader  to  brag  about  these  thing 
would  you?  • 


1 1-800-525  2522. 


urchase  Black  Cat  Irons  or  Metal  Woods.  Complete  the  certificate 
attendant.  Allow  2-3  weeks  for  approval  and  mailing  of  certificate. 
;ipating  dealers  only.  All  purchases  must  be  made  between  Jan.  1 


on  Black  Cat  Tour  Irons.  Not  valid  with  any  other  Lynx  offer        ''s0keM/'  - 

dynxgolf.coni       '  .  ^     y  ©LynxGoif.mc, 
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/  Fought  The  Lawn, 
And  The  Lawn  Won 


By  Stephen  Williams 


Yardwork's  right  up  there 
with  death  and  taxes. 
How  to  make  sure  your 
grass  is  always  greener 

Ten  years  ago,  Stephen  Kenney  of 
Kenmore,  New  York,  a  village  outside  of  Buf- 
falo, replaced  his  tiny  yard  of  sickly  grass  with 
simple  wildflowers.  This  seemingly  innocent 
act  so  enraged  his  neighbors  that  they  resorted 
to  mob  mentality  and  turned  him  over  to  the 
authorities. 

After  initially  charging  Kenney  with  three 
misdemeanors,  the  Village  eventually  fined 
him  $30,000  (reduced  to  $500  on  appeal)  for 
violating  an  ordinance  prohibiting  "weeds."  A 
vigilante  scalped  the  offending  20-x-20-foot 
'meadow"  while  Kenney  was  away  (he  was 
able  to  track  the  perp  and  then  notify  the  po- 
ice  by  following  the  grassy  trail  the  lawn 
mower  left  on  the  sidewalk).  And  someone 
used  a  BB  gun  to  blast  the  birds  trying  to  use 
lis  bird  feeder. 

For  some  years  after  the  Kenney  family 
lad  fled  for  more  flower-friendly  Rens- 
ielaerville,  New  York,  their  former  neigh- 
5ors  held  an  annual  block 
aarty  celebrating  the  ban- 
shment.  But  the  Kenney  J 
determination  lived  on;  «■ 
oday  he  has  an  orchard 
in  his  front  yard  and  three 
lores  of  meadow  around  his  house. 
It  may  one  day  come  to  pass  that 


y^"'^  than  1  •  ^  - 


-I'  % 


Stephen  Kenney  is  remembered  as  a 
lawn  pioneer.  It's  estimated  that  there 
are  25  million  acres  of  green  lawn  in  the 
United  States,  roughly  the  equivalent  ot 
the  size  of  Pennsylvania,  and  home  own- 
ers spend  some  $13.4  billion  a  year  hir- 
ing lawn  and  landscaping  professionals. 
But  the  great  American  lawn  is  slowly 
beginning  to  change. 

"The  landscape  of  the  U.S.  will  shift 
drastically  in  the  next  few  decades," 
says  Margaret  Roach,  garden  editor  of 
Martha  Stewart  Living.  "Western  states 
are  running  out  of  water.  Baby  boomers 
everywhere  are  worried  about  chemicals 
on  the  lawns  where  their  kids  play.  And 
a  traditional  lawn  sometimes  just  takes 
too  much  time  to  care  for." 

Among  lawn  experts,  people  who 
come  as  close  as  anybody  to  actually 
watching  grass  grow,  the  dawn  of  the 
new  lawn  is  happening  subtly  but  surely. 
In  the  fliture  we  may  see  more  prairie- 
type  settings,  or  low-maintenance  gar- 
dens and  ground  covers  replacing  grass. 
What  grass  does  remain  will  be  con- 
fined to  smaller  plots,  and  grass  will  be 
longer  as  well;  about  four  inches  tall,  as 
opposed  to  one-and-one-half  inches 
(healthier  roots  make  for  fewer  infesta- 
tions). And  grass  may  have  a  rougher 
look  and  feel  due  to  the  mixing  of  dif- 
ferent varieties  with,  possibly,  weeds. 
Maybe  even  dandeUons. 

For  decades  in  America,  of  course, 
anything  as  cheerfiil  as  dandelions  would 
have  been  welcomed  outside  the  win- 
dow. Most  colonial  home  owners,  after 
all,  had  yards  full  of  vegetables  and 
herbs,  livestock  and  often  household 
garbage  that  attracted  rooting  pigs.  It 


There  are  25  million  acres 
of  lawn  in  the  U.S. — about 
the  size  of  Pennsylvania. 


wasn't  until  the  second  half  of  the  19th 
century  that  people  began  envisioning 
mini-Monticellos  of  their  own.  The 
dream  necessitated  a  house  set  by  itself 
in  the  middle  of  an  unfenced  greens- 
ward. A  cast  iron  stag  out  front  mim- 
icked the  baronial  practice  of  letting 
wild  deer  have  the  run  of  the  estate. 

And,  lo,  were  the  suburbs  eventually 
born,  a  place  where  what  a  man  did 
with  his  land  said  everything  about  who 
he  was.  (The  fact  is  that  what  he  did 
was  make  his  land  look  like  everybody 
else's,  which  is  where  poor  Steve  Ken- 
ney got  into  trouble.) 

It  is  one  of  those  deliciously  ironic 
twists  that  the  man  who  may  best  em- 
body the  current  revolution  in  lawn 
thinking  is  none  other  than  Oliver 
Wendell  Douglas.  That's  right.  Mister 
Douglas,  Eddie  Albert,  star  of  the  clas- 
sic TV  sitcom  "Green  Acres." 

About  a  decade  ago,  Albert  ripped 
out  nearly  all  of  the  front  yard  at  his 
Malibu  home.  Then  he  planted  a  large 


garden  of  corn,  squash  and  pumpkins 
much  of  which  he  continues  to  givej 
away.  Only  a  small  patch  of  lawn  under 
a  tree  was  retained. 

A  few  years  ago,  Albert  teamed  up 
with  Andy  Lopez,  an  organic  gardenei 
who  runs  The  Invisible  Gardeners  Of 
America,  a  members-only  informa 
tion  service  now  with  its  own  Web  site 
(http://www.invisiblegardener.com) 
Their  goal,  according  to  Lopez,  was  to 
keep  /Mbert's  lawn  off  drugs  and  im- 
prove maintenance  efficiency  using  more 
natural  methods.  Anyone  can  do  it 
Lopez  believes,  and  toward  that  end  he 
offers  a  kind  of  12-Step  Lawn  Program 
for  your  own  green  acre. 

The  most  important  aspect,  accord- 
ing to  Lopez,  is  good  nourishment 
That  means  rich  soil,  sufficient  water 
and  organic  fertilizer  when  necessary 
He  recommends  that  home  owners  pu 
on  spiked  shoes  (golf  spikes  are  bette: 
than  nothing)  and  walk  around  to  aer- 
ate the  soil.  Then  lay  down  a  good  layei 
of  organic  compost.  Water  deep  anc 
less  frequently,  instead  of  lightly  anc 
often,  not  only  to  conserve  water  but  tc 
better  hydrate  your  plants.  He  also  sug 
gests  using  a  filter  to  rid  your  water  o 
chlorine,  because  that  chemical  kill 
useful  lawn  bacteria.  Lopez  has  evei 
been  known  to  spray  beer  (chemical 
free  Rolling  Rock  is  good)  on  a  tirec 
lawn,  because  the  carbohydrates  helj 
the  grass  turn  sunlight  into  energy.  I 
necessary,  reseed  with  some  of  the  ne\* 
varieties  of  grass  that  are  more  drought 
resistant  and  need  less  mowing.  You 
local  agricultural  extension  office  0 
seed  dealer  can  teU  you  which  varietiel 


GOT  YOUR  MOW-JO  WORKING 


Not  surprisingly,  the  same  issues  that  surround 
lawns  also  attach  themselves  to  lawn  mowers. 
According  to  the  California  Air  Resources  Board, 
a  brand  new  3V2  -horsepower  gasoline  lawn 
mower  running  for  a  half  hour  puts  out  the  same  amount 
of  hydrocarbon  emissions  as  a  1997  automobile  does  dur- 
ing an  85-mile  drive,  hideed,  some  California  regulators 
are  trying  to  severely  limit  sales  of  most  gas-powered  lawn 
equipment,  and  other  states  may  follow.  Two  solutions 
that  ap     1  to  environmentally  and  status-conscious  baby 


boomers  these  days  are  the  Scotts  Classic,  a  smooth-cutting, 
20-inch-wide  push  mower  made  by  the  American  Lawn 
Mower  Company,  which  has  been  building  reel  mowers 
since  the  19th  century  (about  $150;  800-633-1501  for  retail- 
ers); and  Smith  and  Hawken's  Silent  Reel  Mower,  a  24- 
inch  beauty  with  an  18-inch  cutting  wridth,  that  comes  with 
its  own  grass-catcher,  and  weighs  in  at  41  {>ounds,  or  7 
pounds  more  than  the  Scotts  Classic  ($275;  800-776-3336). 
Certainly,  there's  nothing  like  using  a  push  mower  to  rein- 
force the  idea  that  small  lawns  are  beautiful  lawns. 
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The  Alfred  Dunhill  Centenary  Watch 
Indispensable  whatever  the  angle 


New  York  •  Beverly  Hilis  •  Boston  •  Chicago  •  Costa  Mesa  •  Honolulu  •  Houston*  San  Francisco 
Available  at  selected  Saks  Fifth  Avenue  locations.    For  the  store  nearest  you  call  800,860,8362, 


If  you  're  looking  for  the  right  place  to  close  the  deal,  have  your  people  call 
our  people.  Shutters  is  I..  A.  \s  only  luxury  hotel  on  the  sand.  Where  else  can 
you  negotiate  a  million-clollar  deal  by  lunch,  then  negotiate  the  hike  path  in 
I  ""^h^q^adinfHotelsofth^orkr  |  ///('  afternoon?  And  for  schmoozing,  there's  our 
restaurant.  One  Pico.  Where  the  only  killer  fish  is  on  "^^^p 
the  menu,  (^all  your  travel  agent  or  I  .(H00.3,'i4. 9000.  Sliistters 


TheBestCaloiie-Burning 
Equipment  Money  CanBuy. 


According  to  a  leading  medical  journal, 
"The  treadmill  machine  *'T«^xx 


"treadmiWjs.- 

0)t©ff  CIS© ,       energy  expenditure  and 
lH^lQ^linGa         aerobic  demands  than  the 
Leading  Medical  Journal   other  exercise  machines 
examined." 
According  to  Riomt'r's  World,  the  Tn 
the  best  treadmill  on  the  market  today.  Sirn 
quiet,  comfortable,  it  measures,  monitors 
motivates  for  the  most  efficient  caloric  hu 
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can  get. 

Call  1-800  TROTTER  for  the  name 
Trotter  dealer  nearest  you. 
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will  grow  best  in  your  area. 

The  many  "green"  lawn-care  compa-l 
nies  that  are  sprouting  up  like,  well,, 
weeds,  maintain  that  a  well-nourishedl 
lawn  is  also  a  pest-  and  weed-free  lawn.| 
But  if  yours  is  the  exception,  these! 
companies  will  use  "natural"  substances 
to  control  critters  and  diseases.  Sprayn 
ing  mixtures  of  water  and  Dr.  Bronners 
Peppermint  soap,  hot  pepper  sauce  on 
ammonia  often  works  to  control  pestsj 
says  Lopez.  Some  lawn-care  companies 
use  mixtures  of  vinegar,  garlic,  eggsheUsi 
and  other  ingredients — nice  for  parents 
who'd  rather  their  kids  smell  like  a 
Caesar  salad  than  the  Love  Canal  when 
they  come  in  from  playing. 

The  latest  trend  for  lawn-care  com- 
panies is  something  called  Integrated 
Pest  Management  (IPM).  It's  a  system 
of  less  environmentally  threatening 
tactics — physical,  mechanical,  cultur- 
al, biological,  educational — which  help 
correct  or  eliminate  conditions  that 
promote  pest  infestations.  Andrew 
Corbin,  an  IPM  educator  at  Cornell 
University's  Agricultural  Extension,  is 
particularly  excited  about  the  use  ol 
tiny  pest-killing  worms,  called  nema- 
todes, which  either  search  and  destroy 
root-eating  white  grubs  underground, 
or  wait  topside  to  ambush  sod  web- 
worms.  "The  nematodes  take  a  little 
longer  than  pesticides,  but  they  don'l 
hurt  plants,  humans  or  dogs,"  sayS 
Corbin.  The  worms  are  already  avails 
able  commercially,  and  better,  easier- 
to-use  formulations  should  be  coming 
along  in  the  next  year  or  so. 

Ripping  out  your  lawn  and  starting 
over  will  take  courage  of  Kenneyiar 
proportions,  and  the  end  result  ma\ 
make  you  feel  more  like  Pa  Kettle  than 
like  Mister  Blandings  looking  oui 
from  his  dream  house.  Still,  be  firm  ir 
your  resolve.  You're  saving  a  bundle 
and  the  look  is  more  natural  and  en- 
vironment-friendly. Oliver  WendeL 
Douglas  did  it,  and  so  can  you. 

But  if  a  pig  shows  up  at  your  dooi 
calling  himself  Arnold,  go  back  to  the 
Kentucky  Bluegrass.  • 

Stephen  Williams  isYYl's  home- 
and-garden  guy. 
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A  I  j^tl  How  people  address  you  has  quite  a  bit  to  do  with  how  you're  dressed.  Exactly  why 

Allen-Edmonds  has  shoe  styles  to  fit  a  Charles  or  a  Chuck,  a  Louis  and  a 
"^TiriCl   Louie.  Ranging  in  sizes  from  5  to  18;  widths  AAAA  to  EEE.  Made  so  well 
'XlVXw   we  can  recraft  them.  For  a  catalog  and  nearest  dealer,  call  1-800-235-2348. 
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How  To  Be 
Your  Own  Bodyguard 


By  Joseph  T.  Mullen 


Good  news:  you  don't  have 
to  be  packing:  ^  piece  to 
intimidate  an  ag:g:ressor 

I\  MORE  THAN  30  YEARS  AS  A  PRIVATE 

detective,  I've  had  a  lot  of  interesting  jobs  and 
met  a  lot  of  interesting  people.  I  mean,  why 
else  would  you  stay  in  the  business?  The  hours 
are  terrible  and  the  fringes  are  even  worse. 
But,  like  I  say,  you  meet  interesting  people. 

For  instance,  several  years  ago,  I  met  the 
most  trusted  man  in  America,  Walter  Cron- 
kite.  I  was  his  bodyguard. 

What  happened  was,  somebody  at  the  FBI 
called  somebody  at  CBS  and  told  them  that 
they'd  intercepted  wiretaps.  They  were  hear- 
ing things.  So  the  people  at  CBS  called  me — 
my  agency  is  in  New  York — and  we  followed 
Mr.  Trusted  around.  We  carried  gym  bags 
that  were  supposed  to  make  us  look  like  guys 
on  our  way  to  a  workout. 

What  we  had  in  the  bags  were  .38  pistols.  In 
the  car  was  a  shotgun.  Never  had  to  use  any  of 
that  artillery;  but  there's  nothing  like  a  body- 
guard to  make  you  feel  secure. 

Of  course,  most  people  can't  afford,  and 
don't  need,  full-time  protection.  They  don't 
have  that  many  enemies,  after  all,  and  besides, 
having  somebody  around  all  the  time  gets  old. 
I'm  a  pretty  charming  guy  but  I'm  sure  Mr. 
Cronkite  got  to  the  point  where  he  wouldn't 
have  minded  going  without  my  company. 

Still,  it's  an  uncertain  world  out  there.  And 
the  sad  truth  is,  the  better  you  do,  the  more 
precautions  you  need  to  take. 


Celebrities  are  obvious,  high-profile  targets 
and  they  typically  use  bodyguards  who  are  just 
muscle.  Their  job  is  to  keep  people  who  want 
to  touch  the  garment  at  arm's  length.  They 
aren't  real  bright,  necessarily,  but  they  can 
react  with  considerable  force. 

Still,  you  can  make  enemies  without  being 
on  the  cover  of  People.  If  you  have  some- 
thing— or  even  look  like  you  have  some- 
thing— worth  taking,  then  you  can  be  sure 
that  there  are  people  who  would  be  happy  to 
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take  it  from  you.  And  if  you're  in  the 
middle  of  some  temporary — but  very 
nasty — dispute,  then  you  might  want 
protection  as  well. 

Before  restraining  orders  became  so 
common,  my  company  used  to  protect 
a  lot  of  wives  who  were  in  the  process 
of  divorcing  abusive  husbands.  Some- 
times breaking  up  a  business  partner- 
ship can  be  just  as  ugly  as  getting  out  of 
a  marriage.  People  decide  they  want  to 
get  even  in,  quite  literally,  the  worst  way. 

But  there  are  some  situations  where 
that  little  extra  protection  can  be  pro- 
vided by  the  one  person  you  know  you 
can  trust... you.  In  other  words,  you 


better  one.  You  start  out  by  being  aware 
that  you're  a  possible  victim. 

"Criminals  like  soft  targets,"  Bot| 
says.  "They're  looking  for  sleepwalkers 
in  unsecured  areas." 

There  are  things  you  can  do  thall 
make  it  easy  for  them.  Like  wearing 
headphones.  Right  away,  you've  cut  of| 
one  of  your  best  senses  for  detecting  a 
threat.  Somebody  might  be  coming  up 
behind  you,  but  you  never  hear  him 
because  you're  listening  to  your  favorite 
CD.  Heightened  awareness  is  youi 
best  defense. 

Of  course,  this  means  using  your 
eyes.  Bob  says  that  one  of  your  best! 


You  have  a  key  chain.  Put  one  of  those  pepper-spray 
devices  on  it.  Theyve  been  reported  to  send  eight-foot 
Florida  alligators  retreating  into  the fetal  position. 


need  to  be  your  own  bodyguard. 

This  doesn't  necessarily  mean  that 
you  need  to  learn  to  punch  eyeholes  in 
a  silhouette  target  with  a  Clock.  Or  go 
off  to  Japan  and  learn  some  ancient 
discipline  with  seven  orders  of  belts. 

I've  been  around  a  lot  of  bodyguards, 
and  the  best  I've  ever  known  is  Robert 
Foti.  I  use  him  on  jobs,  and  I  recom- 
mend his  course  in  basic  personal  se- 
curity. He  held  one  recently  for  a  big 
law  firm  in  New  York,  and  on  the 
first  night,  30  or  40  people  showed  up. 
Word  got  around,  and  on  the  second 
night,  70  people  came  to  listen  to  what 
Bob  had  to  tell  them  about  staying  out 
of  those  situations  where  the  only 
thing  you  have  left  is  force  and  luck. 
(Write  him  at  P.O.  Box  309,  Schen- 
ectady, NY  12301-0309;  or  give  me  a 
caU  at  212-581-5292,  and  I'U  get  ahold  of 
him  for  you.) 

Bob  can  certainly  handle  himself 
when  it  comes  down  to  that — he  did 
two  tours  in  Vietnam,  with  the  Rang- 
ers— and  he  has  aU  the  skills  he  needs 
with  a  pistol  and  hand-to-hand  com- 
bat. The  point  is,  he  does  things  so 
those  talents  never  come  into  play. 

It  starts  with  vigilance.  That's  the 
word  Bob  uses,  and  I  can't  think  of  a 


tools  is  a  pair  of  sunglasses.  That  way 
somebody  who's  a  threat  never  knows 
what  you're  looking  at.  You  can  study 
guy  on  a  subway  to  see  if  he's  gettinj 
ready  to  make  some  kind  of  move  with 
out  getting  into  one  of  those  menacing 
"stare-downs"  where  the  guy  believesi 
that  you're  "dissing"  him. 

What  you  wear  can  be  very  impor- 
tant. It  would  be  prudent  to  leave  the 
big  jewelry  at  home,  or  at  least  cover  it 
up  with  gloves  and  a  scarf  when  you're 
out  on  the  street.  Women  shouldn't 
carry  shoulder  bags  with  a  thin  strap: 
that  can  be  easily  cut  or  broken.  Carry 
a  small  bag  with  big  handles  you  can 
grip  firmly.  No  high  heels.  Carry  them; 
in  a  bag.  The  best  shoes,  for  men  andi 
women,  are  flat  with  rubber  soles. 
Better  for  running  and — if  you  get  out- 
run and  have  no  choice — kicking.  For 
women  who  are  worried  about  rape, 
Bob  has  this  advice:  "It's  easier  to  get  a, 
dress  up  than  it  is  to  get  pants  down." 

Most  people  don't  have  concealed- 
c;irry  permits,  but  that  doesn't  mean  that 
they  should  walk  around  unarmed.  You 
have  a  key  chain.  Put  one  of  those  pep- 
per-spray devices  on  it.  "Those  things 
work,"  Bob  told  me  one  day.  "I  saw 
a  demonstration  where  some  cops  in 
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Florida  used  one  on  an  eight-foot  alliga- 
tor, and  that  beast  just  went  into  a  ball." 

But  if  you're  going  to  carry  one,  get 
a  couple  of  extras  and  go  out  some- 
where and  practice  firing  them.  You 
need  to  know  how  to  do  it  without  even 
thinking  about  it  when  the  time  comes. 
It  has  to  be  an  instinct.  And  quick.  And 
you  have  to  point  it  right  at  the  guy's 
face;  none  of  this  "general  area"  stuff. 

Bob  also  likes  a  little  hand-held  ice 
scraper  for  your  car  window  on  the  key 
chain.  There's  one  made  by  a  company 
called  Choate,  down  in  Bald  Knob, 
Arkansas.  Thing  has  little  claws  on  it 
that  work  hke  a  poor  man's  brass 
knuckles  in  a  pinch.  (The  Executive  Ice 
Scraper,  $5,  800-972-6390.)  And  if  you 
don't  have  one  of  those  on  your  key 
chain,  and  you  need  a  weapon,  use  the 
key.  Put  it  between  your  fmgers  so  it 
sticks  out  like  a  claw. 

Of  course,  if  you're  being  truly  vigi- 
lant, you  should  never  approach  your 
car,  or  the  door  to  your  apartment,  with 
your  keys  in  your  pocket  or  in  your 


handbag  so  that  you're  standing  there 
fumbling  for  them.  Have  your  keys — 
and  your  pepper  spray — out  and  in  your 
hand.  It  decreases  your  vulnerability. 

And  even  though  that  key  chain  is 
getting  pretty  heavy,  it's  a  good  idea  to 
have  a  little  flashlight  on  it.  You  can  use 
it  to  check  around,  or  under,  your  car 
from  a  safe  distance.  Criminals  like  the 
dark;  it  gives  them  the  advantage. 

Also,  avoid  underground  garages  if 
you  can.  Don't  park  next  to  other  cars 
where  somebody  can  hide  and  ambush 
you.  If  the  parking  lot  has  surveillance 
cameras,  try  to  park  near  one.  Make 
two  trips  if  you  have  a  lot  of  packages. 
That  will  keep  one  hand  free — keys  and 
your  pepper  at  the  ready. 

When  you're  going  somewhere  in 
the  car,  make  sure  you  have  enough  gas 
and  a  cell  phone,  and  be  aware  of  where 
you'll  go  for  assistance  if  you're  rear- 
ended  by  someone  who  wants  you  to 
stop  and  get  out  of  the  car  so  he  can 
take  your  wallet,  your  jewelry,  your 
packages. .  .or  you.  Don't  ever  stop  and 


get  out  of  the  car  in  an  insecure  area 

If  you  do  fmd  yourself  in  a  bad  siti 
ation,  have  a  plan:  if  he  wants  your  waj 
let,  give  it  to  him.  You  might  also  ha\i 
your  money  and  your  cards  concealec 
and  an  old  wallet  with  20  bucks  in  one 
that  you  can  drop  and  then  run. 

"Give  him  what  he  thinks  he  wants 
Bob  says.  "Stay  alert,  avoid  situation 
where  you're  vulnerable,  be  ready  to  ru 
or  react,  give  up  what  you  can  afford  tl 
lose  to  save  what  you  can't  afford  C 
lose — your  life." 

Like  most  of  what  Bob  says,  that 
solid.  Remember,  the  first  priority  c 
any  bodyguard  is  the  safety  of  the  sub 
ject.  In  this  case. .  .you.  Don't  be  stupi 
by  being  brave. 

There's  a  lot  more,  of  course,  and  yoi 
learn  most  of  it  by  being  in  the  tradt 
I've  learned  a  lot  over  the  years,  but 
still  learn  things  from  other  people,  lik 
Bob  Foti.  • 

Joseph  T.  Mullen  is  a  private 
tective  in  New  York  City. 


First  Encounters 
By  Davidoff 


Catherine  appeared  at  the 
ball  disguised  as  a  simple 
woman  soley  to  learn  the  seorets 
of  those  in  her  court,  Casanova 
was  there  that  night  on  his  usual 
quest.  But  when  recognition 
ocoured,  Casanova,  intrigued 
with  Catherine's  cunning  abilities, 
decided  this  was  o  woman 
worthy  of  intellectual  debate. 

And  so  began  the  competition 
over  who  hod  hod  the  most 
lovers.  Hours  and  many  good 

cigars  later,  a  man  usually  guilty 
of  patronizing  women,  was 
•  finally  impressed  by  one. 


FOR  CORPORAn 
ACCOUNT  INFORMATION 
PLEASE  CALL  1-800-353-0061 


For  fhose  who  are  obsessed 
with  quality. 


-osonova  one 


535  MADISON  AVENUE,  NEW  YORK,  212-751-9060/800-548-4623  •  232  VIA  RODEO  NORTH  RODEO  DRIVE.  BEVERLY  HILLS  3ia278-8884/80O328-0039  CATALOGUE  ORDERS,  800-328-4365  EXT  6: 
GENEVA  BRUSSELS.  AMSTERCWvl.  LONDON.  SAO  PAULO  MONTOEAL  NEWiOW  f»NAMA  dry  N/EXCO  OTY  BEVERLY  HliS.  TOKYO.  SEOUL  BE  JNG,  SINGAPORE.  HONG  KONG.  KUAIA  LUMPUR  BANGKOK  MOSCOW  BEHJN.  ZURO- 


S  I  N  C  E    1  9  7  8  ,  ' 

HE    Crooked    L   Ranch    has    been    cooking   the  same 

DISH     EVERY    TUESDAY     NIGHT.    ChILI     RUBBED  STEAKS. 


S  I  N  C  E    1  9  7  8  , 

they've     BEEN     G  O  O  K  1  N  G .  -  1.  T     O  N     T  H  E     S  A  M  E  GRILL. 


{  The  Broilmaster  P3CP  Propane  Cart  Model  ) 

You  don't  have  to  work 
the  Crooked  Lto  see  why  the 
Broihiiaster  D3CP  grill  was 
selected  Consumers  Digest  "Best 
Buy  "for  premium  gas  grills. 
Just  call  1-800-255-0403  for 
more  information  and  a  free 
copy  of  "The  Juiciest  Recipes 
Known  To  Man"— including 
Chili  Rubbed  Steaks. 


BROILMASTER' 

PREMIUM  GAS  GRILLS 


THE  MOST  DURABLE  GRILL 
KNOWN  TO  MAN 

Available  at  specialty  grill  stores. 

Got  a  great  story  about  how  long  your  Broilmaster 
grill  has  lasted?  Let  us  know  at  1-800-255-0403. 

©1997  UfoilmJMcf  l-rL-miiim  G:is  iinlh  A  divisioFi  of  Mjft.n  InduNtricv.  liic 


Rollei  Prego  90  AF 

A  r()iii|iiii  i  w  ilh  a  host  of  |)ow(.'rliil  leatiireis: 
liigh-grailc  Schneidcr-Kieiiznacli  Variogoii 
28-90iiini  zoom  with  slpp-zooni  functions, 
active  infrared  antofocus  w/focus  lock  &  aut(j 
macro,  auto  exposure  control,  electronic 
programmed  siiutter,  infinity  switcii.  10  sci- 
self-timer,  and  nndti-fimction  auto  flash  w  iili 
red-c\ e  rcdncl imi.  \\  ow  ! 


^399 


PENTAX 


Pentax  ZX-5 

This  new-design  auto-focus  SLR  is  simple  ami 
compact.  It  s  equipped  with  -3  point  auto-focus 
(including  spot  and  predictive  AF)  multi-mode 
auto  exposure,  a  choice  of  metering  patterns 
(including  spot  and  six  segments)  and  a  built- 
in  pop-up  flash.  Purchase  as  show  n  w  ith  a 
35-80mm  lens. 


^549 


:::  SAMSUNG 

Samsung  145  Zoom 

A  high-power  38-H.5nun  compact  zoom 
camera  wilh  Schneider  \'arioplan  lens  for  those 
who  seek  the  best  (pialiU"  and  performance. 
Loaded  with  fimcfions  like  intelligent  zooming 
motles  (fuzzy,  |)oiirait,  step  zoom):  auto,  fill-in. 
off  and  |ire-flash  for  red-eve  reduction:  back- 
light coiMrol:  imilli  anto-focus:     much  moi-e. 


^299 


CONTAX 


C^ontax  G2 


oj)li.'.  .. 
$339.  (...,• 


ilures  of  the  (,l  plus  tour  frames  per 
-inted  motor  drive,  toj)  slmiier 
-  1 /6()0()  sec,  X. synch  al  1/2(1(1 

■  ■!  oaseline  autofociis  s\sten) 

■  ■  i'a.'l  Zeiss  T*  len.ses.  Flash 

i'lanar  T*4.")mni  f2.0  lens 


Anton  Bruckner  Limited  Edition 
Lcica  M6      @  LEICA 

OiiK  im  cmiicnis  \v.\\v 
Ih  i  ii  |ir(idiiccil    orldw  iili' 
III  I'omiiiciiiiiialidii  (li  die 
Kllllh  amii\ci'saiA  ul  ilii' 
dealh  (if  ihi-  great 
Aii-li'iaii  composer  \iitoil 
Bruckner,  \  liilK  liiiic- 
tioniiig  (  imicia  w  iili  a 
rclrai'talile  f.liiiai'-M  .'i(liniii/l2.n  Iriis.  I  lie  camera  biiiK  is  co\pred 
w  illi  liluc-gia\  Iguana  leallici  and  all  nn'lal  parts  are  plalimmi- 
plalcd.  f.ai'li  i-amera  l■l)nlail]^  a  special  serial  mmi)»-r  and  is 
packaged  in  a  lieaiilihil  wnodrii  \n\\  which  al-o  includes  a  cerlihcale 
(il  aiilhi'iilicilv  and  a  brand  new  released  CD-set  which  iui'Iniles 


\  inplioiiies.  s^ 


8,995 


VACATION 
MEMORIES 


WILLOUGHBY'S! 
1-800-EST-1898 

Since  1S9S.  we've  been  bringing  you  f/ie  latest  tech- 
nology in  photographic  eqniprrie/it.  Find  ererything 
from  the  latest  Advanced  Photo  System  (  (u/icnis  and 
film  to  the  most  innovative  digital  camera  e(jnipment  at 
Neiv  York  Cit^■'s  oldest  and  most  trusted  camera  store. 
Call  us  toll-free  or  visit  our  New  ]ork  showroom. 


Monica 

Konica  Q-Mini 
[-3501 


QM- 


Digital  Camera 

\(m  re  going  to  love  exervthing  about  the  new  camera:  it  s  super 
compact:  comes  with  built-in  flash:  delivers  super-shar])  images 
with  350.000  pixels  and  a  bright  F2.8  lens:  the  1.8"  color  built- 
in  LCD  monitor  displays  your  pictures  clearly  at  312.x230  dpi. 
Best  of  all.  Q-niini  offers  a  super-convenient  way  to  store  and 
transfer  images:  a  new  Compact  Flash  card  holds  up  to  -il  images, 
then  just  |)lng  in  the  cable  and  you  can  view  your  pictiu'es  on 
TV  or  upload  to  a  computer. 

^599 


Fuji  Endeavor 
-tOOO  SL 

This  cool  looking  Advanced  Photo  Svsteii| 
camera  gi\  es  you  loads  of  picture  taking  fr(i 
w  ith  drop-in  lilm  loading,  mid-roll  swilel 
three  |irii]l  loriiiaiv  piiiil  i|uanlily  pre-sei 
capabilin.  piiiil  i|iialil\  enhaiicemcm  ihi 
inloriiialioii  r\i  li:iiigr  mMi  iii,  2.V100mni 
lens  (-txZoomJ.  miilii  pKigiaiiiined  auto  f 
r 1 1,  phase-diieciioii  aiiid-lnrii^.  red-eve 
reduction,  and  morel  Sira|j.  batteries,  reii 
controller  and  film  included. 


H99 


Ricoh  RDC-2 
Multimedia 
Digital  Camera 

Br  ing  images  to  life  by  captming  the  move 
and  sounil  ot  vour  siibji-ct-  Cet  hii;li  n-s  in 
sharpness  and  eoldi  aci  iiiai  \-  ^i  nd  lalkin 
pictures  over  tln'  iiilciiiri.  make  multimer 
|iresentarions.  cuniiiiiiiiicaie  in  ways  never  1: 
possible!  .Vlonitor  inclinlcd. 


S799 


Sigma  Lenses 

From  the  world  leader  in  lens  mannfactiiri 
Sigma  lenses  are  compatible  v,ixh  most  cmii 
monly  used  35mm  cameras.  Fixed  focal 
lengths,  zooms,  telephotos.  and  ultra-ti  k, 
tos.  many  with  macro  capability.  Get  thru 
W  llloughbv's  at  the  best  price  possible,  li'" 
your  summer  vacation.  Limited  quantiriesl 


^1569 


/:J6  n  .  :i2ml  Si..  XYC  2 1 2 -.564- 1600  ^  (acro.ss  from  Peiin  Station) 
.50  E.  42n(l  St..  m  C  212-6SI-7S44  (acros.s  from  Grand  Central  Station) 

(  OIWORArEM  VOl  '\TS  UELCOME-plea.se  contact  Xatlian  @  1-S00-229-S999  •  \e.it  Day  alup/mig  arailabl, 

PI/ONE  ORDEB  TOEE  FREE 

1-800-378-1898  or  1-888-722-2637 


LETTER   FROM  NANTUCKET] 


M^ik  You  Were  Away 


By  Tom  Congdon 


jCoach  reproached... scallops 
secured . .  .roadkill  re- 
stored... and  other  dispatch- 
es from  the  off-season.... 

Ik  you  own  a  house  on  Nan- 
tucket  and  occupy  it  for  just  a  month  or 
j|so  a  year,  it  may  surprise  you  to  learn 
'  that  even  though  the  island  is  30  miles 
at  sea  and  bleaker  than  bleak  in  the  win- 
ter, a  lot  goes  on  in  your  absence.  To 
bring  you  up  to  speed,  here's  a  rundown 
on  this  year's  ofF-season  highlights. 

Halfway  through  the  high 
school  football  schedule,  Vito  Ca- 
pizzo,  coach  of  Nantucket's  beloved 
Whalers,  spotted  a  pretty  coed  in  a  cor- 
ridor and  called  out,  "Yo,  sexy  broad!  Get 
your  tail  over  here!" 

The  remark  was  reported  in  the  local  paper, 
and  school  officials  were  faced  with  a  dilemma. 
On  the  one  hand,  the  island's  feminists, 
among  whom  Capizzo  already  had  a  lively 
reputation  for  gender-specific  exuberance, 
started  talking  harassment.  On  the  other  hand, 
the  Whalers  were  depending  on  Capizzo  to 
get  them  through  the  big  game  against  their 
rival,  Martha's  Vineyard  (whose  team  is  called 
the  Vineyarders  at  home  but  on  Nantucket,  ir- 
reverently, the  Grapes).  Beyond  that,  no  one 
wanted  to  say  anything  that  might  offend  this 
winning  coach  and  prompt  him  to  look  for 
greener  gridirons. 

The  superintendent  said  something  deli- 
cate to  the  coach,  who  made  a  perfunctory 
apology  in  the  paper's  letters  column  "to  those 
who  were  offended."  A  few  weeks  later  the 
Whalers,  led  by  Capizzo,  stomped  the  Grapes 


and  went  on  to  triumph  in  the  regional  su- 
perbowl.  "Superintendents  come  and  go,"  he 
was  said  to  have  observed  at  a  meeting  of  the 
Boosters  Club,  "but  I'll  be  here  forever." 

John  Husted  sold  his  handsome 
Federal-period  house  in  the  historic  district 
and  moved  out  into  the  moors.  People  won- 
dered why  in  the  world  he  ever  gave  up  such  a 
beautiful  place. 

One  plausible  theory  came  from  a  house 
painter  who  spent  much  of  last  summer  work- 
ing on  the  house  next  door.  When  Jacqueline 
Onassis  died  and  her  obituary  revealed  that 
Husted  had  been  her  first  fiance,  tour  buses 
began  stopping  at  Husted's  house,  the  painter 
said,  their  loudspeakers  booming  out  the 
choice  bit  of  Kennediana. 

It  was  easy  to  imagine  poor  Husted,  a  re- 
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served,  retired  Wall  Streeter,  cowering 
in  his  house,  not  daring  to  come  near 
his  front  windows,  resolving  to  flee  to 
where  the  buses  couldn't  find  him. 

If  he  had  peeped  through  the  cur- 
tains, the  sight-seers  would  have  had  a 
bewildering  bonus:  Husted  is  a  dead 
ringer  for  Claus  von  Bulow.  (What  the 
National  Enquirer  could  have  done 
with  that  one.) 

To  YEAR-ROUND  NaNTUC 

eters,  the  tiny  bay  scallop 
taken  from  their  shallows 
are  soul  food — not  only  a 
mainstay  of  their  economy 
but  emblems  of  their  mar- 
itime island  life.  They 
know  how  bone-chilling 
it  is  to  dredge  scallops 
from  icy  water  and  how 
tedious  to  shuck  them. 
You  have  to  know  these 
things,  they  say,  to  really 
appreciate  them. 

Just  before  Christmas, 
Joanne  Jones,  the  French 
teacher  at  the  high  school,  set 
off  on  her  annual  trip  to  relatives 
in  Indianapolis.  As  always,  she  was 
carrying  a  special,  much-anticipated 
gift:  five  pounds  of  Nantucket  bay  scal- 
lops. At  $15  a  pound  in  the  local  mar- 
kets ($20  a  pound  in  Manhattan),  they 
were  a  delicacy  indeed. 

In  the  waiting  room  at  Nantucket 
Airport,  early  for  the  plane  that  would 
take  her  on  the  first  leg  of  the  trip,  she 
placed  her  small  suitcase  and  the  con- 
tainer of  scallops  on  a  chair  in  the  wait- 
ing room,  then  went  into  the  coffee 
shop  for  a  sandwich.  (Nantucketers 
aren't  very  security-conscious;  it  comes 
from  living  on  an  island.)  When  she 
heard  the  plane  announced,  she  went 
right  out  to  it  and  got  in,  entirely  for- 
getting her  carry-ons.  The  pilot  climbed 
in  through  his  hatch  and  started  the  en- 
gines, and  the  plane,  a  nine-seater,  tax- 
ied from  the  terminal. 

As  the  plane  approached  the  head  of 
the  runway,  Jones  fell  into  conversation 
with  the  man  sitting  next  to  her,  a 
tourist  who  said  the  high  point  of  his 
visit  to  the  island  had  been  a  scallop  din- 


ner. Jones  realized  what  she  had  done. 

The  pilot,  Ryan  Hudson,  was  only 
three  seats  ahead  of  her,  so  she  got  up 
her  courage  and  went  forward.  "I  left 
my  luggage  back  in  the  waiting  room!" 
she  shouted  over  the  engine  noise. 

Hudson  shrugged.  "Sorry,  Ma'am," 
he  shouted  back.  "There's  nothing  I  can 


do.  We're  about  to  take  off." 

"But  you  don't  understand,"  Jones 
wailed.  "I've  got  five  pounds  of  scallops 
in  my  bags!" 

Hudson  is  a  Nantucketer.  He  pushed 
the  microphone  button  on  the  control 
wheel.  "Nantucket  Ops,"  he  said,  hail- 
ing the  airline's  staff  in  the  terminal. 
"Passenger  left  five  pounds  of  scallops 
in  the  waiting  room.  We're  coming 
back  for  them." 

As  ISLANDERS  AND  YANKEES,  NaN- 

tucketers  are  seldom  ruffled  by  eccen- 
tricity, but  when  Roger  Schmidt  bought 
a  house  in  Codfish  Park  this  January, 
their  equanimity  was  challenged. 

Codfish  Park  is  a  spit  of  sand  stick- 
ing out  into  the  Atlantic  from  the  east- 
ern end  of  the  island.  A  century  ago  it 
was  the  base  for  Nantucket's  cod  fishery, 
and  a  quaint  little  settlement  of  houses 
and  cottages  grew  up  there.  When  the 
cod  went  away,  summer  people  arrived. 


and  for  generations  they  enjoyed  th| 
cottages  and  their  orchestra  seats  on  on 
of  the  world's  best  beaches. 

Ten  years  ago  the  ocean  bega: 
chomping  off  great  chunks  of  Codfis] 
Park.  Whenever  a  major  nor'easte 
blew  up,  Nantucketers  came  out  fron 
town  to  watch  whole  houses  riding  ou 
to  sea,  sometimes  with  curtains  flap 
ping  and  geraniums  still  bobbing  ii 
the  window  boxes.  Codfish  Pari 
became  to  erosion  what  Mai 
ibu  is  to  mud  slides.  Even 
the  island's  most  aggres 
sive  realtors,  the  one 
who  could  effortless 
sell  acreage  arounc 
the  town's  smold 
ering  dump,  gav 
up  on  Codfish  Park 
Beyond  the  powej 
of  salesmanship,  i 
vanished  from  theii 
brochures. 
Enter  Roger  Schmidt 
This  winter,  as  Codfisl 
homeowners  continued  the 
doleful  task  of  dragging  theii 
dweUings  to  plots  elsewhere  on  the 
island,  Schmidt  bought  a  Codfish  housei 
a  pretty  little  place  just  26  paces  from 
the  teeth  of  Mare  Horribilis.  He  nol 
only  bought  it  but  began  sinking  mone) 
into  it.  Once  again  Nantucketers  drove 
out  from  town,  this  time  to  gape  as 
Schmidt  installed  copper  plumbing  and 
electrical  conduit  and  banged  on  rows 
of  fresh  cedar  shingling. 

At  the  Adantic  Cafe,  especially  when 
the  wind  comes  strongly  out  of  the 
northeast,  drinkers  debate  whether 
they're  dealing  with  an  idiot  here  or 
with  a  mythic  hero  about  whom  an  is 
land  bard  should  be  writing  "The  Bal- 
lad of  Roger  Schmidt."  King  Canute 
couldn't  hold  back  the  sea,  but  maybe 
Schmidt  can.  "I'm  an  optimist,"  Schmidt 
says.  "If  I  get  a  few  good  years  before 
the  ocean  takes  it,  I'll  have  gotten  my 
money's  worth.  In  the  meantime,  I've 
got  an  uninterrupted  view  right  over 
to  Portugal." 

Or  in  the  words  of  Tennyson: 
And  may  there  be  no  moaning  [at]  the 
bar/  When  I  put  out  to  sea. 
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Timothy  Lepore  is  qxiite  possi- 
bly the  island's  favorite  general  practi- 
tioner and  definitely  its  most  fanatic 
outdoorsman.  A  tall,  hearty  man,  he 
shaves  his  head  and  decorates  the  walls 
of  his  w^aiting  room  vv^ith  pistols  and  an- 
imal skulls. 

One  dark  day  in  February,  Lepore 
had  just  finished  his  examination  of 
Nina  Murray,  a  retired  Harvard  lec- 
turer, when  his  nurse  called  him  to  the 
phone  in  the  next  room.  "Great!"  Mur- 
ray could  hear  Dr.  Lepore  saying  excit- 
edly. "I'll  be  right  over!" 

He  hastily  hung  up  the  phone  and 
hurried  back  to  his  patient.  "Sorry  to 
rush  off  like  this,  Nina,"  he  said,  shed- 
ding his  white  smock  and  donning  a 
windbreaker.  "But  I've  just  heard  about 
some  fresh  roadkill."  And  with  that 
he  was  gone. 

Murray  looked  at  the  nurse  in  be- 
wilderment. 

"Dr.  Lepore  is  a  falconer,"  the  nurse 
explained.  "He  needs  the  roadkill  to 
feed  his  falcon." 


Winter  is  a  tough  ti.me  on  the 
island,  as  booze  and  boredom  tatter  ci- 
vility. There's  not  enough  work,  and 
people  run  out  of  money.  To  save  rent 
and  fuel,  they  cram  into  small  spaces 
and  get.  on  each  other's  nerves.  The 
stores  are  mostly  shut,  and  there's  not 
much  entertainment  except  in  taverns. 
The  police-blotter  page  in  the  local 
newspaper  bulges  with  DWIs  and  re- 
straining orders,  along  with  occasional 
laconic  little  items  that  scream  for  am- 
plification. Take  for  example  the  report 
that  appeared  in  February  concerning 
one  Robert  M.  DiCarlo,  of  Littleton. 
DiCarlo,  it  stated,  pled  guilty  to  an  as- 
sault charge:  shaving  a  woman's  pubic 
hair  without  her  consent.  That  was  the 
extent  of  the  report,  nothing  else  but 
the  admonition  from  Judge  James 
O'Neill.  "The  court,"  the  judge  rum- 
bled, "is  becoming  a  lot  less  tolerant  of 
behavior  like  this." 

March  is  called  "hate  month" 
in  Nantucket.  In  a  March  meeting  of  the 


Nantucket  Conservation  Commissior 
the  typically  heated  discussion  was  geJ 
ting  out  of  hand,  and  commissions 
Andy  Lowell  rose  from  his  chair  to  re( 
store  order.  "We're  acting  like  a  bunc^ 
of  third  graders  having  a  tizzy  fit,"  hi 
said.  His  remark  was  printed  in  thl 
Nantucket  paper. 

A  week  later  the  paper  ran  a  respons 
from  the  third  grade  at  Nantucket  El 
ementary  School,  which  as  it  happeno 
was  fresh  from  special  instruction  ii 
"life  skills": 

"We  read  what  you  said,  and  w 
don't  like  it.  We  don't  have  tizzy  fit| 
when  we  don't  agree  with  each  othei) 
We  find  ways  to  solve  our  problem 
without  throwing  fits. 

"When  your  members  can  work  ou| 
your  differences  and  still  be  kind  t(| 
each  other,  then  you  will  be  acting  lik( 
third  graders."  • 

Tom  Congdon,  editor  and  writer 
left  New  York  City  in  1994  to  live  am 
work  in  Nantucket. 


True  Classics  Are  Always  In  Style. 

Grand  Heritage  hotels  are  as  different  from  each  other  as  New  Orleans  is  from  San  Diego.  Each  is  a  lovingly 
restored  historic  landmark-  a  castle,  a  manor  house,  or  a  stately  hotel,  that's  been  a  treasured  part  of  each  city's  history 
and  lore,  and  gives  you  a  sense  of  "being  there."  Each  hotel  is  recognized  for  contemporary  business  travel  amenities 
and  unparalleled  service.  Most  feature  the  Hentage  Executive  Level,  exclusively  for  the  business  person  who  seeks  a 
higher  level  of  comfort.  And,  if  you  mention  Sprint  when  you  register  at  any  Grand  Heritage  Hotel,  you'll  receive  a 
free  upgrade  of  your  accommodations."  For  leisure  or  business  travel,  choose  the  classics...  Grand  Hentage  Hotels. 


Grand  Heritage  Hotels 

INTERNATIONAL 

For  reservations  call  SOO-HERITAGE,  or  see  your  travel  professional. 

http://www.grandherltage.com 

Grand  Hentage  ll  -    are  located  iv.  ihe  United  States,  Englan^l,  Scotland,  The  Republic  of  Ireland,  France,  My  and  Grand  Cayman,  B.W.I. 

'Offer  expires  9/1 5/97  and  is  based  upor>  availability  Proud  provider  of  quality  Sprint  communications  services. 


special  Ojfer 

We'll  send  you  a  pair  of fashionable  cigar  cuff  links  with  gift  box,  along  with  a  copy  of  our  20  page  booklet 
"How  to  Judge  a  Good  Cigar"  and  a  Don  Diego  cigar  cutter,  all  for  $15  check  or  money  order  (retail  value  $30.) 
Write  Don  Diego.  P.O.  Box  407166PL,  Ft  Lauderdale,  Florida  33340-7166.  Allow  12  weeks  for  delivery. 
Offer  expires  August  31,  1997.  Offer  not  available  to  minors.  Limit  one  per  customer 


The  Snake  l 


IMITED  EDITION 


Call  or  Write  for  our 
Free  Pen  Catalog 


Largest  Selection  of 
Writing  Instruments 


Recreation  of  a  90  year  old  Masterpiece 

Parker  proudly  introduces  its  1997  Snake 
Limited  Edition  Fountain  Pen,  featuring  a 
Limited  Edition  of  5,000  pens  in  sterling  silver. 

Throughout  history,  the  Snake  has  been 
featured  in  art  and  literature  as  a  symbol  of 
power,  life  and  rebirth.  Over  90  years  ago, 
Parker  Pen  introduced  a  Snake  pen  which 
today  is  eagerly  sought  by  vintage  pei 
collectors    worldwide.    The    "lost  wax 
casting"  technique  which  Parker  has  used 
to  create  the  Limited  Edition  dates  back  to 
the  Shang  Dynasty  in  China.  The  two 
snake  heads  featured  on  the  pen  are 
accentuated  by  two  hand-cut  emeralds 
for  eyes.  Beneath  the  hand-cast  black  x 
acrylic  exterior  lies  Parker's  preci 
sion  engineered  twin  channel  feed 
and  collector  system,  ensuring  a 
controlled  supply  of  ink  to  the 
nib   even   at  high  altitudes 
The  flexible  18kt.  gold  nib, 
highlighted  with  platinum, 
also  features  a  snake  motif. 
Each  pen  is  individually 
numbered. 


EN  h 

10  Warren  St.,  NY,  NY  10007  800.253.PENS   212.964.0580   Fax:  212.227.5916 


Fountain  Pen  Hospital 
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Smoke,  But  No  Cigar 


By  Daniel  Wattenberg 


Cuba's  Bay  of  Pigs  inva- 
sion went  more  smoothly 
than  this  horrendous 
travel  bait-and-s witch 

May  I  HAVE  YOUR  ATTENTION  PLEASE  FOR 

an  important  travel  advisory:  should  you  ever 
come  across  an  ad  from  Wings  Of  The  World 
Travel  while  leafing  through  your  New  York 
Times  Magazine,  ignore  it.  No — then  some- 
one else  might  read  it.  Better  destroy  it.  Eat  it. 
Eat  it,  then  destroy  yourself.  I  went  on  this 
ibizarre  Canadian  outfit's  "Cigar  Adventure  of 
Cuba."  True,  Freud  said  that  "Sometimes  a 
cigar  is  just  a  cigar."  But  how  was  I  supposed 
to  know  that  sometimes  a  cigar  adventure  is 
just  not  a  cigar  adventure? 

The  Wings  advance  itinerary  promised  a 
hot  time  in  Old  Havana — tangy,  vice-tinged, 
pre-revo  fian  guaranteed  to  waken  the  slum- 
bering Yanqui  imperialist  within:  fistfuls  of 
four-ring  Cohibas,  shimmying  dancing  girls, 
shakers  full  of  daiquiris  in  the  Caribbean  sun, 
land  communion  with  the  ghost  of  Ernest 
Hemingway. 

Man,  were  they  blowing  smoke.  This  was  a 
:badventure,  eight  days  trolling  desolate  high- 
iways  trapped  aboard  a  Cuban  Transtur  tragic 
bus.  The  tour  operator,  Tok,  was  a  testy 
Burmese  control  freak  of  a  ganef  who  quar- 
reled with  his  charges  and  threatened  sum- 
mary repatriation  to  the  U.S.  and  other 
punitive  measures  for  tourist  misconduct.  But 
only  when  he  was  drunk.  One  of  my  fellow 
travelers  was  a  PR  hack  Hemingway  look- 
alike  poured  into  a  Che  Guevara  T-shirt  and 
determined  to  rescue  the  Cuban  revolution  by 
penning  a  report  on  the  cornucopia  of  juicy 
investment  opportunities  for  American  capi- 


taUsts  in  Cuba.  The  hotels  were  dismal,  the 
food  was  dire,  half  the  adult  population 
wanted  to  leave  the  island  on  the  first  inner 
tube  outta  there  and  so  did  I.  We  don't  have 
economic  relations  with  Cuba,  so  you  can't 
even  use  your  Platinum  Card.  Take  my  ad- 
vice: Yanqui  stay  home! 

The  Cigar  Badvcnture  got  bad  right  away. 
We  waited  six  hours  in  the  Nassau  airport  for 
the  flight  to  Cuba — on  Super  Bowl  Sunday, 
natch.  Here,  our  Burmese  toper  sneak  of  a 
martinet  tour  operator  spewed  propaganda  at 
me  to  kill  the  time.  "If  the  people  are  so  poor, 
how  come  they  arc  all  so  fat?"  he  demanded. 

As  our  Soviet-made  Yak-42  readied  for 
takeoff,  an  odorless  white  vapor  rose  from 


Pickpockets y  broken-down 
buses,  dire  food,  third-rate 
accommodations,  abusive 
tour  guides,  corrupt  customs 
agents,  not  to  mention 
the  cat-eating  local  color: 
Viva  la  revolucion! 
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the  floor  and  filled  the  cabin.  Nobody 
seemed  concerned — just  your  routine 
takeoff  vapor  clouds.  Boy,  did  I  feel 
stupid  hyperventilating  through  my 
oxygen  mask. 

Then  I  got  my  first  whiff  of  the  pro- 
Castro  vaporings  of  the  Hemingway- 
look- alike  PR  flack  from  Connecticut — 
we'll  call  him  Papa — and  started  gasp- 
ing all  over  again.  Papa  was  a  sweet 
guy,  but  for  eight  days  I  had  to  put 
up  with  his  prattle — naive  praise 
for  Cuban  health  care  and  vacation 
benefits,  pathetic  alibis  for  food  and 
power  shortages,  cloud-cuckoo-land 
economics  lectures  and  diatribes 
against  U.S.  foreign  policy.  He  was 
incessantly  burbling  good  spin  into 
the  cassette  recorder  clipped  to  his 
lip:  ramshackle  peasant  huts  with- 
out plumbing  were  "rundown,  but 
not  dirty,"  drab  cinder-block  houses 
"wouldn't  look  bad  with  a  new  coat 
of  paint."  And  when  he'd  find  the 
rare  Cuban  who  wasn't  waiting  for 
a  U.S.  visa,  he'd  proudly  parade 
him  before  me  like  the  only  kid  in 
class  with  a  perfect  attendance  re- 
cord: "You  should  talk  to  this  young 
man.  You  know  what  he  said  to  me? 
He  said,  'I  will  live  and  die  in 
Cuba.'"  Fine,  but  by  this  point  it 
seemed  to  me  that  to  live  in  Cuba 
was  to  die  in  Cuba. 

I  almost  didn't  get  into  Cuba. 
Waiting  to  clear  customs,  Tok 
asked  what  profession  I  had  in- 
dicated on  my  immigration  control 
card.  "Journalist,"  I  said.  Warning 
vaguely  of  "trouble,"  he  instructed  me 
to  cross  it  out.  "Put  'schoolteachah,' "  he 
said.  I  protested  that  journalists  are 
about  the  only  Americans  exempt  from 
U.S.  restrictions  on  travel  to  Cuba  and, 
besides,  isn't  perjury  wrong.''  He  waved 
off  my  demurrals.  "Never  mind.  You 
are  a  schoolteachah."  My  first  hour  as  a 
schoolteachah  was  not  a  happy  one. 
The  suspiciously  altered  card  provoked 
a  lengthy  inquisition  at  the  customs 
booth  followed  by  a  lengthier  wait  for 
someone  to  find  the  key  to  unlock  the 
office  where  fresh  cards  were  kept. 
Now  what  would  I  teach  my  pupils? 
Never  lie. .  .unless  under  orders  from  a 


know-it-all  Burmese  inebriate? 

Then  I  almost  didn't  get  out.  The 
uniformed  Interior  Ministry  agent  at 
the  exit  control  booth  suggested  that  I 
make  a  quick  visit  to  the  duty-free  shop 
and  purchase  him  a  bottle  of  rum. 
Then  he  would  be  ever  so  glad  to  stamp 
my  passport.  I  insisted  that  I  was  out 
of  dollars.  Finally  he  shrugged — it's 


St.  Smitty  ofDunhill,  the  patron  saint 
of  humidors  and  mistreated  domestic  animals. 

Cuba,  who  isn't? — and  waved  me  on. 

But  it  was  everything  in  between  the 
suborned  perjury  on  entering  Cuba 
and  the  attempted  extortion  on  exiting 
that  was  really  bad.  Nothing  that  was 
supposed  to  happen  on  this  trip  hap- 
pened. You  will  remember  that  this 
tour  was  supposed  to  be  a  cigar  ad- 
venture. No  less  of  an  2-uthority  than 
Smitty,  then  the  renowned  hum.idor 
manager  of  Alfred  Dunhill  in  New 
York  City,  had  been  recruited  by  Tok 
to  be  our  "Tour  Leader." 

Poor  Smitty.  It  was  not  until  the  last 
fiill  day  of  our  trip  that  we  finally  rolled 
into  tobacco  country  in  Pinar  Del  Rio 
and  made  a  perfunctory  tour  of  a  cigar 


factory.  And  by  then  it  was  too  late. 
We  go  to  the  cigar  shop  in  the  factory, 
it's  stacked  to  the  ceiling  with  leaf, 
boxes  of  Cuba's  big-bored  best — 
Montecristos,  Romeo  y  Julietas — and 
Smitty  can't  afford  to  buy  a  ladies' 
panatella:  he  had  been  pickpocketed  by 
one  of  the  besotted  masas  at  a  rowdy 
Carnaval  outside  Varadero  Beach.  He 
lost  more  than  $400,  all  the  cash  he 
had  on  the  trip.  And  even  Karl 
Maiden  can't  help  an  American 
who's  lost  his  cash  in  Cuba.  Not 
only  that,  but  Smitty  had  thrown 
his  back  out,  and  his  vivacious 
wife,  Terry,  was  in  agony  after  a 
protracted  forced  march  in  high 
heels  up  and  down  the  cobble- 
stoned  streets  of  a  colonial  city 
called  Trinidad. 

But  I  suspect  the  badventure  had 
broken  Smitty's  spirit  days  before 
the  cigar  store  disappointment. 
Smitty  loves  animals  of  all  kinds — 
horses,  cats  and  especially  dogs:  his 
watch  face  displays  a  portrait  of  his 
poodles.  Pumpkin  and  Ethan.  One 
afternoon.  Tragic  Bus  tragically  died 
on  the  highway,  marooning  us  for 
three  hours  on  a  pigs-and-pineap- 
ples  farm  in  the  middle  of  ninguna 
parte  (translation:  nowhere),  while 
we  waited  for  a  relief  vehicle  to  ar- 
rive. We  were  palavering  with  the 
farmer  about  livestock,  when,  as  is 
inevitable  in  such  livestock  parleys, 
one  of  the  Cubans  mentioned  that 
some  of  his  compatriots  eat  cats. 
Smitty  was  grief-stricken,  and  I  now 
regret  asking  how  they  tasted.  "Mmm- 
good — the  cats  they  are  tasting  like  the 
rabbits!"  sang  the  Cuban  gourmand. 

In  the  seductive  advance  lie-tinerar)', 
Tok  had  promised  us  a  sumptuous  re- 
past at  the  Floridita,  where  Hemingway 
would  while  away  the  days  with  the 
local  tarts  over  daiquiris — no  sugar — 
and  think  up  daiquiri  similes.  ("The 
frapped  part  of  the  drink  was  like  the 
wake  of  a  ship  and  the  clear  part  was 
the  way  the  water  looked  when  the  bow 
cut  it  when  you  were  in  shallow  water 
over  marl  bottom.")  But,  without  ex- 
planation, lunch  was  bagged. 

Having  missed  Hemingway  for  lunch 
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world  leader  In  antifungal  research 
JANSSEN  @ 

Titusville.  NJ  08560-0200 


100  mg 


SPORANO: 


(  i  t  roc  0  n  Q  z 


Mir  JOfNAIl  fUNOaS!" 

ASK  YOUR  DOCTOR  FOR  SPORANOX. 

n  proven  successful  in  kicking  nail 


Take  SPORANOX  freaftmnfl^l^W^^^^^fW^^Sf^o  visible  difference 
Soon  after  you  stop  taking  SPORANOX,  you  may  notice  that  the  new  nail  growing  in 
appears  normol.  Since  noils  need  time  to  grow,  you  should  expect  it  to  be  several  months 
before  healthy  new  noils  grow  in 

So  now  you  con  join  others  who  gave  thick,  yellowing,  brittle  noils  the  boot,  and  start 
growing  fresh,  new  nails! 

IF  YOU  THINK  YOU  HAVE  TOENAIL  FUNGUS,  ASK  YOUR 
DOaOR  OR  OTHER  HEALTHCARE  PROFESSIONAL,  OR  CALL 


800-595-NAILS  ext. 268 

AND  GET  YOUR  FREE  SPORANOX  "KICK-IT  KIT." 


What  you  should  know  about  the  safety  of  SPORANOX:  WARNING:  SPORANOX 
bould  not  be  taken  with  terfenadine  (Seldane®),  astemizole  (Hismanal^),  or  cisapride 
Propuisid'^)  due  to  serious  cardiovascular  events.  SPORANOX  should  not  be  taken 
|with  orol  triazolam  (Halcion%  oral  midazolam,  lovastatin  (Mevacor'^),  or 
simvastatin  (Zocor®).  SPORANOX  has  a  favorable  safety  profile  and  is  well 
,  tolerated.  In  clinical  trials  (toenoils  and  fingernails),  the  following  adverse 
events  led  to  either  a  temporary  or  permanent  discontinuation  of  treatment: 
elevated  liver  enzymes  (4%),  gastrointestinal  disorders  (4%),  rash/ 
pruritus  (3%),  and  hypertriglyceridemia  (3%).  In  rare  instances,  there 
were  reports  of  elevated  liver  enzymes  and  hepatitis.  II  you  feel 
unusually  tired  or  sick  to  your  stomach,  have  flulike 
symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
X.  dark  urine  or  pole  stools,  stop  taking  SPORANOX 

and  notify  your  doctor  immediately.  If  you're  pregnant 
or  considering  pregnancy,  you  should  not  take 
SPORANOX.  Take  SPORANOX  only  as  directed  by  your 
doctor,  and  report  any  adverse  effects  to  your  doctor  as 
soon  as  possible. 


Otpacx)nazole]  Capsules 
1-800-595-NAILS  ext.  268 


TOENAIL 


WITH' 


FUNGUS- 


Please  see  important  precautionary  information  on  adjacent  page. 
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100  mg 

[itraconazole  capsules] 

Before  prescribing,  please  consult  complete  prescribing  information  of  which  the  following  is  a  brief 
summary.   

WARNING:  Coadministration  of  terfenadine,  astemizole,  and  cisapride  with  SPORANOX*  (itraconazole) 
Capsules  is  contraindioated ,  SPORANO)C  is  a  p<itent  inhibitor  of  the  cytochrome  P450  3A  enzyme  system  and 
may  raise  plasma  concentrations  of  drugs  metabolized  by  this  pathway,  Senous  cardiovascular  events,  includ- 
ing death,  ventricular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  itraconazole 
concomitantly  with  terfenadine  or  cisapnde,  which  are  metabolized  by  the  cytochrome  P450  3A  system-  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECALiTlONS:  DRUG  INTERACTIONS  for  more  informarion. 

INDICATIONS  AND  USAGE 

SPORANOX*  (itraconazole)  Capsules  are  indicated  for  the  heatment  of  the  folloiving  hingal  infections  in 
immunocompromised  and  non-immunocompromised  patients: 

1.  Blastomycosis,  pulmonary  and  extrapulmonary; 

2.  Histoplasmosis,  including  chronic  cavitary  pulmonary  disease  and  disseminated,  non-meningeal 
histoplasmosis;  and 

3.  Aspergillosis,  pulmonary  and  extrapulmonary,  in  patients  who  are  intolerant  of  or  who  are  refractory 
to  amphotericin  B  therapy. 

SPORANOX*  Capsules  are  also  indicated  for  the  treatment  of  the  following  fungal  infections  in  non- 
immunocompromised  patients: 

1.  Onychomycosis  of  the  toenail  with  or  without  fingernail  involvement  due  to  dermatophytes  (tinea 
unguium); 

2.  Onychomycosis  of  the  fingernail  due  to  dermatophytes  (tinea  unguium), 
CONTRAINDICATIONS 

Coadministralicm  iil  5PORANOX*  (ih-aconazole)  Capsules  with  certain  drugs  metabolized  by  the  P450  3A 
enzyme  system  may  result  in  increased  plasma  concentrations  of  those  drugs  leading  to  potentially  serious 
antf/or  life-threatening  adverse  events,  Terfenadine,  astemizole,  oral  triazolam,  oral  midazolam  and 
cisapnde  are  speafically  contraindicated  with  SPORA.NOX',  HMG-CoA  reductase  inhibitors  metabolized 
by  tnis  system  (e  g.,  lovastatin  and  simvastatin)  should  also  be  discontinued  during  SPORANOX'  therapv. 
(See  PRECAUTIONS:  DRUG  INTERACTIONS.) 

SPORANOX*  should  not  be  administered  for  the  treatment  of  onychomycosis  to  pregnant  patients  or  to 
women  contemplating  pregnancy. 

SPORANOX''  is  contraindicated  in  patients  who  have  shovm  hypersensitivity  to  the  drug  or  its  exdpients. 
There  is  no  informahon  regarding  cross  hypersensitivity  between  itraconazole  and  other  azole  antifungal 
agents  CauHon  should  be  used  in  prescribing  SPORANtjX*  to  pahents  with  hypersensitivity  to  other  azoles. 
WARNINGS 

Hepatitis  There  have  been  rare  cases  of  reversible  idiosynaaric  hepatitis  reix)rted  among  patients  taking 
SPORANOX*  (ih'aconazole)  Capsules.  SPORANOX*  has  K'cn  associated  with  rare  cases  of  serious  hepato- 
toxicity,  including  fatalities,  primarily  in  patients  with  senous  underlying  medical  conditions  taking 
multiple  medications.  The  causal  assoaation  with  SPORANOX*  is  uncertain,  [f  cliirical  signs  and  symp- 
toms develop  that  are  consistent  with  liver  disease  and  may  be  attributable  to  ih'aconazole,  SPORANOX* 
should  be  discontinued. 

Cardiac  Dysrhythmias:  There  have  been  rare  cases  of  life-threatening  cardiac  dysrhythmia  and  death 
reported  in  patients  receiving  terfenadine  and  itiaconazole.  Coadministration  of  terfenadine,  astemizole 
and  cisapnde  with  SPORANOX*  is  conti-aindicated.  (See  BOX  WARNING,  CONTRAINDICATIONS, 
and  PRECAUTIONS:  DRUG  INTERACTIONS.) 
PRECAUTIONS 

QiiiTiil:  Hepatic  enzyme  test  values  should  be  monitored  in  patients  with  preexisting  hepatic  function  abnor- 
malities. Hepatic  enzyme  test  values  should  be  monitored  periodically  in  all  patients  receiving  continuous 
tieatment  for  more  than  one  month  or  at  any  time  a  patient  develops  signs  or  symptoms  suggestive  of  Uver 
dyshinction. 

SPORANOX*  (itiaconazole)  Caosules  should  be  administered  after  a  full  meal.  (See  CLINICAL  PHARMA- 
COL(XY:  PHARMACOKINEniS  AND  METABOLISM.) 

Under  fasted  conditions,  itraconazole  absorption  was  decreased  in  the  presence  of  decreased  gastric 
acidity.  The  absorption  of  itraconazole  may  be  decreased  with  the  concomitant  administration  of 
antacids  or  gashic  acid  secretion  suppressors.  Stiidies  conducted  under  fasted  conditions  demonstrated 
that  adminish'ation  with  8  ounces  of  a  cola  beverage  resulted  in  increased  absorption  of  itraconazole  in 
AIDS  patients  with  relative  or  absolute  achlorhydria.  This  increase  relative  to  the  effects  of  a  full  meal  is 
unknown.  (See  CLINICAL  PHARMACOLOGY:  PHARMACOKINETICS  AND  METABOLISM.) 
Inlonmlio'i  lor  valieiils:  Patients  should  be  insb'ucled  to  take  SPORANOX*  Capsules  with  a  full  meal. 
Patients  should  be  instructed  to  report  any  signs  and  symptoms  that  may  suggest  liver  dysfunction  so 
that  the  appropnate  laboratory  testing  can  be  done.  Such  signs  and  symptoms  may  include  unusual 
fatigue,  anorexia,  nausea  and/or  vomiting,  jaundice,  dark  urine  or  pale  stool. 

Patients  should  be  instructed  to  contact  their  physician  before  taking  any  concomitant  medications  with 
Itraconazole  to  insure  there  are  no  potential  drug  interactions. 

Drug  mlcriKliom:  Both  ih'aconazole  and  its  major  metabolite,  hydroxyitiaconazole,  are  inhibitors  of  the 
cytochrome  P450  ?A  enzyme  system.  Coadminish'ation  of  SPORANOX*  and  drugs  primanly  metabohzed 
by  the  cytochrome  P450  3A  enzyme  system  may  result  in  increased  plasma  concentrations  of  the  ether 
drug  that  could  increase  or  prolong  both  its  therapeutic  and  adverse  effects.  Therefore,  unless  otherwise 
specified,  concomitant  medications  metabolized  by  the  P450  3A  enzyme  system  should  be  discontinued 
as  medically  indicated. 

Table  of  Selected  Drugs  That  Are  Predicted  to  Have  Plasma  Concenh'ations 
Inneased  by  Itraconazole' 
Aiiticoaguhnts:  warfarin 
Aniihislanmes:  terfenadine',  astemizole' 
Anti-HIV  protease  inhibitors:  ritonavir,  indinavir 
Aninuvplastic  agents:  vinca  alkaloids 
Beinodiazeptnes:  midazolam'',  triazolam',  diazepam 
Calcium  channel  blockers:  dihydropyridines 
Guilesterol-lomring  agents:  lovastatin*,  simvastatin' 
Gl  motility  agents:  cisapride' 
Immunosuppressive  agents:  cyclosponne,  tacrolimus 
Steroids:  methylprednisolone 
0(/ifr:  digoxin,  quinidine 

*  This  table  is  not  all  inclusive. 

'  Specifically  contraindicated  with  SPORANOX*  based  on  clinical  and/or 

pharmacokinetics  studies  (see  WARNINGS  and  below), 
t  See  paragraph  below  on  Betizodiazepmes  for  information  on  parenteral 

administration. 

Table  of  Selected  Drugs  That  Are  Predicted  to  Deaease 
Itraconazole  Plasma  Concentrations'' 

Anticonvulsants:  phenytoin,  phenobarbital,  carbamazepine 
Antimi/ci'bacterial  agents:  isoniazid,  rifampin,  nfabutin 

*  This  table  is  not  all  inclusive. 

'  SPORANOX*  may  not  be  effective  due  to  decreased  itraconazole  plasma 
concentrations  in  patients  using  these  agents  concomitantly. 

Anticoagulants:  It  has  bc>en  reported  that  SPORANOX*  enhances  the  anticoagulant  effect  of  coumarin- 
like  drugs.  Therefore,  prothrombin  time  should  be  carefully  monitored  in  patients  receiving 
SPORANOX*  and  coumann-liiic  drugs  simultaneously. 

/lM/miii!'i(/s<inls:  Reduced  piasrr.a  concentrations  of  itraconazole  were  reported  when  SPORANOX*  was 
coadministered  with  phenytoin.  The  physician  is  advised  to  monitor  the  plasma  co  ncentrations  of 
iti-aconazole  when  phenytoin  is  taken  concurrently,  and  to  increase  the  dose  of^ SPORANOX*  if  necessary. 


Antihistamines:  Coadministration  of  terfenadine  with  SPORANOX*  has  led  to  elevated  plasma  con 
tions  of  terfenadine,  resulting  in  rare  instances  of  life-threatening  cardiac  dysrhythmia  and 
Coadministration  of  astemizole  with  SPORANOX*  has  led  to  elevated  plasma  concentiations  of  astc 
and  dcsmethylastemizole  which  may  prolong  the  QT  intervals.  Therefore,  concomitant  administia 
SPORANOX*  with  astemizole  is  conti-aindicated.  (See  BOX  WARNTNG,  CONTRAINDICATION 
WARN'INGS.) 

Anti-HIV  protease  inhibitors:  Coadministration  of  SPORANOX*  with  protease  inhibitors  pnmarily  i 
olized  by  the  cytochrome  P450  3A  enzyme  system,  such  as  nlonavir  or  indinavir,  may  result  in  c! 
in  plasma  concentrations  of  both  drugs  Caution  is  advised  when  these  drugs  are  used  concomitar 
Anti-lllV  Kversc  tnttisiriptii^c  iiiiiibitors  The  results  from  a  study  in  which  eight  HIV-infected  indi\ 
were  treated  with  zidovudine,  ts  ±0.4  mg/kg/day,  showed  that  the  pharmacokinetics  of  zid',vudin 
not  affected  during  concomitant  administration  of  SPORANOX*  Capsules,  100  mg  b.i.d.  Other 
have  not  been  studied. 

Antimycobacterial  agents:  Plasma  concentrations  of  azole  antifungal  agents  are  reduced  when 
concurrently  with  isoniazid  or  rifampin.  Alternative  antifungal  therapy  should  be  considered  if  is( 
or  rifampin  therapy  is  necessary.  A  similar  effect  may  be  expected  witfi  rifabutin. 
Antineoplastic  agents:  The  metabolism  of  vinca  alkaloids  may  be  inhibited  by  itraconazole  The 
patients  receiving  SPORANOX*  concomitantly  with  vinca  alkaloids  should  be  monitored  for  an  ii 
and /or  prolongation  of  the  effects  of  the  latter  drug  product,  including  adverse  effects  such  as  peri 
neuropathy  and  ileus,  and  the  dose  of  the  vinca  alkaloid  should  be  ad|usted  appropriately 
Benzodiazepines:  Coadministration  of  SPORANOX'  with  oral  midazolam  or  triazolam  has  resu! 
elevated  plasma  concentrations  of  the  latter  two  drugs.  This  may  potentiate  and  prolong  hypnol 
sedative  effects.  These  agents  should  not  be  used  in  patients  treated  with  SPORANOX  .  If  mida 
is  administered  parenterallv,  special  precaution  and  patient  monitonng  is  required  since  the  sc 
effect  may  be  prolonged.  (See  (TONTRAINDICATIONS  ) 

Calcium  channel  blockers:  Edema  has  been  reported  in  patients  concomitantly  receiving  SPORA 
and  dihydropyridine  calcium  channel  blockers,  Appropnate  dosage  adjustments  may  be  necessa^ 
Cholesterol-lmoering  agents:  Human  pharmacokinetic  data  indicate  that  SPORANOX*  inhibits  the  metal 
of  lovastatin  resulting  in  significantly  elevated  plasma  concentrations  of  lovastatin  or  lovastatii 
which  have  been  associated  with  rhabdomyolysis.  Use  of  HMG-CoA  reductase  inhibitors  metao 
by  the  P450  3A  enzyme  system,  such  as  lovastatin  or  simvastatin,  should  be  temporarily  discon 
dunng  SPORANOXf*  therapy,  (See  CONTRAINDICATIONS  ) 

Digoxin:  Coadministration  of  SPORANOX*  and  digoxin  has  led  to  increased  plasma  concenti) 
of  digoxin.  Digoxin  concentrations  should  be  monitored  at  the  initiation  of  SPCJRANOX'  therap 
frequently  thereafter,  and  the  dose  of  digoxin  should  be  ad)usted  appropriately 
Gl  motility  agents:  Human  pharmacokinetic  data  indicate  that  oral  ketoconazole  potently  inhib; 
metabolism  of  asapnde  resulting  in  significantly  elevated  plasma  concentrahons  of  asapnde.  Data  S| 
that  coadministration  of  oral  ketoconazole  and  cisapnde  can  result  in  prolongation  of  the  QT  inte? 
the  ECG  /"  vitro  data  suggest  that  itraconazole  also  markedly  inhibits  the  biotransformation  ^ 
mainly  responsible  for  the  metabolism  of  cisapride;  therefore,  concomitant  administrati 
SPORANOX*  with  cisapnde  is  conti-aindicated.  (See  BOX  WARNING,  CONTRAINDICATION! 
WARNINGS.) 

H,  antagonists:  Reduced  plasma  concentrations  of  itraconazole  were  reported  when  SPORA! 
Capsules  were  coadministered  with  H.  antagonists. 

Immunosuppressnv  agents:  Coadministiation  of  SPORANOX*  and  cyclosporine  or  tacrolimus  has) 
increased  plasma  concentiations  of  the  latter  two  agents.  Cyclosponne  and  tacrolimus  concenhj 
should  be  monitored  at  the  initiation  of  SPORANOX*  therapy  and  frequently  thereafter,  and  the  ij 
cyclosporine  or  tacrolimus  should  be  adjusted  appropnatelv 

Oral  hypoglycemic  agents:  Severe  hypoglycemia  has  been  reported  in  patients  concomitantly  red 
azole  antifungal  agents  and  oral  hypoglycemic  agents  Blood  glucose  concentrations  should  be  ca] 
monitored  when  SPORANOX*  and  oral  hypoglycemic  agents  are  coadministered. 
Quinidme  Tinnitus  and  decreased  hearing  have  been  reported  in  patients  concomitantly  reel 
SPOR-ANOX*  and  quinidine. 

Steroids:  The  metabolism  of  methylprednisolone  may  be  inhibited  by  itraconazole.  Therefore,  p| 
receiving  SPORANOX*  concomitantly  with  methylprednisolone  should  be  monitored  for  an  in 
and/or  prolongation  of  the  effects  of  the  latter  drug  product,  including  adverse  effects,  and  the  o 
methylprednisolone  should  be  adjusted  appropnatelv 

Carcinogenesis,  Mutagenesis  and  hnpainneni  of  Fertility.  Itiaconazole  showed  no  evidence  of  caranog| 
potential  in  mice  treated  orally  for  23  months  at  dosage  levels  up  to  80  mg/kg/day  [approxirt\at^ 
the  maximum  recommended  human  dose  (MRHDIj.  Male  rats  tieated  with  23  mg/tg/day  (3  Ix  N 
had  a  slightly  increased  inadence  of  soft  tissue  sarcoma.  These  sarcomas  may  have  been  a  consen 
of  hypercholesterolemia,  which  is  a  response  of  rats,  but  not  dogs  or  humans,  to  chronic  itracol 
administration  Female  rats  treated  with  50  mg/kg/dav  (6.25x  MRHD)  had  an  increased  incidQ 
squamous  cell  carcinoma  of  the  lung  (2/50)  as  compared  to  the  untreated  group.  Although  the  occy 
of  squamous  cell  carcinoma  in  the  lung  is  extremely  uncommon  in  untreated  rats,  the  increase 
study  was  not  statistically  significant. 

Itraconazole  produced  no  mutagenic  effects  when  assayed  in  a  DNA  repair  test  (unscheduled! 
synthesis)  in  primary  rat  hepatocvles,  in  Ames  tests  with  Salmonella  typhimurium  (six  strain; 
Eschenchia  coli,  in  the  mouse  lymphoma  gene  mutation  tests,  in  a  sex-linked  recessive  lethal  ml 
(Drosophila  melanogaster)  test,  in  chromosome  aberration  tests  in  human  lymphcKvtes,  in  a  cell! 
formation  test  with  C3H/I0T'/;  C18  mouse  embryo  fibroblasts  cells,  in  a  dominant  lethal  mutatii 
in  male  and  female  mice,  and  in  micronucleus  tests  in  mice  and  rats. 

Itraconazole  did  not  affect  the  ferfility  of  male  or  female  rats  treated  orally  with  dosage  levels  of 
40  mg/kg/day  (5x  MRHD)  even  though  parental  toxicity  was  present  at  tfus  dosage  level  More' 
signs  of  parental  toxicity,  including  death,  were  present  in  the  next  higher  dosage  level,  160  mg/H 
(20x  MRHD). 

Pregnancy:  Teratogenic  Effects.  Pregnancy  Category  C:  Itraconazole  was  found  to  cause  a  dose-i 
increase  m  maternal  toxicity,  embryotoxicity  and  teratogenicity  in  rats  at  dosage  levels  of  approxi, 
40-160  mg/kg/day  (5-20x  MRHD)  and  in  mice  at  dosage  levels  of  approximately  80  mg/k) 
(lOx  MREID).  In  rats,  the  teratogenicity  consisted  of  mapr  skeletal  detects;  in  mice  it  consia 
encephaloceles  and/or  macroglossia. 

There  are  no  studies  in  pregnant  women.  SPORANOX*  should  be  used  for  the  treatment  of  syi 
fungal  infections  in  pregnancy  only  if  the  benefit  outweighs  the  potential  risk.  SPORA.NOX'  shou 
be  administered  for  the  treatment  of  onychomycosis  to  pregnant  patients  or  to  women  contem] 
pregnancy  SPORANOX*  should  not  be  administered  to  women  of  child-beanng  potential  for  the 
ment  of  onychomycosis  unless  they  are  taking  effective  measures  to  prevent  pregnancy  and  the  {] 
biegins  therapy  on  the  second  or  third  day  following  the  onset  of  menses.  Effective  contraception  i 
be  continued  throughout  SPORANOX*  therapy  and  for  2  months  following  the  end  of  tieatment 
Nursing  Mothers:  Itiaconazole  is  excreted  in  human  milk;  therefore,  the  expected  benefits  of  SPORA 
therapy  for  the  mother  should  be  weighed  against  the  potenfial  risk  h'om  exposure  of  itiaconazole 
infant.  The  U  S  Public  Health  Service  Centers  for  Disease  Contiol  and  Prev  ention  adv  ises  HlV-in 
women  not  to  breast-feed  to  avoid  po'tential  transmission  of  HIV  to  uninfected  infants. 
Pediatric  Use  The  efficacy  and  safety  of  SPORANOX-  have  not  been  established  in  pt^iatnc  paher 
pharmacokinetic  data  are  available  in  children,  A  small  number  of  patients  age  3  to  16  years  hav 
treated  with  100  mg/day  of  itraconazole  for  systemic  fungal  infections  and  no  serious  unexf 
adverse  effects  have  oeen  reported. 

In  three  toxicology  studies  using  rats,  itraconazole  induced  bone  defects  at  dosage  levels  as  1 
20  mg/kg/day  (2,5x  MRHD),  The  induced  defects  included  reduced  bone  plate  activity,  thinn 
the  zona  compacta  of  the  large  bones  and  inaeased  bone  fragility.  At  a  dosage  level  of  80  mg/k 
(lOx  MRHD)  over  one  year  or  160  mg/kg/day  (20x  MRHD)  for  six  montiis,  itiaconazole  inducea 
ttx^th  pulp  with  hvpocellular  appearance  in  some  rats.  While  no  such  bone  toxiaty  has  Ix-en  repoi 
adult  patients,  the  long  term  effect  of  itiaconazole  in  pediatric  patients  is  unknown. 
HIV-infected  Patients  Because  hypochlorhydria  has  been  reported  in  HIV-infected  individua 
absorption  of  itraconazole  in  these  patients  may  be  decreased. 
ADVERSE  REACTIONS 

There  have  been  rare  cases  of  reversible  idiosyncratic  hepatitis  reported  among  patients  i 
SPORANOX*  (itraconazole)  Capsules  SPORANOX*  has  been  associated  with  rare  cases  of  s| 
hepatotoxidty,  including  fatalities,  pnmanly  in  patients  with  senous  underlying  medical  conditions: 
multiple  medications.  The  causal  association  with  SPORANOX*  is  uncertain.  If  clinical  signs  and  sym 
develop  that  are  consistent  with  Uver  disease  and  may  be  attributable  to  itiaconazole,  SFORANOX' ' 
be  discontinued.  (See  WARNINGS.) 

ONYCHOMYCOSIS  OF  THE  TOENAIL  (Continuous  dosing  regimen  of  200  mg  q.d.  for  12  conse 
weeks): 


erst  evtius  111  uic  luiiuwitig  iduit  ieu  lu  ti[ner  [emporary  or 
iwnent  discontinuation  of  treatment: 


System/Adverse  Event 


,iied  liver  enzymes  (>2x  normal  range) 


aitrointestinal  disorders 


-jypertension 


>ttiostatic  hypo 


ieadache 


klalaise 


vlvalgia 


/asculitis 


TtlgO 


Incidence  {%) 
(n=n2) 


3% 


2% 


.erse  events  reported  with  an  incidence  of  >1%  in  patients 
,  =n  SPORANOX*  (200  mg  q  d,  for  12  consecuhve  weeks;  n=l  12) 
hnical  trials  of  toenail  onychomycosis  were:  headache  (11; 
),  rhinitis  (10;  9%),  upper  respiratory  tract  infection  (9;  8%), 
isilis  (8;  77c),  injup/  (8;  7%),  diarrhea  (5;  4%),  dyspepsia  (5: 
,  flatulence  (5;  47,},  abdominal  pain  (4;       dizziness  (4;  4%), 

1  (4,  4%),  nausea  (3;  3%),  cystitis  (3;  3'7(),  unnary  h-act  infechon 
y : ),  liver  function  abnormality  (3:  3%),  myalgia  (3;  3%), 
etite  inaeased  (2;  2%),  constipation  (2;  2%),  gastritis  (2;  2%), 
rninleritis  (2;  2%),  pharyngitis  (2;  2%),  asthenia  (2;  2%),  fever 

2  :  pain  (2;  2%),  tremor  (2;  2%),  herpes  zoster  (2;  2%)  and 
ormal  dreaming  (2;  2% ). 

YCHOMYCOSIS  OF  THE  FINGERNAIL  (Pulse  regimen 
sisting  of  two  one-week  treatment  periods  with  200  mg 
i.  separated  by  a  3-week  period  without  SPORANOX') 

verse  events  in  the  following  table  led  to  either  temporary  or 
manent  discontinuation  of  treatment: 


lod\  Svstem/Adverse  Event 


?ash/pnjritus 


I  Hvpertnglvcendemia 


Incidence  (% ) 
(n=37) 


3% 


3% 


verse  events  reported  with  an  incidence  of  >\%  in  patients 
i  2n  SPORANOX'  (two  oneweek  treatment  periods  with  200  rtig 
<i.,  separated  by  a  3-week  penod  without  SPORANOX*;  n=37) 
;  he  clinical  tnal  of  fingernail  onychomycosis  were:  headache  (3; 
:i,  pruntus  (2;  5%),  nausea  (2;  5%),  rhmibs  (2;  5%),  rash  (1;  39;), 

sihs  (1;  3'7t),  anxiety  (1;  3'7t),  depression  (1;  3%),  constipation  (1; 

I,  abdominal  pain  (1;  37c),  dyspepsia  (1;  37f ),  ulcerative  stomatitis 

i'" ),  gingivitis  (1;  37t),  hypertriglyceridemia  (1;  37t),  sinusitis  (1; 

I,  tatigue  (1,  37,),  malaise  (^1;  391),  pain  (1;  37r)and  injury  (1;  37,). 
i  iTEMIC  Fb'NG AL  INFECTIONS: 

I  verse  expenence  data  in  the  following  table  are  derived  from 
-  pahents  treated  for  systenuc  hjngal  disease  in  U.S.  clinical  trials, 
'  w  ere  immunocompromised  or  receiving  multiple  concomitant 
iiifations.  Of  these  patients,  treatment  was  discontinued  in 
of  patients  due  to  adverse  events.  The  median  duration  before 
I  ;ontinuation  of  therapy  was  81  days,  with  a  range  of  2-776  days, 
■table  lists  adverse  events  reported  by  at  least  1  %  of  patients. 


Body  Svstem/Adverse  Event 
;  Incidence  >  1 7c ) 

Incidence  (^c) 

Gastrointestinal  disorders 
.\ausea 

10.6 

\'omiting 
Diarrhea 

5,1 
3.3 

Abdominal  pain 
Anorexia 

1.5 
1.2 

Body  as  a  whole 
Ecfema 
Fahgue 
Fever 
Malaise 

3.5 
2.8 

2.5 
1.2 

Skin  and  appendages  disorders 
Rash 
Pruritus 

8.6' 
2,5 

Central/peripheral  nervous  system 
Headache 
Dizziness 

3,8 
1.7 

Psychiatric  disorders 
Libido  decreased 
Somnolence 

1,2 
1,2 

Cardiovascular  disorders 

Hypertension 

3  2 

Metabolic  and  nutritional  disorders 
Hypokalemia 

2,0 

L'nnary  system  disorders 
Albuminuria 

1,2 

Liver  and  biliary  system  disorders 
Hepatic  function  abnormal 

2,7 

Reproductive  disorders,  male 

1.2 

Impotence 

■  Rash  tends  to  occur  more  frequently  in  immunocompro- 
mised patients  receiving  immunosuppressive  medicahons 
i  Iverse  events  infrequently  reported  in  all  shjdies  included  consh- 
'  ion,  gashntis,  depression,  insomnia,  tinnitus,  menstrual  disorder, 
rvnal  insufficiencv,  gynecomastia  and  male  breast  pain, 
iviirldwide  postmarketing  experience  with  SPORANOX' 
P'.uk's,  allergic  reactions  including  rash,  pruritus,  urticaria, 
uuitdema  and  in  rare  instances,  anaphylaxis  and  Stevens- 
iii^iin  syndrome,  have  been  reported.  Marketing  experiences 
,    jI^o  included  reports  of  elevated  liver  enzymes  and  rare 
p..tili^  Although  the  causal  association  with  SPORANOX'  is 
i  rtain,  rare  hypertriglyceridemia,  neutropenia  and  isolated 
ICS  of  neuropathy  have  also  been  reported, 
IvfERDOSAGE 

laconazole  is  not  removed  by  dialysis.  In  the  event  of  accidental 
i  rdosage,  supportive  measures,  including  gastric  lavage  with 
lium  bicarlxinate,  should  fie  employed 

.<  ri'  are  limited  data  on  the  outcomes  of  patients  ingesting 
.;h  doses  of  itraconazole.  In  patients  taking  up  to  3000mg  of 
I'ORANOX'  (itraconazole)  Capsules,  the  adverse  event  profile 
IS  similar  to  that  observed  at  recommended  doses 
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at  Floridita,  we  tried  to  catch  up  with 
him  at  his  country  estate  south  of 
Havana,  La  Vigia.  Our  guide  ex- 
plained: "He  was  hving  here  many 
years,  but  he  was  going  crazy  with  the 
drink  and  the  nervous  until  he  go  to 
the  United  States  and  gun  hisself."  We 
arrived  to  fmd  the  Hemingway  Jinca 
closed  for  cleaning.  Now  follow  this: 
we  insisted  that  Papa,  our  Che-chanel- 
ling  Hemingway  look-alike,  was  a  dis- 
tant Hemingway  cousin,  of  the  Con- 
necticut Hemingways.  This  far-fetched 
ruse  won  us  admission  to  the  exterior 
grounds  of  the  lush  estate  for  a  stroll 
among  its  pines,  palms  and  i8  varieties 
of  mango  and  a  somber  moment  be- 
fore the  graves  of  the  late  author's  dogs. 
Well,  Smitty  at  least  was  visibly  moved: 
he  kept  looking  at  his  watch. 

By  the  time  days  later  when  Tragic 
Bus  II  rolled  past  the  Hemingway 
Marina  without  stopping  for  our 
scheduled  encounter  with  Capt.  Greg- 
orio  Fuentes  (the  model  for  the 
Cuban  fisherman  in  T/je  Old  Man 
And  The  Sea),  I  wasn't  surprised.  I 
was  past  caring. 

Just  when  it  seemed  things  could 
not  get  worse,  the  bell  tolled... for 
Tok.  Papa,  his  wife,  Fran,  and  I  were 
dining  in  our  hotel,  the  Inglaterra  (we 
were  supposed  to  stay  at  the  Nacional, 
the  five-star  deco  palace  fit  for  gang- 
ster kings,  but  that  might  have  eaten 
into  the  profits,  so  they  stowed  us  in 
this  decrepit  19th-century  relic).  From 
his  perch  at  the  bar,  Tok  marched  over 
to  our  table.  He  glared  at  Papa.  "You 
are  going  home  Wednesday,"  he 
barked  at  the  62-year-old  travel  mis- 
creant. "And  watch  your  language. 
You  have  a  dirty  mouth." 

Later,  Papa  explained  what  had  hap- 
pened: he  and  his  wife  had  wanted  a 
few  extra  days  at  the  beach,  so  they 
phoned  Tok  to  make  the  necessary  ar- 
rangements. Tok  became  accusatory: 
"The  cigar  people  are  all  very  angry 
with  you."  (Papa  had  prevailed  on  our 
guide  to  show  us  a  Havana  department 
store  instead  of  a  scheduled  visit  to  a 
cigar  factory.)  Papa  swore  at  him. 
"Shut  up,"  Tok  huffed  and  hung  up. 

In  the  lobby  after  dinner,  I  idly  asked 


Tok  what  he  had  done  in  Havana 
while  the  group  had  been  sight-see- 
ing. "You  would  not  understand." 
Understand  what?  "It  is  beyond  your 
comprehension.  I  made  a  judgment 
about  you  in  the  airport.  You  showed 
no  respect.  You  have  not  done  your 
homework.  You  are  a  vegetable." 
Papa's  wife  Fran  drifted  over.  "What 
are  you  looking  at?"  Tok  snapped.  He 
returned  to  me.  "You  are  a  pawtato. 
How  come  you  miss  the  bus  this 
morning?  I  will  tell  your  magazine 
you  miss  the  bus.  You  care  about 
human  rights."  I  wondered  if  Tok  had 
been  slurping  those  daiquiris  like 
Tastee-Freezes.  Now  I  understood 
why  Hemingway  ordered  them  with-, 
out  the  sugar:  Tok  was  pie-eyed, 
pinging  off  the  carved  ceilings  like  a 
Burmese  opium  pellet,  crazy  with  the 
drink  and  the  nervous.  Then,  Papa  re- 
veals (we  have  a  common  enemy  now) 
that  Tok  had  spread  word  that  the  in- 
terminable impasse  at  immigration 
control  had  been  my  fault!  A  few  days 
in  Cuba  and  already  they  are  de- 
nouncing me  as  a  political  deviation- 
ist,  and  even  a  spud,  instigating  rumor 
campaigns  against  me — what  was 
next,  jail?  Wings  Of  The  World  got 
me  in  to  Cuba;  would  Amnesty  In- 
ternational have  to  get  me  out? 
All  for  a  good  cigar. 

EPILOGUE:  Back  home  in  Washing- 
ton, D.C.,  the  aftereffects  of  my  bad 
trip  had  barely  subsided  when  I  re- 
ceived a  call  from  a  U.S.  Treasury 
agent.  Office  of  Foreign  Assets  Con- 
trol. Our  idyll  at  Club  Red  was  under 
investigation.  The  T-man  was  espe- 
cially interested  in  Tok,  for  possible  vi- 
olations of  the  U.S.  embargo  against 
Cuba.  I  explained  that  I  was  a  journal- 
ist, I'd  been  on  assignment  in  Cuba, 
and  he  told  me  that  I  had  nothing  to 
worry  about.  Then  with  a  shudder  I  re- 
membered the  card.  They  would  find 
the  incriminating  immigration  card:  a 
journalist,  are  you?  Funny,  it  says  here 
you're  a. .  .schoolteachah.  • 

Daniel  Wattenberg  isawriter 
living  in  Washington,  D.  C. 


Some  watches  are  trendy. 


Some  are  unique. 


See  the  difference. 


Rado  DiaStar  'Integral'.  Eternal  beauty  due  to  scratchproof  materials:  high-tech  ceramics  and  sapphire  crystal. 
In  ladies'  and  gents'  sizes. 


Rado.  A  different  world. 


RADO 

Switzerland 


CALIFORNIA:  A.E.S.  Jewelry,  Inc.,  La  Jolla  (619)  459-5511,  Ravits,  San  Francisco  (415)  392-1947;  FLORIDA:  DaVinci  Jewelers, 
Miami  (305)  375-0154;  ILLINOIS:  Smart  Jewelers,  Lincolnwood  (847)  673-6000;  NEW  JERSEY:  Jay  Roberts  Jewelers,  Marlton 
(609)  596-8600;  NEW  YORK:  Wempe  Jewelers  (212)  397-9000;  TEXAS:  Corrigans/Sweeney's,  Houston  (800)  866-GEMS 


Internet:  www.rado.ch 


(world  counsel) 


lile  High  membership... 
Vine  in  Walla  Walla... 
lully  for  Bali... and  more 

stand  Off  Lana'i,  Hawaii:  Until 
le  late  1950s,  this  small  island  was  made  up 
:  little  but  field  upon  field  of  pineapple 
'(5ves.  The  sweet  monotony  was  broken, 
:)wever,  when  tourists  discovered  Lana'i's 
:'aches  and  mountains,  and  its  destiny  as  a 
xury  destination  was  sealed  seven  years  ago 
ith  the  arrival  of  The  Lodge  At  Koele,  a 
)2-room  country-house  hotel  built  on  the 
te  of  a  former  Dole  Foods'  plantation, 
iuests  at  the  lodge  Hve  the  life  of  landed  gen- 
V,  Hawaii-style.  Standing  on  a  wide  veran- 
ih  overlooking  the  Pacific  seven  miles  below, 
s  easy  to  feel  like  the  lady  of  the  manor. 
The  Lodge  feels  as  if  it  was  once  lived  in  by 
n  eccentric,  well-traveled  uncle.  Portrait- 
Ined  hallways  are  decorated  with  Asian  an- 
ques  and  kilim  benches.  The  game  room  has 
lahogany  tabletops  and  the  chessboards  are 
f  ebony,  ivory  and  gold.  The  tradition  of  af- 
•rnoon  tea  continues  daily  in  the  music 
)om.  And  the  comfortable,  colonial  bed- 
)oms,  some  with  four-poster  beds,  are 
)oled  by  sexy  ceiling  fans.  (At  1,700  feet,  the 
ool,  misty  gauze  from  the  mountains  re- 
laces  air-conditioning.) 
Homage  to  the  pineapple  is,  predictably, 
/erywhere,  stenciled  on  the  walls  and  carved 
ito  the  banisters  ringing  the  Great  Hall. 
Thankfully,  the  pineapple  theme  does  not 
acnd  to  the  hotel's  menu,  which  is  predom- 
lantly  homey  American:  skirt  steak,  for  ex- 
mple,  with  creamed  corn;  mashed  potatoes 
irh  spiced  chiH  sauce;  and  beer-braised  clams 
ith  sausage  and  penne  pasta.  Both  selections 
re  hearty  and  filling  after  a  day  of  horseback 
ding,  hiking  or  mountain  biking.  If  you 
3ent  the  day  being  ferried  around  the  Greg 
Jorman-designed  golf  course  in  a  cart,  try 
)mething  a  little  lighter,  Uke  grilled  fish  on 


field  greens  with  tennel-citrus  vinaigrette. 

Also  on  the  island  of  Lana'i:  the  Manele 
Bay  Hotel,  an  open-air,  beachfront  resort  in 
a  hot,  dry  microclimate.  Just  a  25-minute  hop 
from  Honolulu  International,  the  Manele  is 
straight  out  of  Elvis's  B/ue  Hawaii — spas, 
snorkeling  and  umbrellaed  drinks  by  the  pool. 
A  Jack  Nicklaus-designed  Challenge  at 
Manele  golf  course  lies  along  the  island's 
coastline.  If  it  was  good  enough  for  Bill  Gates 
to  get  married  on  in  1994,  it's  good  enough  for 
you.  Manele  Bay  Hotel,  rooms  from  $2^0;  800- 
221-4666,  808-^6^-^800.  Lodge  At  Koele,  rooms 
$y^-4j^;  suites  $6oo-$i,joo;  8o8-^6^-j8oo. 

— Allison  Moir 

Colorado  Springfs:  There  are  a  few 
isolated  spots  in  America  to  which  a  classic, 
pre-MTV  aura  of  glamour  stiU  attaches.  The 
playgrounds  of  yesterday's  VlPs — Miami 
Beach,  Beverly  HiUs  and  Palm  Springs — have 
certainly  changed  over  the  years,  but  it's  pos- 
sible to  walk  into  a  particular  hotel  or  resort  in 
any  ot  these  places  and  feel  as  though  you've 
stepped  into  a  Movietone  reel:  "Star-struck 
vacationers  were  treated  to  a  fairway  glimpse 
of  movie  great — and  ace  golfer — Katharine 
Hepburn  last  week. ..." 


KeeJ)  cool  wo?  king  up  an 
appetite  on  the  Greg  Nor- 
man-designed golf  course 
at  the  Lodge  At  Koele, 
Island  of  Lana'i,  Hawaii. 
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Rubbing  out  the  real  world  in  the  shadows  of  the 
Rockies,  at  The  Broadmoor,  Colorado  Springs. 


ventive  menu,  with  empha- 
sis on  game  and  regional 
specialties,  and  a  breathtak- 
ing wine  selection  singled 
out  by  Wine  Spectator  as  one 
of  the  best. 

Movie-star  sightings  at 
The  Broadmoor  may  not  be 
as  common  as  they  used  to 
be,  but  that  just  means  there's 
more  room  for  the  rest  of 
us.  It's  our  good  luck.  The 
Broadmoor,  Colorado  Springs, 
CO  8ogoi;  8oo-6j4-yyii. 
Rooms  from  $26^,  suites 
fom  $42^. 

— Jeff  Turrentine 


One  place  where  old  memories  and 
modern  luxuries  combine  in  just  such  a 
manner  is  The  Broadmoor,  in  the 
shadow  of  Pike's  Peak  in  the  foothills  of 
the  Rocky  Mountains.  Jimmy  Stewart 
honeymooned  here.  Spencer  Tracy 
played  polo  here.  Will  Rogers  was  a 
frequent  guest — as  were  Edgar  Bergen, 
Clark  Gable  and  Jack  Benny.  They 
came  then  for  the  same  reasons  people 
come  today:  a  chance  to  sun,  swim, 
golf,  hike,  play  tennis  and  dine,  all  in  a 
dazzling  mountainside  setting. 

Opened  in  1918  by  multimillionaire 
developer  Spencer  Penrose — himself  a 
dead  ringer  for  Errol  Flynn — today's 
Broadmoor  has  a  bit  more  competition, 
but  it  manages  to  remain  on  top  by  mar- 
rying every  conceivable  comfort  with 
laissez-faire,  Rocky  Mountain  infor- 
mality. About  the  only  rule  you'U  need 
to  remember  is:  no  jeans  on  the  golf 
course.  Other  than  that,  guests  are  free 
to  spend  idle  hours  in  the  beautiful  new 
spa;  blow  money  at  28  different  shops 
and  boutiques;  play  tennis  on  any  of  a 
dozen  courts  or  hack  away  on  three 
stunning  golf  courses  (the  Robert  Trent 
Jones-designed  "West  Course"  pro- 
vides an  especially  hiUy  challenge). 

Colorado  Springs  isn't  known  for  a 
surfeit  of  fine  dining  options,  and  its 
best  restaurants  are  to  be  found,  natu- 
rally, at  the  hotel.  The  Penrose  Room 
offers  Continental  cuisine  and  spect- 
acular views,  high  atop  the  resort. 
Charles  Court,  while  nominally  more 
"casual,"  offers  a  more  daring  and  in- 


Iff  This  Plane's  A  Rockin'...: 

One  fine  day  back  in  1916 — or  so  the 
legend  goes — Lawrence  Sperry,  the  in- 
dustrialist and  inventor  of  the  gyro- 
scopic autopilot,  was  squiring  a  lovely 
socialite  through  the  clouds  somewhere 
above  upstate  New  York.  The  romance 
of  the  skies  being  a  strong  puU  in  those 
days,  one  thing  led  to  another,  and  the 
couple  ended  up  giving  each  other 
some  first-class  service  inside  the  cock- 
pit. At  the  crescendo  of  their  in-flight 
entertainment,  Sperry 
accidentally  bumped  the 
gyroscope,  and  immedi- 
ately dropped  the  plane 
into  a  river.  Both  sur- 
vived, explaining  that 
they'd  lost 
their  clothes 

in  the  crash.  Later  Sperry  came  clean  to 
some  associates,  and  the  Mile  High 
Club  was  born. 

That  Club  is  still  accepting  members, 
and  one  of  the  easiest  ways  to  gain 
membership  is  through  Mile  Hig^h 
Adventures  at  the  Van  Nuys, 
California,  Airport.  The  service 
was  started  in  1994  by  Nick  Edgar,  an 
AustraHan  native  who  needed  help  de- 
fraying the  high  cost  of  compiling  flight 
time  in  multi-engine  aircrafi:.  Operating 
legally  under  FAA  regulations  as  a 
"sight-seeing  tour"  operator,  his  1957 
twin-engine  Aero  Commander  has  fer- 
ried some  450  loving  couples  through 
the  romantic,  smog-choked  skies  above 


Los  Angeles:  down  the  Pacific  Coa 
around  LAX,  past  the  famous  He 
lywood  sign  and  back  out  to  the  Vallj 
again.  The  plane's  cabin  has  a  t\M 
feather  bed  with  fitted  sheets  and| 
down-filled  comforter,  two  king-siz^ 
pillows,  a  champagne  bar  and  a  C 
player.  Cabin  space  and  cockpit  are  dj 
erectly  separated  by  a  partition. 

And  just  what  do  his  passengers 
back  there?  Edgar  insists  that  he  hi 
no  idea,  though  he  adds  that  accordii 
to  FAA  regulations,  "once  the  captaj 
says  you're  free  to  roam  the  cabi 
you're  on  your  own."  Ninety  percent 
bookings  are  made  by  women,  he  te 
us,  at  least  one  of  whom  showed  i 
with  her  partner  at  flight  time  wearii 
a  fiir  coat. .  .and  nothing  else.  Let  yo 
imagination  soar.  Mile  High  Advei 
tares.  Hour-long  flights  $4^0-$!, 100,  a 
pending  on  amenities,  jio-4^0-444 
www.  milehighclub.  com 

— Neal  Santelman 

Way  Out  Off  The  Way:  Here 
a  nice  travel  alternative,  especially  f 
the  less  mobile  among  us.  Wildei 
ness  Inquiry,  an  adventure  trav 
operator  in  Minneapolis,  offers  a  vau 
ety  of  outings  designed  to  ^\ 
commodate  people  with  disabj 


ities.  T 
horse-pacl 

ing  through  the  Colorado  Rockie 
canoeing  down  Maine's  Moose  Rive 
skiing  and  dogsledding  in  Minnesota 
Boundary  Waters  Wilderness,  15-d; 
rafting  trips  through  the  Grand  Car 
yon  and  sea-kayaking  around  Picture 
Rocks  in  Lake  Superior  and  Alaska 
Misty  Fjord. 

For  over  19  years.  Wilderness  Inquii 
has  opened  the  outdoors  to  folks  wit 
bhndness,  deafness,  amputations,  mu 
tiple  sclerosis,  polio,  paraplegia  an 
quadriplegia.  Travelers  get  along  ar 
number  of  ways:  with  one-arm  paddle 
in  canoes  equipped  with  easy-to-bai 
ance  "sling  seats";  on  specially  designe 


60  FORBES 


rvi 


saddles;  or,  if  necessary,  with  the  help 
of  designated  assistants.  The  company 
is  quick  to  point  out,  however,  that  the 
pace  remains  relatively  fast  and  excit- 
ing. If  it  weren't,  what  would  be  the 
point  of  calling  it  adventure  travel? 
Wilderness  Inquiry's  trips  run  $6o-$i20 
per  person/per  day;  ijij  Fifth  Street 
S.E.,  Box  84,  Minneapolis,  MN ^5414- 
1^46;  8oo-y28-oyig.  — James  Crispen 

Child's  Play  In  Venice:  La 

Julia,  as  the  Italians  call  her,  roams  the 
picturesque,  open-air  market  of  the 
Rialto,  contentedly  surveying  a  vast 
display  of  just-caught  fish.  Followed 
closely  by  40  attentive  fans — most 
of  them  professionals,  half  of  them 
male — the  imposing  woman  stops  to 
admire  the  marine  delicacies,  enthusi- 
astically poking  and  prodding  mounds 
of  wriggling  eels,  tubelike  mollusks  and 
spongy  octopi.  "Look,"  she  beckons  in 
her  throaty  voice,  flipping  over  several 
glassy-eyed  red  mullets.  "These  are  so 
fresh,  rigor  mortis  has  not  yet  set  in." 

Once  a  year  Julia  Child  heads  to 
Venice  to  celebrate  the  food  of  Italy. 
Created  by  the  Hotel  Cipriani,  the 
program  is  not  a  hands-on  cooking 
class;  Julia  admits  that  Italian  cuisine  is 
not  her  torte.  Rather  it's  a  happening: 
five  days  behind  the  scenes  in  the  city's 
most  beautiful  homes  and  palazzi,  with 
the  unflappable  octogenarian  serving  as 
den  mother,  kibitzer  and  guide. 

Part  of  the  appeal,  of  course,  is  stay- 
ing at  the  Cipriani,  an  oasis  of  terra 
cotta  only  minutes  by  power  launch 
from  the  hubbub  of  Venice.  With 
spacious,  pale  Fortuny  rooms,  large 
granite-and-marble  bathrooms,  and  a 
heated  Olympic  swimming  pool,  the 
hotel  epitomizes  luxury. 

The  gathering  begins  with  a  five- 
course,  five-wine  banquet,  after  which 
the  week  glides  like  a  gondola  from  one 
feast  to  the  next.  Last  year  opened  with 
Count  Carlo  Maria  Rocca,  a  leading 
Venetian  host  and  chef,  attempting  to 
explain  the  intricacies  ot  making  po- 
lenta. A  special  wooden  spoon  is  es- 
sential to  the  process,  he  noted,  while 
dressing  and  trussing  a  guinea  hen. 

"It's  like  sewing  up  an  old  social  pil- 


La  Julia  does  Italian  for  one  week  a  yet 
at  the  Hotel  Cipriani,  Venice. 


low,"  added  Julia,  from  her  perch  on 
stool  nearby. 

Everything  went  wrong.  There 
no  hot  water,  no  needle,  no  sharp  knin 
no  matches  and  no  skillet.  The  sto\< 
did  not  work,  and  an  assistant,  who  ws 
supposed  to  have  chopped  the  vegets 
bles,  had  fled.  Undeterred,  the  Coun 
pressed  on.  Finally,  after  much  laugh 
ter  and  some  volunteer  help,  the  clas 
lined  up  for  a  taste,  which  was  surpris 
ingly  good. 

Other  classes  were  more  serene.  SuQ 
ceeding  chefs  demonstrated  pumpkii 
risotto,  spinach  roll  and  pasta  making 
Days  fell  into  a  comfortable,  busy  rou 
tine.  Each  session  was  followed  by 
multicourse  lunch  with  correspondin 
wine.  Then  there  was  a  luU.  Then 
round  of  aperitifs  and  another  sumptu 
ous  meal.  During  free  time,  those  \\\\' 
did  not  opt  for  a  nap  took  one  of  th 
Cipriani's  teak  motorboats  for  sightsee 
ing  and/or  power  shopping.  Some  o 
the  women  proved  world-class  shop 
pers,  though  the  men  were  more  re 
strained.  Several  came  back  brandishing 
only  one  item — a  long-handled,  wooder 
polenta  spoon. 

Field  trips  included  an  excursion  tc 
an  estate  near  Padua,  with  a  heart] 
meal  in  a  14th-century  wine  cellar.  Th« 
formal  farewell  dinner  was  held  in  ar 
18th-century  palazzo  on  the  Canal 


ande.  Guests  received  diplomas 
er  dessert — chestnut  souffles  with 
ayon  sauce,  apple  puffs  with  honey 
1^  cream  and  orange  sauce,  and  a 
varois  of  pears  with  chocolate  sauce. 
The  next  day,  after  a  final  demonstra- 
)n,  the  weary,  sated  group  clustered  in 
e  lobby  around  an  indefatigable  JuHa, 
lo  was  sipping  a  "reverse  martini"  and 
ssing  off  last-minute  bons  mots.  "I've 
\  ays  been  an  enthusiast  and  I  hope  a 
irrer  on-er,"  she  explained,  down- 
i\  ing  her  energy  and  stamina.  "If 
re  not  in  the  pubUc  eye,  people  for- 
t  you.  If  you  can't  take  the  heat,  get 
It  of  the  ov&n."  Julia  Child's  Cooking 
hool  Program,  Oct.  19-24;  around 
,4y8  per  person/double  occupancy;  Hotel 
ipriani,  Venice;  8oo-2jy-i2j6. 

— Sandra  McElwaine 

ilarrakesh,  Morocco:  The 

ning  experience  at  Yacout  actually 
;gins  with  a  cab  ride  through  the 
owded  streets  of  Marrakesh.  You 
eep  by  spice  shops  and  cafes,  past 
uit  stands  and  bakeries,  the  walls  on 
ther  side  of  the  car  so  close  in  places 
lat  you  can  reach  out  and  touch  them, 
ou  go  deeper  and  deeper  into  the 
d  quarter  before  the  driver 
irns  into  a  dusty  alley  and 
ops.  Panic  is  about  to  set 
L,  and  then  an  elderly 
loroccan  dressed  in  a 
owing  white  gown  and 
red  fez  suddenly  steps 
cm  the  shadows. 
He  escorts  you  from 
le  cab  and  into  a  200 
;ar-old  brick  building.  Then  up  a 
ide  set  of  circular  stairs  to  the  roof, 
here  Berber  rugs  are  spread  across  a 
one  floor  and  musicians  are  patting 
nail  drums  and  plucking  stringed  in- 
ruments.  You  sit  down  at  a  table  and 
rder  a  drink.  This  is  one  of  the  tallest 
'■)ots  in  the  medina,  and  you  can  see  all 
ound,  the  palm  trees  and  rooftops, 
le  minarets  and  moon.  The  air  smells 
inoky,  and  you  feel  the  music's  rhythms 
iking  hold. 

Half  an  hour  passes,  and  then  a  wait- 
■  brings  you  downstairs  to  a  courtyard, 
here  your  table  stands  between  a 


fountain  and  a  narrow  pool  fiUed  with 
turquoise  water.  Pink  rose  petals  are 
sprinkled  over  the  white  tablecloth,  and 
when  you  ask  the  46-year-old  owner, 
Mohammed  Zkhiri,  about  that  he  says: 
"Roses  are  a  way  of  welcoming  people 
in  my  country."  And  to  make  sure  peo- 
ple in  his  restaurant  feel  welcome,  he 
uses  some  40  dozen  a  day. 

Glasses  of  red  Moroccan  wine  are 
poured,  and  a  first  course  served,  ten 
small  dishes  brimming  with  sweet  to- 
mato puree,  green  chili  salsa,  lamb 
livers,  marinated  eggplant  and  other 
delights.  Your  favorite  is  chopped  car- 
rots in  rose  water;  nothing  has  ever 
tasted  so  exotic  and  sublime.  Chicken 
with  lemon  and  olives  follows,  then 
lamb  with  artichokes  and  couscous 
with  vegetables,  all  expertly  prepared 
over  charcoal  fires  in  the  airy  kitchen. 
Dessert  is  a  luscious  pastilla  au  lait. 

Yacout,  which  means  "sapphire"  in 
Arabic,  has  six  rooms  and  11  fireplaces. 
Zkhiri  serves  only  50  dinners  a  night 
so  that  the  setting  remains  intimate 
and  relaxed.  There's  no  menu,  and 
you  eat  whatever  the  chefs  are  prepar- 
ing. Cost  of  food  and  drink:  roughly 
$50  per  person. 

It  is  well  past  11:00  when  you 
get  up  from  your  table.  As 
you  leave  the  restaurant,  you 
chat  with  your  dinner  com- 
panions about  the  best 
parts  of  the  meal.  There  is 
much  debate,  but  you  all 
agree  on  one  thing  when 
you  step  into  the  alley: 
it's  good  to  see  the  driver 
has  returned.  Yacout,  79  Sidi  Ahmed 
Soussi,  Marrakesh,  Morocco;  011-212-4- 
j8-2g-oo;fax  011-212-4-^8-2^^8. 

— John  Steinbreder 

Middle  Off  Nowhere,  Wash- 
ington  State:  If  for  any  reason 
you're  heading  out  to  the  rolling  hills 
around  Walla  Walla,  you  couldn't  pick 
a  better  weekend  than  May  9-11.  That's 
when  the  23rd  annual  Walla  Walla 
Balloon  Stampede  takes  off,  the 
wide-open  blue  skies  littered  with  more 
than  40  hot-air  balloons,  the  local 
Howard-Tietan  Park  filled  with  crafts 
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For  a  Honora  brochure  and  a  jeweler 
nearest  you  call  toll-free  1-888-2-HONORA. 

Jewelry  enlarged  to  show  detail 
©1997  Honora  Designs  Copyrighted 


(J.  Jeremiah  Jefferson  III  tells  a  tale  from  his  life  and  times.) 


...In  1965  my  new  bride  and  I  were  taking  our  honeymoon  in  the  Dominican 
Republic  at  a  little  beach  house  on  the  North  Coast,  where  we  docked  the  Goose. 
About  11:30  on  the  night  of  April  28  the  phone  rang  and  the  voice  at  the  other  end 
boomed,  "J3,  what  the  hell  are  you  doing  in  the  Dominican  Republic?  I've  just 
ordered  in  the  Marines." 

"Lyndon,"  I  asked,  "why  would  you  want  to  do  such  a  damn  fool  thing?" 

"  'Cause  the  commies  are  taking  over  I  want  you  to  fly  down  to  Santo  Domingo 
right  now  and  let  me  know  what's  happening.  American  lives  are  in  danger" 

I  could  think  of  two  lives  in  danger  thanks  to  this  call,  which  undoubtedly  was 
tapped.  So  the  missus  and  I  made  a  beeline  to  the  Goose.  Just  as  the  engines  were 
turning  over,  a  group  of  Dominican  soldiers  came  running  down  the  beach,  guns 
blazing.  They  hit  the  Grumman  maybe  two  dozen  times,  including  the  port  engine, 
but  the  old  Goose  took  off  like  our  lives  depended  on  it,  which,  of  course,  they  did. 
Try  that  in  one  of  today's  sissy  airplanes. 

We  managed  to  limp  into  Turks  Island  and  got  a  room  at  a  little  inn  I  know 
there.  About  4  in  the  morning,  the  night  clerk  knocked  on  the  door,  all  excited. 
"Mr.  Jefferson,  Mr.  Jefferson.  The  president  of  the  United  States  is  on  the  telephone 
downstairs  for  you!"  They  only  had  one  phone  for  the  whole  place  back  then. 

"That  a  fact?  Well,"  I  said,  handing  him  a  C-note,  "tell  him  I  checked  out. 
With  no  forwarding  address." 


The  adventures  of  the  legendary  J.  Jeremiah  Jefferson  III  come  to  life  in  unique 
merchandise  &  apparel,  exclusively  from  Caribbean  Traders.  For  a  free  catalog 
and  the  further  adventures  of  "J3"  -  or  to  order  -  call  toll-free  1-800-322-2319. 


Y  ® 

"Live  the  Dream" 
Apparel.      *       Unique  collectibles.      *  Gifts. 

Caribbean  Traders  Gnimman  seaplane.  Museum-qualiW.  )?\  Choice:  Nieto  de  Cuba  Torpedo,  b-1  /4  inch  x  56  ring 

hand-carved,  solid  mahogany,  hand-lacquered  and  finished-  Cuhan-seed,  Dommican-grovvn,  hand-rolled.  Box  of  25,  $195. 

Wingspan  18".  Length  U",  Weight:  3  lbs.  $225. 


booths,  ethnic  foods,  a  kiddie  adveii 
ture  land,  and  the  usual  assortment 
low-budget  entertainment  that  mak 
hokey  local  festivals  like  this  so  muc 
fun.  The  highlight  is  the  Saturdj 
evening  "Nite  Glow,"  with  tethere 
balloons  lit  up  like  Christmas  bulb 
visible  for  miles  around.  Very  cool. 

The  Stampede  is  also  a  big  deal 
the  region's  teenie  wine  industry,  : 
eight  of  nine  local  vineyards  throt 
open  their  doors  for  tastings  and  i 
unload  new  releases,  many  of  whic 
seU  out  over  the  long  weekend.  I  stum 
bled  upon  the  scene  quite  by  accident 
few  years  ago,  tooling  down  Highwi 
12  through  Lowden,  a  mostly  boarc 
ed-up  farm  community  just  outside  o 
WaUa  Walla.  AU  at  once,  I  saw  a  part 
ing  lot  full  of  minivans,  and  hordes  c 
thirsty  yuppies  scurrying  out  of  an  ol 
schoolhouse  with  cases  of  L'Ecol 
No.  41  on  their  shoulders. 

Our  resident  enophUe,  Stephen  Tan 
zer,  has  nice  things  to  say  abon 
several  Walla  Walla  Valley  wines,  in 
eluding  L'Ecole  ("very  interesting'" 
Leonetti  Cellar  and  Woodwari 
Canyon  (both  "excellenf '),  and  Wato 
brook  ("good  value").  Wa//a  Wall 
Balloon  Stampede,  May  g-ii,  for  infl 
509-5^5-0^50- 

— Stephanie  Turret 

Bali:  No  one  knows  Indonesia:  th 
archipelago's  vastness  is  almost  un 
graspable.  Its  nearly  14,000  islanc 
would  stretch  from  Oregon  to  Bei 
muda;  it  is  also  the  largest  Islami 
country  on  earth.  As  the  sole  Hindi 
isle  within  this  Moslem  sea,  Bah  i 
unique  and  has  been  an  enchantei 
myth  to  the  West  for  a  century — an< 
for  nearly  as  long,  clever  travelers  hav 
been  calling  Bali  ruined.  One  arrive 
doubting  the  enchanted  name,  fearini 
the  worst;  one  leaves  doubting  the  res 
of  the  world,  for  Bah  may  be  adminisi 
tered  from  Djakarta,  but  it  is  still  rulei 
by  gods  and  demons. 

The  island  seduces  with  the  usua 
tropical  ease:  beaches,  palm  trees,  vol 
canoes,  the  emerald  geometry  of  rio 
fields.  The  Balinese  are  equally  beau, 
tiful,  a  blend  of  Malay,  Polynesian 


Psssf.'  lfyoiifii:Jijoiirfi-!ficom1crm<(.  "Is  thh  guy  for  real?" .  uv  prolmbhi  ^hmild  iiimp  in  right  lu-rc  iiiul  tell  i/ou.  "No." 
However,  if  you  really,  renlly  want  to  believe  in  the  existence  of  ].  lereniinh  ]efferson  III.  go  ahead,  lust  don't  say  we  didn't  tell  you. 


dian  and  Chin- 
e.  Their  faces 
e  expressive  and 
diant  at  every  age, 

eir  bodies  small,  lithe  and  graceful, 
''hat  makes  Bali  a  human  paradise, 
ough,  is  its  culture,  its  everyday  art. 
Bali  is  all  temples,  several  hundred 
ousand  of  them.  The  most  remote 
lis  and  volcanic  peaks  have  their  tem- 
es,  as  do  bridges  and  corners  of  w^ild 
iths  and  every  house,  shop,  hotel, 
staurant.  For  a  Balinese,  reUgious  be- 
;f  is  everywhere,  an  elaborate  melange 
Hinduism  with  Indonesian  elements 
at  no  Indian  would  recognize:  hairy 
)n-like  creatures,  or  nights  of  black 
agic  when  the  leyaks  roam,  or  rituals 
ce  a  tooth-filing. 

This  melange  of  beliefs  finds  its  ex- 
ession  in  the  splendor  of  Balinese 
usic,  dance  and  visual  arts.  Every  vis- 
)r  should  see  a  masked  Barong  dance, 
ternately  violent  and  comic;  legong, 
le  dance  of  celestial  nymphs;  and  the 
cak,  or  monkey  dance,  a  Hindu  fable 
companied  by  a  chorus.  He  should 


try  to 

see  both  a  temple 
festival  and  a  cremation 
ceremony,  the  most  important  rit- 
uals for  villages  and  individuals;  a 
good  hotel  will  keep  its  guests  alert  for 
those  in  the  vicinity.  And  he  should 
seek  out  some  of  the  villages  known  for 
communal  artisan  work,  like  Batu- 
bulan's  stone-carving  or  the  mask- 
carvers  of  Mas. 

A  good  place  for  a  few  days'  rest 
and  easy  entry  into  Bali  is  the  Hotel 
Tandjung  Sari,  in  Sanur,  on  the 
coast,  a  legendary  hotel  for  almost  four 
decades.  Then  move  up  to  Ubud,  cen- 
ter of  much  Balinese  culture;  try  the 
Amandari  Resort,  whose  architec- 
ture is  now  copied  throughout  Asia's 
hotels.  (Avoid  Kuta  Beach  unless 
you're  a  thirsty  Australian  biker.)  Shop 
at  the  Arts  Of  Asia  Gallery  in  Den- 
pasar.  Rent  a  car  and  much  courage; 
don't  miss  the  temples  at  Besakih 
and  Tanah  Lot  and  the  palace  at 
Klungkung.  Funny  names,  eh?  Ten 
days  on  Bali,  and  you'll  never  be  the 


same.  Hotel  Tandjung  Sari;  rooms  from 
$i^o;  62-J61-288441.  Amandari,  rooms  from 
$4jo;  800- 44^- J 462,  212-22^-2848. 

— James  Kingston 


A  melange  of beliefs  find  expression  in 
Balinese  music,  dance  and  visual  arts. 


M  „Jiii  „...JUi  Xui 


IF  YOTIJ  WFMF  AILILOWEID)  TO  MEAU  ITo 


,  ft  rllie  'f ('(//{ Ay/  .V«w<v^y,  ('//  0/ o//r  (/tte.s-/.s-  /t'ce/oe  to/tt'/e  ty/ooe 
l/'eaOnf/it.    ,-Tf'oni  of/r  /tr/'rxf/e  e/it/Hi/ice  u/u/  /<>/>/>ij  to  our  /)c</t/(//it//(/ 
(i^>^>oi/i(e(/ cvecti/toc  (/tn:\(  rooni.s,  i/i{/ioi(/aa//iy  (/ccor<iU'</ .sfti/i'.s,  a/i</ 
/i'c/c/i</<irtj  //>ipi'cca/>/c  ■\c/'oii\',  ijoii  u>i//^/i'c/  iwrtj  /nac/i  (if  /lottw  u/n/ 
^i/i'f,  cuf'ioii.s/ty  ^  /ar^  /ro/n  //.    .-T^or  /'e^eroafio/i.s,  ca/Zi/oiir  prf}/(',s.sio/ia/ 
fr'aoe/ tnjen/,  or  ca// u.s  a/  /-<V(V<V-WATOWER. ' 


.^<'  'll'a/</o/'/' .TiHoervi.  /OO  oVm/  SOf/i  ,  l/ree/,  .  \(W  'J/orA.  ,  \7/  /OOSS 

The  Waldorl  Towers  is  a  registered  irademarh  of  Hilion  Hotels  Corp  C1997  Hinon  Hotels 


The  #1  oversize  iron 
just  got  four  limes  better, 


l.Shapedshaft.  — 
ZHed-Wei^ting. 
3.  Oversize. 


4.  Dual-Sole. 
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Inlroducingthenew 

King  Cobra  n. 
The  next  generation. 

Until  you  try  the  new 
King  Cobra  11  irons,  you 
won't  know  how  solid  yon 
can  hit  a  golf  ball.  Or  ho\\i 
consistent  you  can  be. 
Because  this  is  the  next 
generation  of  ad\'anced 
technology  from  the  makers  of  the  world's 
number  one  selling  oversize  irons. 

A  revolutionary  club  that  incorporates  Cobra's 
exclusive  Integrated  Quad  (IQ)  System?  Four 
unique  features  that  help  you  hit  the  sweet  spot 
more  often,  no  matter  how  you  swing. 

And  to  prove  how  good  these  clubs  really  are, 
we  in\dte  you  to  demo  a  set  and  enjoy  the  IQ 
Test  experience  on  the  golf  course.  You'll  receive 
a  free  sleeve  of  golf  balls  just  for  testing  the  King 
Cobra  11  irons.  So  check  your  local  pro  shop  or 
call  1-888-DEMO  KC2. 


"They're  four  times  beiler!" 

-  Hale  Irwin 


v\\v  w.  cobragolf .  com 


(the  golf  bag| 


The  Selling 
Of  St.  Andrews 


By  James  Y.  Bartl/ett 


s  the  Old  Course  just  a 
f;orporate  perk? 

)Nt:  OF  THE  BIGGEST  DOWNSIDES  TO  THE 

xplosion  in  golf  s  popularity  over  the  last 
ccade  or  so  has  been  the  rush  of  slick, 
)( )nald  Trump-wannabes  trying  to  cash  in  on 
he  boom. 

The  demographics  show,  of  course,  that  we 
<  'Iters  are  all  highly  educated  and  filthy  rich 
lid  will  pay  anything  to  further  pursue  our 
lassion.  I  give  you  $250  greens  fees  at  Pebble 
5each,  the  new  $1,000  all-titanium  drivers, 
50,000  around-the-world  chartered-jet  golf 
-rips,  and  now,  the  Scottish  Golf  Exper- 
ience at  St.  Andrews.  The  Old  Course  at 
it.  Andrews  is  an  ancient  and  almost 
aythic  links  where  the  game  has 
'cen  played,  according  to  historical 
ecord,  for  at  least  500  years,  and 
ome  think,  perhaps  as  far  back  as  the 
eign  of  Scottish  King  David  I  (1124-53). 
Vnd  for  virtually  all  of  those  years,  it  has  been 
public  golf  course,  where  anyone — royal  or 
ot — could  play. 

In  fact,  only  in  the  20th  century  has  the  Old 
"ourse  charged  a  greens  fee,  which  has  grad- 
ally  escalated  to  this  year's  tariff  of  £70,  about 
108.  However,  if  you  want  to  play  the  Old 
bourse  this  summer,  it  may  cost  you  more 
ban  $2,000,  a  fee  that  should  capture  the  at- 
ention  of  even  the  most  passionate  golfer. 

he  Links  Trust,  which  oversees  the  opera- 
ions  of  the  Old  Course  and  her  four  sister 
Durses  in  St.  Andrews,  agreed  at  the  end  of 
995  to  lease  out  a  large  chunk  of  summer  tee 


times  to  a  partnership  that  has  repackaged 
those  times,  with  the  addition  of  rather  in- 
flated costs  for  hotels  and  "extras,"  for  resale 
to  the  world  tourist  market. 

It  is  a  deal  that  has  left  even  the  local  Scots, 
long  noted  for  their  shrewd  business  acumen, 
shaking  their  heads. 

And  calling  for  other  heads  to  roU.  As  one 
might  expect,  given  500  years  of  history,  there 
are  some  fascinating  subsets  to  the  relation- 
ships between  town  and  golf  course. 

Believe  it  or  not,  golf  did  not  give  the  burgh 
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FORBES  67 


Shangri-La's  Golden  Sands 
Resort,  Penang,  Malaysia 


Shangn-La's  Rasa  Sayang 
Resort,  Penang,  Malaysia 


Traders  Hotel, 
Yangon,  Myanmar 


Shangri-Las  Mactan  Island  Shangn-La's  Edsa  Plaza  Hotel, 
Resort,  Cebu,  Philippines  Manila,  Philippines 


Opening  MrtI  1997 


For  rescrvatfons,  call  your  travel  consultant  or  US 


Shangri-La  Hotel, 
Hangzhou.  China 


Shangri-La  HoteL 
Qmf^dao  China* 


Portman  Shangri-La, 
Shanghai,  China 


Traders  Hotel, 

ShcHN'an^  China 


Shangri-La  Hotel, 
Shenzhen,  China 


Shangri-La  Hotel. 
Surabaya.  Indonesia 


Shangri-La's  Taniung  Aru  Resort,    Shangri-La's  Rasa  Ria  Resort, 
Kota  Kinabaiu,  Malaysia  Kota  Kinabalu,  Malaysia 


Shangri-La  Hotel, 
Singapore 


Shangri-La's  Rasa  Sentosa 
Resort,  Singapore 


Far  Eastern  Plaza  Hotel, 
Taipei,  Taiwan 


Shangri-La  Hotel, 
Bangkok,  Thailand 


SHANGRI-LA 


In  c  1  800  942  5050.  Internet:  httpV/www.Shangn-La  com 


HOTELS  and  RESORTS 


Similar  advances  in  portfolio  management 
help  avoid  the  hooks  and  slices  of  market  volatility. 


In  the  eternal  search  for  better  scores,  evolutions  in  golf  club  design 
have  given  players  better  control  of  their  shots.  The 
same  applies  in  portfolio  management.  Which  is 
why  significant  investors  rely  on  the  expertise  of 


The  Private  Bank 


supported  by  innovative  information  technology  and  commul 
tions  systems,  and  in-depth  knowledge  of  gli 
financial  markets.  If  you  have  substantial  aj 
to  invest,  call  Peter  E.  Guernsey,  Jr.  at  (212)  649- 


Union  Bank  of  Switzerland.  UBS'  portfolio  management  team  or  Roger  Wacker  at  (213)  489-  0600.  Find  out  why  core  portfc 
provides  clients  w.th  the  most  up-tcxlate  asset  allocation  techniques,       managed  by  UBS  have  meant  financial  security  for  generate 


Union  Bank 
of  Switzerland! 


Union  Bank  of  Switzerland,  1345  Avei.  .he  Americas,  New  York,  NY  10105.  Telephone:  (212)  649-7300. 
Union  Bank  of  Switzerland,  444  South  I-,    -r  Street,  Los  Angeles,  CA  90071.  Telephone:  (213 )  489-0600. 

Other  offices  of  Union  Bank  of  Switzerlano  and  its  affiliates  in  North  America:  Chicago,  Houston,  San  Francisco,  Toronto,  Montreal. 


t  St.  Andrews  its  original  raison  d'etre, 
radition  has  it  that  St.  Regulus  rowed 
-here  in  the  6th  century  after  a  long 
)\'age  from  Greece,  bearing  the  relics 
t  the  Apostle  Andrew,  giving  the  town 
s  name  and  the  country  of  Scotland 
s  patron  saint.  In  its  early  years,  St. 
ndrews  was  an  ecclesiastic  center, 
ith  its  tremendous  Cathedral,  second 
nly  in  size  to  that  at  Canterbury,  and 
s  University  founded  in  1411,  churning 
ut  clerics.  The  Cathedral  was  set  on 
j  re  and  damaged  during  the  Reform- 
Ltion  movement  of  John  Knox,  leaving 
Inly  the  ghostly  transepts  and  two  tow- 
rs  that  overlook  the  cemetery  today, 
lid  a  series  of  plagues  reduced  the 
)wn's  population  to  less  than  3,000  by 
'93.  It  was  about  this  time  that  the 
)wn  and  the  game  of  golf  became  a 
)int  force.  For  in  1754  a  group  of  22  no- 
les,  lairds  and  gentlemen  formed  the 
ociety  of  St.  Andrews  Golfers  in  an 
rtempt  to  somewhat  formalize  the 
ime  being  played  on  the  ancient  links. 
The  course  at  the  time  was  believed 
I  have  stretched  from  the  walls  of  the 
I  athedral  west  to  the  Eden  Estuary 
id  back,  22  holes  in  all.  The  Society 
)dified  a  set  of  rules,  and  eventually 
lortened  the  course  to  the  now  ac- 
;pted  standard  of  18  holes,  and  when  it 
;ceived  its  imprimatur  of  the  Royal 
nd  Ancient  Golf  Club  in  1834,  it  be- 
ime  widely  recognized  as  the  ruling 
ody  for  the  game. 

But  it  did  not  own  the  Old  Course. 
1  fact,  the  land  beneath  the  hallowed 
nks,  which  was  also  used  by  the  towns- 
)lk  of  St.  Andrews  for  dog  walking, 
leep  grazing,  rabbit  raising,  horseback 
ding,  peat  harvesting  and  fishermen's 
L  t  drying,  was  owned  by  a  succession  of 
ical  lairds  who  were  more  interested  in 
le  seasheUs  buried  underground. 

The  Royal  &  Ancient  Club's  early 
fe  was  somewhat  nomadic.  The  club 
lembers  hopped  around  from  tavern 
)  haU  for  nearly  a  century  for  their 
icetings  and  parties,  settling  in  at  the 
'nion  Club  in  1835  before  finally  build- 
ig  their  own  clubhouse  overlooking 
ic  first  tee  of  the  Old  Course  in  1854. 

And  the  R&A,  with  its  highbrow 
icmbership,  is  not  the  only  club  in 


town.  The  New  Club  was  founded  in 
1902  for  the  town's  professionals  and 
merchants,  and  the  St.  Andrews  Club 
(1843)  for  artisans  and  tradesmen.  Both 
have  their  own  clubhouses  on  The 
Links  road  that  runs  beside  the  i8th 
fairway.  As  do  the  St.  Regulus  and  St. 
Rule  clubs  for  the  women  golfers  of  the 
town.  And  all  shared  the  Old  Course. 

In  1893,  the  snooty  fellows  of  the 
Royal  &  Ancient  decid- 
ed they  wanted  to  keep 
the  great  unwashed  off 
their  golf  course,  and  pur- 
chased the  Old  Course 
and  surrounding  land 
from  James  Cheape,  the 
local  laird  who  owned  it, 
for  the  princely  sum  of 
£5,000. 

At  the  same  time,  the 
club  began  building  a 
second  course  on  ad- 
joining land,  which  be- 
came known  as  the  New 
Course  when  it  opened 
in  1894.  The  town  re- 
acted with  horror  at  the 
thought  that  its  citizens 
might  not  be  able  to  uti- 
lize the  nominally  public 
links,  either  for  golf  or 
for  all  the  other  activities  they  enjoyed, 
and  petitioned  Parliament  for  relief. 

The  result  was  the  Links  Act  of  1894, 
which  refunded  to  the  R8cA  its  £5,000 
and  made  the  entire  links  land  by  the 
Eden  Estuary  a  public  recreation  ground 
owned  by  the  Town  Council;  in  other 
words,  the  St.  Andrews  Muni. 

To  pacify  the  old  boys,  the  Act  gave 
the  R&A  the  majority  of  tee  times  on 
the  Old  Course,  the  privilege  of  reserv- 
ing every  other  tee  time  on  the  New 
Course  for  its  members,  and  the  right 
to  hold  its  twice-yearly  meetings  on  the 
Old  Course,  in  exchange  for  the  club's 
maintaining  both  the  courses. 

This  agreement  was  updated  when 
the  Jubilee  course  was  opened  in  1897 
(to  honor  the  Diamond  Jubilee  of 
Queen  Victoria)  and  the  Eden  course  in 
1914.  Mr.  Cheape,  incidentally,  was  also 
taken  care  of.  The  Links  Act  of  1894 
specified  that  James  Cheape  and  all  his 


successors  should  have  the  perpetual 
right  to  excavate  seasheUs  on  the  Old 
Course,  pledged  that  no  buildings  other 
than  small  wooden  shelters  for  golfers 
would  be  permitted,  and  gave  the 
Cheape  family  and  its  guests  the  right  to 
play  golf  on  the  links  without  payment 
of  any  rates  and  in  all  time  coming. 

The  last  of  the  Cheapes  sold  the  rights 
to  the  Links  Tmst  some  years  ago,  which 


caused  a  great  sigh  of  relief  at  the  R&A 
building,  where  a  few  decades  of  con- 
tentious relations  with  them  had  caused 
fear  that  one  would  turn  up  on  Sunday 
morning  of  the  final  round  of  a  British 
Open  at  the  Old  Course  and  say,  "I've 
got  a  few  guests  and  we'd  like  to  tee  off 
please.  Parliament  says  we  can!" 

The  Act  was  amended  several  times, 
first  to  allow  the  charging  of  greens  fees 
to  visitors,  and  then  to  permit  one  and 
all  to  pay  for  play.  Finally,  in  1974, 
Parliament  stepped  in  again,  abolished 
the  Town  Council  in  favor  of  a  regional 
form  of  government,  and  created  the 
Links  Trust,  to  which  it  gave  the  re- 
sponsibility of  managing  the  four  golf 
courses  (since  grown  to  five)  in  St. 
Andrews  for  the  common  good.  Over- 
seeing the  Trust  are  the  Trustees,  made 
up  of  members  of  the  Royal  &  Ancient 
and  representatives  from  the  F'fe 
Council,  as  well  as  the  local  member  of 


St.  Andrews  was  also  used  for  dog  walk- 
ings sheep  grazing^  rabbit  raisings 
horseback  riding  and peat  harvesting. 
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Parliament  and  a  nominee  from  the 
Scottish  governmental  office. 

The  Links  Trust  now  manages  99 
holes  of  golf  in  St.  Andrews:  the  Old, 
New,  Jubilee,  Eden,  Strathtyrum  and 
the  nine-hole  Balgove  courses.  It  han- 
dles all  the  maintenance  and  upkeep, 


The  Old  Course  is  something  of  a  mecca 
for  golfers. . .  an  almost  mythic  links  where 
the  game  has  been  played  for  500 years. 


h 


built  the  fancy  new  clubhouse  and  ad- 
ministers the  demand  for  tee  times. 

As  might  be  expected,  that  demand  is 
almost  entirely  for  the  Old  Course, 
which  is  something  of  a  mecca  for 
golfers.  There  are  approximately  13,500 
starting  times  available  every  year  on  the 
Old  Course — roughly  10,000  of  those 
during  the  so-called  "season"  of  May 
through  October — and  probably  four  to 
five  times  as  many  golfers  scrambling  to 
get  one  of  those  tee  times.  (The  Old 
Course  is  closed  Sundays,  and  for  a 
fortnight  in  May  and  September.) 

So  how  does  one  get  a  precious  time? 
Aye,  there's  the  rub. 

About  half,  or  roughly  5,000  of  the 
prime  times  are  reserved  for  members  of 
the  Royal  &  Ancient,  the  other  local 
clubs  and  local  residents.  Of  the  5,000 
times  left,  fiiUy  one  half  are  relegated  to 
The  Ballot,  the  ingenious  and  egalitar- 
ian system  the  Scots  set  up  years  ago  to 
ensure  an  equal  chance  to  play  for  any- 
one, and  to  prevent  first-tee  riots.  To  get 
a  Ballot  time,  a  golfer  must  register  with 
the  starter  by  2  p.m.  the  day  before:  at 


that  hour  all  the  names  in  the  hat  a 
tossed  about  and  the  winners  are  si 
lected  for  the  10  to  30  tee  times  availab 
on  the  following  day.  The  Ballot 
posted  throughout  the  town. 

In  the  good  old  days,  one  could  eve 
evade  The  Ballot  by  struggling  out 
bed  at  the  crack  < 
dawn,  which  in  tlj 
Scottish  summer  aj 
rives  at  about  4  a.m 
and  teeing  off  befo 
the  official  startir 
times  began.  Midw; 
through  one's  ear; 
morning  round, 
ranger  would  puttt 
up  on  a  motor  bili 
and  collect  the  gree 
fee.  Conversely,  the 
also  used  to  allow  goli 
ers  to  tee  off  after  tb 
last  official  tee  tim 
at  around  8  p.m., 
cause  those  \ 
played  quickly  coul 
easily  get  around  ii 
the  lingering  dus! 
Unfortunately,  the  wear  and  tear  on  th 
golf  course  led  the  Links  Trust  to  oul 
law  play  except  during  official  hours. 

The  best  way  to  ensure  a  tee  tim 
without  a  reservation  is  still  to  show  uj 
as  a  single:  rarely  does  a  golfer  have  C 
wait  more  than  an  hour  before  a  three 
ball  shows  up.  So,  with  2,500  slots  ad 
counted  for  through  The  Ballot,  ths 
leaves  just  2,500  starting  times.  Th 
Links  Trust  takes  about  1,200  of  thea 
times  and  sells  them  in  advance  to  thos 
who  call  or  write,  requiring  a  hefty  da 
posit.  Don't  bother  calling  for  this  sum 
mer:  these  times  were  sold  out  month 
ago,  and  1998  is  going  fast.  So  we're  no\ 
down  to  the  final  1,300  summer  te 
times,  and  here  is  where  the  Links  Trus 
is  trying  to  make  up  for  lost  ground.  O) 
some  would  say,  gouging  the  public 
Peter  Mason,  external  relations  manage 
for  the  Links  Trust,  explained  that  "vir 
tually  no  investment  was  made  on  thi 
Links  from  1914  through  1984.  Who 
the  Trust  took  over  management  in  197' 
we  inherited  four  tired  courses,  a  lot  0 
worn  out  equipment  and  no  cash,  am 
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we've  been  trying  to  catch  up  ever  since." 
■  When  the  Trust  announced  it  was 
open  to  ideas  on  how  to  raise  capital  for 
course  improvements  and  maintenance, 
Keith  Prowse  Hospitality,  Ltd.,  a  Brit- 
ish marketer  of  ticket  and  travel  pack- 
ages to  major  sporting  events,  such  as 
the  British  Open  and  Wimbledon, 
stepped  into  the  breech. 

Under  its  managing  director  Peter 
Selby,  Prowse  had  battled  back  from  a 
1991  bankruptcy.  For  the  St.  Andrews 


June  to  September  season.  While  ther 
is  something  to  be  said  for  a  one-stop  rej 
source  for  a  golf  expedition  to  St.  Anl 
drews — including  that  all-importan 
guaranteed  Old  Course  tee  time — then 
seems  to  be  quite  a  hefty  markup.  Tor 
Gilchrist,  general  manager  of  the  decid 
edly  less-than-five-star  Scores  Hote' 
says  he  used  to  sell  a  two-night  packagj 
(with  bed,  breakfast,  dinner,  one  rounj 
on  the  Old  Course  and  one  on  anothel 
course)  for  around  $350.  "There  was  n 


If  you  re  thinking  of  playing  the  Old  Course  this  summer, 
it  may  cost  you  more  than  $2,000,  a  fee  that  should 
capture  the  attention  of  even  the  most  passionate  golfer. 


deal,  Selby  enlisted  the  financial  mus- 
cle of  an  old  high  school  chum,  David 
Maule-Ffinch,  and  his  Pensus  Group, 
a  Phoenix-based  firm  that  invests  in 
varied  real  estate  projects. 

Prowse  and  Pensus  signed  a  lo-year, 
;£5-million  deal  with  the  Links  Trust 
at  the  end  of  1995  that  gave  the  part- 
nership some  800  premium  tee  times 
on  the  Old  Course  during  the  summer 
months,  as  well  as  the  240  or  so  tee 
times  normally  distributed  to  interna- 
tional tour  operators. 

Pensus  and  Prowse  announced  that 
they  would  take  those  L-jo  tee  times  and 
repackage  them  for  the  corporate  and 
incentive  market.  And  because  these 
people  are  used  to  going  first-class, 
Prowse  told  the  Links  Trust,  they'd  pay 
premium  rates  for  premium  service. 
Well,  the  rates  are  certainly  gilded.  This 
year's  Scottish  Golf  Experience  pro- 
grams range  from  $1,981  to  $2,640  per 
person  for  a  two-night  stay.  The  tariff 
includes  accommodations  at  the  five- 
star  Old  Course  Hotel,  breakfast,  guar- 
anteed times  on  the  Old  Course  and 
either  the  New  or  the  Jubilee,  plus  an  as- 
sortment of  other  "extras"  ranging  from 
official  souvenir  gifts  to  a  professional 
caddie,  as  well  as  the  dedicated  Keith 
Prowse  representative  at  your  beck  and 
call.  Prowse/Pensus  also  are  selling  six- 
night  programs,  in  combination  with 
Turnberry  and  Royal  Troon,  that  range 
from  $3,276  to  $4,200  during  the  peak 


premium  added  to  that,"  he  says.  "It  wai 
more  a  matter  of  convenience  for  oui 
guests  than  fleecing  people." 

There  were  howls  of  protest  whei 
the  deal  was  announced — and  evej 
since.  The  first  and  loudest  to  squawl 
were  the  hotel  owners  in  the  townl 
According  to  Brian  Hughes,  the  owne: 
of  the  St.  Andrews  Golf  Hotel  ano 
chairman  of  the  golf  committee  of  th« 
St.  Andrews  Hotel  and  Guest  Houst 
Association,  the  Prowse/Pensus  deal 
"negatively  affected"  most  of  the  hotels 
in  town  by  making  it  "difficult  to  ge 
our  guests  onto  the  Old  Course." 

Hughes  says  that  just  250  tee  time- 
are  allocated  for  the  hotels  in  1997 
Thaf  s  250  tee  times  over  the  six-montl 
season,  divided  by  18  hotels  and  inns 
"In  addition,"  Hughes  said,  "the  Link; 
Management  Committee  has  refusec 
to  allocate  more  than  two  consecutive 
tee  times  in  any  one  day  to  anyone  out- 
side of  Prowse/Pensus,  in  order  to  di- 
rect all  groups  into  the  higher-pricec 
packages.  It  is  virtually  impossible  foi 
us. to  get  more  than  four  guests  on  the 
Old  Course  in  any  one  day." 

Also  impacted  by  the  deal  were  the 
international  tour  operators,  including 
many  in  the  U.S.,  whose  bread-and- 
butter  is  setting  up  a  Grand  Tour  of  the 
Olde  Sod,  the  highlight  of  which  ig 
usually  a  night  or  two  in  St.  Andrews 
with  a  round  on  the  Old  Course. 

But  with  the  Prowse/Pensus  deal  in 
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h ',  because  a  perfectionist  like  Nick  demonds 
well  as  superior  fit.  extra  podding  and  proper 
orcfi  support.  Florsfieim  golf  shoes  ore  Nick's  choice  for  the 
first  18  holes  and,  for  the  19th.  it's  florsheim  Comfortech^,. 
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us  MAINLAND/ALASKA 

THE  WESTIN  ALYESKA  PRINCE,  ALASK^ 
THE  BILTMORE  HOTEL.  CORAL  GA^^H 
THE  WESTIN  RESORT,  ^1 
HILTON  HEAD  ISLAND 
WALT  DISNEY  WORLD  SWAN  &  DOLPHI 
THE  WESTIN  MISSION  HILLS  RESORT 
RANCHO  MIRAGE 
THE  WESTIN  LA  PALOMA,  TUCSON 
THE  WESTIN  RESORT.  MIAMI  BEACH 

HAWAII 

HAPUNA  BEACH  PRINCE  HOTEL 
MAUNA  KEA  BEACH  HOTEL 
THE  WESTIN  MAUI 
MAUI  PRINCE  HOTEL  -  MAKENA  RESORT 
HAWAII  PRINCE  HOTEL  WAIKIKI 

THE  CARIBBEAN 

THE  WESTIN  CARAMBOLA 
BEACH  RESORT,  ST.  CROIX 
THE  WESTIN  RIO  MAR 
BEACH  RESORT,  PUERTO  RICC^HH 
THE  WESTIN  CASUARINA  RESOj^H| 
GRAND  CAYMAN  IH 
THE  , WESTIN  RESORT,  ST.  JOHfP^B 
(OPENING  FALL  1997)  ■ 

MEXICO  AND  CENTRAL  AMERICA 

LAS  BRISAS,  ACAPULCO 
THE  WESTIN  REGINA  RESORT,  CANCUN 
THE  WESTIN  BRISAS  RESORT,  IXTAPA 
THE  WESTIN  REGINA  RESORT, 

LOS  CABOS 
THE  WESTIN  REGINA  RESORT, 
PUERTO  VALLARTA 
CAESAR  PARK  BEACH  &  GOLF  RESORT, 
CANCUN 
CAMINO  REAL,  TIKAL 

ASIA  PACIFIC 

THE  WESTIN  RESORT,  MACAU 
CAESAR  PARK  HOTEL.  KENTING,  TAIWAN 
THE  WESTIN  CHOSUN  BEACH,  PUSAN 
THE  WESTIN  RESORT,  GUAM 

EUROPE 

THE  WESTIN  DRAGONARA  RESORT, 
MALTA 
(OPEN  APRIL  1997) 
CAESAR  PARK  PENHA  LONGA 
GOLF  &  RESORT,  SINTRA,  PORTUGAL 
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place,  allocations  of  tee  times  for  in- 
coming tour  operators  have  dried  up. 
Now,  tour  operators  must  sell  the  in- 
Qated  Prowse/Pensus  packages  or  tell 
lients  to  play  elsewhere.  Scottish-born 
Gordon  Dalgleish,  president  of  the 
Atlanta-based  custom  tour  operator 
PerryGolf  and  its  group-trip  sister 
company,  InterGolf,  has  watched  the 
Prowse/Pensus  deal  unfold. 

"Certainly,  no  one  can  argue  with  the 
;^oal  of  raising  funds  for  the  Links 
Trust,"  he  says.  "But  they  have  not  been 
/ery  clever  in  the  way  they've  gone 
ibout  it  with  this  program.  The  premise 
vvas  that  they  could  bring  in  the  corpo- 
ate  groups  and  the  incentive  groups  at 
'nigher  revenue  levels.  But  they  haven't 
nade  any  inroads  in  those  markets,  and 
ill  they're  doing  is  taking  the  leisure 
ousiness  away  from  those  of  us  who've 
jdone  it  for  years  at  much  cheaper  prices. 
l5o  far,  Prowse/Pensus  are  just  getting 
Darties  of  twos  and  fours." 

Indeed,  even  Peter  Mason  agrees  that 
the  first  year's  results  were  disappoint- 
ng.  "The  numbers  of  golfers  coming 
ander  the  new  program  were  less  than 
loped  for."  The  Links  Trust  anticipated 
revenues  from  the  Prowse/Pensus  deal 
vould  average  ^^500,000  annually  over 
0  years;  Mason  said  the  take  for  the  first 
^ear  was  around  ;C30o,ooo.  Many  of  the 
;ee  times  that  had  been  set  aside  for 
i'rowse/Pensus  cHents  were  eventually 
eturned  to  the  general  pool,  according 
0  some  sources.  But  perhaps  more  seri- 
)us  than  the  less-than-expected  income 
stream  has  been  the  damage  done  to  re- 
ations  between  the  Links  Trust  and  the 
own  of  St.  Andrews. 

Says  hotel  owner  Hughes:  "We  reached 
m  aU-time  low  last  year.  There  was 
luge  Ul-feeling.  We  just  won't  do  busi- 
less  with  Keith  Prowse  because  we 
ion't  agree  with  what  they're  trying  to 
lo,  and  we  don't  feel  they'll  be  any  more 
luccessfial  this  year  than  last." 

Certainly,  the  ill-feeling  has  infected 
iSt.  Andrews.  Last  summer,  the  Links 
Management  Committee  stopped  issu- 
ing a  monthly  report  on  tee  times,  which 
had  been  distributed  to  all  the  golf  clubs 
md  hotels  in  town.  The  townsfolk  cried 
conspiracy,  but  the  Committee  claimed 


it  was  just  a  balky  computer,  and  the  re- 
ports have  been  restored.  Likewise,  peo- 
ple in  the  town  were  incensed  when 
Mrs.  Margaret  Smith,  a  longtime  em- 
ployee of  the  Links  Trust,  was  quietly 
fired:  it  turns  out  she  had  tried  to  help 
some  of  the  hotels  obtain  extra  tee  times, 
against  orders.  There  are  even  those 
who  point  to  Links  Trust  general  man- 
ager Nicky  James'  membership  in  the 
Honourable  Company  of  Edinburgh 
Golfers — ^which  plays  at  Muirfield,  for 
centuries  a  rival  of  both  St.  Andrews  and 
the  R&A — as  a  mole  who  wishes  to 
sabotage  the  Old  Course,  a  charge  that 
is  patently  ridiculous,  but  that  speaks 
volumes  about  the  mood. 

It  is  against  this  somewhat  poisoned 
atmosphere  that  David  Maule-Ffinch, 
managing  partner  of  Pensus,  complains 
about  what  he  calls  "a  concerted  effort 
on  the  part  of  some  to  make  the  pro- 
gram fail.  I  can't  understand  it,"  he  says. 
"The  Links  Trust  maintains  a  huge  sup- 
ply of  tee  times  for  those  who  can't  af- 
ford our  programs.  Our  market  is  the 
golfer  who  wants  a  quality  experience." 

But  hope  springs  eternal  in  the  breast 
of  golfers,  and  there  may  be  a  light 
at  the  end  of  this  dreary  tunnel.  At  the 
end  of  1996,  the  makeup  of  the  Links 
Trustees  was  changed  through  rotation. 
"We  feel  the  present  form  of  the  com- 
mittee is  more  disposed  to  our  cause," 
says  Brian  Hughes.  "The  new  chairman 
of  the  Links  Trust,  John  Lindesay- 
Bethune,  is  a  former  captain  of  the 
R6cA  and  he's  against  the  Prowse/ 
Pensus  contract.  He's  watching  it  like  a 
hawk!  We're  hopeful  that  both  parties 
will  just  walk  away  from  the  contract 
after  this  season." 

There  is  a  message  lurking  under- 
neath all  this  turmoU,  one  that  seems  as 
hard  to  grasp  as  the  sight  of  the  first 
green  across  the  Swilcan  Burn  when  a 
fog  roUs  in  off  the  Eden.  It  may  be  that 
there  are  some  parts  of  the  game  of  golf 
that  are  not  meant  to  be  maximized 
and  marketed  and  profit-mandated. 

And  one  of  those  may  be  the  ancient, 
rolling  linksland  hard  by  the  North  Sea.  • 

James  Y.  Bartlett  isFYl's regu/ar 
golf columnist. 
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Kin  Of  Their  Teeth 

SAN  FRANCISCO— A  recent  study  of  couples 
shows  that  a  person  who  has  poor  dental  hy- 
giene is  32  times  more  likely  to  he  hitched  to 
someone  who's  a  similar  scofflaw.  And  folks 
who  are  good  tooth  fairies  are  at  least  five 
times  more  likely  to  have  partners  who  are 
dental  do-bees  as  well.  So  before  you  take 
your  vows,  remember:  'til  breath  do  us  part. 

Pork  Bellies  Kill 

BOSTON — ^When  it  comes  to  your  risk  of  having  a  stroke,  it's  not 
how  much  you  weigh,  but  where  your  weight  is.  Researchers  at  the 
Harvard  School  of  PubHc  Health  have  found  that  men  with  big 
bellies — call  'em  apples — are  in  greater  danger  than  more  pear- 
shaped  men.  Susan  Walker  and  colleagues  studied 
28,643  ni^ri  for  five  years  to  see  who  would 
suffer  a  stroke — an  interruption  of  blood 
to  the  brain.  They  discovered,  based  on 
the  118  who  were  felled,  that  simply 
being  overweight  isn't  enough:  the  fat- 
test men  had  only  a  30%  higher  risk.  But  men 
whose  waists  were  as  big  or 
bigger  than  their  hips  were 
more  than  twice  as  likely  to 
have  a  stroke,  even  when  the  re- 
searchers ruled  out  other  possible 
causes  such  as  age,  activity  and  diet. 

Belly  fat  is  more  dangerous  than  the  padding 
around  the  butt  and  thighs  because  it  leads 
to  higher  "bad"  cholesterol  and  other  bio- 
chemical changes  associated  with  strokes. 

On  the  hopeful  side,  the  study  suggests  that  you  can  become  less 
applelike:  the  pears  ate,  on  average,  about  the  same  number  of  calo- 
ries as  apples,  but  they  exercised  a  lot  more. 


Can  We  Still 
Hail  Cabs? 

GLASGOW,  SCOTLAND— Bad  news  for 
maestros:  physician  Alan  Rennie  once 
noticed  that  people  with  heart  disease 
tend  to  gesture  a  lot  and  sit  around 
with  their  arms  up  and  hands  clasped 
behind  their  heads.  So  he  gathered  25 
heart  patients  and  25  heart-healthy 
people,  and  compared  the  number  of 
times  they  moved  their  arms  during  a 
ten-minute  interview.  The  heart-sick 
people  gesticulated  a  lot  more,  and  the 
doctor  says  that  the 
most  obvious  expla- 
nation is  that  they 
are  type  A  personal- 

/ities— prone  to 
both  arm-wav- 
ing and  heart  dis- 
ease. Rennie  also 
suspects  that  mov- 
ing the  upper  limbs 
so  much  may  strain 
the  arteries. 


FYI 


IOWA  CITY,  IOWA— "How  I  wish  I  could  accept 
your  invitation  and  pay  you  a  visit;  but  I  have  long 
found  it  impossible  to  visit  anywhere;  the  novelty  and 
excitement  would  annihilate  me."  Is  this  the  same  man 
who  from  1831  to  1836  braved  ocean  voy- 
ages, climbed  mountains  and  sur 
vived  natural  disasters  just  to 
study  finches?  Indeed,  it  is,  say 
Thomas  Barloon  and  Russell 
Noyes  of  the  University  of  Iowa 
College  of  Medicine.  It's 
Charles  Darwin,  evolver  of  evo- 
lution, and  they  say  he  suffered 
panic  attacks  and  agoraphobia — 
fear  of  crowds,  travel  and  of  being 
alone — most  of  his  life. 

Everyone  knows  Darwin  fought 
some  chronic  malady. 
Various  people  have 
suggested  he  suffered 
from  lifelong  seasick- 
ness (supposedly 
brought  on  by  his 
historic  voyages  on  the 
Beagle),  overwork,  de-  i 
pression,  hypochrondria 
and  even  a  tropical  infec- 
tion. But  Darwin  was  a 
vigorous  young  man  unti 
a  year  or  two  after  return- 
ing to  England  from  his 
journeys.  Starting  at  about 
age  28  and  for  the  rest  of 
his  life,  he  had  repeated  at- 
tacks of  palpitations,  shortness  of 


I'LL  TAKE  THE  SPF 15  EARL  GREY 

ADELAIDE,  AUSTRALIA — Have  a  cuppa  sun- 
screen:  drinking;  tea  may  protect  against 
skin  cancer.  Australian  scientists  have 
found  that  mice  exposed  to  ultraviolet  rays 
who  drank  hlack  tea  got  half  the  number 
of  skin  cancers  of  those  who  drank  water, 
and  about  35%  fewer  than  those  who 
drank  green  tea.  (Black  tea  is  the 
stuff  most  Westerners  drink;  green 
tea  is  most  often  imbibed  in  Asia.)  The 
researchers,  Ian  Record  and  Ivor  Dre- 
osti,  believe  that  chemicals  in  the  tea 
called  antioxidants  reverse  the  damage 
to  skin  cells  caused  by  sunlight. 


breath,  lightheadedness,  trembling,  crying,  the  sensation 
of  dying  and  fear  of  losing  control.  He  isolated  himself 
in  the  country;  he  reflised  invitations  to  lecture  or  in- 
teract with  colleagues;  he  couldn't  stand  to  be  alone  or 
to  venture  out  without  his  wife,  Emma. 

Barloon  and  Noyes  say  these  symptoms  spell  out 
what's  now  known  as  panic  disorder,  a  psychiatric  prob- 
lem that  even  today  is  hard  to  recognize  and  treat. 
Ironically,  the  researchers  say,  the  illness  may  have 
allowed  Darwin  to  focus  on  his  masterpiece. 

On  The  Origin  Of  Species.  Said  the  man  himself, 
"Even  iU-health, 
though  it  has  anni- 
hilated several  years 
of  my  life,  has 
saved  me  from  the 
distraction  of  society 
and  its  amusements." 


Grandpa, 
What  Big 

Ears 
libu  Have! 

ANTWERP— Did  you  know 
that  as  you  get  older  your  ears 
get  bigger?  (Don't  be  alarm- 
ed: they  expand  about  a  hun- 
dredth of  an  inch  per  year.) 
Well,  not  only  that,  but  re- 
searchers here  have  deter- 
mined that  ear  growth  peaks 
roughly  every  seven  years —  at 
ages  35,  42,  49,  55  and  so  on. 
One  of  the  next  big  questions 
they  want  to  answer  is.  Does 
the  nose  have  the  same  growth 
rhythm?  Ah,  science. 
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Unless  youVe  a  tailor, 
you  have  no  idea  what  goes 
into  our  Blazer. 


i)ftly-shaped  cotton 
i  shoulder  pads  ^ 

>t  synthetic  foam  pads; 
ntlky,  or  squared  off  like 
a  linebacker,  either. 


d-drawn 
die  in  lapel 

'gth  of  tape  that 
s  graceful  roll 
cl;  some  makers 
just  steam 
'rs  into  shape. 


invas  and 
n  chest  piece 

"body" to  chest 
'c  makers  use 
]  non-woven 
i'ial,  glue  it  in 
urs  is  sewn 
lace -lighter, 
ore  flexible. 


Zig-zag  stitch 
at  bottom 

"Ips  shape  bottom 
:  many  coat  makers 
on  pressing  alone. 


Body  and  sleeves 
mlly  lined 

100%  rayon  body  lining. 

Smoother  than 
linings  some  makers  use, 
feels  better  on  you. 


Sleeve  V/"  wider 
than  armhole 

Our  tailor 
neatly  "gathers"  end 
of  sleeve  to  sculpt 
shoulder;  extra 
fabric  allows  free 
arm  movement. 


W    Two  inside 
W  chest  pockets 

'  One  with  a  buttoned 
security  flap.  Also, 
a  small  "miscellany" 

pocket  for 
keys  or  whatever. 


100%  worsted  wool 

A  traditional, 
plainweave 
fabric,  comfortable 
year-round. 


When  most  men  look  at  a  Lands'  End®  Blazer,  all 
;  y  see  is  the  obvious.  It's  classically  styled  -  from  the 
Uiral  cut  of  the  shoulders,  to  the  rear  center  vent 
But  it's  what  you  can't  see  that  really  sets  our  Blazer 
art  Something  like  185  tailoring  steps  go  into  it  -  all 
Iculated  to  make  it  feel  roomy,  drape  elegantly  and 
m-  uncommonly  well. 

A  jacket  like  this  could  easily  set  you  back  $185  to 
50-  maybe  more.  But  at  Lands'  End,  it's  only  $155. 
And  thaf  s  a  great  price  -  as  any  tailor  will  tell  you. 


 Jl 

For  our  free  catalog,  call  anytime 

^  1-800-356-4444 
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Why  Liberals  Live  Longer 

UMEA,  SWEDEN— Check  out 
the  latest  Woody  Allen  movie. 
Stroll  over  to  the  art  museum  after 
work.  Get  those  season  basketball 
tickets  with  your  cousin.  Cultural 
activities  may  add  years  to  your 
Hfe,  says  a  study  from  the  Univer- 
sity of  Umea. 

In  1982,  1983  and  1991,  Lars 
Olov  Bygren's  team  surveyed  more 
than  12,000  people  about  their 
lifestyles.  During  that  time  about 
850  died.  The  scientists  discovered 
that  the  people  who  got  lots  of  cul- 
ture were  only  half  as  likely  to  have 
died  than  those  who  rarely  went  to 
movies,  art  shows,  concerts,  plays, 
sports  matches  and  other  events. 
Even  reading  and  making  music 
increased  a  person's  chances  of 
survival.  Such  activities,  Bygren 
says,  seem  to  influence  longevity 
even  more  than  do  education,  in- 
come, physical  activity,  smoking 
or  having  close  friends. 

He  suggests  that  the  strong  emotions  that  are  aroused  by  cheering  a 
team  or  watching  a  drama  actually  stimulate  the  immune  system,  helping 
off  illness.  Whatever — it's  a  fine  excuse  to  go  to  the  movies. 


Kids— Don't  Try 
This  At  Home 


soccer 
it  fend 


Why  Blue  M&M's  Make 
I  JB^      You  Drowsy 

J^Bj^KK^^    AMSTERDAM— A  little  low?  Take  a  yellow.  Feeling 
^^^^^V         tense?  Try  a  blue  or  ^een.  Most  people  think  that  a  pill  of 
^^^^^  a  particular  color  has  a  particular  effect,  say  scientists  at  the 
University  of  Amsterdam.  AVhat's  more,  the  right  color  can  actually 
make  a  drug  work  better. 

Anton  de  Craen  and  his  fellows  looked  over  a  dozen  studies  on  the 
palettes  of  pills.  They  learned,  for  instance,  that  most  folks  think 
red,  yellow  and  orange  drugs  are  uppers  and  that  blue  and  green 
pills  are  downers.  But  what's  strange  is  that  a  tranquilizer  in  green 
made  patients  less  anxious,  while  the  same  drug,  clad  in  yellow, 
made  them  less  depressed.  Likewise,  a  blue  sugar  pill  made  medical 
students  drowsier  than  a  pink  sugar  pill.  And  patients  slept  better 
after  taking  blue  capsules  than  after  taking  orange  ones — no  matter 
whether  the  capsule  was  a  sleeping  pill  or  a  fake. 

In  the  Netherlands,  some  drug  companies  apparently  take  this 
research  into  account:  sedatives  are  more  often  green,  blue  and  pur- 
ple, while  antidepressants  are  usually  hues  of  red.  But  in  the  U.S., 
the  top-selling  antidepressant,  Prozac,  is  miscolored  a  soporific 
green  and  the  tranquilizer  Xanax,  which  comes  appropriately  in 
blissed-out  blue,  is  also  sold  in  perky  pink. 
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BETHESDA,  MD— Now  a 
few  words  about  your  colon: 
you  should  be  paying  more 
attention  to  it.  Colon  cancer 
is  the  number-two  cancer 
killer  in  the  U.S.,  after  lung 
cancer.  It  claims  about  55,000 
men  and  women  a  year.  The 
good  news  is,  it  can  be  cured 
if  it's  caught  early  enough.  In 
fact,  doctors  now  say  the 
number  of  deaths  could  drop 
substantially  if  everyone  over 
50  would  follow  these  simple 
guidelines,  recently  estab- 
lished by  several  gastroen- 
terological associations:  once 
a  year,  get  a  take-home  kit 
from  your  doctor  to  test  for 
blood  in  your  stool.  You 
gather  six  samples  at  home 
and  mail  them  back  for  analy- 
sis. Every  five  years,  have 
your  doctor  check  your  lower 
colon  with  a  thin  tube  called 
a  sigmoidoscope.  Once  every 
five  to  ten  years,  go  in  for  a 
barium  enema.  You're 
pumped  fiiU  of  a  chemical 
that  lights  up  your  digestive 
tract  on  an  x-ray.  And  each 
decade,  have  a  colonoscopy — 
you're  knocked  out  so  the 
doctor  can  snake  a  fiber-optic 
tube  inside  you  to  take  a  re- 
ally good  look  around. 

If  colorectal  cancer  or  simi- 
lar illnesses  run  in  your  fam- 
ily, start  these  tests  at  age  40. 
Those  who  have  had 
polyps — growths  in  the  colon 
that  are  warnings  of  cancer — 
should  have  a  colonoscopy 
every  three  years.  Those  who 
have  had  inflammatory  bowel 
disease — chronic,  severe  di- 
gestive difficulties — for  many 
years  should  have  that  test 
every  year  or  two.  • 


fter  One  Night  At  The  Sherry-Netherland, 
You'll  N  ever  Want  To  Stay  In  A  Hotel  Again. 


When  you  first  arrive  at 
The  Sherry-Netherland,  you 
may  have  the  same  reaction 
as  many  of  our  guests. 

"I've  never  seen  anything 
like  this." 

Which  is  hardly  surprising, 
because  there's  nothing  like  The 
Sherry-Netherland.  Instead  of  the 
usual  crowded  hotel  lobby,  the  quiet 
marble-columned  space  looks  like 
the  interior  of  a  classical  European 
building.  Which  is  understandable. 
It  was  inspired  by  the  Vatican  Library. 

Although  this  is  your  first  visit,  the 
concierge  greets  you  by  name,  as  will 

the  staff.  Of  which  we  have  two 
to  three  per  guest.  (At  a  hotel, 
the  reverse  is  true.) 

The  serendipities  continue. 
When  did  you  last  enter  an 
elevator  that  was  a  work  of  art? 
Where  a  white-gloved  oper- 
ator whisks  you  silently 
up  to  your  floor. 

*  -PAINTED 

;    eS5,tSJs^  suites  and  rooms  are 

another  revelation.  Some  contain 
antiques  worthy  of  the 
Vanderbilt  Mansion,  which 
in  many  cases  is  where  they 

lil  EVEN  OUR  CLOCK  IS  A  DESIGNATED  LANDMARK 


came  from.  Some  have 
marble  bathrooms,  hand- 
loomed  French  carpets, 
V^'  crystal  chandeliers. 
^l-     We  even  have  a  library. 
'*  /  Ask  for  a  book  or  a  movie. 
It  will  be  in  your  room  in 
*    minutes.  And  we  have  the  best 
location  in  New  York.  Across 
from  Central  Park,  a  few  steps 
from  Bergdorf  Goodman,  Tiffany, 
and  F.A.O.  Schwarz  —  and 


ROMAN-GRECO  VASE 

IN  ONE  OF  OUR  SUITES    j  ust  a  shot t  Walk  to 


HARRY  CIPRIANI'S 
RESTAURANT 
^>   SERVES  YOU- 


THEIR  DINING  ROOM- 
OR  IN  YOUR  SUITE 


Rockefeller  Center. 

The  Sherry-Netherland 
is  not  a  hotel.  Rather,  it  is 
a  magnificent  residence 
owned  by  a  small  group  £ 
of  exceptionally 
diffident  people  who  ^ 
live  there. 

It's  their  place  in  town. 
If  you,  too,  would  like  to  enjoy  their 
kind  of  luxury,  we  invite  you 
to  call  Mr.  Louis  Ventresca  at 
212-355-2800. 
But  we  warn  you.  After  one  night 
with  us,  you  may  never  want  to  stay 
in  a  hotel  again. 

a/eSH€RRV-N€TH€RlAfSD 

Your  Place  In  Town 


i 


Lori  Egge  at  the 
controls  of  her 
Cessna  185,  look- 
ing for  a  place 
to  land  in  College 
Fjord  (left). 
Kayaking  among 
the  sea  otters 
off Kodiak  Island 
(below).  A  lunch 
of  cold  chicken 
with  fresh  Alaskan 
blueberry  sauce  on 
a  beach  beneath 
the face  of  Harvard^ 
Glacier  ( right). 


Lori  brought  the  Cessna  185  upwind  and  eased  it  down 
with  a  soft,  practiced  touch.  The  pontoons  moved  across  the 
calm  water  like  they  were  oiled.  We  lost  speed  and,  soon,  we 
were  taxiing  for  the  face  of  the  glacier. 

"That  thing  is  big,"  I  said,  just  to  be  making  conversation. 
"Must  be  30  or  40  feet  high." 

"More  like  two  or  three  hundred,"  Lori  said.  "We're  stiU 
a  long  way  off." 

The  scale  of  things  in  Alaska  is  the  last  thing  you  get  used 
to,  if  you  ever  do. 

It  took  20  minutes  to  taxi  to  the  little  sandy  beach  on  one 
flank  of  the  glacier.  Stepping  out  onto  the  pontoon,  I  was 
suddenly  as  cold  as  if  I'd  walked  into  a  meat  cooler. 

"You'U  need  your  parkas,"  Lori  said.  "And  probably  your 
gloves.  You  can  take  them  off  to  eat." 

She  found  a  large  flat  rock  where  she  spread  a  tablecloth. 
Hadley  and  I  helped  some,  as  Lori  laid  out  our  lunch,  but  for 
the  most  part,  we  merely  looked  around  and  marveled. 
Neither  of  us  was  prepared — no  way  we  could  have  been — 
for  the  glacier's  size.  Or  its  violence. 

When  you  imagined  the  setting,  you  might  include  the 
sound  of  some  wind  and,  perhaps,  the  calling  of  a  few  birds 
against  the  background  of  an  epic  silence.  But  the  glacier  was 
almost  never  quiet.  It  groaned,  as  though  of  its  own  huge 
weight,  and  made  popping  sounds,  like  the  breaking  of  giant 
trees  in  a  great  wind.  And  now  and  then  there  would  be  a 
sharp  crack,  like  thunder  in  a  summer  storm,  when  the  ice 
fractured.  And  then  there  would  be  a  rumbling,  like  the 
sound  a  mountain  makes  before  an  avalanche,  followed  by  a 
long  crashing  sound  as  a  piece  of  ice  broke  free  of  the  glacier 
and  fell  into  the  sea.  This  process  is  called  "calving,"  and  it 
goes  on  ceaselessly.  It's  where  icebergs  '-me  from. 

While  Lori  served  the  plates,  Hadle}/  and  I  watched  the 


face  of  the  glacier — all  five  miles  of  it — for  signs  of  calving. 
When  it  happened,  usually  with  fairly  small  chunks,  it  took 
a  few  seconds  for  the  sound  to  reach  us. 

"That  is  just  awesome,"  Hadley  said.  The  15-year-old's 
vocabulary  is  perfect  for  Alaska. 

"Yes,"  I  said.  "But  I'd  like  to  see  a  really  big  one." 

Lori  looked  up  from  the  salad  she  was  tossing.  "Rem- 
ember what  they  say  about  being  careful  of  what  you  wish 
for.  We're  pretty  close  to  that  glacier." 

I  nodded  but  didn't  quite  understand.  It  seemed  to  me 
that  we  weren't  close  to  anything  at  all. 

Lunch  was  grilled  chicken  breasts  with  a  sauce  made  from 
fresh  Alaskan  blueberries,  a  tossed  salad  of  greens  grown  in 
an  Anchorage  garden,  French  bread  and  chocolate  brownies 
for  dessert.  We  had  wine  but  it  was  too  cold  to  drink  it  so  we 
drank  hot,  sweet  tea  instead.  I  asked  myself  if  this  qualified 
as  "roughing  it,"  and  considered  the  possibility  that  I  might 
be  getting  soft.  Then  I  had  another  brownie. 
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The  scale  of things  is  the  last  thing  you 
get  used  to  in  Alaska^  if  you  ever  do. 


We  were  staring  at  the  sky  and  the  great  mute  face  of  the 
glacier  when  a  ramble,  much  louder  than  any  we  had  heard 
lefore,  started  from  what  sounded  like  someplace  deep 
vithin  the  ice.  Then,  as  we  watched,  a  slab  of  ice  the  size  of 
I  small  office  building  broke  from  the  glacier's  face  and 
iropped  into  the  sea. 

"How  about  that  one.  Dad?"  Hadley  said.  "Big  enough 
or  you?" 

"I  beheve  it  might  be,"  I  said,  staring  at  the  huge  chunk 
)t  ice  bobbing  on  the  water. 

Lori  didn't  say  anything.  She  was  running  for  the  plane. 

For  a  full  five  minutes,  the  waves  broke  against  our  little 
K-ach.  They  would  have  swamped  our  picnic  if  Hadley  had- 
I't  hastily  repacked  the  basket  and  done  worse,  possibly,  to 
he  airplane  if  Lori  hadn't  kept  it  from  going  broadside. 

When  the  waves  had  passed,  we  reloaded  the  plane  and 
;ixied  out  of  there. 


"They  get  bigger  than  that,"  Lori  said,  with  the  noncha- 
lance that  is  a  mandatory  ingredient  of  any  Alaskan's  per- 
sonality. 

"Nice  lunch,"  I  said  to  Hadley,  who  smiled  and  shook 
her  head. 

"Perfectly  lovely,"  she  said. 

Lori  ran  up  the  engine.  We  took  off  and  chmbed  out  of 
College  Fjord,  on  our  way  to  Kodiak. 

How  MANY  TIMES  HAD  I  SAID  IT,  OR  THOUGHT  IT?  YoU 

know,  I'd  like  to  go  to  Alaska  someday.  For  all  the  usual,  ob- 
vious reasons.  Alaska  is  the  frontier.  Only  half  a  million  peo- 
ple and  most  of  them  living  in  or  around  the  city  of 
Anchorage.  So  much  country,  so  much  of  it  still  wild,  in  a 
world  that  grows  irreversibly  smaller  and  tamer.  In  Montana, 
there  are  now  more  movie  stars  than  there  are  bears,  and  it 
was  necessary  to  import  wolves  to  Yellowstone  where  they 
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had  become  extinct.  Both  bears  and   This  salmon  took 
wolves  need  the  protection  of  the  law   a  fly  before  it  could 
to  survive  in  Montana.  In  Alaska,  get  to  the  pool 
they're  doing  just  fine  on  their  own.      where  a  grizzly 

"Going  to  Alaska,"  however,  is  not  was fishing.  Like 
like  "going  to  Paris."  The  vastness  of  hundreds  of  rivers, 
Alaska  requires  a  different  approach,   this  one  was  acces- 
Different  thinking.  But  the  funda-   sible  only  by  plane. 
mentals  still  apply — especially  those  of 
time  and  distance.  If  you're  going  to  see  Alaska  you  need  a 
lot  of  time,  because  you're  going  to  have  to  travel  some  seri- 
ous distance.  The  best  way,  probably,  is  just  to  drop  out 
when  you're  in  your  twenties  and  head  north  until  you  hit 
Alaska.  Pan  for  gold,  do  a  little  bartending,  work  a  season  as 
a  hunting  guide,  learn  to  fly  an  airplane,  get  drunk  and  stay 
out  watching  the  northern  lights  until  your  face  is  frostbit- 
ten. Then  come  on  home. .  .or  maybe  not.  Several  friends  did 
this,  and  I  have  always  envied  their  wise  career  choice. 

But  most  of  us  missed  that  chance,  and  for  us,  it's  now 
impossible  to  carve  out  a  year  or  two — even  a  month  or  two. 
A  week  or  two  is  no  cinch,  but  it  can  be  done. 

But  what  can  you  do  with  a  week  or  two? 

By  the  logic  of  time  and  distance,  along  with  the  realities 
of  Alaska,  you  get  down  to  two  alternatives:  go  to  one  lodge 
or  hiking  area  and  see  a  lot  of  one  part  of  Alaska,  or  go  the 
cruise  route  and  see  a  fair  piece  of  the  place — though  in  a 
group,  and  under  fairly  civilized  circumstances. 

The  answer  to  my  question  of  how  to  see  a  lot  of  Alaska 


We  were  standing 
on  a  gravel  bar, 
downwind from  a 
feeding  grizzly. 

— including  the  backcountry — in  a  fairly  short  time  came  in 
the  form  of  a  brochure  from  an  outfit  that  called  itself  Skj 
Trekking  Alaska.  This  company  was,  in  reality,  one  pilot  and 
two  airplanes.  The  pilot,  Lori  Egge,  had  been  flying  in 
Alaska  for  i6  years,  mostly  fish-spotting  for  the  herring 
boats.  This  is  hard,  even  dangerous  work,  and  since  the  pi- 
lots tend  to  follow  the  boats,  they  see  a  lot  of  Alaska  ano 
meet  a  lot  of  people.  Egge  had  been  everywhere  in  Alaska 
and  knew  a  lot  of  folks — guides,  lodge  owners,  restaurani 
owners.  That  network  became  the  basis  for  her  new  business 
The  idea  was  simple  enough:  tell  her  what  you  wanted  in  ar 
Alaskan  vacation,  and  she  would  put  the  pieces  together. 

After  an  initial  phone  call,  I  faxed  her  my  wish  list, 
would  be  bringing  my  15-year-old  daughter,  I  told  her,  anc 
we  would  like  to:  hike  around  on  a  glacier,  do  some  ses 
kayaking,  visit  a  fishing  village  and  spend  a  day  on  one  o) 
those  rivers  full  of  spawning  salmon  where  the  bears  and  ea- 
gles come  to  feed. 

We  exchanged  several  faxes.  Lori  would  make  sugges- 
tions, and  the  difficult  part  was  deciding  what  we  didn't  wanl 
to  do.  But  by  early  summer,  we  had  a  plan.  In  her  final  fax, 
Lori  told  us  we  would  be  limited  to  25  pounds  of  gear  each, 
to  keep  the  load  in  the  plane  as  light  as  possible.  Packing,  lik^ 
planning,  came  down  to  choosing  what  to  exclude. 

Traveling  light,  then,  we  had  already  covereg 
a  lot  of  Alaska  in  Lori's  Cessna  185  by  the  time  we  had  oui 
lunch  at  Harvard  Glacier.  We  had  spent  a  night  at  the  old 
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;eitling's  new  mechanical  super- 
ironograph  displays  exceptional 
yling  refinement  for  a  wrist 
strument  of  such  technical  cha- 
cter.  Its  sweepitLg  lines  and 
elusive  design  features  express 
e  spirit  of  luxury  built  in  to  the 
andly  conceived  Crosswind. 


Designed  to  meet  the  stringent 
requirements  of  air  navigation,  the 
Crosswind  chronograph  measures 
and  records  times  to  a  maximum  of 
12  hours,  including  intermediate 
and  cumulative  times,  with  l/5th 
second  precision. 

The  Crosswind  is  available  in  steel, 
with  twin-metal  finish  or  in  solid 
18  K  gold,  fitted  with  a  leather  strap 
or  a  Pilot  bracelet. 


U.S.  AIR  FORCE 
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RADITIONAL  JEWELERS 

Fashion  Island 
Newport  Beach,  California  92660 
Tel:  (714)  721-9010 
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We  were  having  a  wonderful  time  on  just 

Impounds  of  gear. 


Kodiak  Island  on 
horseback.  Not  the 
recommended  way 
of  getting  around 
Alaska,  but fun  at 
the  end  of  the  day. 


Kennicott  copper  mine  and,  wearing 
crampons,  had  hiked  around  on  the 
Root  glacier.  We  even  went  under  the 
glacier,  in  a  cave,  and  peered  up  at  the 
large  boulders  suspended  in  the  ice. 
(Hadley  gave  this  her  "awesome"  rat- 
ing.) We  had  looked  around  the  old 
mining  town  of  McCarthy,  where  some  50  people  now  live 
full-time.  The  old  brothel  is  still  standing,  and  when  you 
walk  the  streets,  you  feel  the  ghost  of  Robert  Service  whis- 
pering to  you.  (Whitehorse  and  Dawson  are  on  the  other 
side  of  the  border  with  Canada — not  that  far  away  as  they 
count  distance  up  here.)  We  had  flown  over  the  seemingly 
endless  Bagley  Ice  Field.  It  is,  you  think,  a  kind  of  high-lat- 
itude desert,  a  frozen  Sahara.  We  had  kayaked  around  a  bay 
with  sea  otters  coming  in  close  to  investigate  us.  We  had 
shared  a  trail  with  a  small  black  bear.  We'd  eaten  fresh  king 
salmon  at  the  Reluctant  Fisherman  in  Cordova,  looking  out 
at  the  harbor  and  the  boats  leaving  for  the  opening  of  a  new 
season  at  midnight.  (The  fish  was  fresh  and  perfectly 
cooked.)  We  had  seen  moose,  sheep,  deer  and  caribou.  We 
had  stopped  at  a  little  cove  in  Prince  William  Sound  where 
a  man — one  of  those  solitaries  who  are  so  wonderfully  at 
home  in  Alaska  and  probably  nowhere  else — was  farming 
oysters,  which  he  sold  to  the  cruise  ships  and  to  the  Oyster 
Bar  in  Grand  Central  Station.  Lori  had  brought  him  a  cherry 
pie  as  a  gift,  and  he  seemed  to  welcome  a  little  company.  He 
told  us  some  bear  stories  (the  traditional  form  of  Alaska 
small  talk)  and  pulled  some  baskets  from  the  cold,  transpar- 
ent green  water.  The  baskets  were  full  of  oysters,  which  he 
opened  with  his  pocket  knife.  They  were  cold  and  firm  and 
salt}',  with  the  strong  but  clean  taste  of  all  those  things  that 
are  carried  on  the  tides.  Hadley,  who  Hkes  oysters,  said  she 
had  never  tasted  better. 

"Four  bucks  a  piece  in  New  York,"  I  told  her. 


"Then  I'd  better  have  another."  She  likes  a  bargain. 

All  that  was  behind  us  when  we  flew  out  of  CoUeg 
Fjord.  And... we  were  having  a  wonderful  time  on  just  2 
pounds  of  gear.  The  country  was  stupefyingly  vast  and  ma 
jestic,  and  we  had  seen  a  lot  of  it  in  three  days.  Also,  we  ha( 
met  a  lot  of  people,  all  of  whom  had  stories.  The  best  0 
them  might  have  been  our  pilot,  Lori.  She  was  a  capable  anc 
confident  pilot — which  satisfied  the  minimum  require 
ment — and  also  a  good  companion  and  guide.  Moreover 
she  was  willing  to  treat  a  15-year-old  girl  with  respect  and  tc 
show  her  around  the  airplane  and  talk  to  her  about  her  life 
I  liked  watching  them  together.  From  time  to  time,  I  ever 
felt  a  little  left  out  and  wondered  what  I  had  to  do  to  ge 
them  to  treat  me  like  one  of  the  girls. 

From  College  Fjord,  it  was  a  long,  rough  flighi 
out  to  Kodiak  Island  and  Raspberry  Island  Remote  Camps 
owned  by  Lee  and  Cilia  Robbins.  But  it  turned  out  to  be  th( 
highest  point  in  a  trip  where  nothing  was  low.  The  gooc 
things  included:  riding  horses  through  the  spruces  with  the 
Robbins  twins,  Heather  and  Amber.  Soaking  in  the  hot  tul 
at  midnight,  under  a  huge  black  sky  full  of  precise  whit( 
stars.  Kayaking  the  bay  where  the  sea  otters  were  so  curiou; 
and  unafraid  that  one  actually  collided  with  a  boat;  where 
we  watched  a  fox  patrol  the  beach  and  an  eagle  slowly  de 
vour  a  freshly  caught  salmon;  and  where  Lee  showec 
Hadley  how  to  find  Inuit  artifacts.  He  knew,  it  seemed,  ev- 
erything about  Alaska.  He  was  a  lodge  owner,  pilot  anc 
hunting  guide.  He  would  have  made  a  great  scoutmaster 
too.  Running  a  good  lodge  depends  on  personality.  He  anc 
Cilia  were  perfect  for  it. 

We  had  saved  the  best  (potentially)  for  last,  and  after  ar 
early  morning  of  kayaking,  we  flew  out  of  camp  and  acros: 
Shelikof  Strait  to  the  Katmai  National  Park,  where  we  hopec 
to  find  a  river  fiiU  of  salmon  and  some  feeding  grizzly  bears 

We  could  see  fish  in  the  first  two  rivers  we  flew  over.  Bui 
no  bears.  Then,  at  a  bend  in  the  third  river,  Hadley,  who  hac 
the  best  eyes  among  us,  said,  "There's  a  bear.  And  anothei 
one.  Wow. .  .four  bears." 

We  landed  at  the  mouth  of  that  river.  Hadley  and  I  fished 


Alaska  By  Air 


Besides  custom  air  tours, 
Sky  Trekking  Alaska  also 
offers  package  toiirs,  from 
one  to  13  days.  Priced  from 
$400  to  $6,750  per  person, 


including  food,  lodging, 
equipment  and  travel. 
CaU  800-770-4966;  phone/ 
fax:  907-373-4966; 
e-mail:  skytrekl@aol.coin 
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You've  always  heard  owning  a  Mercedes  made  a  statement.  (Even  though 
you  bought  the  car  entirely  for  the  engineering,  of  course.)  Well,  now  you  can 
make  another  one.  With  these  handsome  leather  designs  made  exclusively 
'  ^  for  Mercedes-Benz  by  Bally  of  Switzerland.  What  kind  of  statement  could 
this  make?  My  other  Mercedes  is  a  handbag,  comes  to  mind.  Hmmm. 
Sounds  like  there's  an  idea  for  a  bumper  sticker  in  there  somewhere. 


An    unfamiliar  ciiy. 


An   alien    work  culture 


No   personal  secretary. 


Looks  like 


YOU'RE     IN     IT    NECK  DEEP. 


Vbu  travel  with  a  purpose  and  we  appreciate  that.  At  Oberoi  Hotels  we  speak  your  language. 
The  universal  language  of  professionalism.  So  take  a  deep  breath  and  phuige  into  your  schedule. 
You  will  be  surprised  at  how  refreshing  the  deep  end  can  be. 


Ohemi  'hotels 

Where  the  pace  is  yours  to  set,  and  ours  to  keep. 


AUSTRALIA*  EGYPT'  INOIA  •  INDONESIA  •  SAL'DI  ARABIA  •  SRI  LANKA 
Resei  vatioiib  through  your  travel  agent  or  call  The  Oberoi  Reservation  Service.  USA;  800-5-OBEROI  toll  free;  or  for  hotels  in 
Melbourne.  Cairo.  Bali,  Lombok.  Mumbai.  New  Delhi,  Calcutta,  Bangalore.  'TMqeadin^Hotelsofth^VA>rid  .  USA  :  800-223-6800  toll  free. 


Lintas  Ohi  Corp  60  2517 
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ust  below  a  pool  where  a  large,  cinnamon-colored  bear 
A^ould  periodically  hurl  himself  into  the  river  and  emerge, 
mt  of  the  spray,  with  a  salmon  in  his  teeth. 

Hadley  worked  the  pool  and  caught  her  first  salmon  on  a 
Iv  rod.  The  sky  was  blue  and  the  sun  was  up.  We  were 
^randing  on  a  gravel  bar,  downwind  from  a  feeding  grizzly, 
:asting  into  a  river  fiill  of  spawning  sockeye  salmon. 

"Isn't  this  wonderful,  Dad?"  Hadley  said.  She  was,  I 
thought,  too  young  to  realize  it  was  a  lot  better  than  that. 

We  fished  for  a  couple  of  hours,  then  had  lunch 
It  a  beach  out  in  the  bay  where  the  scent  from  our  food 
would  be  less  likely  to  attract  bears.  Hadley  wandered  the 
beach  and  found  a  large  green  stone  that  she  thought  might 
be  jade.  Lee  would  know,  she  said.  She'd  ask  him  when  we 
^ot  back. 

We  flew  to  another  river  and  when  we  taxied  to  the  pool 
we  wanted  to  fish,  a  bear  emerged  from  the  water.  At  first, 
only  his  head  showed,  and  we  weren't  sure  what  it  was. 
Gradually  his  shoulders,  back  and  haunches  came  out  of  the 
water  and  removed  all  doubt. 

"That  is  a  l>ig  bear,"  Lori  said. 

We  watched  the  alders  while  we  fished,  and  we  thought 
we  heard  him  moving  around  and  even  woofing  and  grunt- 
ing upstream  from  where  we  were  fishing.  When  we  had  fi- 
nally quit  for  the  day,  and  were  walking  back  to  the  plane, 
1  ladley  looked  up  at  a  patch  of  ground  covered  in  waist-high 
(<rass.  The  bear  stood  up,  25  steps  away,  and  looked  at  her — 
and  then,  before  she  could  get  my  attention,  dropped  back 
into  the  grass  and  was  gone. 

She  had  a  story,  along  with  her  jade,  for  Lee  when  we  got 
back  to  the  lodge. 


Lori  made  a  difficult  landing  in  a  strong  wind.  Hadley 
went  horseback  riding  with  the  twins  and  soaked  in  the  hot 
tub  and  told  the  story  of  her  salmon  and  the  bear  that  rose 
out  of  the  grass,  25  feet  from  her,  to  Lee,  who  listened  ap- 
preciatively. We  ate  fresh  salmon  for  dinner  with  salmon- 
berry  pie  for  desert. 

When  we  left  in  the  morning,  it  was  like  saying  good-bye 
to  friends. 

We  had  done  everything  we  had  hoped  to  do  and  seen 
most  of  what  we  wanted  to  see. 

"Except,"  Hadley  said,  "a  walrus,  a  polar  bear,  the  aurora 
and  a  whale." 

"Wrong  season  for  the  northern  lights,"  Lori  said.  "And 
too  far  south  for  walrus  and  polar  bears.  But  you've  still  got 
a  shot  at  a  whale." 

And  maybe  we  were  living  right,  because  on  the  way  back 
to  the  mainland  we  flew  over  a  pod  of  humpbacks. 

"I  just  can't  believe  it,"  Hadley  said  as  Lori  took  us  around 
for  a  second,  lower  pass  and  a  closer  look. 

We  landed  on  a  lake  next  to  Anchorage  International  and 
had  coffee  in  our  hotel  before  Lori  flew  back  home  to  get 
ready  for  her  next  clients.  It  was  a  sad  parting.  We  had  got- 
ten used  to  each  other's  company,  flying  low  over  the  great 
empty  spaces,  looking  for  wildlife  and  listening  to  music  over 
the  headphones,  usually  the  Eagles,  appropriately  enough. 
We  had  seen  and  done  a  lot  more  of  Alaska  than  you  would 
have  thought  possible  in  five  days.  It  was  one  of  those  trips 
that  turn  out  better  than  you'd  hoped,  and  that — even  after 
you've  been  home  for  a  while  and  are  getting  on  with  your 
life — seems  to  go  on  and  on. 

We're  still  talking  about  it,  Hadley  and  I,  and  I  doubt  we 
will  ever  stop.  • 
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More  than  25  years  ago  the  Hancock  Tower 

began  rising  out  of  the  center  of  downtown  Boston. 
And  for  one  summer  of  its  construction,  a  kid 

from  the  suburbs  grew  up  with  it 
BY  ROLAND  MERULLO 


the  summer  after  my  senior  year  in  high  schoejl,  I  worked  as  part  of  the  crew  that  was 
putting  up  Boston's  ill-fated  J^mHancd^Tower.  I.M.  Pel's  s^^ng,  blue-glass 


building — at  62  stories  it  is  the  city's  tallest,  even  today — ^was  about  midway  through 


its  extremely  troubled  birth  when  I  signed  on  in  June.  It  was  not  exactiy  a  construc- 


tion job,  not  even  work,  in  the  strictest  sense.  Truer  to  say,  I  knew  somebody  who 


knew  somebody,  who  arranged  for  me  to  get  a  paycheck  for  sitting  in  the 


constmction  trailer  in  Copley  Square  five  days  a  week,  doing  the  occasional  odd  job. 


ILLUSTRATIONS    BY    JOE  CIARDIELLO 
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At  first  1  felt  uncomfortable  there, 
and  somewhat  guilty.  Dressed  in  steel- 
toed  workboots  and  Dickey  construc- 
tion shirt  and  pants,  I  was  a  kind  of 
imposter  on  the  construction  site,  a 
naive  Exeter  graduate  with  clear  skin 
and  soft  hands  surrounded  by  hard- 
drinking,  hard-living  ironworkers — 
a  kid  among  men.  There  was  a  plain 
metal  desk  in  the  trailer,  at  which  I  sat 
from  eight  to  four-thirty,  doodling,  fid- 
geting, killing  time.  The  boss,  Alex, 
had  an  office  at  one  end  of  our  hot  lit- 


50th  story  by  then.  The  concrete  floors 
had  been  poured  but  there  were  no 
walls,  nothing  in  the  stairwells  and  ele- 
vator shafts  but  air  and,  for  the  inatten- 
tive, trouble.  In  my  boots  and  hard  hat 
I  followed  the  engineers  from  place  to 
place,  standing  idly  by  as  they  pored 
over  plans,  took  measurements  or  ar- 
gued a  point  with  the  foreman  while 
stiff  winds  whipped  across  the  work- 
space, and  rivet-guns  rattled,  and  ant- 
sized  yellow  taxis  crept 
along  beside  the  doors  of 


passed  in  repetitive  work,  an  uncertm 
future  looming — reminded  him  d 
himself,  or  perhaps  there  simpl 
were  no  better  conversational  oprionj 
Whatever  the  reason,  he  did  what  hj 
could  to  ease  my  tedium,  providini 
sketchy  accounts  of  his  Combat  Zon 
debacles,  asking  now  and  then  aboii 
my  love  life  or  my  schooling.  "There 
a  copy  of  the  Mar-kee  there  in  you 
desk  drawer,"  he  said  once,  when  h; 
came  into  the  trailer  and  found  m 


The  men  around 
me  were  walking 
on  beams — the 
least  I  could  do 
was  keep  the  fear 
out  of  my  face. 


tie  tin  box,  and  the  bookkeeper,  Rico, 
had  his  office — doorless — at  the  other. 
Between  them  in  the  trailer's  torso  were 
two  desks,  a  window  looking  out  on 
Saint  James  Street,  a  quiet  clutter  of 
blueprints,  hard  hats  and  suede  gloves. 
This  territory  belonged  to  the  two 
main  engineers  on  the  job — Nelson 
and  Bird — and  to  me. 

My  days  were  a  blend  of  dread  and 
boredom.  For  hours  at  a  time  there 
would  be  nothing  at  all  to  do,  or  noth- 
ing but  make-work — ^walking  down  to 
Flash's  Deli  at  noon  to  buy  sandwiches 
for  Alex  and  Bird,  sorting  paychecks 
into  envelopes,  tallying  up  columns  of 
figures  for  Rico  or  one  of  the  engineers. 
And  then,  in  the  afternoon  usually. 
Bird  or  Nelson  would  bang  into  the 
trailer  and  ask  if  I  didn't  want  to  ac- 
company them  "Upstairs." 

We'd  crowd  into  the  rickety  con- 
struction elevator,  its  walls  only  ply- 
wood and  chain-link,  and  stare  out  over 
the  city  as  a  system  of  cables  carried  us 
up  and  up.  Work  had  gone  beyond  the 


Trinity  Church,  800  feet  below.  From 
the  moment  I  heard  the  word  "upstairs" 
to  the  moment  the  elevator  brought  us 
back  down  to  ground  level,  my  chest 
would  be  fluttering,  my  eyes  flickering, 
my  world  a  suddenly  unpredictable  and 
slightly  swaying  place.  I  did  my  best  not 
to  show  any  of  this,  of  course.  The  men 
around  me  were  walking  on  beams — 
something  I  was  never  asked  to  try — 
sweating,  cursing,  actually  working  for 
their  money.  The  least  I  could  do  was 
keep  the  fear  out  of  my  face. 

Despite  their  shared  occupation. 
Bird  and  Nelson  were  totally  different 
types:  the  former  straight-laced,  smart 
and  young;  Nelson  toothless,  drunk 
some  of  the  time,  lurching  toward  re- 
tirement, and  fond,  as  were  many  of 
the  crew,  of  killing  six-packs  in  the 
evenings,  or  whoring  in  the  Combat 
Zone.  Bird  provided  an  orientation  to 
the  jobsite,  my  first  lessons,  but,  as  the 
summer  wore  on,  it  was  Nelson  who 
spent  more  time  with  me.  Perhaps 
something  in  my  predicament — hours 


my  tin-wallei 
boredom.  "Check  i 
out,  why  don't  you.  Pass  the  time." 

The  Mar-kee,  it  turned  out,  was  T16| 
Marquis  de  Sade,  a  thick,  well-thumbet 
copy  of  which  Nelson  kept  in  the  des! 
and  referred  to  from  time  to  time  whei 
faced  with  a  particularly  thorny  cam 
tilever  calculation.  There  were  somt 
pornographic  cartoons  in  the  drawer,  ai 
well — 20  or  30  Xeroxed  copies  of  page] 
from  the  raunchier  skin  mags — anc 
Nelson  recommended  them  to  me  af 
fectionately,  the  way  a  thesis  adviso' 
might  recommend  outside  reading. 

In  the  late  afternoons  he'd  taki 
me  Upstairs.  Together  we'd  check  thi 
corners  for  accuracy.  Nelson  at  hi 
surveyor's  transit,  me  acting  the  par 
of  "rod-man,"  holding  a  seven-foo; 
gradated  pole  to  the  floor  so  Nelsoi 
could  take  a  reading.  We  worked  11 
the  high  40s  and  50s,  mostly,  whili 
four-by-eight-foot  panes  of  plat* 
glass  were  being  blown  out  of  th< 
lower  stories  and  smashing  in  pieces 
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OPTIONS 


Inter- Continental  is  tke  only  kotel  company  tkat  1  ets 
you  decide  kow  to  kest  spend  your  leisure  time.  Because 
tkis  summer  in  Europe  and  tkrougkout  tke  world,  only  Inter-Continental  offers  you  Options. 
You'll  enjoy  exceptional  rates  tkat  include  a  guest  room  for  two,  all  taxes  and  service  ckarges, 
mileage  awards  witk  participating  airknes  plus  your  ckoice  of  one  of  tkese  value-added  Options. 
4  Upgrade  to  Club  Inter-Continental  Room  Or  Junior  Suite 

4  Additional  Guest  Room  at  Half-Price 
4  Double  Airline  Mileage  Awards  witk  Participating  Airlines 
«  Full  American  Breakfast  for  Tsvo  Daily 
Contact  your  travel  agent,  our  internet  site,  or  call  toll-free 
800-327-0200  and  ask  for  our  Summer  Options. 

One  World.  One  Hotel. 
Uniquely  Inter-Continental. 

M 

INTER-CONTINENTAL. 

HOTELS  AND  RESORTS 

Europe  •  Americas  •  Asia  Pacific  •  Middle  East  •  Africa 
www.interconti.com 


OPTIONS 


® 


Inter-Continental  Hotels  and  Resorts 


AMSTERDAM,  THE  NETHERLANDS 
ATHENS,  GREECE 


From  * 

$299 


LONDON,  ENGLAND 
LUXEMBOURG 
MADRID,  SPAIN 
MONTREUX,  SWITZERLAND 
MOSCOW,  RUSSIA 
PARIS,  FRANCE 
PORTOROZ,  SLOVENLY 


From* 

$309 
1127 
^120 
^15 


BARCELONA,  SPAIN 
BELGRADE,  YUGOSLAVIA 
BERLIN,  GERMANY 
BRUSSELS,  BELGIUM 
BUCHAREST,  ROMANIA 
BUDAPEST,  HUNGARY 
CANNES,  FRANCE 
EDINBURGH,  SCOTLAND 
FRANKFURT,  GERMANY 
GENEVA,  SWITZERLAND 
THE  HAGUE,  NETHERLANDS 
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$\4b 


$151 


PRAGUE,  THE  CZECH  REPUBUC 
ROME,  ITALY 
STUTTGART,  GERMANY 
TASHKENT,  UZBEKISTAN 
VIENNA,  AUSTRIA 
WARSAW,  POLAND 
ZAGREB,  CROATIA 
ZURICH,  SWITZERLAND 


$m 


$152 


HAMBURG,  GERMANY 
HELSINKI,  FINLAND 
ISTANBUL,  TURKEY 
LEIPZIG,  GERMANY 
USBON,  PORTUGAL 
LJUBLJANA,  SLOVENIA 


Forum  Hotels  &  Resorts 


AMSTERDAM,  THE  NETHERLANDS 

BERLIN,  GERMANY 

BRATISLAVA,  THE  SLOVAK  REPUBUC 

CRACOW,  POLAND 

FRANKFURT,  GERMANY 

HAMBURG,  GERMANY 

HANNOVER,  GERMANY 

LONDON,  ENGLAND 

MUNICH,  GERMANY 

NICOSIA,  CYPRUS 

PORTOROZ,  SLOVENIA 

PRAGUE,  THE  CZECH  REPUBUC 

WARSAW,  POLAND 


Global  Partner  Hotels  &  Resorts 


ANTALYA,  TURKEY 
ANTWERP,  BELGIUM 
BALLYCONNELL,  IRELAND 
CRETE,  GREECE 
DUBLIN,  IRELAND 
GIBRALTER 
HARDELOT,  FRANCE 
LYON,  FRANCE 
MADEIRA,  PORTUGAL 
MARBELLA,  SPAIN 
MUNICH,  GERMANY 
ST.  ANDREWS,  SCOTLAND 


For  reservations,  contact  your  travel  agent,  our  internet  site  or  call  toll-free  800-327-0200. 

AsL  for  our  Summer  Options. 

SABRE:  Y/HHL/ICQ/SUMMER,  APOLLO:  HODIC/SUMMER,  GALILEO:  HODIC/SUMMER,  AMADEUS:  GGHTLICSUMMER,  WORLDSPAN:  G/HTL/lCQ/SUMl 

0 

INTERrCONTlNENTAL. 

HOTELS  AND  RESORTS 
www.interconti.com 

Summer  Opiions  are  also  available  at  Inter-Continental  Hotels  in  NortK  America,  Latin  America,  Asia  Pacific,  MiJtlle  East  and  Africa 

*Rates  are  singie  or  double  occupancy  valid  June  16  through  September  1.  I'>''7  uml  may  van  by  dale  of  arrival.  Advance  reservations  required.  Limited  numbei 
of  rooms  available  in  this  promotion.  Room  availability  varies  by  dale  anil  hold.  S«t  available  to  givups  or  with  any  other  promotional  offer  Rate  does  not  inclua 
travel.  Opiions  an-  snhjcct  to  availability.  If  an  Option  is  not  available  upon  ihcl-^ni.  <i  suhslilutr  will  be  offered.  Rates  guaranteed  in  US  dollars.  Currency  exchat 

rale  on  credit  curd  charges  is  not  guaranteed  after  check-out. 


nong  the  pedestrians  below. 
Rod-man  was  a  profession  both 
nple  and  demanding.  It  entailed 
liking  the  rod  to  the  very  edge  of  the 
lilding,  nothing  between  me  and  the 
\  but  a  single  strand  of  safety  cable  set 
waist  height.  I  was  required  to  stand 
^rfectly  still  there,  holding  the  rod 
;rfectly  upright.  And  I  did  that.  Only 
ice  did  I  balk  at  an  assignment.  There 
as  a  particularly  tricky 
)rner  on  the  53rd 
lor,  a  triangu- 
r  section  of 
mcrete  and 


how,  smashing  a  hand  or  a  foot,  losing 
concentration  for  an  instant  and  fall- 
ing— through  the  center  of  the  building 
much  more  often  than  over  the  side.  In 
his  youth,  our  boss  Alex  had  fallen  ten 
stories  down  an  elevator  shaft,  landing 
on  his  heels  and  shattering  every  bone 
from  the  soles  of  his  feet  to  his  hips. 

A  week  after  the  stairwell  accident, 
a  two-ton  concrete  slab  fell  on  an  en- 
gineer at  another  job  just  a  few  blocks 
down  the  street,  and  crushed  him  to 
death.  The  crane  had  been  im- 
rly  braced,  had  started  to 
.  There  had  been  enough 


sentimental  respect.  The  ironworkers 
were  familiar  with  death  and  injury. 
Many  of  the  men  drank  and  whored  so 
as  not  to  have  to  think  about  it,  and  col- 
lected their  large  paychecks  partly  in 
compensation  for  having  to  labor  in 
immediate  proximity  to  things  most 
people  could  easily  ignore. 

Toward  the  end  of  summer,  the 
crew  settled  back  into  their  normal 
routine.  One  of  the  ironworkers  had  a 
side  job  as  a  bookie,  and  would  come 
into  the  trailer  on  coffee  break  to  copv 
down  numbers,  collect  or  pay  out  small 
sums  of  money,  or  kill  time  with  Rico, 


I  was  given  two 
sheets  of  paper  and 
use  of  the  office 
typewriter,  and 
^^A^ithin  an  hour  I 
handed  over  three 
paragraphs  of  high  praise. 


"^ss*  •       iron  that  cantilevered  out 

i)iid  the  safety  cable  and  sloped 
)wn  several  inches.  "Step  out  there 
id  give  me  a  read,"  Nelson  said,  all  lips 
id  gums  and  watery  sad  eyes. 

I  looked  out  beyond  the  wire,  looked 
ick  at  him.  "Do  you  want  me  to?" 

He  paused,  cut  off  a  small  smile. 
^;ih,  let  me  get  it."  He  took  the  rod  and, 
ith  a  blood-alcohol  level  somewhere 
T  in  the  .2  range,  climbed  over  the 
ibic,  stepped  out  onto  the  bare,  wind- 
own  corner,  and  stood  there  calmly 
\'ing  me  instructions  on  how  to  focus 
!L  transit  lens  and  take  readings. 

Near  the  beginning  of  August,  one 
I  the  ironworkers  fell  several  stories — 
>wn  a  stairwell — and  broke  an  arm 
ul  ribs.  Rico  told  me  almost  no  one 
( >rked  on  the  iron  for  more  than  eight 
r  ten  years  without  slipping  up  some- 


time for  the  workers  to  flee,  but  the 
engineer  had  run  back  to  save  his  tran- 
sit and  ended  up  losing  his  life.  The 
man  was,  it  turned  out,  from  my  own 
town,  and  I  remember  riding  home  on 
the  subway  that  afternoon  wondering 
whether  it  was  machismo  that  had 
killed  him,  or  his  attachment  to  an  ex- 
pensive tool,  or  just  a  sense  of  invinci- 
bility, or  just  fate.  I  thought  about  him 
and  his  family,  about  the  thin  invisible 
barrier  that  stood  between  life  and 
death,  and  the  way  different  people 
dealt  with  that.  I  was  17,  and  it  all 
seemed  fairly  distant,  someone  else's 
concern.  Still,  my  time  Upstairs  and 
the  events  of  that  week  had  stripped 
me  of  one  layer  of  the  protective  fdm 
17-year-olds  come  wrapped  in. 

On  the  job  site,  these  dual  tragedies 
were  treated  with  a  kind  of  stern,  un- 


who  went  on  grinding  out  the  pay- 
checks week  after  week.  Unlike  the 
other  men  I  had  dealings  with,  Rico 
was  married,  and  would  talk  about  his 
wife  with  some  affection.  He  visited 
the  Combat  Zone  with  the  rest  of  the 
gang,  but  told  me  in  private  that  he 
drew  a  different  line  between  what  he 
would  and  would  not  do  there.  Once,  I 
was  charged  with  the  duty  of  driving 
out  into  the  suburbs  to  deliver  a  parcel 
to  his  wife.  I  don't  remember  what  the 
box  contained,  or  why  she  had  to  re- 
ceive it  before  the  end  of  the  day,  but  I 
do  remember  feeling  strange  and  un- 
easy meeting  her,  what  with  all  the 
stories  Rico  had  told  me,  what  with  my 
virginal  notion  of  the  joys  and  obliga- 
tions of  marriage. 

In  the  last  week  of  my  tenure,  I  was 
called  upon  to  draft  a  letter  of  recom- 
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TAKE  BETTER  CONTROL  OF  YOUR  INVESTMENT  DECISIONS  W 


The  FORBES  Stock 
Market  Course 


Every  investor  should  own  The  Forbes  Stock 
Market  Course,  the  practical  handbook  that 
provides  the  goals  of  today's  smartest 
investors  —  and  the  strategies  they  use  to 
reach  them. 
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PARTIAL  LIST  OF  TOPICS 


How  to  choose  a  broker — Broker  commissions — How  to  place 
an  order  —  Sources  of  information  —  Market  patterns  (how  to 
chart  stock  market  movement)  —  Dollar-cost  averaging  — 
Buying  on  margin  —  How  to  read  the  tape  —  The  Dow  theory 
—  Indexes:  the  Dow,  the  Russell  2000,  the  Wilshire  5000  — 
Bonds  and  preferred  stocks  —  Derivatives  including  options  — 
How  to  read  a  company's  financial  statement  —  Mutual  funds. 


SPECIAL  BONUS  GIFTS 


Order  The  Course  today,  and  you'll  also  receive  two 
bonus  gifts:  7776  Forbes  80-Year  Wall  Chart  of  Busine 
Security  Trends,  plus  an  invaluable  Glossary  of  Investment » 

The  Course  describes  the  risk  level  of  various  investmeij 
helps  you  find  your  own  "comfort  level"  of  risk  and  rewari 
sample  portfoHos,  one  for  a  retirement  fund  and  one  \ 
funding  of  a  child's  education,  show  these  risk/reward  factors  at  w| 

How  much  time  do  you  want  to  spend  on  your  investments?  The  i 
describes  how  the  active  investor  attempts  to  beat  the  market  by  buyil 
and  selling  high  —  a  method  requiring  close  attention.  It  also  outhni 
the  passive  investor  buys  and  holds  stocks  to  allow  dividends  and  aj 
ation  to  produce  a  return.  Each  technique  is  fully  explained  in  thii 
tested  manual. 

The  Course  will  give  you  an  understanding  of  the  forces  that  drj 
market  up  and  down,  the  signs  that  let  you  see  what's  coming  a 
factors  affecting  the  prices  of  individual  stocks.  You  even  get  anj 
section  on  to  how  to  make  money  in  a  down  market. 

Written  in  simple,  concise  language,  The  Course  can  help  you  take' 
control  of  your  investment  decisions.  You  can  enjoy  it  as  a  straight 
through"  or  refer  to  the  individual  topics  as  you  need  them.  It  com 
handsome,  sturdy  binder,  with  sections  that  are  clearly  marked  anc 
than  enough  space  for  making  your  own  notes. 


ORDER  THE  COURSE  NOW 


You  can  own  The  Forbes  Stock  Market  Course  for  just  $89.50  —  I 
than  investment  courses  at  local  colleges,  which  cost  as  much  as 
or  more.  Order  yours  now.  Your  satisfaction  is  guaranteed:  If  you 
completely  satisfied,  we'll  refund  your  money,  no  questions  asked. 


Order  Form 
AND  Guarantee 
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(please  pnnt) 


Send  me  the  new  edition  of  The  Forbes  Stock  Market  Course 
The  FORBES  80-Year  Wall  Chart  of  Business  and  Security  Trends  ai 
Glossary  of  Investment  Terms  as  a  bonus.  My  check  for  $89.50  (or  crec 
information)  is  enclosed.  If  I'm  not  satisfied,  I  may  return  The  Course  wit 
days  and  receive  a  full  refund  or  credit. 


FOR  FASTER  SERVICE,  CALL  1-800-888-4525  ext 

□  Check  for  $89.50  enclosed*       Charge  my  credit  car 
□  Amex   □  MasterCard    "  Visa    :   Diners  Club 
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CITY 
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*BL]vers  111  New  York  City  add  8  1/4%  sales  tax-  other  NY,  CA,  and  !L  as  required  by  law. 

FORBES,  INC.,  60  Fifth  Avenue,  New  York,  NY  10011 


lendation  for  a  man  I  had  never  met, 
ne  of  the  ironworkers  who  were  so 
instantly  at  risk  800  feet  above  us. 
The  boss  needs  to  have  something  on 
iper  for  this  guy,"  Rico  told  me.  "He's 
!pplying  for  some  kind  of  a  position 
ith  the  head  company,  you  see,  this 
uy.  And  he  asked  the  boss  for  a  rec- 
llmmendation,  and  the  boss  isn't  that 
ne  with  words,  so  he  asked  me  to  ask 
ou  would  you  do  it." 
I  "But  I  don't  know  him,"  I  said.  "I 
'  on't  know  what  to  say.  What's  he  like?" 
,  "He's  a  good  guy.  You  know,  you've 
;en  him  around.  Billy.  Just  say  he's  a 
ood  guy,  add  a  tew  fancy  words,  and 
'U  be  fine." 

I  was  given  two  sheets  of  water- 
larked  paper  and  use  of  the  office 
■pewriter,  and  within  an  hour  or  so  I 
anded  over  three  paragraphs  of  high 
raise  for  Billy  and  his  work,  the  rec- 
mmendation  littered  with  two-dollar 
(irds,  the  prose  formal  and  billowing, 
^  if  Billy  had  been  an  angel  instead  of 
1  ironworker,  as  if  he  were  the  epit- 


ome of  masculine  perfection.  It  seemed 
a  harmless  enough  piece  of  dishonesty, 
the  least  I  could  do  in  return  for  having 
taken  up  space  in  the  trailer  all  sum- 
mer— and  having  been  paid  to  do  so. 

The  next  morning  Alex  called  me 
into  his  office.  Though  wise  in  the 
ways  of  interpreting  architectural  plans 
and  managing  his  ironworkers,  he  was 
a  crude  man,  built  like  a  block  of 
stone,  with  a  square  head  and  a  blunt 
little  nose  and  a  posture  more  suitable 
to  the  boxing  ring  than  to  ordinary 
civil  communication.  Over  the  course 
of  the  summer,  though  we'd  worked 
within  a  few  feet  of  each  other  most  of 
every  day,  he  had  not  sent  more  than  a 
word  or  two  in  my  direction,  and  who 
could  blame  him?  He  was  up  to  his 
neck  in  a  nightmare  of  a  project,  win- 
dows blowing  out,  lawsuits  being  filed 
over  the  flooded  basements  of  the 
nearby  hotels,  huge  penalties  about  to 
be  waged  on  the  company  for  every 
day  it  fell  behind  schedule.  No  doubt 
he  carried  the  weight  of  the  entire 


Hancock  Tower  on  his  shoulders,  on 
the  shattered  bones  of  his  legs. 

During  our  ten-week  acquaintance, 
I  had  not  seen  him  smile  nor  heard  him 
laugh.  He  was  not  laughing  or  smiling 
on  that  day,  but  there  was  a  twist  of 
something  different  in  his  black  eyes. 
He  held  the  recommendation  I'd  writ- 
ten in  his  hands,  and  he  spoke  in  a 
quiet,  conspiratorial  voice.  "This,"  he 
said,  fixing  his  eyes  on  me  like  steel  riv- 
ets. "You  wrote  this  yourself.  This  is 
unbelievable,  perfect.  This  is  what  ed- 
ucation's all  about." 

I  mumbled  something  I  hoped  was 
modest  and  stoic,  and  he  released  me 
back  to  the  wearisome  comfort  of  my 
desk.  There,  secretly  pleased,  I  passed 
the  last  few  days  of  the  summer  undis- 
turbed, then  went  Upstairs  a  final  time 
with  Nelson,  shook  hands  all  around, 
and  left  the  trailer  and  the  Hancock 
Tower  for  a  different  school.  • 

Roland  Merullo  is  a  novelist  and 
essayist  who  teaches  at  Bennington  College. 


Your  work  may  be  over, 
but  the  day  is  far  from  it. 


I  i 


There's  only  one  rule  at 
surfing  school:  you  're  never 
too  old  to  get  tubed,  dude 

FTER  SO  MANY  YEARS,  it  Seemed  an  odd  sensation  to  be 
floating  in  free-fall  again.  My  feet  were  lifting  off  the  board  in 
slow  motion,  a  kind  of  astronaut's  spacewalk.  I  was  8,000 
miles  from  home,  riding  a  two-story  wave  off  Fiji  in  the 
middle  of  the  Pacific  Ocean,  but  I  instinctively  remem- 
bered what  to  do. 

Rule  One:  quit  thinking  and  the  board  will  turn. 
And  it  did.  I  was  about  300  yards  down  the  line  now,  flying  on  moving  water, 
and  I  could  see  everything:  the  reef,  the  Tavarua  Island  Resort  boat  and  the  is- 
land off  in  the  distance.  Then  the  wave  opened  up  and  roared  ten  feet  over  my 
head,  dripping  fangs  of  foam,  and  slingshot  me  into  clean,  still  air. 
When  I  hit  the  water  it  was  Uke  bouncing  off  a  trampoline. 
Rule  Two:  roU  into  a  baU  covering  head  with 
hands  and  forearms.  Surface  in  the  same  position — 
the  board  is  sometimes  closer  than  you  think. 

I  did  a  quick  inventory  of  body  parts  (all  there), 
collected  the  board  and  called  it  a  day.  Something; 
about  an  afternoon  of  free-falling  makes  you  long 
for  the  hammock  and  a  cold  beer. 

Bcacb  Blanket  Bingo,  Gidget  Goes  Hawaiian, 
Barefoot  Adventure,  Big  Wednesday,  The  Endless 
Summer,  Surf  Nazis  Must  Die ... .  In  the  past  30 
years  or  more  since  I  first  started  surfing  as  a  kid 
in  Southern  California,  I've  seen  the  sport,  and  the 
level  of  my  own  participation  in  it,  wax  and  wane. 
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In  the  '60s  it  was  Girls  On  The 
Beach  starring  Leslie  Gore.  To- 
day it's  Al  Gore,  and  surfing's 
back  in  vogue. 

More  than  a  million  and  a  half 
Americans  now  surf.  Each  year 
they  buy  350,000  surfboards, 
510,000  wet  suits  and  fill  their 
four-by-fours — surfing's  new 
"woody" — with  all  the  trunks, 
wax,  leashes  and  T-shirts  that  go 
with  them.  A  wannabe  kahuna 
can  channel  surf  to  the  surfing 
channel  and  surf  the  Net  to  Web 
sites.  There  are  900-numbers, 
surf-report  fax  lines  and  beepers 
that  tip  surfers  off  to  hour-by- 
hour  wave  conditions. 

Nothing,  however,  has  sparked  the  current  interest  in  surf- 
ing more  than  the  return  of  the  longboard.  Today's  old- 
timers — 40-  to  50-year-olds — learned  on  longboards,  and 
that's  what  they're  returning  to. 

The  very  first  longboards,  some  weighing  more  than  150 
pounds,  were  being  used  in  Hawaii  hundreds  of  years  ago. 
They  weigh  less  now — from  15  to  30  pounds — but  they're  still 
two  to  three  feet  longer  than  the  hot  dog  boards  that  have 
been  popular  since  the  '70s.  The  fact  is  that  even  at  a  length 
of  about  nine  feet,  longboards  are  easier  to  learn  on  and  make 
for  more  gracefijl  movements  than  the  quick,  edgy  short- 
board.  In  other  words,  even  if  you  think  you're  over  the  hill, 
you  don't  have  to  look  like  a  grommet  (young  beginner),  or 
worse,  a  kook  (a  blundering  beginner,  from  the  Hawaiian  for 
crap,  ''kukae"). 

Most  people  buy  their  first  motorcycle  too  big  and  their 
first  surfboard  too  short.  Here's  a  tip  on  getting  the  feel  for 
your  new  longboard:  anchor  the  fm(s)  into  your  lawn,  or, 
preferably,  somebody  else's  lawn.  Lie  down  on  it,  placing  your 
feet  on  the  board,  not  over  the  sides  (rails).  You  should  fit 
comfortably  into  the  "rocker"  or  curve  of  the  board.  Practice 


Nutting  the  "goofy  a  gentle  hop  to  your  feet  all  s 
foot"  in  the  "rocker, "  once — going  to  your  knee 
San  Clemente.  first  puts  you  off  balance- 

Below:  Doctor  Dude  himself  right  foot  forward,  or  left  foe 
Dorian  Paskowitz.  (goofy  foot)  forward.  Yoij 

sweet  spot  wiU  be  somewhen 
between  the  middle  and  the  tail  of  the  board. 

That's  it.  Frankly,  surfing  is  not  all  that  hard  to  get  th 
hang  of.  Legend  has  it  that  even  J.  Paul  Getty  learned,  am 
once  said  that  his  happiest  days  were  spent  surfing  Malibu  i; 
his  youth.  Still,  it  never  hurts  to  go  to  school,  and  today  then 
are  as  many  styles  as  there  are  colors  of  credit  cards.  Belo\ 
are  a  few  of  the  places  I  can  vouch  for.  So  have  fun,  observ 
proper  wave  etiquette,  and  don't  be  a  kook  out  there. 

CLAN  OF  THE  WAVE  BEAR 

Meet  the  P  as  ko  witzes,  the  von  Trapp  family  of  surf 
ing.  Since  1972  Dr.  Dorian  Paskowitz  and  his  extended  fam 
ily  of  20  have  been  conducting  a  seven-day,  sleep-over  sur 
school,  the  Paskowitz  Surfing  Summer  Camp,  at  Sar 
Onofre  Beach.  Located  just  south  of  Richard  Nixon's  forme 
helicopter  pad  in  San  Clemente,  "San  O"  features  long,  gen 
tly  rolling  waves  that  make  it  easy  for  beginners  to  get  up  or 
their  feet.  In  the  unlikely  event  of  a  bad  water  landing,  it' 
comforting  to  know  that  your  instructor  doubles  as  a  medi 
cal  doctor.  He's  also  one  of  the  world's  great  storytellers,  anc 
his  wife,  Juliette,  a  former  diva,  will  serve  up  the  unexpectec 
aria  or  two. 

The  school  accepts  all  ages,  all  skill  levels,  all  sexes  and  is 
probably  the  friendliest  group  you'll  ever  get  wet  with.  The 
Paskowitz  kids — Moses,  Israel,  Jonathan,  David,  Abraham 
Adam,  Navah,  Joshua,  Salvador — are  a  virtual  party  wave  ol 
their  own  and  will  hang  with  you  for  $980  per  week.  The  price 
includes  aU  you  can  eat  three  times  a  day  and  camping  at  San 
Mateo  State  Park,  which  has  more-than-comfortable  facili- 
ties: hot  showers,  private  bathrooms  and  ranger  supervision. 
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Virgin's     Airport  Shuttle 


We  take  care  of  you  before  you  ever  step  foot  on  one  of  our  planes.  Because 
only  Upper  Class®  by  Virgin  Atlantic  Airways  offers  complimentary  chauffeured 
service  to  and  from  each  airport.  Your  trip  to  London  begins  when  our  private  ' 
sedan  picks  you  up  at  your  home  or  office.  Then,  after  enjoying  our  award- 
winning  Upper  Class,  you'll  be  greeted  by  a  Range  Rover  that  will  take  you  to  . 


your  ultimate  destination.  We  provide  the  same  service  upon  your  return. 


Wherever  you're  located,  you'll  be  surprised  by  the  lengths  to  which  we'll  go. 
And  remarkably,  Upper  Class  costs  no  more  than  a  business  class  ticket.  So  try  ' 
Virgin's  Upper  Class  and  you'll  find  that  even  when  you're  not  in  the  air,  you're 
still  under  our  wing.  For  more  information  and  reservations  call  your  travel 


agent  or  Virgin  Atlantic  at  800-862-8621. 


Did\bufenot(D 

•  Amway  is  the  largest  vitamin  and  mineral  supplement  manufacturer  in  the  world.* 

•  Amway  worldwide  sales  grew  over  $1  billion  last  year  to  $6.3  billion  at  estimated  retail. 

•  The  Amway  World  Headquarters  and  Manufacturing  Complex  in  Ada,  Michigan 
is  more  than  a  mile  long. 

•  More  than  2.5  million  independent  Amway  distributors  worldwide  market 
over  6,500  products. 


Now  you  know  a  little  about  Amway.  If  you'd  like  to  know  more, 
call  for  a  free  brochure  at  1-800-544-7167  or  visit  our 
website  at  http://www.amway.com. 


*lndependent  study  conducted  by  Nicholas  Hall,  based  on  1 994  sales. 


And  you  thought  you  knew  us. 

©  1 996  Amway  Corporation 


If  you  don't  care  to  camp  communally,  you  can  commute 
om  the  Ritz  Carlton  Laguna  Niguel,  just  ten  miles  up  the 
acific  Coast  Highway.  The  hotel  has  a  practice  beach  for 
itermediate  and  advanced  surfers  just  beyond  the  cigar  bar. 

The  Paskowitz  Surfing  Summer  Camp,  P.O.  Box ^22,  San 
'lemente,  CA  g26j4;  'J14-442-S001,  fax  yi4-44j-jgyg. 

PERSONAL  BEST 

i;.)ahu's  Hans  H  ed  em  ann  is  a  17-year  veteran  of  the  pro 
iirfmg  circuit.  During  that  time  he  met  a  lot  of  people  vi^ho 

■anted  to  learn  to  surf  or  improve  their  skills.  Some  tended  to 
;,e  picky,  and  insisted  on  being  far  from  the  madding  crowd, 
i  Vhich  is  how  Hedemann  became  one  of  the  first  resident 

irfmg  pros  at  a  hotel. 

Today,  Hans  doesn't  care  what  your  skill  level  is.  He 
caches  advanced  kahunas  as  well  as  beginners.  (Hollywood 
logul  Jeffrey  Katzenberg  showed  up  last  year  with  his  son.) 
le  personally  selects  surf  spots  depending  on  ability — and 
•larantees  surf.  "It  is  an  island,"  he  says. 

Hedemann's  "complete  beach  experience"  starts  at  $100  a 
I  ay  and  is  available  as  a  surf  clinic  package  at  the  Turtle  Bay 
iilton,  located  on  the  north  shore  of  Oahu;  at  the  Diamond 
[cad  Beach  Hotel  near  Diamond  Head;  and  also  from  the 
!ahala  Mandarin  Oriental  Hotel.  Or  he  will  come  to  you. 

s  your  call,  tubesteak. 

Hans  Hedemann  Suf  School:  SoS-^gi-jjjS, 
II  phone  SoS-jSj-yy/Syfax  8o8-g24-jjj8. 


curls  by  offshore  winds  over  an  80-degree  ocean.  Should  you 
somehow  become  bored  with  the  view,  it's  less  than  a  half- 
day  hike  along  the  empty  shore  cliffs  to  the  most  beautiful 
mangrove  swamp  this  side  of  the  Florida  Keys  to  fish  for  din- 
ner. Ole. 

Suf  Camp  San  Lazaro,  Magdalena  Island,  Baja,  Mexico. 
Eight  days/seven  nights,  $8gj.  Contact:  WaterWays  Travel, 
13145  Calif  a  St.,  Suite  i,  Van  Nuys,  CA  ^1411;  8oo-g28-jj5j,fax 
8i8-jy6-ojS3. 


THE  PACIFIC  WHIM 

For  a  relatively  small  place 
can  walk  the  entire  beach  in  15  minutes 
Tavarua,  off  Viti  Levu  in  Fiji,  has  one 
tation.  Once  you  beach  your  longb 
shore,  saronged,  smiling  surfers — employ 
ees  of  the  Tavania  Island  Resort — 
take  your  bags  and  board  while  you 

stroll  the  flower-lined  walk-  

way  to  your  hure,  a  two-person 
thatched  hut  with  tapa  cloth 
bed  covers  and  sUendy  turning 
ceiling  fans.  There  are  ham- 
mocks swaying  throughout 


I 


f  everybody  had  an 
ocean  across  the  U.SJl., 
you 'd  have  to  suf  here 
at  Tavarua,  off  Fiji.  No 
extra  charge  for  rainbows. 


SURFIN'  SAFARI 

F  YOU  ALREADY  KNOW  how  tO  SUrf 

ad  want  to  improve  the  groove,  head 
)uth  of  the  border  down  Mexico  way  to 
urf  Camp  San  Lazaro  on  Magdalena 
dand,  two-thirds  of  the  way  down  the 
aja  peninsula,  west  of  Loreto. 

Make  no  mistake,  the  Magdalena  expe- 
ence  is  roughing  it.  The  island  lies  45 
linutes  by  dory-like  boat  (called  a  panga) 
om  the  mainland.  The  island  has  no 
.)od,  no  fresh  water,  no  trees.  No  people. 
\lada.  But  surfers  love  the  wave  selection, 
ig  bouncy  peaks  that  Une  up  across  a  deep 
iure  bay.  And  there  are  easy  Malibu-like 
ght-hand  tubes  for  the  less  confident. 

You  carry  your  own  bags,  boards  and 
revisions  bucket-brigade  style  up  to  the 
iff-top  camp.  After  that,  management 
rovides  just  about  everything  you  need, 
lew  tents  are  already  set  up.  The  latrine  is 
ilean,  dinner  is  cooking  and  it's  cocktail 
me.  Surf  and  tequila.  Blue  sky  above,  cold 
^rveza  in  hand,  and  all  you  see  in  any  di- 
'iction  are  perfect  waves  gently  blown  into 
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the  tropical  gardens. 

The  little  village  of  huts  is 
anchored  on  one  end  by  the 
local  restaurant — an  open- 
front  lodge  with  a  view  that 
won't  quit  and  a  bar  that 
never  seems  to  close.  On  the 
other  end,  there's  a  tower 
that  keeps  an  eye  on  the  reef 
where  the  best  surfing  actually  occurs.  When  the  big  waves 
start  rolling  in  around  dawn,  boats  make  for  the  horizon. 

Like  a  hill  flill  of  giggling  children  sledding  in  winter,  the 
surfers  laugh  and  hoot  as  each  wave  lifts  them  up  eight  to 
ten  feet  in  the  air  and  rolls  over  them  as  they  cut  left  and 
back  again  across  its  smooth  green  face.  At  the  end  of  the 
day  it's  back  to  the  restaurant  to  watch  the  sun  set  behind 
the  incoming  tide. 

The  camp  includes  three  meals  a  day,  which  consist  of  a 
carefully  prepared  gourmet  combination  of  the  curried  influ- 
ences ot  the  Indian  population  oi:  Fiji,  mixed  with  surf- 
happy  hippie  health  food. 
The  appetizers  of  fish  are  so 
fresh  that  they  practically 
beg  to  become  sashimi.  (Bring  " 
your  own  wasabe.) 

Tavarua   Island  Resort. 
Seven  days  including  airfare 
from  Los  Angeles:  $2,000. 
Contact:  David  or  Jeantiie 
Clark,  80^-686-4^1. 


SURFING  WITH  THE  ENEMY 

This  last  location  doesn't  actually  have  a  school,  ye 
It's  morfe  of  a  recommendation — the  next  cool  surf  spot: 
lies  right  outside  the  Hotel  Montelemar  in  Nicaragua. 

Picture  the  surfing  beach  at  Waikiki  and  double  it 
length.  Better  yet,  triple,  quadruple  it.  Now  put  it  in  front  ( 
a  four-star  hotel  on  property  half  the  size  of  Oahu — acres  ( 
white  sand,  green  grass,  palm  trees,  parrots,  croquet, 
putting  green,  a  zoo,  beautiful  women,  horseback  ridinj 
blackjack,  slot  machines,  and  if  you're  stiU  counting,  six  bar 
all  of  which  sell  cigars.  They  do  the  Macarena  and  they  c 
take  American  Express.  Bonus:  there  are  no  other  Amei 
icans  here,  just  Germans  or  French-Canadians,  and  they  a 
stay  happily  downwind  at  the  two  big  pools. 

The  main  house  and  some  of  the  grounds  at  the  hotel  om 
belonged  to  former  friend  Somoza,  and  our  money  no  doul 
paid  for  the  five-mile-long,  hand 
laid,  geometric  brick  driveway  an 
road  that  leads  to  its  door. 

Nicaragua  is  still  a  banana  republii 
the  land  that  time  and  the  Russiari 
have  finally  forgotten.  The  easy-rid 
ing  waves  in  front  of  the  hotel  brea| 
all  day,  every  day.  The  water  is  warn 
the  wind  perfectly  offshore.  Th 
beachcomber  bar,  roofed  with  fra 
grant  coconut  leaves,  is  but  30  fe( 
from  the  breakers.  You  can  practic 
your  surfing,  then  chill  out  with  a  Cuba  Libre  and  a  stogi 
At  night  expect  to  see  some  very  skimpy  outfits  over  curv 
brown  bodies  on  the  dance  floor. 

Hotel  Montelemar,  Nicaragua.  $i,JS9  fi^  ^  one-week  packagi 
including  aifare  from  Los  Angeles.  Land-only  package  is 
Rum  and  cigars  are  extra.  Contact:  South  Star  Tours,  J02  Wei 
Grand  Avenue,  Suite  8,  El  Segundo,  CA  9024^;  800-6^4-446 
or jio-4i6-iooi,fax  J10-416-8J0J.  • 

Mike  Salisbury,  safer,  motorcyclist, prophet,  heads  South 
em  California-based  Salisbury  Communications. 


op:  cerveza  time  down 
Mexico  way.  Center: 
Nicaragua — the  once 
and  always  banana  republic. 
Right:  sweet  home  Baja. 
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There  was  no  time  for  games  at  Tokyo's 
Imperial  Hotel.  For  nearly  a  century,  we 
had  welcomed  and  impressed  the  world's 
most  discrimmating  travelers.  But  in  October  1964,  some 
exceptionally  demanding  visitors  were  arriving.  Archers  and 
wrestlers  and  equestrians  together.  From  94  n.ilions. 
For  the  first  time  ever  in  Asia. 
Tokyo  was  hosting  the  XVIII  Olympiad. 
Almost  everything  was  ready.  Japan  had  new  hotels,  new 
highways,  and  the  awesome  "bullet  train."  Now,  it  just 


6>^ 


had  to  feed  6.300  of  the 
world's  most  formidable 
athletes.   Not  to  mention  the 
coaches  who  watched  over 
them.  And  the  reporters  who 
watched  everything. 
Four  of  Japan's  most  experienced  hotels  teamed  up  to  help. 
The  Imperial  was  one. 

Immediately,  our  award-winning  chefs  were  put  in 
charge  of  the  Olympic  Village  cafeterias.  Out  went 
our  famous  fo  'te  gras  saute.  In  came  pumpernickel  and 
pasta.  We  assembled  300  cooks  in  12  kitchens. 
Prepared  main  and  supplemental  ethnic  menus. 
And  in  52  days,  served  up  600,000  energizing  meals — 
and  sometimes  four  birthday  cakes  a  day! — breaking 
every  culinary  record  in  Olympic  history. 


JR  FIRST  94-NATION 


DINNER  PARTY  WAS  A 


RUNAWAY  SUCCESS. 


We've  kept  in  peak 
condition  ever  since.  The 
Games  returned  to  Japan 
in  1972,  as  they  will  again, 
to  Nagano,  in  the  winter 
of  1998.  Meanwhile,  The  Imperial 
remains  one  of  the  grandest  hotels  in  Asia.  We  operate  four 
magnificent  locations,  each  with  unrivaled  dining  and 
leisure  facilities.  And  accommodate  so  many  international 
delegations  that  more  flags  are  said  to  fly  from  our  poles 
than  at  the  Foreign  Ministry  itself. 

We  still  enjoy  springing  birthday  treats  on  unsuspecting 
guests  on  such  occasions.  It's  an  old-fashioned  recipe,  we  know, 
but  a  favorite — the  kind  that  continues  to  turn  every  event 
we  host  into  a  surefire  winner. 
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'TheFJeadinfHotels 
ofth^orld' 


U  T  E  L  L 


IMPERIAL  HOTEL 

TOKYO 


Hotels*  Rlsokis 


For  reservations:  The  Imperial  Hotel,  Tokyo:  Tel  81(3)3504-1251;  The  Imperial  Hotel,  Osaka:  Tel  81(''i)881-l  111;  Hotel  Imperial  Bali, 
Ball,  Indonesia:  Tel  (62)361-730730;  or  your  nearest  travel  agent.  For  information:  The  Overseas  Sales  Offices  of  the  Imperial  Hotel: 
London:  Tel  (171)355-1775;  New  York:  Tel  (21 2)692-9001 ;  Los  Angeles:  Tel  (213)627-6214. 


There  might  be  an  activity  in  Ufe  more  satisfying  than 
spending  a  week  pedaling  between  the  villas  and  vineyards  of 
Southwestern  France.  We  just  can't  imagine  what  it  would  be 


Though  it's  true 

liat  I  panted  and  had  to  wear  padded  shorts  during  most  of 
)ur  bicycle  trip  through  France's  Dordogne  Valley,  there 
Ntxt  two  kinds  of  moments  that  made  it  worthwhile.  First, 
:he  little  moment.  Pulling  over  to  the  side  of  a  country  road, 
usan  and  I  peeked  into  old  wooden  sheds  full  of  golden  to- 
acco  leaves.  Staring  across  the  meandering  river  at  the  tur- 
ets  of  the  Chateau  de  Montfort,  I  daydreamed  about  the 
:xploits  of  its  namesake,  the  ruthless  Simon  de  Montfort, 
A^ho  more  than  seven  centuries  ago  apparently  burned  to  the 
n  ground  half  the  region's  buildings,  including  this  one,  in  the 
■  service  of  the  Pope.  At  a  village  bakery,  we  held  the  propri- 
l^tress's  sailor-suited  baby  while  she  searched  for  my  plum 
\  :art.  But  my  favorite  little  moment  came  in  Carlux, 
il  Adhere  we  found  ourselves  in  a  garden  of  young 
Tuit  trees  and  summer  flowers,  being  cordially  in- 
sulted by  its  creator,  a  Monsieur  Decottignies. 

We  had  only  just  met  the  man,  but  he 
lidn't  hesitate  to  tell  us  that  we  had 
3een  visiting  all  the  wrong  places 
md  that  the  trip  had  so  far  been  a 
:omplete  waste  of  time.  The  three 
3f  us  stood  in  the  early  Septem- 
Der  sunshine,  heads  bent  over  the 
'oad  map.  As  we  eagerly  pointed 
3ut  recent  stops,  he  trashed 
;ach  one  with  a  puzzled  "'Mais 


pourquoi?"  or  a  judgmental  "C est  pas  grand  chose'  or  a  sim- 
ple but  effective  "'Rienr  You're  not  as  Ukely  to  get  that  gen- 
uine French  abuse  if  you  whiz  by  in  a  four-cylinder  Renault. 

Let's  call  the  second  kind  of  moment  the  deluxe  moment. 
I  appreciated  it  most  near  the  end  of  a  day's  riding,  when  my 
rear  end  and  I — despite  the  padded  shorts — would  usually 
develop  a  virtuous  feeUng,  the  sense  that  someone  owed  us 
lots  of  Hquid  refreshment,  a  really  good  meal  and  a  soft  bed. 
Susan  and  I  had  such  a  moment  just  hours  after  our  en- 
counter with  Monsieur  Decottignies.  Hot  and  tired  after 
more  hiUs  than  we  had  bargained  for,  we  had  pulled  over  to 
check  our  map  against  the  road  signs.  Like  a  guardian  angel, 
Michele,  our  ubiquitous  head  guide,  roared  up  in  the 
Butterfield  8c  Robinson  van  and  assured  us  we  were  on 
the  right  track.  "Anything  else  I  can  do  for  you?"  she  asked. 
"Not  unless  vou're  packing  a  beer,"  said  Susan.  Which  is 
when  Michele  pronounced  those  luxuri- 
ous words,  "Which  brand?"  The  icy  fuel 
powered  us  onward  the  last  few  miles  to 
the  Chateau  de  la  Treyne,  a  true  cas- 
tle ot  a  hotel  in  both  the  medieval 
and  modern  senses  of  the  word. 
If  you're  on  the  right  trip,  the 
Dordogne — famous  for  its  goose 
liver,  Cahors  and  country  charm — 
has  plenty  to  offer  in  the  de- 
luxe department.  We  were 
on  the  right  trip. 
It  had  started  four  days 
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earlier  in  Bordeaux,  where  we 
Michele,  a  twentysomething  globe-trot- 
ting South  African,  her  apprentice  guide 
David,  a  young  Canadian,  and  our  20  cy- 
cling companions.  After  a  two-hour  bus 
ride  west  to  the  little  town  of  Limeuil, 
followed  by  lunch  on  a  terrace  above  the 
crossing  of  the  Dordogne  and  Vezerc 
Rivers,  we  were  introduced  to  our  equip 
ment:  21  gears,  humane  mountain-style 
handlebars,  and  jumbo  water  bottles.  5". 
Our  jet-lagged  butts  became  more  intimately  acquainted 
with  our  bikes  during  the  16-kilometer  "warm-up"  ride  to  Le 
Bugue,  where  we  would  spend  the  first  two  of  seven  nights 
on  the  road.  Arriving  at  Domaine  de  la  Barde,  an  elegant 
sandstone  manor  house  glowing  in  the  rosy  light  of  late  af- 
ternoon, we  felt  sure  that  getting  to  know  our  fellow  cyclists 
over  cocktails  would  be  a  smoother  process. 

It  was  a  high-powered  bunch.  There  was  a  Canadian 
couple,  she  a  judge  and  antiques  expert,  he  a  lawyer,  musi- 
cian, novehst  and  playwright  with  a  side  order  of  astronomy 
buff.  There  was  an  affable  Australian  pair,  he  a  solicitor,  she 
a  devoted  mother  a  bit  fixated  on  the  question  of  whether  it 
was  really  right  to  throw  their  kids  out  of  the  house  before 
age  30.  But  most  of  us  were  Americans.  We  had  a  pleasant 
bunch  of  Southerners,  including  a  bow-tie-toting  attorney 
named  Cotesworth.  There  were  the  outgoing,  middle-aged 
Texans  who  ran  an  ophthalmology  business.  And  a  music 
producer  for  films  {Five  Easy  Pieces,  Speed,  Forrest  Gump)  ac- 
companied by  his  wife,  a  friendly,  striking  blond  who  used 
to  room  with  Kirstie  Alley  in  Hollywood.  The  couple  from 
Southern  California  ran  a  winery  and  always  rode  a  tandem. 
And  there  was  a  tall,  tan  investment  banker  with  a  bemused 
expression  and  a  W.C.  Fields  delivery  who  began  searching 
for  a  fax  machine  as  soon  as  he  got  out  of  his  biking  shorts. 
By  the  end  of  the  trip,  the  gods  of  the  road  had  punished  him 
with  more  than  a  few  flat  tires. 

"Today  is  your  day  to  explore  the  capital  of  prehistory," 
announced  Michele  the  next  morning,  ever  cheerflil  despite 
having  gotten  up  before  dawn  to  kick  everyone's  tires  and 
memorize  the  Boy  Scout  manual.  Over  a  breakfast  of  cereal, 
fruit,  applesauce  made  fresh  from  the  orchard  between  the 
formal  gardens  and  the  little  canal  outside,  croissants,  five 
kinds  of  cheese  (including  an  amazing  cantat),  tea  and  cof- 
fee, she  and  David  laid  out  our  first  day  of  real  touring. 


We  rode  through  the  morning  mist 


From  left:  a  gag- 
gle of star-crosset 
geese  pate  doivn; 
the  Domaine 
de  la  Barde's  wel 
coming  edifice; 
tracing  the  path 
of  the  Dordogne; 
inside  Domaine 
de  la  Barde; 
at  Beynac:  castle^ 
bigBRs/kitch, 
orig  dtls,  riv  vu. 


alongside  cornfields  and  railroad  tracks. 
In  about  an  hour,  we  arrived  at  the 
touristy  town  of  Les  Ezies  at  the  con- 
fluence of  the  Beune  and  Vezere  Rivers. 
According  to  Christine  Desdemaines- 
Hugon,  a  local  expert  whom  we  met  at  the  entrance  to  the 
National  Museum  of  Prehistory,  this  region  is  up  to  its  eye 
balls  in  relics  of  early  man.  "I  can  barely  dig  in  my  garder 
without  snagging  a  prehistoric  tool,"  she  told  us.  Christine 
portrayed  the  ancient  Cro-Magnons  not  as  knuckle-drag' 
ging  dolts,  but  as  civilized,  cultured  relatives  you  might  con 
sider  having  over  to  watch  the  Big  Game. 

She  wowed  us  in  the  caves  after  lunch.  Unlike  the  bet 
ter-known  Lascaux,  which  is  closed  to  civilians,  Font-de- 
Gaume,  an  equally  remarkable  labyrinth  full  of  10,000- 
year-old  colored  paintings,  was  ours  to  stroll  through 
Christine  pointed  out  delicate  scenes  of  bison,  reindeer  and 
horses.  Down  the  road,  built  into  the  wall  of  a  single  small 
cave  known  as  Cap  Blanc,  we  saw  a  huge  sculpture:  another 
pastoral  tableau  of  ancient  animals,  some  of  them  more 
than  six  feet  long,  rendered  in  an  exquisite  style  without  a 
trace  of  anything  primitive.  "Now  you  can  teU  your  friends 
that  you  saw  sculpture  as  magnificent  as  anything  of  Rodin 
or  Michelangelo,  made  by  artists  who  lived  14,000  years 
ago,"  she  said,  raising  the  hair  on  the  back  of  a  few  necks 
and  creating  a  genuine  little  moment 

At  eight  o'clock  that  evening,  we  faced  what  was  to  be  the 
first  of  many  gourmet  ordeals.  Helene  Scaviner,  the  red- 
haired  patronne  of  Les  Trois  As  (named  for  her  three  chil- 
dren whose  names  all  begin  with  the  letter  a — Aurelie, 
Audrey  and  Ariane),  couldn't  have  been  more  bubbling: 
"Bonsoir!"  she  bubbled  on  our  arrival,  "Bonne  route!"  v/h.en  we 
talked  of  tomorrow's  ride,  and  of  course,  "Bon  appe'tit!" 
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Through  her  wide 
smile,  she  explained 
;very  one  of  the  six 
:ourses — from  the 
Kir  Royal  to  the  appetizer  dilemma  of  smoked  salmon  with 
paprika  versus  duck  salad  to  the  main  course  choice  of  the 
Rouget  and  mushrooms  or  the  filet  mignon  of  pork  or  the 
rabbit.  Not  to  mention  nutted  salad.  We  had  what  seemed 
to  be  first-rate  local  wines,  though  being  more  of  a  cheese 
:onnoisseur,  I  took  notes  on  the  creamy  La  Trappe  that 
Madame  Scaviner  recommended.  For  dessert,  Susan  went 
for  the  creme  brulee  with  assorted  red  fruit,  while  I  opted 
for  strawberries  and  mint.  Sometime  before  midnight,  cof- 
tee  was  administered  in  order  to  get  us  on  our  feet  for  the 
short  stagger  back  to  the  hotel. 

One  of  the  first  pieces  of  advice  in  the  B&R  tour  books — 
and  something  that  the  guides  themselves  suggest  fre- 
quently— is,  "Get  lost."  They  don't  expect  folks  to  travel  in 
:one  big  rugby  scrum  on  wheels,  all  starting  off  precisely  at 
the  suggested  hour  and  following  the  route  dot  for  dot.  We 
got  a  little  extra  encouragement  along  those  lines  as  we  set 
out  the  next  morning  on  a  40-kilometer  trek  out  of  the  land 
•of  prehistory,  heading  south  into  a  countryside  full  of  me- 
dieval castles,  walled  cities  and  other  scenic  reminders  of 
centuries  of  bloodletting  among  the  French  and  British. 
About  an  hour  into  the  trip,  at  the  top  of  a  long  ascent,  we 
came  upon  a  friendly  construction  crew  that  was  resurfac- 
ing our  route  of  choice.  More  and  more  of  the  group  arrived 
iat  the  point  of  confusion,  checked  the  map  and  tried  to  com- 
municate with  the  workers.  Those  of  us  who  spoke  some 
French  asked  each  other,  "Are  they  really  saying  it  would  be 
all  right  to  ride  on  hot,  fresh  tar?" 

In  minutes,  David  arrived  in  the  van,  followed  closely  by 
(Michele  on  her  bike,  brandishing  a  detailed  map.  She  con- 
sulted an  old  man  with  a  gold  tooth  and  a  big  black  beret 
who  had  pulled  up  on  a  noisy  little  motor  scooter.  He  assured 
her,  "Vous  ne  pouvez  pas  vous  tromper" — you  can't  miss  it. 
-Soon  after  that,  as  the  early  morning  fog  gave  way  to  warm- 
'ing  sunshine,  Michele  was  leading  us  across  a  high  ridge  of 
Li;rcen  cropland  and  forests.  We  passed  tidy  farmhouses 
decked  out  in  cascades  of  pink  and  red  ivy  geraniums.  With 
the  old  man  in  the  beret  waving  us  on,  we  began  a  great 


This  region  is  up 
to  its  eyeballs  in 
relics  of  early  man. 


winding  downhill  coast  to  the  Dordogne  River.  I  found  it 
hard  to  imagine  that  the  prescribed  route  could  have  been  as 
glorious  as  this  improvised  alternate. 

About  noon,  Susan  and  I  saw  the  sign  to  the  ruins  of 
Castelnaud,  the  12th-century  chateau  that  was  built  to  watch 
over  its  arch-rival  castle  in  Beynac,  which  glowers  in  the  dis- 
tance across  the  river.  Our  guidebook  told  us  that  Castelnaud 
is  one  of  the  most  important  military  outposts  in  the  coun- 
try, a  key  English  stronghold  during  the  Hundred  Years 
War.  Entertaining  as  that  sounded,  we  decided  to  give  it  a 
miss  in  favor  of  a  picnic  on  the  grassy  riverbank  just  below 
the  sign.  We  watched  passing  canoes  and  a  couple  of  swim- 
ming dogs.  We  staged  a  tasting  of  the  two  local  cheeses  we 
had  picked  up  in  a  village  along  the  way.  "Hmm,  this  cabe- 
cou  starts  like  a  wine,  has  a  creamy  middle,  and  a  vegetative, 
almost  grassy  finish,"  Susan  observed  with  aplomb — actu- 
ally, it  was  a  tomato.  The  petit  basque,  we  agreed,  had  a  heavy 
element  of  mutton.  We  snoozed.  This  is  definitely  part  of 
the  charm  of  being  on  a  bike. 

The  day  ended  at  Domme,  a  walled  city  perched  on  the 
highest  point  near  a  bend  in  the  Dordogne.  Domme  was  leg- 
endary for  its  impenetrability — though  in  fact  it  was  invaded 
during  the  Wars  of  Religion  when  the  Protestant  leader 
Geoffroy  de  Vivans  took  the  city  by  leading  30  men  up  a 
sheer  cliff  face,  a  feat  thought  so  difficult  that  there  were  no 
guards  on  that  side — or  is  that  something  I  saw  on  Monty 
Python?  Now  the  town  is  legendary  among  our  little  band  of 
riders  for  the  two-kilometer  "heartbreak  hiU"  that  is  a  cyclist's 
approach  to  its  outer  gates.  The  B&R  van,  rechristened  the 
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no.  Not 


another  gorgeous 
little  village!' 


Left:  the  cathedral  at  Le  Bugiie.  ^^^H 

Right:  the  otherworldly  early-  ^^|H 

morning  light  at  Domaine  de  la  ^Slt 

Barde,just  before  biking  away.  ^^SE 

"Domme  Shuttle,"  stood  ready  at  ^^Hl 
the  bottom  of  that  hill,  but  I  saw  H^V^ 

no  takers.  Standing  in  the  esplan-  Bj^F^ 
ade  next  to  our  hotel  at  the  edge  ^^R^ 

of  the  wall  that  Geoffrey's  boys  ^Bl^ 
scaled,  you  get  a  panoramic  view  ^Hiip 
of  the  deep-green  river  valley  and  ^^^H| 
surrounding  country.  The  town  it-  ^^^H 
self  is  a  knockout,  too.  Many  of  its 
13th-century  buildings  are  draped 
with  flowers  and  vines.  The  ram-  ^|Rrl 
parts  at  the  city's  edges  offer  a  dra-  W 
matic  sunset  stroU.  And  the  huge  j^^^^j 
gates  that  house,  among  other 
things,  oubliettes — the  solitary  ^H|K 
confinement  pits  of  the  day  {ou-  '''' 
blier:  to  forget) — leave  a  lasting  B^^^ 
impression.  As  they  used  to  say  in  I^^^H 
the  late  1200s,  nobody  forgets  the  oubliettes. 

I  was  flying  on  instruments-only  the  next  morning  as  we 
dove  through  the  cold,  thick  fog  back  down  to  the  river  val- 
ley. Although  the  couple  on  the  tandem  was  only  30  or  so 
feet  in  front  of  me  most  of  the  way,  I  could  barely  make  out 
their  flashing  red  lights.  But  the  sky  was  blue  again  by  late 
morning  when  we  arrived  for  the  tour  of  the  16th-century 
walnut  oil  mill,  and  it  stayed  that  way  through  our  encounter 
with  the  testy  gardener  of  Carlux  and  our  beer-aided  ap- 
proach to  Chateau  de  la  Treyne.  By  this  time,  we  were  get- 
ting pretty  used  to  soaring  towers,  opulent  grounds  and 
spectacular  settings  over  rivers,  but  let's  just  say  that  la 
Treyne  stood  out  anyway.  "This  is  what  people  come  on 
these  trips  for,"  confided  the  Texas  woman,  as  we  roUed  up 
in  the  driveway  between  the  regal  three-story  castle  and  the 
spouting  fountain  in  its  terraced  garden.  After  the  Canadian 
judge  and  antique  connoisseur  had  cased  the  place,  begin- 
ning with  the  Louis  XIII  grand  salon,  she  gave  it  the  big  nod. 
So  as  not  to  overload  the  reader,  I  offer  only  this  glimpse  of 
dinner  that  night  in  the  chateau's  elegant  dining  room:  I 
began  with  an  appetizer  "sampler"  of  three  types  of  foie  gras, 
each  the  size  of  a  slice  of  Wonder  Bread.  The  first  was  plain 
duck  liver,  the  next  soaked  in  Cahors  wine  and  the  last  in 
plum  brandy.  Susan  ended  with  pastille,  a  pastry  shell  fiUed 
with  dark  chocolate.  Was  it  Emily  Post — or  Roseanne — 
who  advised,  "Never  eat  anything  bigger  than  your  head"?  In 
any  case,  this  dessert  was  a  flagrant  violation  of  the  rule. 

Our  next  day's  destination  was  Rocamadour,  a  crumbling 
medieval  city  of  religious  pilgrimage,  built  on  three  levels  of 
a  rock  wall  that  rises  up  from  the  river  Alzou.  Inside  the 
Chapelle  Miraculeuse,  in  a  dark  altar  of  carved  wood,  sits  the 
"black  Madonna,"  a  primitive  Mary  with  doll-like  features, 


surrounded  by  plaques  giving  thanks  for  the  miracles  she  has 
worked  over  the  centuries — delivering  sailors  from  perilous 
storms,  returning  World  War  II  aviators  from  behind  enemj 
lines,  and  this:  "My  son,  four  years  old,  fell  down  a  pit  48  teei 
deep.  I  invoked  Our  Lady  of  Rocamadour.  He  was  taken  ou 
safe  and  sound.  Love  and  acknowledgment  to  Mary!" 

The  atmosphere  was  not  so  solemn  on  the  city's  lower! 
commercial  level,  where  we  caught  up  with  the  rest  of  the 
group.  On  the  terrace  of  a  pizza  restaurant  our  Canadian  re^ 
naissance  man  was  leading  the  table  in  a  rousing  medley  oj 
hit  songs  from  musicals  and  television  shows.  I  couldn't  helf 
wondering  whether  strains  of  "GiUigan's  Island"  were  drifts 
ing  up  the  216  stone  steps  that  pilgrims  used  to  climb  on  theii 
knees  and  reverberating  in  that  darkened  shrine  to  the  mir- 
acle Mary.  Judging  by  their  smiles,  the  French  tourists 
nearby  appreciated  the  show.  To  each  his  own  little  moment 

We  approached  Chateau  de  Roumegouse  the  next  dzj 
amid  signs  of  bike-trip  fatigue.  "Oh,  no,"  said  someone,  "no! 
another  gorgeous  Httle  village."  Set  atop  a  wooded  hillside. 
Roumegouse  is  a  spectacular  transformation  of  Middle  Ages 
decay  into  top-notch  comfy.  Like  la  Treyne,  it  is  part  oi 
France's  swanky  Relais  et  Chateaux  listings,  but  there  was  soma 
low-level  grousing  along  the  lines  that  this  four-star  castle  was 
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The  Chateau  de  la  Treyne, 
from  outside  and  inside.  In  a 
land  of  soaring  towers,  opu- 
lent grounds  and  spectacu- 
lar settings,  it  still  stood  out. 

not  really  up  to  the  level  of  the 
last  four-star  castle.  Our  an- 
tiques maven  whispered  that 
the  decor  was  all  wrong;  liber- 
ties had  been  taken.  The  in- 
vestment banker,  feeling  per- 
secuted now  that  he  had  suf- 
fered his  third  flat  tire  of  the 
trip,  whined  openly  about 
having  a  room  downstairs  "in 
the  dungeon."  And  when  Susan 
and  I  proudly  showed  the  dog- 
eared board  game  we  had  bar- 
gained for  at  a  local  flea 
market  that  afternoon  ("The 
Game  of  the  Goose,"  only  80 

francs,  $17  U.S.),  we  were  the  butt  of  some  actual  razzing. 

By  cocktail  hour,  however,  moods  were  rising  again  as  we 
gathered  on  the  terrace  in  our  evening  wear,  most  of  the 
men  sporting  wide  bows  of  toilet  paper  tied  around  our 
necks.  A  couple  of  the  class  cutups  had  hatched  this  prank 
to  josh  the  two  men  in  the  group  who  favored  bow  ties.  What 
a  hoot!  I'll  admit,  though,  my  tie  came  in  mighty  handy  a 
few  minutes  later  when  I  stepped  in  an  objet  de  merde  during 
a  treasure  hunt  in  the  garden.  Boys  against  girls,  we  followed 
a  trail  of  notes,  left  by  Michele  and  David,  leading  us  to  the 
top  of  a  foil,  a  tall  tower  of  grass  and  stone  from  which, 
champagne  in  hand,  we  watched  sheep  running  in  a  distant 
pasture  against  the  backdrop  of  a  golden  sunset.  Another  im- 
possible-to-fmish  meal  and  a  good  night's  sleep  gave  us  all 
a  fresh  start  for  our  final  ride  the  following  morning. 

No  historic  landmarks  this  time  out,  just  a  roll  through 
the  country  over  a  limestone  plateau  known  as  the  Causse  de 
Gramat.  At  about  noon  near  a  dramatic  turn  in  the  road  with 
a  killer  view  of  distant  hills,  valleys,  and — of  course — castles. 


- :  THE  SPOKESPERSON'S  GUIDE 

If  you  include  its  barge-and-bike  combination  trips 
through  Burgundy  and  Provence,  Butterfield  &  Robinson 
offers  16  different  French  biking  tours.  The  eight-day 

Dordogne  Valley  trip,  which  runs  in  June,  August, 
September,  October  and  May,  costs  $3,550  per  person. 

A  five-day  "getaway"  version  is  priced  at  $2,575. 
Count  on  20  to  30  miles  a  day  of  riding  over  moderately 

hilly  terrain,  and  rest  assured  that  the  van  is 
always  available.  Butterfield  &  Robinson,  70  Bond  Street, 
Toronto,  Ontario,  Canada  M5B  1X3;  800-678-1147, 
fax  41€-864-0541,  www.butterfield.com. 


'"TheLast 
Lumhy  denouemet 
was  in  the  air 


we  came  upon  a  sight  that  I  will  always  think  of  as  "The  Lai 
Lunch."  On  two  cloth-covered  tables,  Michele  was  furious 
heaping  chickens  and  cheeses  and  sausages  and  salmon 
There  were  baskets  of  country  bread,  two  big  bowls  of  grec 
salad,  fresh  fruit  and  an  assortment  of  tartes.  Arriving  in  twi 
and  threes,  riders  squealed  with  delight  at  the  surprise  pi' 
nic.  We  sat  on  a  roadside  wall,  munching  our  meal  and  si] 
ping  sweet  Montbazillac  wine,  pleasantly  stupefied. 

Afterwards,  denouement  was  in  the  air.  A  surprisir 
number  said  they'd  like  to  ride  back  to  Roumegouse  in  tl 
van.  The  tandem  team  went  their  separate  ways,  he  on  tvs 
wheels,  she  on  four.  Susan  and  I  headed  for  a  shaded  lane  v 
had  seen  that  morning,  a  quiet  little  stretch  off  D36  out  ^ 
Rignac  that  was  lined  on  one  side  with  blackberry  bushe 
We  stood  astride  our  trusty  B&R  cycles,  mechanically  plucl 
ing  and  chewing.  The  berries  were  smaller  than  the  ones  v 
were  used  to  from  around  our  Northern  California  horn 
but  every  one  of  them  was  ripe  and  sweet  and  spiked  with  tl 
taste  of  apple.  It  was  one  last  genuine  little  moment,  ■ 
which,  I  think,  even  Monsieur  Decottignies,  the  grouch  > 
the  gardens,  would  have  approved.  • 

Michael  Gold  is  one-half of  the  San  Francisco-based  cot 
suiting  firm  West  Gold  Editorial  Susan  West  is  the  other. 
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Cost-cutting  Tool. 


Now  here's  a  sharp  idea.  A  travel  payment  system 
that  can  actually  help  you  cut  your  corporate 
travel  costs.  The  Air  Travel  Card.  With  it,  you  can 
get  customized,  centralized  billing  information  in 
a  format  that  directly  interfaces  with  your  internal 
accounting  system.  It  saves  you  money  and  time 
during  reconciliation  and  allows  you  to  better 
understand  and  manege  your  corporate  travel 
expenditures.  Best  of  all,  the  Air  Travel  Card  has 
no  annual  fees  and  no  per  card  charges.  All  of 
which  makes  it  The  Ultimate  Corporate  Payment 
System';"  No  matter  how  you  slice  it. 

All  you  need  to  know. 


1-800-222-4688  or  202-626-4225 
http://air-travel-card.com 
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Bentley. 
don't  park  it,  you  position  it. 


Beneath  the  stunning  Hnes  of  the  Bentley  Azure  is  the  sophisticated  technology 
of  a  150  mph  supercar.  Its  turbocharged,  intercooled  6.75  liter  V-8  engine 
can  launch  it  from  standstill  to  60  mph  in  6.3  seconds. 

Inside,  this  Bentley  is  as  sensuous  as  it  is  sporting.  A  sumptuous  leather 
cockpit,  enhanced  by  hand-polished  burr  walnut  veneer,  will  accommodate 
four  occupants  in  traditional  Bentley  style. 

For  lease  or  purchase  information  and  nearest  dealei;  call  (800)  237-6557. 


The  Reward  of  a  Lifetime. 


©  Rolls-Royce  Motor  Cars  Inc  ,  1997.  The  names  "Bentley"  and  "Bentley  Azure",  and  ttie  badge  and  radiator  grille  are  registered  trademarks. 


Newport  Beach,  CA 

Newport  Beach  Cars,  Inc. 

Pasadena,  CA 

Rusnak/Pasadena 


Scottsdale,  AZ 

Scottsdale  Audi,  Ltd. 

Beverly  Hills,  CA 

Rolls-Royce  of  Beverly  Hills 

La  Jolia,  CA 

Symbolic  Motor  Car  Company 


Rancho  Mirage,  CA 

Desert  European  Motorcars,  Ltd. 


Sacramento,  CA 

Chuck  Swift  Sales  &  Leasing 

San  Francisco,  CA 

British  Motor  Cars  Distributors,  Inc. 

Thousand  Oaks,  CA 

Silver  Star  Motor  Car  Co. 


Las  Vegas,  NV 

Chaisson  Motor  Cars 

Portland,  OR 

Monte  Shelton  Motor  Company 


Fathers  Day,  graduations  and  all  those 


Sterling-silver  cuff  links  by  Robin 
RoTENiER.  $165.  Stainless-steel  Master 

D.^TEWATCH  BY  JaEGER-LeCoULTRE.  $4,350.  J  J'  '  J 

Sterling-silver  BASKET  BY  Cartier.  $185.  WeUutngS. .  .yOU  glVe. .  .anU  yOU  gtVe... 


BY    MARK    GRISCHKE       PHOTOGRAPHED    BY    MONICA  STEVENSON 


...and you  give... 

Prices  approximate;  for  stores,  see  last 
PAGE.  Limited-edition  toy  monkey  by  Steiff. 
$400.  Vintage  cigar  box  art  from  The 
Everest  Collection.  $99.  Desk  clock  by 
Giorgio  Pizzitutti  at  the  MoMA  Design 
Store.  $100.  Ashtray  by  Etro  Milano.  $92. 
Cigar  by  Armenter.  $9.  Made-to-order 
shoes  by  Sutor  Mantellassi.  $650.  Trout 
flies,  from  a  selection,  at  Orvis.  Opposite: 
topiary  by  Calyx  Sc  Corolla.  $86.  Rose 

BATH  foam,  $36,  FIG  BATH  FOAM,  $34,  SOAPS, 

each,  and  rosebud  sachet,  $30, 
AT  ABC  Carpet  &  Home.  Box  of  hand- 
made chocolates,  including  mice  with 

silk  TAILS,  AT  MANHATTAN  FrUITIER.  $6o. 


FATHER'S 

Day 


]  GRADUATION 
Day 


Sixty-four-bit  video-game  system  by  N 
TENDo.  $150.  Alarm  clock  at  the  Mo^ 
Design  Store.  $29.  BeoCom  2400  tej 
PHONE  BY  Bang  6c  Olufsen.  $250.  Q-M 
digital  camera  with  LCD  viewfinder 
KoNicA.  $599.  Opposite:  candleholderi 
Richard  Walraven  at  the  MoMA  E 
sign  Store.  $135.  Sterling-silver  bud  vt 
BY  Cartier.  $90.  Coffee  ^L\KER  by  Alessi 
Moss.  $335.  Toast  rack  by  Anthropoloc 
$18.  Limoges  porcelain  ashtrays  (fro« 
set  of  four)  by  Hermes.  $275.  Sterling-s 
ver  wjtering  can  cb£.^^\ek  and  floiver 

SUGAR  BOWL  BY  TiFFANY  &  Co.  $675. 


and  then  you  give  some  more. 


This  Game. 


I — I  p»  OOXT"  ^^'^  Island, 
1  ia|J|jy  findsladness 

T„l-^      at  every  turn. 

lolLx.  In  legendary  golf 

and  tennis,  in  spa  and  sea. 

n  an  array  of  world-admired, 

Mobil  Five-Star  Cloister 

amenities.  And  in  tfie  spontaneous 

warmth  and  cficer  of  our  staff. 

Bright  days  brim  with  family 

programs,  new  experiences, 

ni.ir\ flous  weather,  shining  spirits. 

Visit  us,  won't  you? 

Call800-SfA  ISLAnd. 

The  Cloister, 

Sea  Island, 

Georgia  31561. 


THE  CLOISTER* 


I  It  line  rcnials  and  real  fslale  available. 
1  .iitMdeUS.  912m3611, 


Est.  Sir^^  1884 


NEW  ENGLAND 


CUSTOM   BOOTMAKERS   SINCE  1884 


ALiJhN  SHOE  COMPANY     1  -800-325-4252 

1  Taunion  Street,  Middleliorough,  MA  02546  Please  call  for  brochure  and  store  listing. 


STORE  CREDITS 

ABC  Carpet  &  Home:  ABC  Carpet  8c 
Home,  New  York,  212-473-3000,  ext.  244 

Anthropologie:  All  Anthropologie 
stores,  212-343-7070 

Armenter  Cigars:  All  Tinderbox  stores, 

888-280-0088 

Bang  &  Oluf sen:  All  Bang  8c  Olufsen 

stores,  212-879-6161 

Calyx  &  Corolla:  Calyx  8c  Corolla,  800- 

800-7788 

Cartier:  AH  Cartier  boutiques,  800- 
CARTIER 

Etro  Milano:  Etro  Milano,  New  York, 
212-317-9096 

Everest  Collection:  The  Everest 
Company,  800-924-4271 

Hermes:  All  Hermes  boutiques,  800- 
441-4488 

Jaeger-LeCoultre:  Jaeger-LeCoultre, 
800-JLC-TIME 

Konica:  Konica  USA,  800-MY-KON- 
ICA 

Manhattan  Fruitier:  Manhattan 
Fruitier,  800-841-5718 

MoMA  Design  Store:  MoMA  Design 
Store,  800-447-MoMA:  desk  c/ock,  item 
#16291;  alarm  clock,  item  #71338;  and  can- 
dleholder,  item  #16462 

Moss:  Moss,  New  York,  212-226-2190 

Nintendo:  Nintendo  of  America,  Inc., 

800-255-3700 

Orvis:  Orvis,  800-541-3541 

Robin  Rotenier:  Paul  Smith,  New  York; 
select  Saks  Fifth  Avenue  and  Neiman 
Marcus  stores;  and  Robin  Rotenier,  New 
York,  212-768-1134  (during  business 
hours) 

Steiff:  Select  FAO  Schwarz  and  spe- 
cialty toy  stores 

Sutor  Mantellassi:  Harrison  James, 
New  York;  Louis,  Boston;  and  Wilkes 
Bashford,  San  Francisco 

Tiffany  &  Co.:  AH  Tiffany  8c  Co.  stores, 
800-526-0649  • 


The  deal  of  the  year 
m  the  camera  of  ttw  years. 


a  FREE  up4o-^^56*  value  gift  when  you  buy  the  Rollel  6mi 
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Every  year,  Germany's 
esteemed  Color  Foto 
magazine  asks  their 
readers  to  vote  for 
cameras  ttiey  evaluate 
as  each  category's  best. 
For  7  consecutive  years, 
competing  against 
Hasselblad,  Mamiya, 
Bronica,  Pentax  and  Fuji, 
Rollel  keeps  coming  in#l. 
And  in  America,  Photo 
Techniques  magazine 
named  the  60081  as  1 996  's 
best  medium-format  in  the 
world,  even  better  than 
any  35mm! 

The  60081  is  more  than  the 
world's  most  advanced, 
most  user-friendly  camera. 
It's  actually  a  "bargain"! 
Take  the  least  expensive 
competitive  medium-format 
camera  and  add  their 

options  (metering,  auto-wind,  motor  drive)  that  begin  to  match  Rollel 's  built-ins.  The  price  will  be  more  yet  you  still  won  Y 
have  the  control  and  performance  of  the  60081:  1/3  step  aperture  &  shutter  speeds:  auto  exposure  modes:  a  dark  slide  you 
can 't  lose:  spot  multiple  spot,  multiple  zone  metering:  auto  bracketing:  auto  flash  fill:  metering  to  EV  "0":  and  lots  more.  Our 
optional  Master  Control  even  lets  you  add  or  customize  functions  to  an  extent  hitherto  thought  to  be  unthinkable.  23  Zeiss  & 
Schneider  lenses  from  30mm  to  1000mm  (including  extraordinary  zooms,  apos,  PC  &  high  speeds)  await  your  selection. 
Celebrate  with  us.  Make  your  best  deal  and  pick  a  valuable  FREE  gift,  too! 


Rollei  6008i  FREE 
Gift  Packages 

Terms:  Buy  a  Rollel  60081  camera  body 
complete  with  120/6x6  back  (#064882) 
with  any  new  Rollei  PQ  or  PQS  lens 
between  March  1  and  June  30,  1997 
and  receive  at  no  cost  directly  from 
HP  Marketing  Corp.,  your  choice  of 
one  of  the  following  packages: 

Package  7  Value* 

Rollel  45  °  Prism  (#097814)  $  1859 
or     90°  Prism  (#062903)  1955 

Package  2 

Polaroid  Back  (#097979) 
5  Polaroid  film  boxes** 
1  Hellopan  Bay  VI  Circular 
Polarizer  (#760043) 


Package  3 

Rollelvislon  66  6x6  Slide 
Projector  (#083970) 

w/ 150mm  S  Heidosmat 
MC  lens  (#083657) 


562 
$1750 


$2056 


•  suggested  list  price    "  2  twin  packs  of  tlddV.  2  tv,m  packs  Polopan  100.  1  pack  11665 


S  Marketing  (jorp 

16  Chapin  Rd..  Pine  Brook,  N J  07058.  201/808-9010 


<Rollei 

fototechnic 

Mffe're  looking  at  things  horn  your  point  of  view. 

@  1997  HP  Marketing.  All  rights  reserved 
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Manufacture 

Qirard-Perregaq 


DEPGIS  1791 
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Where  you  meet  Your  Other  Fao 

'    NEW  YORK  •  PALM  BEACH  •  BAL  HARBOUR  •  COSTA  MESA  •  HOUSli 
SHOP-AT-HOME:  1-800-348-3332 


UTlme  Company  Inc.  Sole  Distributor  for  the  USA  1-888-UTIME  WC  1-888-88 


. 's  AMAZING  WHEN  YOU  THINK  ABOUT  IT.  It  is  possible  for  a  man  to  cook  one  half  of  one  meal 
wo  or  three  times  a  year  and  be  splashed  with  compliments  and  attention.  Maybe  it's  like  praising  chil- 
iren  for  accomplishing  something  that  would  be  no  accomplishment  at  aU  for  an  adult.  But  when  you 
nive  an  ear  tuned  for  the  reception  of  flattery,  it's  hard  to  hear  even  the  most  obvious  strains  of  con- 
,  lescension.  It  would  seem  odd  at  first  glance  that  men  cook  so  little  at  home.  Men  have  always  been 
professional  chefs,  so  it  is  not  the  act  of  cooking  itself  that  is  unmasculine.  But  cooking  one's  daily 
n  ead  (as  opposed  to  cooking  to  earn  one's  daily  bread)  is  a  different  situa-  Why  does  a  man  feel 
ion.  Take  Nathaniel  Burton,  the  co-author  of  the  greatest  of  New    drawn  to  the  grill? 

FThe  answer  is  writ- 
ten in  the  coals... 

BARBECUE 

3y  Lolis  Eric  Elie  Illustrations  by  Joseph  Salina 


THE  TAO  O 


Orleans  cookbooks,  Creole  Feast.  He 
never  cooked  at  home;  his  wife  did  the 
cooking  there,  and  he  ate  whatever  she 
prepared.  Similarly,  I  imagine  that  when 
the  great  fashion  designers  need  buttons 
mended  on  their  suits,  they  don't  do  the 
work  themselves.  The  difference  lies  not 
so  much  in  the  distinction  between  pro- 
fessional and  amateur  as  it  does  in  the 
difference  between  public  and  private, 
backstage  and  on-stage. 

So  if  a  man  is  going  to  cook  at 
home,  there  must  be  an  occasion, 
something  almost  ceremonial.  The 
folklorist  Thomas  A.  Adler  titled  his 
article  on  men  cooking  Making  Pan- 
cakes On  Sunday:  The  Male  Cook  In 
Family  Tradition.  Other  days  are  ce- 
real-and-milk  days,  breakfast  being 
merely  a  stop  en  route  to  school  or 
work.  But  on  Sunday,  once  you  plant 


wheat  pancakes,  delicacies  with  extra 
adjectives  in  front  of  their  names. 

Of  course  any  real  man  has  a  tool- 
shed  filled  with  specialized  implements 
for  accomplishing  repairs  and  other 
tasks  that  only  a  real  man  can  accom- 
plish. It  is  the  same  in  the  kitchen. 
Adler  cites  the  example  of  a  man  who 
bought  a  small  flourmill  to  grind  the 
wheat  for  his  whole-grain  pancakes. 
This  was  necessary,  he  claimed,  because 
the  vitamin  E  in  wheat  is  lost  almost 
immediately  after  grinding.  Adler  sug- 
gests that  the  "ritual"  had  more  to  do 
with  the  ceremony  of  weekly  grindings 
than  with  vitamin  potency.  A  less  am- 
bitious patriarch  might  settle  for  an 
expensive  skillet,  a  cheaper  imitation 
of  which  could  not  possibly  conduct 
heat  to  wheaten  batter  or  beaten  eggs  in 
the  appropriate  way. 


your  feet  under  the  table  for  breakfast, 
you  are  where  you're  going. 

Men  also  like  to  have  signature 
dishes.  Unburdened  with  the  responsi- 
bility of  preparing  something  appetizing 
on  the  other  six  days  of  the  week,  they 
take  one  dish  and  invest  it  with  such  ex- 
citement and  anticipation  that  they  are 
never  asked  to  vary  the  menu.  After  a 
week  of  cornflakes,  pancakes  work  well. 
Better  still  are  banana  pancakes  or  buck- 


All  this  is  true  in  barbecue,  only  the 
themes  sound  there  with  greater  reso- 
nance. First  ot  all,  barbecue  requires  the 
taming  of  fire,  and  it  was  the  act  of 
taming  fire  that  first  lighted  man's  path 
out  of  the  cold  drafts  and  raw-meat 
dinners  of  cave  life.  Any  prehistorian 
worth  his  testosterone  can  tell  you 
with  certainty  that  it  was  a  man,  not  a 
woman,  who  first  bent  fire  to  human 
will.  Women  are  perfectly  capable  ot 


cooking  in  controlled  environments,  dl 
starting  fires  with  pilot  lights  and  ad 
justing  the  heat  with  knobs,  the  logij 
goes,  but  from  the  beginning  of  huma 
time,  men  have  lighted  fires  froij 
sparks  and  beaten  small  flames  intj 
blazes.  It  is  this  image  of  themselve 
that  men  cling  to. 

In  more  recent  times  men  have  pre 
served  these  skills  as  boy  scouts  anj 
campers.  What  are  these  activities  bu 
the  voluntary  exposure  of  oneself  t 
primitive  conditions  so  as  to  prove  t| 
the  world  and  oneself  that  if  it  were  nec 
essary  (and  God  spare  us  if  ever  again  \ 
is!),  we  could  survive  under  these  condil 
tions?  Not  all  men  are  campers,  o 
course.  Even  those  who  are  have  not  all 
ways  done  well  at  it,  and  even  those  wh( 
used  to  be  good  at  it  may  have  lost  thj 
touch.  But  the  man  sweating  in  front  ci| 
his  grill,  protected  from  the  savag 
flames  only  by  a  few  dozen  pounds  oj 
steel  and  the  bucket  of  water  next  t( 
him,  sends  a  message  to  himself  if  to  n( 
one  else  that,  though  a  mild-mannero 
tax  accountant  by  weekday,  he  is  as  fit  a 
any  outdoorsman  by  weekend. 

Claude  Levi-Strauss,  the  French  an 
thropologist,  draws  a  major  distinctioi 
between  roasting  and  boihng.  He  posit 
that  roasting  predated  boLUng,  as  roastj 
ing  required  fewer  tools  and  thus  lesi 
sophistication:  "Roasted  food,  being  dr 
rectly  exposed  to  fire  is  in  a  relationshi| 
of  non-mediatized  conjunction^  whereal 
boiled  food  is  the  product  of  a  twofold 
process  of  mediation:  it  is  immersed  in 
water  and  both  food  and  water  are  coni 
tained  within  a  receptacle."  In  Levi- 
Strauss's  equation,  roasting  is  akin  tc 
nature  and  boiling  is  akin  to  culturei 
The  chef  and  author  Alain  Senderens 
writes  that  "woman=culture;  man=na- 
ture,"  from  which  it  can  be  concludecj 
that  man=barbecue. 

The  tools  of  barbecuing,  like  the  saw^ 
and  hammers  of  a  man's  workshop,  are  a 
specialized  lot.  The  forks  and  spatu^ 
las  are  large,  man-sized  implements- 
There's  the  charcoal  starter  to  woo  the 
flame  and  the  hose  to  subjugate  it.  And 
of  course  the  pit.  Much  like  a  man's  en- 
thusiasm for  finally  buying  the  expensive 
riding  mower  or  jigsaw  that  he  needsj 
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From  the  bestselling  author  of  Thank  You  For  Smoking! 


''Read  this  book  and 
you'll  die  laughing." 

-TbmWblfe 


here  is  an  enthusiasm  for  buying  the 
)roper  (read  expensive)  barbecue  pit. 
"he  pit  by  its  very  size,  weight  and  ex- 
pense must  communicate  that  this  is  a 
nan's  tool.  A  pit  like  this  is  obviously 
lot  to  be  brought  out  on  just  any  occa- 
ion.  Rather,  it  is  reserved  for  the 
"ourth  of  July  or  Cinco  de  Mayo  or 
uneteenth  or  some  other  day  that  has 
Jready  been  made  large  by  history.  The 
vent  itself  then  provides  the  introduc- 
ory  fanfare  for  the  entrance  of  the  cook. 

At  a  barbecue,  as  large  numbers  of 
riends  and  relatives  arrive,  the  back 
ard  is  transformed  from  private  into 
r)ublic  space;  it  becomes  a  stage.  No 
matter  what  time  the  guests  are  told  to 
rrive,  there  will  certainly  be  meat  still 
ooking  on  the  grill  and  everyone  will 
t  least  walk  over  once  or  twice  to 
heck  it.  The  man  barbecuing  will  be 
i;ither  very  tense  and  neurotic  to  rein- 
l  orce  the  message  that  this  is  a  diffi- 
ult,  manly  job  requiring  undivided 
ttention,  or  relaxed  and  cool  so  as  to 
nake  clear  that  the  fire  is  so  subju- 
gated that  it  poses  no  threat  to  the 
vomen  and  children  present. 

The  final  opportunity  that  barbe- 
uing  gives  a  man  to  prove  he's  a  man 
s  in  the  creation  of  his  sauce.  Not  all 
)arbecue  sauces  are  hot,  of  course,  but 
lot  barbecue  sauces  are  deemed  ap- 
propriate opportunities  for  a  man  to 
lemonstrate  how  much  pepper  he  is 
nan  enough  to  ingest.  In  this  regard 
larbecue  sauce  is  much  like  chili,  an- 
;)ther  man's  dish.  By  creating  a  sauce 
•.o  hot  that  the  women  and  wimps  are 
mable  to  eat  it,  the  real  men  reassert 
heir  membership  in  the  all-male  club. 

Jim  "Arkansas  Trav'ler"  Quessen- 
)erry,  a  world-champion  pit  man, 
,!ums  up  the  overall  connection  be- 
ween  men  and  barbecue  this  way:  "It's 
he  caveman  in  us.  I  think  that's  why 
low  see  more  and  more  men  barbecu- 
ng.  It's  a  macho  thing.  Playing  with 
he  fire  and  being  outdoors,  bragging 
ibout  how  good  you  cook,  it's  got  all 
he  macho  rush  to  it  without  any  of 
he  violence.  Also  women  don't  really 
Pursue  it  very  thoroughly.  That's  one 
perritory  they  don't  try  to  invade.  They 
idnd  of  leave  it  to  us."  • 


Buckley  keeps  the  shots 
doming  in  this  intoxicatingly 
funny  collection  of  essays 
and  articles. 

"Christopher  Buckley 

is  the  last  of  the  funny 
writers,  a  Benchley  with 
WordPerfect  and  an 
alarming  grasp  of  the 
latest  headlines." 

—John  Updike 

''A  sparkling  collection  to 
read  again  and  again." 

— Joseph  Heller 

RANDOM  A  HOUSE 
http://www.randomhouse.com/ 


Twice  the  Potential. 


Two  outstanding  brand  names  under  one  roof. 
Dunkin'  Donuts/Baskin  Robbins  &5mbination 
stores  offer  potential  unequalled  in  the  entire 
Food  Service  industry.  We  are  offering  territory 
development  opportunities  in  selected  markets 
to  candidates  with  a  commitment  to  customer 
satisfaction,  proven  P&L  Management  expertise 
and  net  assets  of  $400,000  ($200,000  hquid). 
Call  1-800-777-9983  now  for  more  informa- 
tion. 

/T^  Baskin  DUNKIN' 
(J/)  Robbins.  OONUTS^ 

14  Pacella  Park  Drive 
Randolph,  MA  02368 


A  Selection  of  the  Bopk-of-the-Month  Club 


ltonlysleepssix,butyou 
should  see  the  size  of  the  pool. 


1-888-703-317^  TheMooriiigs 

www  moonn^scom  Crewed  Yadit  Vacations 

what  in  the  world  are  you  waitiiuj  for? 
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A  Quote  for  Every  Occasion 

More  Than  13,000  Thoughts  on  the  Business  of  Life 
Now  All  in  One  Deluxe  Volume 

^  "There  is  no  true,  lasting  success  in  business,  witiiout  success  in  the 

business  of  living,  of  life."  -B.  C.  FORBES,  Founder  of  Forbes  Magazine 

•  The  ultimate  collection-drawn  from 
eighty  years  of  Forbes  magazine's 
"Thoughts  on  the  Business  of  Life"  pages- 
with  more  than  4,000  new  quotes  from 
the  last  seven  years. 

•  Organized  alphabetically  by  subject- 
from  ability  and  absurdity  to  youth  and 
zeal-for  easy  reference  and  Instant 
inspiration. 

•  Over  3,000  contributors  in  all-business 
leaders  and  mavericks,  philosophers  and 
pundits,  poets  and  polltlcians-from  across 
the  centuries  and  around  the  world. 


New  Deluxe  Edition  •  Only  $40.00  •  Order  Your  Copy  Now  for  June  Delivery. 

1,216  pages  •  8"  x  9"  •  Elegant  Gold-Stamped  Simulated-Leather  Binding  •  Gold-Edged  Pages  •  Satin-Ribbon  Bookmark 

*^  The  best  thing  about  the  future  is  that  it  comes  only 
one  day  at  a  time.  "-Abraham  Lincoln 

'^  "Life  begets  life.  Energy  creates  energy.  It  is  only  by 
spending  oneself  that  one  becomes  rich.  " 

-SARAH  BERNHARDT 

^Coming  together  is  a  beginning;  keeping  together 
is  progress:  working  together  is  success,  "-henry  ford 

-^"The  first  half  of  life  consists  of  the  capacity  to  enjoy 
without  the  chance;  the  last  half  consists  of  the  chance 
without  the  copodfy. "-mark  twain 

Tl 


'^When  young,  you're  shocked  by  the  number  of 
people  who  turn  out  to  have  feet  of  clay.  Older,  you're 
surprised  by  the  number  of  people  who  don  't. " 

-MALCOLM  S.  FORBES 


To  Order  by  Phone: 
Call  Toll-Free 


1  -800-876-6556 


bstacle  courses  are  everywhere.  At  a  community  college  near  Seattle,  recent  grads 
ise  a  rope  course  to  confront  their  fears  about  the  job  market.  In  Boynton  Beach,  Florida,  police  offi- 
:ers  clear  impediments  while  blasting  live  ammo  at  threatening  targets.  At  an  "adventure  center" 

)utside  Chicago,  corporate  warriors  take  on  "challenge  courses"  to  foment  teamwork  and  cooperation. 

But  nobody  builds  a  better  obstacle  course  than  the  Navy  pride  themselves  on  doing  whatever  it  takes,  whatever  the  sit- 

lEALs.  "Toughest  in  the  world,"  say  the  men  who  run  it.  uation.  Their  origins  go  back  to  volunteers  who  cleared  the 

Vnd  they  ought  to  know.  beaches  of  Sicily  for  amphibious  invasions  in  1943.  The  first 

Like  their  Special  Operations  brethren — Delta  Force,  the  SEAL  teams  were  formed  in  1962  to  conduct  clandestine  op- 

jreen  Berets,  the  Air  Force  commandos — Navy  SEALs  erations,  unconventional  and  counterguerrilla  warfare  on 


By  Neal  Santelma/nn  •  P  h  o  t  o  g  r  a  p  h  s  B  y  S  t  e  p  h  a  n  i  e  .^E  l  l 


FYI 


FORBES  129 


Left  to  right:  the  Cargc  Net:  the  Rope  Tmnsfer,  Dirty  Name  and  a  Log  Stack;  the  Slide  For  Life. 


rivers  and  at  sea.  They  saw  their  first  action  in  Vietnam,  and 
went  on  to  perform  from  Grenada  to  Panama  to  the  Persian 
Gulf  In  35  years  the  SEALs  have  never  left  a  fallen  comrade 
behind.  Last  April,  a  SEAL  platoon  was  first  on  the  site  of 
Ron  Brown's  plane  crash  near  Dubrovnik.  Days  later,  amid 
the  chaos  and  gunfire  of  Liberia's  civil  war,  the  same  platoon 
evacuated  over  2,000  Americans  and  foreign  nationals  from 
the  U.S.  Embassy  in  Monrovia — without  firing  a  shot. 

Recently,  in  hopes  of  expanding  my  fitness  horizons,  I 
asked  the  SEALs  if  they'd  let  me  run  their  obstacle  course — 
or  "O-course"  in  military-speak.  They  said  sure,  as  long  as  I 
first  proved  my  ability — as  well  as  my  resolve — on  their 
entry-level  fitness  test,  as  follows: 

(a)  swim  500  yards,  breaststroke  or  sidestroke,  in  12:30  or 
less;  (b)  wait  ten  minutes,  then  do  42  push-ups  in  under  two 
minutes — real  push-ups,  with  head  up,  back  level;  (c)  wait 
two  minutes,  then  do  50  sit-ups  within  two  minutes — hands 
behind  head,  chest  to  knees;  (d)  wait  two  minutes,  then  do 
six  pull-ups — palms  forward,  body  rigid;  (e)  wait  ten  min- 
utes, then  wind  it  up  with  a  mile-and-a-half  run  in  11:30 
while  wearing  boots  and  long  pants. 

At  age  34, 1  was  six  years  over  the  SEALs'  entry- level  age 
limit.  So  I  took  the  test  seriously.  Worked  out  twice  a  day  for 
four  months.  I  even  ran  the  test  a  half-dozen  times  myself  and 
came  within  a  couple  of  sit-ups  of  passing  it  more  than  once. 


Heading  to  the  Naval  Special  Warfare  Center  in  LittI 
Creek,  Virginia,  I  felt  pumped,  confident,  ready  to  go.  I  pre 
sented  myself  before  the  skeptical  grins  at  the  Naval  Speci: 
Warfare  Pool.  And,  like  three-quarters  of  all  who  try, 
failed  the  entry-level  qualifier — miserably — with  scores  a 
follows:  a)  swimming:  12:00;  b)  push-ups:  29;  c)  sit-ups:  3 
d)  puU-ups:  6;  e)  running:  13:38. 

"We  have  a  saying  around  here  about  the  fitness  test,"  or 
SEAL  told  me,  as  we  slogged  the  mile  and  a  half  togethi 
through  puddle-soaked  parking  lots. 

"Ghuugh?"  I  gasped. 

"'Those  who  think  they  can,  won't.  Those  who  know  th( 
can,  might.'" 

Despite  my  dismal  showing,  the  SEALs  let  me  run  the 
O-course  anyway. 

ne  week  later  I  was  at  the  SEALs'  mai 
Command  Center  in  Coronado,  California,  watching  as  aS 
piring  SEALs — known  as  "BUD/S,"  for  "Basic  Underwat( 
Demolition/  SEAL" — hit  the  O-course. 

The  three-phase  BUD/S  training  program  lasts  25  week 
The  first  eight  weeks  are  the  toughest:  long  days  of  clas 
rooms  and  conditioning,  including  the  legendary  "He 
Week"  of  no  rest  and  little  sleep.  Out  of  a  typical  class  of  12c 
65%  quit  before  completing  the  first  phase.  Dropouts  used  t 


SO  YOU  WANNA  BE  A  SEAL? 

Here\  the  Navy's  suggested  preparntion  for  future  BUD/S  who  "have  never  or  have  not  recently"  been  on  a  routine  physical  training  program. 


RUNNING 

PHYSICAL  TRAINING*  (Mon/Wed/Fri)  < 

SWIMMINGt  (4-5  days/week) 

Week#l: 

2  miles/d»y,  8:30  pace,  M/W/F 

4x15  push-ups;  4x20  sit-ups;  3x3  pull-ups 

Swim  continuously  for  15  min. 

Week  #2: 

Same  as  week  #1 

5x20  push-ups;  5x20  sit-ups;  3x3  pull-ups 

Same  as  week  #1 

Week  #3: 

None.  "High  lisk  of  stress  fractures" 

5x25  push-ups;  5x25  sit-ups;  3x4  pull-ups 

Swim  continuously  for  20  min. 

Week  #4: 

3  miles/day,  M/W/F 

Same  as  week  #3 

Same  as  week  #3 

Week  #5: 

2/3/4/2  miles,  M,'Tu/Th/F 

6x25  push-ups;  6x25  sit-ups;  2x8  pull-ups 

Swim  continuously  for  25  min. 

Week  #6: 

Same  as  week  #5 

Same  as  week  #5 

Same  as  week  #5 

Week  #7: 

'  ■  '  ^  nviles,  M/Tn/Th/F 

6x30  push-ups;  6x30  sit-ups;  2x10  pull-ups 

Swim  continuously  for  30  min. 

Week  #8: 

week  #7 

Same  as  week  #7 

Same  as  week  #7 

V/eek  #9: 

6x30  push-ups;  6x30  sit-ups;  3x10  pull-ups 

Swim  continuously  for  35  min. 

*  For  best  results,  altemate  eittcises.  tSidestroke  with  no  fins;  develop  stroke  on  left  and  right  sides.  No  access  to  a  pool?  Ride  a  bike  for  twice  as  long.  | 
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^innounce  their  decision  by  ringing  a  bell  next  to  the 

(Grinder,"  an  asphalt  courtyard  where  much  of  the  condi- 
ioning  work  is  done.  Then  a  few  years  ago,  the  Navy  got 
ensitive.  Now  dropouts  merely  place  their  helmets  at  the 
foot  of  the  bell.  There  were  about  two-dozen  helmets  lined 
lap  when  I  stopped  by,  three  weeks  into  Class  201. 

IBUD/S  must  complete  the  O-course  in  gradually  de- 
:reasing  times  over  each  phase  of  training:  15  minutes  for  the 
first  phase,  11  minutes  for  the  second,  10  minutes  for  the 
third.  Those  are  bare  maximums,  of  course.  Most  BUD/S 
j;et  out  doing  between  six  and  eight  minutes.  The  course 
record  is  4:30.  "You  can  practically  walk  the  O-course  and 
2;et  it  done  in  under  15  minutes,"  a  first-phase  officer  told  me. 
'If  you  can't  beat  15  by  the  fourth  week,  you're  gone." 

I  nodded  as  a  pumped-up  young  seaman  named  Stubbs 
stepped  up  to  the  Parallel  Bars,  leading  a  long  line  of  similarly 
pumped  young  men  who'd  follow  at  half-minute  intervals 
under  the  watchful  eyes  of  the  morning's  command.  ("Hoo- 
.fi,  Senior  Chief  Goward!  Hoo-ya,  Instructor  Griffin!")  Arms 
driving,  legs  swinging  allegro,  Stubbs  covered  the  bars  in  a 
map,  pushed  off  hard  and — I  swear — was  up  the  Stump 
ifump  and  over  the  Low  Wall  before  his  feet  hit  the  ground. 
The  rope  climb  on  the  High  Wall  offered  him  little  resis- 
tance. The  Barbed- Wire  Crawl  almost  looked  like  fun.  It  was 
only  after  he  scaled  the  five-story  Cargo  Net,  hitting  the  sand 
igain  maybe  two  minutes  after  the  starting  line,  that  I  noticed 
how  hard  Stubbs  was  breathing. 

As  the  BUD/S  crossed  the  finish  Une,  they'd  receive  their 
times,  then  drop  for  20  push-ups.  After  catching  their 


breath,  they'd  head  to  the  Pacific  for  a  three-mile  soft-sand 
run.  Then  it  was  back  to  the  course  again  for  a  45-minute  ab- 
dominal workout  in  the  shadows  of  the  obstacles. 
All  before  9  a.m. 

efore  the  SEALs  would  let  me  run,  they  had  to 
teach  me  how.  I  had  envisioned  hours  of  instruction,  but  my 
training  was  quick-and-dirty.  The  course  eats  upper-body 
strength  for  breakfast,  I  was  told,  so  technique  is  key.  "You've 
got  to  attack  each  obstacle  intelligently,  using  as  many  mus- 
cles as  possible  to  spread  the  load  around,"  said  my  tutor. 
Senior  Chief  Joey  Goward.  "If  you  try  to  muscle  your  way 
through,  you're  not  going  to  last  very  long." 

I  was  trained  in  technique  on  all  the  obstacles,  but  I'll  only 
detail  one  here.  It's  the  Dirty  Name,  and  it's  the  problem 
child  of  the  O-course:  two  elephantine  hurdles  of  five-  and 
ten-feet  high,  with  four  feet  of  separation  in  between.  The 
idea  is  to  jump  for  the  first  hurdle,  belly-flop  on  the  cross- 
bar, scramble  to  a  standing  position  on  top,  then  repeat  the 
procedure  on  the  taller  hurdle  before  dropping  to  the  sand. 

"Psychologically,  it  gives  guys  a  lot  of  problems,"  Goward 
told  me.  "If  you  hit  the  hurdle  above  the  nipple  line,  you're 
not  going  to  get  it.  If  you  hit  it  from  your  nipple  to  your  belly 
button,  you'll  hang  on  but  you  won't  be  able  to  get  over  it.  If 
you  hit  right  around  the  waist  level,  just  cup  it,  get  up  and  go." 

"Isn't  that  a  long  way  to  drop?"  I  asked,  fearing  I  might 
somehow  clear  the  second  hurdle. 

"Oh,  the  sand  is  nice  and  compact,"  Goward  assured  me. 
"The  only  way  you  can  get  injured  is  if  you  dislocate  a  shoul- 


Bend  me,  shape  me,  any  way  you  want  to:  BUD/S  Class  201  before  an  early-morning  assault  on  the  O-course. 
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Inching  along  the  Swing  Rope  combo. 

der.  Some  guys,  I  don't  know  why, 
they  hit  it  with  their  shoulder  and  it 
just  pops  out." 

Contemplating  a  lifetime  of  irregular 
sleeve  lengths,  I  gave  the  first  hurdle  a 
shot,  hit  the  cross-bar  across  my  rib 
cage  and  knocked  the  wind  in  my  lungs 
out  over  the  Pacific.  My  head  swam. 
Each  breath  felt  like  someone  was  driv- 
ing a  nail  into  my  side.  I'd  cracked  some 
ribs,  I  was  certain,  or  at  least  been 
severely  bruised.  Goward  repeated  his 
instructions,  and  I  tried  again. 

Smack.  Agony.  But  I  hung  on  and 
scrambled  to  the  top.  I  left  the  taller 
hurdle  for  the  actual  run. 

Later,  as  the  spike  in  my  ribs  grew  to 
fire,  an  officer  pointed  out  that  BLTD/S 


suffer  the  same  aches,  pains  and  in 
juries,  "but  they  keep  going." 

"Oh,  and  how  do  they  do  that?" 

"Ice  and  aspirin." 

My  helmet's  off  to  you,  gentlemei 
It  was  a  month  before  I  could  sleep  o 
my  side  again. 

en  minutes  after  my  train 
ing  session,  I  sprang  across  the  startin 
line  and  left  four  months  of  butterflie 
fluttering  in  my  dust. 

The  world's  toughest  O-cours 
proved  a  disappointment  at  first.  Th 
i8-foot-long  Parallel  Bars  were  aboi 
what  I  remembered  from  elementary 
school  tumbling  class,  and  I  shimmie^ 
along  with  the  agility  of  a  third  gradei 
The  Stump  Jump  which  followed  ha 
only  two  stumps,  down  considerabl 
from  the  20  it  had  before  too  man 
BUD/S  twisted  their  ankles  on  it. 
cleared  the  jh"  Low  Wall  easy  enougl 
and  took  the  ii'6"  High  Wall  like  a  lei 
fielder  chasing  a  homer — grabbing  th 
rope  but  letting  my  legs  do  the  work. 

Goward  was  impressed.  I  was  feelin: 
fine.  Hell — this  was  going  to  be  easy! 

Then  I  flopped  down  for  the  Barbed 


TEN-HI7T/ 

Okay... you'll  never  be  a  Navy  SEAL.  Here,  from  the  Cooper  Institute  For 
Aerobics  Research — ^which  designs  fitness  tests  for  police  and  fire  depart- 
ments, the  Secret  Service  and  the  military— are  the  minimums  to  be  considere(i| 
in  "good"  physical  condition.  Just  take  it  easy — and  don't  kill  yourself. 

Men  20-29 

30-39  40-49 

50-59 

60+ 

iVz-mile  run  11:41 

12:20  13:14 

14:24 

15:29 

'■rasn-ups  (one  mimite}l^^^^^^^^^^^^^^H^HpPI         ^  19  ^^BI^H 

Sit-ups  (one  minute)  42 

39  34 

28 

22 

Bench  Press,  one  rep  (as  %  of  114% 

88%  .^^^ 

79%  .  , 

Swimming  {yards,  w/in  12  min-  600 
utes,  any  stroke) 

550  500 

450 

400 

Women  20-29 

30-39  40-49 

50-59 

60+ 

^^-mile  run  14;24 

15:08  15:57 

16:58 

17:46 

Push-ups  (one  minute;  21/30 
regular/modified) 

15/24  13/18 

na/17 

na/12 

Sit-ups  (one  minute)  ^^^^HHil^ 

20 

Bench  Press,  one  rep  (as  %  of  70% 
body  weight) 

60%  54% 

48% 

47%  1 

Swimming  (yards,  w/in  12  min-  500 
utes,  any  stroke) 

450  400 

350 

Allow  3-5  minutes  rest  between  each  exercise,  or  until  pulse  and  breathing  return  to  " 
normcd.  Both  running  and  swimming  measure  cardiovascular  fitness,  so  do  either/ 
or — not  both.  For  women,  do  regular  or  modified  push-ups— not  both.  Modified  are  with 
knees  on  the  floor,  feet  crossed  at  ankles. 

Benefit  now. 

Be  a  benefactor  later. 


Through  philanthropy,  you  can  express  your 
gratitude  to  those  charitable  organizations  that 
have  enriched  your  life.  And  through  the  Fidelity 
Investments  Charitable  Gift  Fund,  you  can  make 
the  most  of  your  future  gifts  to  charity  while  you 
minimize  today's  taxes. 

The  Gift  Fund  works  like  a  private  foundation  — 
without  the  added  cost  and  administrative  hassles. 
With  an  initial  contribution  of  $10,000,  you  can 
make  gifts  that  are  fully  deductible  at  fair  market 
value,  potentially  grow  them  tax  free,  and  recom- 
mend charities  on  your  own  timetable.  With  our 
Pooled  Income  Fund  (minimum  $25,000),  you  can 
receive  lifetime  income  for  you  and  loved  ones 
with  the  unique  flexibility  to  recommend  multiple 
charities  as  future  beneficiaries. 

Find  out  how  the  Gift  Fund  can  work  for  you, 
your  company,  and  the  charities  you  support. 
PLecue  call  1-800-682-4438  iV\fax  your  iiujuu-y  to 
617-476-7824. 


America's  Finest  Hciiukmfted  Luggage 


Available  at  fine  luggage  and  leather  goods  stores  everywhere. 

For  locations  contact  The  French  Company,  753  Arrow  Grand  Circle,  Covina,  CA  91722 

80C-3'T0-i068,  http;//www.french-luggage.com 


Wire  Crawl:  30  feet  long  and  bareli 
three  inches  high  at  the  low  point 
Two  things  to  remember  should  yoi 
ever  find  yourself  on  your  belly  undc 
barbed  wire:  i)  don't  touch  your  Hps  tc 
j  the  sand;  2)  if  you  do,  don't  blow  it  ofl 
I  I  did,  and  ended  up  with  sand  in 
I  eyes,  up  my  nose... everywhere.  O 
course,  sand  ended  up  everywhere 
anyway,  especially  in  my  boots  anq 
down  my  pants.  | 
Next  came  the  Cargo  Net,  a  50- 
foot-high  grid  of  rugged  rope  slun^ 
between  steel  posts.  The  proper  tech- 
nique is  to  stay  near  the  edges  and  Ici 
your  legs  do  the  work.  Whatever— 
Goward  was  under  strict  orders  tc 
keep  me  near  the  ground.  Despite  as- 
surances that  I'm  not  litigious,  he  on!) 
let  me  climb  a  third  of  the  way  up. 

A  few  straightforward  obstacles  fol- 
lowed— the  calm  before  the  bellv- 
buster.  The  Balance  Logs  had  three 
weathered  trunks  that  roll  when  you 
step  on  them.  A  neat  little  Log  Stack 
was  no  problem,  except  that  you  have 
to  run  over  it  with  your  hands  behind 
your  head.  Then  came  the  Ropej 
Transfer,  a  12-foot-high  wooden  beam 
slung  with  two  ropes  and  a  big  steel 
ring.  The  idea  is  to  haul  yourself  up 
the  first  rope,  grab  the  ring  with  a  free 
hand,  swing  to  the  other  rope,  then 
slide  back  down.  Getting  up  was  ai 
breeze,  but  despite  my  long  reach,  I 
just  couldn't  grab  the  ring.  Finally — 
taxed,  frustrated  and  drenched  in 
sweat — I  slid  to  the  ground. 

Had  a  BUD/S  screwed  up  like  that, 
the  instructors  would  have  questioned 
his  manhood  and  made  him  do  it 
again.  I  moved  on... to  the  Dirty 
Name.  I  stepped  right  up  and  dove  for 
the  first  hurdle.  Smack.  Agony.  But  I 
hung  on  and  somehow  clawed  my  way 
to -the  top.  Then  the  second  hurdle. 
Smack.  Agony.  But  I  hung  on  again! 
And  hung... and  hung....  Despite 
Goward's  howls  of  encouragement,  I 
just  couldn't  make  it  to  the  top.  After 
half  a  minute  that  seemed  like  forever, 
I  dropped  to  the  sand  and  moved  on. 

The  next  big  obstacle,  called  the 
Weever,  was  like  climbing  a  ladder  by 
slipping  your  body  sideways  over  and 


inder  each  rung.  With  Goward  bark- 
ag  technique,  I  slid,  grabbed,  pushed 
nd  pulled  my  way  up  nine  rungs  then 
lown  nine  more  to  the  ground.  It  was 
steady,  labored  workout,  though 
fter  the  thrills  and  spills  of  the  Dirty 
•^ame,  it  almost  seemed  like  a  break. 

But  when  I  got  to  my  feet  again 
hings  changed.  Halfway  through  the 
ourse,  exhaustion  washed  over  me. 
viy  arms  and  legs  were  tight  as  sling- 
shots. My  chest  burned.  My  side 
iiched.  And  the  "Hoo-yas!"  from  the 
3UD/S  in  their  abdominal  routine 
1  vere  starting  to  sound  surreal. 
'  Still,  I  kept  going.  First  across  a  60- 
bot  rope  bridge  called  the  Burma 
;3ridge.  Then  trippingly  over  another 
Log  Stack.  Then  right  past  the  five- 
tory  Slide  For  Life,  which  Goward 
iTOuldn't  let  me  near.  "Too  danger- 
ous," he  said.  I  kept  on  chugging. 

There  was  a  combo  at  the  Swing 
Wall,  including  a  big  swinging  rope — 
A^hich  took  me  three  shots — some  bal- 
mce  beams  and  a  12-rung  monkey  bar. 
With  every  heaving  breath  the  fmish 
ine  was  getting  closer,  and  I  fumbled 
toward  it  as  best  I  could.  A  five-foot 
llncline  Wall  offered  little  resistance, 
'though  I  bungled  over  it  with  the 
grace  of  a  one-winged  swan. 

The  i2-foot-high  Climbing  Wall, 
on  the  other  hand,  was  nothing  but 
trouble.  A  low- rent  affair,  it  was  lined 
with  six  one-inch-wide  ledges  on  each 
:side.  The  idea  was  to  scale  three  ledges 
up  and  three  ledges  down — a  nervy 
task  with  tired  fingers  and  jittery  legs. 
So  nervy  that  I  slipped  on  the  way 
back  down.  Plummeting  from  about 
nine  feet,  I  thought.  This  sure  is  a  long 
idrop.  The  sand  responded  with  a  thud. 

Finally  I  staggered  to  the  five 
Vaults,  the  easiest  and — blessedly — 
last  obstacle  on  the  course.  Like  the 
BUD/S  had  before  me,  I  shouted  my 
"Hoo-yas!"  over  each  one,  stumbled 
across  the  finish  line,  and  somehow 
asked  Goward  for  my  time. 

"14:01,"  he  answered,  graciously 
making  it  sound  like  praise.  "If  you'd 
run  every  obstacle,  you'd  probably 
have  gotten  around  17  minutes — just 
about  right  for  a  first  time  through."  • 


The  shiver  adventure 
sharpens  executive  intuition. 

The  Lodge  at  Chama  is  a  vast  natural  habitat  as  well  as  a  working  cattle  ranch,  and  known 
to  a  few  dynamic  business  leaders  as  the  perfect  haven  to  spark  creative  intuition  and  temper 
the  stress  of  a  sometimes  too  rational  world.  At  The  Lodge,  you  choose  the  scale  of  your 
adventure.  Climb  a  mountain — on  foot,  saddle,  or  4WD.  Explore  32,000  acres  of  woods, 
meadows,  plains,  and  streams.  Aim  rifle,  bow,  rod,  or  camera  at  a  striking  herd  of  mighty 
elk,  or  the  abounding  Rocky  Mountain  game  and  fish.*  Ride  the  range,  wrangle  a  steer 
Lose  yourself,  then  find  yourself—  in  a  primeval  universe.  After  spectacular  sunsets  and 
blinkinggalaxies,  sleep  a  downy  sleep,  and  awaken  to  smell-the-coffee  and  satisfy  the  rav- 
enous appetite  of  a  body  full  of  life  and  spirit.  •  We  lodge  only  twenty-two  guests  with  top- 
notch  amenities  and  epicurean  cuisine.  Open  \  \  Mr.  Frank  Simms.  Manager 
year-round,  with  experienced  sports  guides  ^'^Ck^  505-756-2133 
to  nature's  secrets,  who'll  outfit  you  with  ^MlMl  TV*^  ¥  r^r\rxr^ 

therightgearorshowyouexactlyhow      tf^^^t~f^r^  1.  I  Hi  LAJCiy 
tohandleaflyrod.Aboveall, you'll       L^:  .lf.".JfeaB  7^  C^\\7kTX\7\ 

value  the  captivating  hospitality  and     J^^^  CIL  Vxl  ICll  1  Id 

camaraderie  of  a  special  kind. 


PO  BOX  127F,  CHAMA,  NEW  MEXICO  87520 


'l\  orl(J- class  hunting  &  fishing  in- season  only,  of  course. 


A  Jicarilla  Apache  Territory. 


Books 

The  Turnleys'  double  exposures;  a  fast-paced  newsroom  thriller;  and  moi 


DAVID  AND  PETER  TURNLEY:  IN  TIMES  OF  WAR  AND  PEACE, 
photographs  by  David  and  Peter  Turnley;  Abbeville  Press;  $60  (April) 

David  and  Peter  Turnley  are  crying  over  a  lifeless  body,  a  Bosnian 

American-born  identical  twin  wedding  with  armed  groomsmen — are 

brothers  who,  between  them,  stark  and  disturbing.  Others — espe-  Top:  Eastern  Sudan, 

have  taken  some  of  the  most  incredible  cially  Peter  Turnley's  early  photos  of  1988,  by  Peter  Turn- 

documentary  photographs  of  the  last  Paris,  where  both  brothers  now  live —  ley;  below:  Cape  Town, 

quarter  of  this  century.  Some  of  the  im-  are  wry  and  whimsical.  All  are  stun-  South  Africa,  1986, 

ages  in  this  book — a  child  in  Zaire  ning  and  thought-provoking.  by  David  Turnley. 
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A  FIRING  OFFENSE,  by  David  Ignatius;  Random  Home;  $2j  cloth  (May) 


M  \  here's  a  point  in  most  thrillers, 
I  M  usually  a  quarter  or  a  third  of 
^  the  way  through  the  book, 
^'here,  as  they  say,  "things  begin  to 
tick  up."  This  is  the  polite  way  of  de- 
cribing  that  point  at  which  the  writ- 
r  has  duly  completed  the  obligatory 
nitial  business  of  setting  tone,  estab- 
ishing  character  and  revealing  the 
)ack  story — and  is  finally  free  to  begin 
ndulging  in  the  thriller's  unabashed 
aison  d'etre:  plot. 

In  A  Firing  Offense,  David  Ignatius' 
)reathtakingly  good  new  yarn,  things 
,)egin  to  pick  up  immediately,  about 
ive  pages  into  the  first  chapter — and 
lon't  let  up  for  another  300  pages, 
vhen  it's  all  over.  If  the  mark  of  a 
;rcat  thriller  is  the  seamlessness  of  ac- 
ion,  character  and  exposition,  then 
gnatius  has  written  a  contemporary 
lassie  of  the  genre.  Every  detail  is  rel- 
\'ant;  nothing  is  extraneous.  People, 
1  laces  and  events  that  seem  to  have 
jnly  the  most  marginal  of  relation- 
hips  to  one  another  turn  out  to  be 
connected  in  profound 
and  shocking  ways. 

Eric  Truell  is  the 
Paris  bureau  chief  for 
the  New  York  Mir- 
ror, a  daily  newspaper 
clearly  modeled  after 
the  New  York  Times  in 
terms  of  its  reach  and 
impact  on  world  af- 
fairs. When  he  breaks 
_.  —    JIM  a  major  story,  exposing 
JM  flHH  ^  web  of  corruption  at 
^^^^1  the  senior  levels  of  the 
H^^l  Pi'cri^^h  government, 
he  instantly  becomes 
a  journalistic  hotshot, 
nd  returns  to  the  United  States  with 
'i  plum  assignment  in  Washington, 
D.C.,  the  dream  of  all  reporters:  to 
ATite  about  whatever  he  wants. 
Still  high  from  his  triumphs  abroad. 


the  young  reporter  knows  just  what  he 
wants  to  do:  keep  raking  muck.  His 
editors  are  happy  to  oblige — although 
they'd  probably  be  less  happy  if  they 
knew  just  how  closely  Truell  is  dancing 
with  his  CIA  sources.  One  of  them, 
a  brilliant  but  unbalanced  low-level 
spook  named  Rupert  Cohen,  is  the 
leak  behind  Truell's  biggest  stories; 
but  whatever  unease  Truell  feels  about 
using  Cohen  as  a  source  is  eclipsed  by 
the  professional  adulation  he  receives 
once  his  stories  run  the  next  day. 

The  rationalizations  become  more 
difficult,  though,  when  Cohen  drops 
that  one  of  Truell's  most  esteemed  col- 
leagues— the  Mirrors  senior  reporter 
on  international  affairs — is  in  fact  an 
agent  of  French  intelligence.  Truell  is 
irrevocably  drawn  into  the  shadow 
world  of  post-Cold  War  espionage, 
where  global  economic  competition 
has  replaced  ideology  and  nuclear  arms 
as  the  singular  issue  worth  spying — 


and  making  it.  It  also  cleverly  juxta- 
poses the  mission  of  the  journalist 
with  that  of  the  spy,  illustrated  by 
Truell's  observation  upon  meeting 
with  one  of  his  CIA  connections: 
"[WJhen  you  boiled  the  externalities 
away,  we  had  done  much  the  same 


People,  places  and  events  that  seem  to  have  only 

the  most  marginal  of  relationships  turn  out 
to  be  connected  in  profound  and  shocking  ways. 


and  killing — for.  Before  he  can  extri- 
cate himself,  he'll  risk  his  life  several 
times  uncovering  the  nefarious  links 
between  two  of  the  world's  leading 
economic  powers,  the  rush  to  create  a 
new  class  of  biological  weapons,  and 
that  elite  club  of  journalists  with  the 
power  to  shape  foreign  policy  in  a 
thousand- word  newspaper  column. 

Ignatius,  himself  a  longtime  report- 
er and  editor  at  the  Washington  Post 
and  a  writer  of  three  other  thrillers, 
brings  to  this  setting  a  realism  that 
could  only  come  from  an  insider.  A 
Firing  Offense  is  that  rare  thriller  with 
actual  themes:  about  the  ethics  of 
crossing  lines  between  self  and  coun- 
try, between  personal  gain  and  the 
public  interest,  between  reporting  news 


work.  We  had  both  been  in  the  busi- 
ness of  gathering  information — elic- 
iting it,  trading  for  it,  teasing  it  out 
of  reluctant  subjects.  He  called  his  in- 
formants 'agents,'  and  paid  them  mon- 
ey. I  called  them  'sources,'  and  gave 
them  other  kinds  of  rewards." 

Because  he's  a  student  of  newspa- 
pers and  foreign  affairs,  Ignatius'  in- 
sights into  the  worlds  of  journalism 
and  espionage  create  a  context  that's 
totally  beUevable.  And  because  he's  an 
equally  diligent  student  of  thrillers,  A 
Firing  Offense  grips  you  from  its  first 
pages  and  defies  you  to  put  it  down. 
Sure,  it'll  be  a  great  movie  (Tom 
Cruise  has  already  snapped  up  the  film 
rights),  but  don't  wait. 

—JEFF  TURRENTINS 
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Lise  Haxton 
Oliver  Peoples  Sales  Associate 
wears  our  Madison  frame. 
What's  your  frame  of  mind? 

OLIVER  PEOPLES* 


Oliver  Peoples  Opticians 

Los  Angeles 

Neiman  Marcus 

Beverly  Hills/NorthPark/San  Francisco 

Morgenthal-Frederics  Opticians 

New  York 

Purdy  Opticians 

New  York 

Au  Courant 

Ann  Arbor/Bal  Harbour 
Naples/Princeton/Troy 

Squirrel  Hill  Eyetique 

Pittsburgh 

Optica 

Boston/Chicago/Houston 

City  Optix 

San  Francisco 

Image  Optical 

Nashville/Columbus 

Salle  Opticians 

Atlanta 
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THE  HUNTERS,  by  James  Salter; 
Counterpoint;  $22  cloth  (July) 

Award-winning  novelist  and  short  story 
writer  Salter  {A  Sport  And  A  Pastime, 
Dusk  And  Other  Stories)  was  never 
completely  satisfied  with  this,  his  first 
novel,  published  in  1956  and  out  of 
print  for  four  decades.  So  recently  he 
returned  to  it  and  addressed  the  "im- 
perfections" he  felt  had  marred  its  ini- 
tial publication.  Cleve  Saville  is  an 
ambitious  fighter  pilot  who  goes  to 
Korea  with  the  intention  of  downing  as 
many  enemy  planes  as  he  can  and  be- 
coming a  hero.  Fully  prepared  for  air 
combat,  Saville  discovers  he's  less  pre- 
pared for  the  stealthy  enemies  inside 
himself — the  anxiety  and  self-doubt 
with  which  he  must  wage  daily  battle 
during  his  daylong,  silent  flights.  A 
great  American  novel  whose  resur- 
rection is  long  overdue. 

ERNIE  PYLE'S  WAR:  AMERICA'S 
EYEWITNESS  TO  WORLD 
WAR  II,  by  James  E.  Tobin;  Free  Press; 
$2j  cloth  (June) 


ERNIE 


PYLE'S 


Ernie  Pyle  was  the 
kind  of  war  corre- 
spondent who  would 
be  impossible  to  find 
on  the  front  lines  to- 
day. American  sol- 
diers in  World  War  II 

ir-^  considered    him  a 

brother  in  arms  and  more — a  truth- 
teller,  someone  who  understood.  He 
was  the  subject  of  a  Time  cover  story, 
and  he  received  personal  letters  of 
thanks  from  Eisenhower;  when  he  was 
killed  on  Okinawa,  President  Truman 
led  the  nation  in  mourning.  This  book 
is  an  account  of  Pyle's  career  that  nei- 
ther romanticizes  the  man  nor  ignores 
his  demons.  It's  as  plain  spoken  as  its 
subject,  and  one  of  those  refreshing  bi- 
ographies that  lets  acts  speak  for  them- 
selves. In  this  case,  the  acts — Pyle's  old 
dispatches  and  columns — speak  with 
touching  eloquence. 


FEEDING  FRENZY:  ACROSS 
EUROPE  IN  SEARCH 
OF  THE  PERFECT  MEAL 
by  Stuart  Stevens;  Atlantic  Monthly 
Press;  $22  cloth  (June) 


Yes,  it's  a  gourmand's  travel 
ogue  through  Europe — ^bu 
no,  it  most  certainly  isn 
the  stuffy  guidebook  you'r 
imagining  it  is.  Pohtica 
consultant  and  TV  write 
Stuart  Stevens  has  written  a  clever  ano 
colloquial  account  of  what  may  be  thi 
ultimate  foodie  road  trip:  two  friend 
and  various  hangers-on  traverse  West 
ern  Europe  in  a  candy-apple-red  196 
Mustang,  stopping  to  eat  at  the  grea 
restaurants  of  France,  Italy,  Belgiun 
and  England.  A  very  Rin  read. 

I DONT  KNOW  WHY  I  SWALLOWED  ^ 

THE  FLY:  MY  FLY-FISHING 
ROOKIE  SEASON,  by  Jessica  Max'well;\ 
Sasquatch  Books;  $20  cloth  (May) 


The  author,  a  fishing  and 
outdoors  writer  living  irj 
Oregon,  humorously  and 
sometimes  poignantly 
recounts  her  induction 
into  the  community  ofi 
fly  fishers — still  a  cli-1 
quish  lot,  although  by  no  means  exclu-j 
sively  a  boy's  club  anymore.  As  she  angles^ 
in  the  rivers  of  the  Northwest  (and, 
briefly,  Mongolia),  she  finds  that  thet 
act  of  fishing  opens  doors  of  memory 
and  emotion  that  allow  her  to  meditate! 
on  epistemology,  her  relationship  with 
her  father  and  the  place  of  women  in 
nature.  Idiosyncratic,  but  refreshing. 

IDIOM  SAVANT:  SLANG  AS  IT 
IS  SLUNG,  by  Jerry  Dunn;  Henry  Holt 
and  Company;  $25  cloth  (June) 

Fishermen:  ever  had  your  snake  cherry- 
picked  by  a  CadLUac?  Movie  executives: 
frustrated  by  a  gross  player's  deal  memo 
for  favored-nation  status?  Most  others: 
totally  baffled  by  these  vernacular  terms 


FYI  ASKS  AMERICA'S  CEO's:  WHAT  BOOK  HAS  MOST  CHANGED 
YOUR  OUTLOOK  ON  BUSINESS,  LIFE  OR  BOTH? 


at  only  insiders  seem  to  understand? 
.  this  fascinating  encyclopedia  of  argot, 
m'U  learn  how  to  converse  with  jazz 
usicians,  waitresses,  doctors,  skiers, 
)ps,  bird  watchers  and  many  more 
cups  who  have  developed  their  own 
ivate,  specialized  languages  to  de- 
ribe  their  worlds. 

<  DOG'S  BEST  FRIEND:  ANNALS  OF 
mE  DOG-HUMAN  RELATIONSHIP, 
by  Mark  Derr;  Henry  Holt 
and  Company;  *2j  cloth  (June) 

Humans  and  dogs  have 
lived  symbioticaUy  for  so 
long  now  that  most  peo- 
ple tend  to  take  the  rela- 
tionship for  granted.  Not 
Mark  Derr,  whose  book 
examines  the  relationship 
1  loving,  attentive  detail.  Derr  observes 
verything  from  the  Alaskan  Iditarod 
1  the  field  trials  in  quail  country.  His 
ccount,  and  his  insights,  wiU  be  of  in- 
;rest  to  aU  dog  lovers. 


THE  ROAD  TO  SERFDOM,  byFnedrkhA.  Hayek;  University 
of  Chicago  Press;  $ii  paper 

Austrian  economist  Friedrich  A.  Hayek's  contributions 
went  well  beyond  analyzing  numbers  into  the  realms  of 
social  philosophy.  An  early  critic  of  the  Keynesian  eco- 
nomic  model,  which  prescribed  government  intervention 
I  ly^H  to  correct  fluctuations,  Hayek  staunchly  argued  that  mar- 
IT^^H  kets  were  basically  self-correcting  and  that  the  preserva- 
tion of  economic  freedom  was  the  surest  stand  against 
tyranny.  As  perhaps  the  most  visible  20th-century  propo- 
nent of  the  Austrian  economics  tradition,  Hayek  did  much 
to  publicize  its  laissez-faire  tenets  when  he  joined  the  fac- 
ulty of  the  University  of  Chicago  and  helped  found  the 
"Chicago  school"  of  economic  theory,  a  school  that  also 
included  Henry  Simons  and  Milton  Friedman.  The  Road  To 
Serfdom,  published  in  1944,  was  one  of  Hayek's  most  pop- 
ular and  accessible  books,  focusing  less  on  technical  economic  theory 
and  more  on  economics  as  it  related  to  the  social  and  political  issues  of 
the  day.  As  Northwest  Airlines'  Dasburg  puts  it:  "It  teaches  us  about 
the  fragility  of  democracy  and  the  dangers  of  the  natural  tendencies 
toward  centralized  government  planning." 


John  Dasburg, 
president 


and  CEO 


of  North-west 


Airlines 


ANY  Promise  The 
Vacation  Of  The  Century. 


Few  Have  The  Century  To  Back  It  Up. 

One  hundred  years  ago,  Henry  Flagler  created  a  resort  destined  to  become  the  finest  in  the  world. 

Today  in  Palm  Beach,  discover  the  new  Breakers,  where  the  completion  of  a  spectacular 
$75-million  renovation  marks  the  exciting  beginning  ot  a  second  century  of  hospitality.  Be  pampered 
in  elegantly  appointed  rooms  with  exceptional  amenities.  And  select  from  recreational  activities 
that  will  satisfy  your  every  playful  whim.  /^^A/ 

For  reservations  and  information  on  our  Centennial  Package,  ^--^^o  '^^fi^'^  OcJ^Tx 
call  your  travel  professional  or  The  Breakers  toll-free  at  (  ^V^^  "^^^  f) 

,.888-BREAKERS  roda,  <T^E  BREAKERS" 

•  Five  restaurants  •  Two  18-hole  goU  courses  pa  L  M  B  E  A  c  H 

•  21  Har-Tru  tennis  courts     •  Half-mile  private  beach  A  Century  Of  Grand  Traditions 

„  .       1  1  •  1  Owned  and  operated  bv  Flagler  System.  Inc. 

•  Water  sports  •  Supervised  kids  program  Qne  South  County  Road 
Visit  The  Breakers  online  at  http://www.thebreakers.com               Palm  Beach,  Florida  33480 

(561)  655-6611 
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The  SuKHOTHiM 


13/3  .South  Sithorn  Road, 
B.ip.gkok  10120,  Thailand 
Tel:  (662)  287  0222,  Fax;  (662)  287  4980 

Representee)  VSV.riciHiiie  by  Sterling  Hotels  and  Rtsortv 
United  States  Toll-tree  Tel:  1  800  637  7200, 
V.'oridtt'ui:'  GDS  access  code:  WR 


THE  TEN  ESSENTIAL  BOOKS  ON  WAR  AND  THE  MILITARY 

compiled  by  Robert  Cowley,  editor  in  chief  of  Military  History  Quarterly 


•  The  Western  Way  Of  War  (Ox- 
ford University  Press;  $13  paper;  800- 
451-7556).  by  Victor  Davis  Hanson.  The 
subject  of  this  brilliant  short  book  is 
Greek  hoplite  w^arfare,  and  it  has  never 
received  a  better  telling.  But  a  bigger 
subject  overrides  Hanson's  description 
of  these  choreographed  brawls — 
the  legacy  of  the  "decisive"  battle. 

•  The  Military  Revolution  (Cam- 
bridge University  Press;  $55  cloth,  $20 
paper;  800-872-7423),  by  Geoffrey 
Parker.  I  recognize  that  I  may  be  ac- 
cused of  cronyism — Parker  and  I  are 
coeditors  of  The  Reader's  Companion 
To  Military  History — but  this  is,  quite 
simply,  one  of  the  most  influential 
books  of  military  his- 
tory of  recent  years:  an 
account  (and  account- 
ing) of  how  a  revolu- 
tion in  war-making 
allowed  the  West  to 
dominate  the  world. 

•  Montcalm  And 
Wolfe  (Library  Of  America;  $40  cloth; 
212-308-3360),  by  Francis  Parkman. 
Parkman's  narrative  of  the  French  and 
Indian  Wars  concludes  the  seven  vol- 
umes of  his  France  &  England  In  North 
America.  This  is  history  in  the  grand 
manner,  as  exciting  and  readable  now  as 
it  was  when  it  was  published  in  1884. 
Make  a  project  of  the  entire  series:  you 
won't  be  disappointed. 

•  War  And  Peace  (several  editions 
in  print),  by  Leo  Tolstoy.  Was  it  Hem- 
ingway who  called  this  "the  heavy- 
weight champion"?  Tolstoy's  account 


of  Russia  in  the  Napoleonic  Wars  is 
certainly  the  greatest  war  novel — and 
may  be  the  greatest  novel,  period.  Un- 
less you're  a  glutton  for  philosophicall 
punishment,  though,  you  can  probably 
skip  the  protracted  meditation  on  his- 
tory at  the  end. 

•  The  Civil  War  (Random  House;; 
three-volume  set,  $125  cloth,  $72  paper;| 
800-726-0600),  by  Shelby  Foote.  Since  1 
winners  generally  write  history,  per-j 
haps  it's  no  accident  that  we  had  toj 
wait  a  century  for  a  Southerner  to  pro-' 
duce  a  truly  fine  history  of  the  War  of  thei 
Rebellion.  The  wait — and  the  weight| 
(three  large  volumes) — were  worth  it.j 
The  American  Iliad  needed  a  novelist 

Action  junkies  may  not  take  to  it, 
but  with  A  World  At  Arms, 
Weinberg  has  written  the  most 
authoritative  single-volume 
account  of  the  Second  World  War. 

to  do  it  justice,  and  in  Foote  it  got  a 
good  one — ^who  also  happens  to  be  a 
good  historian.  (Also  highly  recom- 
mended: James  M.  McPherson's  Battle 
C?y  OfFreedotn.) 

•  The  Fall  Of  Paris  (out  of  print; 
check  your  library  or  local  used  book- 
store), by  Alistair  Home.  Two  sieges 
for  the  price  of  one:  first,  the  German 
encirclement  of  the  city  in  1870-71, 
and  then  the  bloodier  strangling  of  the 
Commune.  During  the  German  siege, 
Home  tells  us,  Parisians  consumed  rats, 
cats,  dogs,  horses  and  most  of  the  ani- 


nals  from  the  zoo  (hump  of  camel  was 
onsidered  a  delicacy).  This  is  one  of 
he  classics  of  popular  history. 
<  A  History  Of  The  Great  War 

out  of  print;  check  your  library  or 
ocal  used  bookstore),  by  C.R.M.F. 
^ruttwell.  The  book  appeared  in  1931, 
mt  for  my  money  it's  still  the  best  his- 
ory  of  World  War  I.  My  copy  (which 
.  inherited  from  my  father)  is  falling 
ipart  from  use.  Cruttwell  was  an  Ox- 
"ord  don  who  served  on  the  Western 
"ront  and  emerged  from  the  war,  his 
lerves  permanently  shattered  but  his 
listorian's  instincts  unimpaired. 
I » Some  Desperate  Glory  (Trans- 
atlantic Publications;  $28  paper;  215-925- 
;o83),  by  Edwin  Campion  Vaughan. 
R.ead  this  diary  by  a  19-year-old  Brit- 
sh  subaltern  and  you'll  understand 
A'hy  men  like  Cruttwell  lost  it;  so, 
irobably,  did  young  Vaughan,  whose 
ife  after  the  war  never  amounted  to 
nuch.  His  diary  centers  on  his  experi- 
imces  at  Ypres  in  1917 — an  ordeal,  as 
liomeone  wrote  of  it,  played  out  "on 
he  far  edge  of  nightmare." 
»  A  World  at  Arms  (Cambridge 
Jniversity  Press;  $40  cloth,  $20  paper; 
^00-872-7423),  by  Gerhard  L.  Wein- 
berg. Action  junkies  may  not  take  to 
:his,  but  Weinberg  has  written  the 
Tiost  authoritative  single-volume  ac- 
;ount  of  the  Second  World  War,  a 
Dook  that  the  author  describes,  with 
imple  reason,  as  a  "global  history."  It's 
:asy  enough  to  tell  what  happened,  but 
i:o  explain  why  requires  the  sort  of  vast 
Knowledge  that  Weinberg  commands. 
•  With  The  Old  Breed  (Oxford 
[Jniversity  Press;  $14  paper;  800-451- 
17556),  by  E.  B.  Sledge.  Sledge,  a  pro- 
fessor of  ornithology  at  an  Alabama 
jniversity,  set  out  to  record  his  exper- 
iences as  a  young  Marine  in  two  of 
jthe  nastiest  Pacific  battles:  Peleliu  and 
! Okinawa.  Meant  originally  for  his  im- 
mediate family,  it  is  a  book  without  art 
or  pretension.  It's  also  one  of  the  great 
memoirs  of  war. 

Note:  A  remarkable  book  about  the 
American  Revolution  will  appear  in 
stores  this  fall,  Richard  M.  Ketchum's 
Saratoga  (Henry  Holt  and  Com- 
pany). Look  for  it.  • 
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Hippolyte  et  Aricie 

Jean-Phillipe  Rameau 

Featuring  Les  Arts  Florissants 

Conducted  by  William  Christie 

Directed  by  Jean-Marie  Villegier 

with  Les  Fragments  Reunis  Dance  Ensemble 

William  Christie  leads  this  Paris  Opera 
co-production  of  Rameau's  stunning  music 
drama  based  on  the  tragic  Euripidean  tale  of 
Phaedra  and  her  incestuous  love  for 
Hippolytus. 

BAM  Opera  House 

May  7*  &  9  at  7:30pm 
Weekday  Tickets:  $95,  65,  25 
May  10  at  7:30pm,  May  11  at  3pm 
Weekend  Tickets:  $110,  75,  30 

Sung  in  French  with  English  surtitles 


Spring  Gala 

^    Tickets  including  6pm  supper  $600  &  $1,000 
^    Call  BAM  Special  Events  718.636.4174 
Sponsored  by  Forbes  Inc.      Photo:  Micnei  zsabo 


For  tickets  call  Ticketmaster  212.307.4100 

Fax  718.857.2021/ Groups  212.398.8383  /  Info  &  BAMbus  718.636.4100/  www.bam.org  ' 


BAM  135th  Anniversary  Philip  morris 
Season  is  sponsored  by  ^  o  m  p  a  n  i. .  s  i  n  c.^ 


Leadership  support  provided  by: 

Association  Frarjgaise  d'Action  Artistique 


BAM  Prefers: 


When  ordering  your  tickets, 

^  please  use  your  VISA®  card      The  Florence  Gould  Foundation 


THE  SWEET  SMELL 
»  OF  SUCCESS' 

HOYO  DE  MONTERREY  EXCAUBUR  #3  ^ 

Created  for  ex-Havana  smokers,  the  6V8"  x  48  ring  Excalibur,  is  still  consid-  * 
ered  by  knowledgeable  smokers  to  be  the  epitome  of  cigar  smoking  ei^'t?^ 

(pleasure.  Handmade  in  Honduras  of  select  Cuban-seed  tobaccos,  ^j^Vx*  \\v 
non-Cuban  Excaliburs  are  preferred  by  those  uncompromising       v9 1  ^%\yy 
leaders  who  strive  for  excellence.  These  outstanding  '**' 
cigars  are  sought  aft( 
of  discriminating  tast 
MYINTRODUCK 
TO  NEW  GUST 

6  Hoyo  de  Monterrey 
Excaliburs  #3  for  $15.0 
f        Regular  Retail  $24.00. 


THOMPSON  CIGAR  CO. 

P.O.  Box  31274  •  Tampa,  FL  33633-0537  •  Dept.  T431 

Send  me  6  Natural  wrapper,  Hoyo  de  Monterrey  Excaliburs  #3  (N48255)  For  St5  00  +  $3,95  shipping. 
(Florida  residents  add  6%  sales  tax  +  appropnate  county  tax)  ONE  ORDER  PER  CUSTOMER 


Apl  » 


Daytime  Phone  i  

□  $18.95  Enclosed.  Charge  to  my  □  VISA  □  MasterCard  □  AmExpress  □  Discover 


■i:  '  America! s  Oldest  Mail  Order 
Cigar  Company.  Est.  1915 

995,  Thompson  &  Co.,  Inc. 


Signed 


Credit  Card  No  (PnnI  All  Digits)  Exp  Date 

OFFER  EXPIRES  9/97  •  OFFER  NOT  AVAIUBLE  TO  MINORS  •  OFFER  GOOD  ONLV  IN  THE  USA 


1-800-237-2559  Dept-T431  Fax:813-882-4605 
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TWO  Important  New  Book 

''The  Civil  War  is  the  thing  that  makes  America  different. 
It  was  our  most  tremendous  experience,  and  it  is  not  quite 
like  anything  that  ever  happened  to  anyone  else.'' 

—  Bruce  Catton 


rich,  dramatic, 
and  unforgettable 
re-creation  of  the 
Civil  War  with  more 
than  800  photographs, 
sketches,  paintings, 

V 

maps,  and  first -person 
accounts. 


Each  book  includes  a  Civil  War  Strategy  Game 
on  CD-ROM  for  Windows.  $50.00  (C9) 


Janies  M.  McPherson,  today's  preeminent  Civil  War  liistorian,  has  enriched  Bruce  Catton's  imsiupassed 
nanatiw  liistory  with  an  exterfeive  array  of  archival  material  culled  from  across  the  nation  and  abroad. 
All-now  sidebars  and  contemporaV  documents  tell  the  story  of  the  war  in  the  voices  of  those  who 
U(h1  it.  Newly  developed!  three-dimensional  maps  illuminate  the  war's  battles  and 
with  p^staldiig^^^^ura^cy.  An  enduring  masterpiece,  and  a  welcome  gift  for  any  occasion. 


om  American*''^ritage 

njoy  this  extraordinary  collection  brimming 
with  wisdom  and  witticisms  from  America's  most 
well-known  humorists, 
Presidents,  heroes, 
villains,  and  others... 


AmericanHeritage 


''...Easily  the  best  hook 
of  American  quotations 
ever  compiled. " 

—  Douglas  Brinkley, 

director,  The  Eisenhower 
Center  for  American  Studies 


DICTIONARY 

OF 

AMERICAN 
QUOTATIONS 


More  than  5,000  quotations 
on  over  500  topics,  arranged  historically 
and  annotated  extensively 


Selected  and  Annotated  by 

MARGARET  MINER  and  HUGH  RAWSON 


$29.95  (Gil) 


More  than  5,000  quotations  from  American  legends  such  as  Al  Capone,  Abraham  Lincoln,  Yogi 
Berra,  and  Ronald  Reagan.  Features  include  chronological  arrangement  of  quotations  within  each 
topic,  allowing  readers  to  trace  the  progress  of  key  historical  events.  FuUy  cross-referenced  and  with 
author  and  key-word  indexes,  the  book  is  a  perfect  addition  to  any  home  library  and  an  ideal  gift  for 
students,  writers,  speakers,  history  buffs,  and  the  incurably  curious. 


/  /    R.S.V.P.  MORE  INFORMATION,  PlEAj 


ACCESSOWES 


1.  BAILY,  INC.  Featuring  Banbury  from  the  Ball>  Men's  Spring/ 
Summer  1997  Collection.  Nubuck  footwear  featuring  Double  Blake 
construction  for  unsurpassed  lit  and  durability.  l-8(iO-96-Bally  ext.  564. 

2.  THE  BUCCELLATl  PEN  COU^CTION  Since  1919  the  house  of 
Buccellati  has  been  recognized  worldwide  for  its  fine  jewehy  and 
silver.  Today  Buccellati  announces  the  Buccellati  Pen.  This 
unique  pen  collection  includes  a  fountain  pen,  a  roller  ball  and  a 
ballpoint  pen  -  ;ill  available  in  18k  gold,  18k  gold  with  laquer, 
vermeil,  vermeil  widi  laquer,  and  sterling  silver.  For  further  details, 
please  call  1-800-223-7885. 

3.  COLE-HAAN  Know  Cole-Haan,  Modem  classic  footwear  and 

accessories  for  discerning  men  and  women.  Know  the  difference 

4.  MERCEDES-BENZ  OF  NORTH  AMERICA  1  800  FOR-MERCEDES. 


ADVENTURE 


5.  THE  LODGE  AT  CHAM.A  F-xdusive  world-renowned  haven  in 
San  Juan  Mountains,  Northern  New  Mexico.  EnUiraUing  landscape: 
lakes,  streams,  wildUfe.  Experienced  sports  guides,  top-notch 
amenities,  epicurean  cuisine.  Brochure. 


6.  ALDEN  SHOE  Manufacmrer  of  custom-quality  shoes  and  boots  for 
discriminating  gendemen  since  1884. 

7.  AllEN-EDMONDS  SHOE  CORPORATION  World-class  footwear 
for  men  Named  "one  of  the  25  products  America  makes  best"  by 
Made  in  the  USA  Foundation.  Distinctive  footwear  hand-crafted  of 
all-natural  materials. 

8.  RORSHEIM  GROUP  INC.  America's  leading  manufacturer  of 
quahty  dress  and  casual  men's  footwear.  Discover  why  the  famous, 
best-dressed  and  most  successful  men  have  discovered  Florsheim. 
www.florsheim.com  or  1-800-  446-3500. 

9.  HUGO  BOSS  FASHIONS 

10.  JOHNSTON  &  MURPHY  Handcrafted  For  Gentlemen  Since  1850 
Check  out  what's  new  by  calling  1-800-445-8218  for  a  free  catalog 
or  visit  us  at  www.iohnstonmurphy.com. 

1 1.  LANDS'  END  sells  traditionally  styled  clodiing  for  men,  women 
and  children  -  including  dieir  famous  Pinpoint  Oxford  shirts. 
Everything  is  guaranteed  absolutely.  Free  catalog,  1-800-356-4444. 

12.  TANINO  CRISCI  Celebrated  bootmaker  of  Milan  for  80  years. 
TANINO  CRISCI  has  a  range  of  refined  and  understated  shoes  for 
men  and  women,  entirely  handmade. 


BUSINESS  OPPORTUNITIES 


13.  AMWAY  CORPORATION  One  of  the  largest  seUing  companies 
in  the  world,  .taway  markets  diousands  of  quahty  products  and 
provides  a  business  opportunity  to  people  in  over  6o  countries. 
Free  information  packet,  www.amway.com  or  1-800-544-7167. 


CONSUMER  ELECTRONICS 


14.  WILLOUGHBVS  The  oldest  &  most  prestigious  photographic 
&  electronics  retailer  in  New  York  Gty.  We  offer  discounted  prices  & 
the  largest  selection  of  photographic,  electronic  &  computer  products, 
combined  with  the  highest  level  of  service. 


EXECUTIVE  GIFTS 


1 5.  CARIBBEAN  TRADERS  The  advenmres  of  the  legendary  J.  Jeremiah 
Jefferson  111  come  to  life  in  unique  merchandise  &  Apparel,  exclusively 
from  (iribbean  Traders  For  a  free  catalog  -  and  die  further  advenmres 
of  "J3 '  -  call  toll  free  1-800-322-2319. 

16.  DAVIDOFF  OF  GENEVA  1-800-328-4365  ext.  63. 

17.  FOUNTAIN  PEN  HOSPITAL  Call  for  free  catalog  of  fine  writing 
instruments  at  unbeatable  discount  prices,  largest  selection  of 
antique  pens  in  the  world.  Free  sample  Vintage  Pens  Quarterly  price 
hst  Guaranteed  repairs  on  all  makes.  1-800-253-PENS. 

18.  THOMPSON  CIGAR  CO.  Best  selection  of  domestic  and  imported 

cigars,  pipes,  pipe  niLxtures  &  smoking  accessories.  Punch, 
Macanudo,  11.  Upmaiui,  Partagas  and  many  more.  1-800-237-2559. 


E'reWARE 


19.  OLIVER  PEOPLES  An  ecclectic  coUection  of  quahty  opthamahc 
frames,  sun  chps  and  sunglasses.  Available  in  fine  optical  boutiques 
and  specialty  stores  worldwide. 


20.  JOHNSON  &  JOHNSON  For  your  free  Sporanox  'Kick-It  Kit"  call 

l-80O-595-NA!LS  ext.  268. 


22.  filOUNDA  BEACH  HOTEL  &  VUIAS  Unique  Mediterranean  resort 
widi  villas  on  the  water's  edge  and  exclusive  suites  widi  private  outdoor 
and  indoor  swimming  pools,  www.compuhnk.gr/eloundabeach. 

23.  GRAND  HERITAGE  HOTELS  INTERNATIONAL  are  one-of-a-kind, 
historically  signilicant  hotels.  Each  proudly  exhibits  the  rich  heritage 
of  dieir  distinct  locations.  Each  casde,  manor  house,  or  stately  hotel 
has  a  colorful  history  of  accommodating  well-known  actors,  poUticians, 
heads-of-state  and  other  renowned  celebrities.  1 -800-HERITAGE  or 
visit  www.grandheritage.com. 

24.  INTER-CONTINENTAL  HOTELS  &  RESORTS,  EUROPE 

offers  exceptional  value  at  an  affordable  price  this  summer  with 
die  Summer  Options  program.  Call  1-800-327-0200  or  visit 
www.interconti.com. 

25.  THE  OBEROI  GROUP  OF  HOTELS  For  further  information  on 
any  Oberoi  Hotel  worldwide,  call  our  regional  sales  office  in  New 
York  at  1-800-fa-OBEROI,  For  reservations,  call  1-800-5-OBEROl. 
For  reservations  through  the  GDS'S.  use  code  "OB  ", 

26.  THE  PENINSULA  BEVERLY  HILLS  IdeaUy  located  at  die  comer 
of  WQshire  and  Santa  Monica  Boulevards  and  widiin  easy  walking 
distance  of  die  financial  and  shopping  areas  of  Beverly  Hills. 
pbh@peninsula.cora  or  www.peninsula.com, 

27.  THE  SUKHOTHAl  BANGKOK  A  5-star  oasis  of  tranquihty  set 
in  die  heart  of  the  diplomatic  and  banking  district  of  Bangkok. 
Complete  widi  restaurants,  fitness  centre,  pool  and  business  centre. 
beaufort@kscll.di.com. 

28.  THE  WALDORF  TOWERS  This  superiative  New  York  boutique 
hotel  defines  graciousness.  125  exquisite  suites  and  120  beautifully 
appouited  executive  accommodations.  For  reservations.  calJ 

The  Waldorf  Towers  at  1-888-WATOWER 

29.  WESTIN  HOTELS  &  RESORTS  For  more  infonnation  or  reserva- 
tions at  any  of  the  WesUn  hotel  or  resort  destinations  worldwide  call 
your  travel  agent  or  1-800- WESTIN- 1.  www.westin.com. 


INSURANCE/FINANCIAL 


30.  FIDELITY  INVESTMENTS  CHARFTABLE  GIFT  FUND  This  innovative 
hind  utihzes  Fidehty's  proven  investment  savvy  to  maximize  the 
monev  you've  set  aside  for  charitv  whde  minimizing  your  taxes. 
1-800-682-4438. 


JJO'lJ-LS 


21.  THE  BREAKE-Rj:,  VMM  SEACH,  FLORIDA  The  Breakers  elebrates 
its  Centejiniai  AmiivCKary  and  features  newly  reno-'ated  gue>i  rooms, 
two  18-hole  golf  courses,  21  lerjiis  courts,  half-mile  private  i'rach, 
chddren's  prognuns  and  muc'n  more. 


JEWELRY  &  WATCHES 


31.  BAUME  &  MERCIER  Since  1830,  creators  of  quahty  Swiss 
timepieces.  Send  for  our  free  catalog  featuring  our  complete  watch 
collection,  www,baume-et-mercier  com  or  1-800- MERCIER, 

32.  BREITLING  USA,  INC.  combines  three  worids:  sky  and  airmen, 
past  and  present,  sea  and  seafarers,  and  die  company's  earhest 
efforts  to  provide  enterprising  professionals  with  time  instruments 
of  die  highest  order,  1-800-348-3332, 

55.  GUCCI  TIMEPIECES  MODEL  5505  Intertwining  stainless  steel 
horseshoes,  inspired  by  die  Gucd  tt^dition,  surround  diis  sophisticated 
timepiece.  Sapphire  crystal,  water-resistant,  ETA  Swiss  quartz 
movement.  Call  1-800-925-0035  for  authorized  dealer, 

54.  HONORA  creates  timeless  designs  hand  crafted  in  Eighteen- 
Karat  Gold  and  Platinum,  For  a  brochure  and  a  jeweler  nearest  vou, 
call  1-800-223-0440, 

35.  RADO  WATCHES  Unique  quahty  timepieces  with  lasting  beauty. 
Made  from  scratchproof  materials  including  high-tech  ceramics  and 
hard  metals.  For  men  and  women.  Water  resistant,  .Swiss  made, 

56.  VIZIO  A  post-modem  perspective  on  time.  Sleek,  Swiss  made 
The  name  means  "vision,  "  The  hinged  bracelet  design  is  angular, 
architectiiral  in  feehng.  The  VIZIO  watch  collection  includes  strap 
and  bracelet  models  in  4  sizes  12-page  color  brochure, 
1-888-8MOVADO  or  www.vizio.com. 


MOTORCYCLES 


57.  BMW  MOTORCYCLES  Germany  s  highest  expression  of  freedom 

on  two  wheels  merges  power,  performance  and  safety.  Call 

1 -800-345-4BMW  for  the  name  of  vour  nearest  authorized  dealer. 


38.  THE  BERETTA  GALLERY  Exclusive  selection  of  world  s  finest 
sport  clodiing,  field  wear,  accessories,  footwear,  hats,  country 
shirts  and  pants,  giftware,  and  premium-grade  sporting  arms 
Free  catalog. 

39.  BLOOMINGDALE'S  -  fhc  Men's  Store:  At  His  Service-Our  com- 
phmentarv  shopping  service  for  gendemen.  Please  call  Paul  Buckler 
at  (212)  705-3030  in  NY  or  (312)  140-4520  in  Chicago. 
www.bloomingdales.com. 

40.  BROILMASTER  offers  a  complete  fine  of  premium  gas  grills  The 
D3CP  was  selected  as  a  Consumer  Digest  "  Best  Buy  "  Broilma.ster  - 
The  most  durable  grill  known  to  man.  1-800-255-0403. 

41.  ROLLS-ROYCE  MOTOR  CARS  Additional  infonnation  on 
purchasing  or  leasing  Rolls-Royce  or  Bendey  Motor  Cars. 


42.  THE  MEN'S  STORE  AT  SAKS  FIFTH  AVENUE  Visit  die  Men' 
at  Saks  Fifth  Avenue  and  discover  the  best  collections  from  foi 
American  and  European  designers  for  every  occasion  —  fronJ 
day  to  weekend.  Visit  www.dreamshop  com/  saks  fifthavenue. 


SPORTS/EXERCISE 


43.  COBRA  GOLF,  INC.  Makers  of  the  new  Kmg  Cobra  Ti  01 
woods  and  King  Cobra  11  irons.  Call  1 -888-4KCTF.ST. 

44.  TAYLOR  MADE  GOLF  COMPANY  Introducing  the  Ti  Bubbl. 
from  Taylor  Made.  Widi  a  new  titanium  head  design  and  new  I 
shaft  technology,  it  s  the  longest,  most  consistent  driver  we"ve 
made,  www.taylormadegoff  com. 

45.  TROTTER  treadnulls  are  considered  the  best  on  the  markj 
They  dehver  a  smoodi,  quiet,  comfortable  workout  and  the  m( 
efficient  caloric  bum  you  can  get.  1  -800-TROTTER. 


46.  AIR  TRAVEL  CARD  Estabhshed  in  1936,  die  Air  Travel  Caii 
the  airhnes"  corporate  payment  system,  providing  superior  1 
and  management  information  to  over  1 00,000  companies  worl 

47.  BERMUDA  DEPARTMENT  OF  TOURISM  For  free  Bermud^ 
information  by  phone  or  fax,  dial  1-800-226-6106. 

48.  BRrnSH  TOURIST  AUTHORITY  Jewels  of  Britain  an  exi 
collection  of  hotels/restaurants  in  England,  Scodand,  and  Walj 
offering  die  ultimate  British  vacation.  Call  1-800-839-6521  fot 
free  brochure. 

49.  THE  CLOISTER,  SEA  ISLAND,  GEORGIA  A  MobU  Five-Star 
offers  five  utiles  of  beach,  full-service  spa,  championship  { 
learning  center,  tennis,  horseback  riding,  and  dancing.  Full  Ami 
Plan.  1-800-SEA-lSLAND. 

50.  CRYSTAL  CRUISES  Experience  gracious,  attentive  service  J 
die  ultimate  in  worldwide  lu.xury  cmising  aboard  die  Six-Star ' 
Harmonv  and  Crystal  Symphony.  For  a  complimentary  brochu 

1-800-820-6663. 

5 1 .  THE  IMPERIAL  HOTEL,  TOKYO,  JAPAN  One  of  die  Orient! 
legendary  grand  hotels,  die  glamorous  Imperial  boasts  sophistj 
tailored  service,  award-winning  restaurants  and  distinguishedj 
accommodations,  in  die  very  heart  of  Tokyo. 

52.  L\  COSTA  RESORT  AND  SPA  The  legendary  "total  resort  "  li 
in  the  heart  of  Southern  California  feamres  die  best  the  world  I 
to  offer  in  championship  golf,  world-class  tennis  and  luxurioU 
For  detads  call  1-800-854-5000. 

53.  SCOTTISH  TOURIST  BOARD  Send  for  the  Scottish  Tourist  j 
Board"s  free,  88-page,  hill-color  Scodand  Vacation  Planner  p^ 
with  information  on  attractions,  events,  itineraries,  accommotj 
and  more.  Call  1 -800-8 14-SCOT. 

54.  SHUTTERS  ON  THE  BEACH  Come  to  die  only  lu.\ury  hotel  j 
Angeles  right  on  die  beach.  Please  call  or  send  for  a  comptim^ 
brochure.  1-800-334-9000. 

55.  THE  VILLAS  OF  GRAND  CYPRESS  Peaceftil,  private,  and  p( 
goff  getaway.  Luxurious  and  spacious  accommodations  widi  4' 
boles  of  Jack  Nicklaus  designed  goff,  renowned  goff  .Academy, 
horseback  riding,  tennis.  Minutes  from  Orlando  area  attractio 
wwvv  grandcypress  com  or  1-800-835-7377, 

56.  VIRGIN  ATLANTIC  AIRWAYS  Award-winning,  non-stop  sett 
to  London  from  New  York  (JFK  and  Newark),  Boston,  San  Frail 
Los  Angeles.  Miami,  Orlando,  Washington  D  C,  (Dulles)  and  MiW 
(via  Midwest  Express),  For  more  uiformation  or  reservations,: 
your  travel  agent  or  1-800-862-8621, 


CATALOG  CONNECTION 


57.  BEN  SILVER  Featiiring  classic  sdk  handmade  neckties,  shij 
blazers;  Ben  Sdver  is  known  as  die  source  for  traditional  men'! 
CaU  1-800-221-4671, 

58.  BOOKS  ON  TAPE*  Best  seUers  on  cassette  Worid  s  largest 
selection  All  ftiU-lengdi,  Call  for  free  color  brochure,  1-800-626 

59.  DESANTIS  COLLECTION  offenng  an  array  of  fine,  100% 
Itahan  sdk  neckwear  and  gendemen's  accessories.  Request  ya 
comphmentary  catalog  at  1-800-501-8437. 

60.  PAUL  FREDRICK  MENSTVIE.  Fine  men  s  dress  shirts.  Italii 
neckties  and  accessories  diat  offer  quahty  plus  affordable  stylt 
your  free  catalog  caU  1-800-247-1417. 

61.  RECORDED  BOOKS  Complete  and  unabridged  audio  boot 
CaU  1-800-638-1304. 

62.  SHOWCASE  MODEL  CO.  offers  more  dian  400  unique  hand 
aviation  rephcas,  shown  in  our  current  catalog.  CaU  1-800-441 
for  a  free  catalog 

63.  TENNIS  TUTOR  Portable  baU  machine  is  used  by  pros  at  tj 
traimng  center.  1-800-448-8867. 

May  5,  1997  reader  service  offer  expires  September  5, 1997 


'fease  Send  in  Volf  R.S^^P.  Card  Today,  or  CaU  Toll  Free:  1-800-463-6903,  or  Fax  Your  Completed  Card  to  Us  at:  1-312-922-3165 
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TO  ORDERYOUR  FREE  CATALOG  ! 

1-800-247^417 

www.menstyle.com  • 


EGORDED    Cheat  At  Tennis 


"The  best  on  audiocassette" 


The  Notebook 

by  Nicholas  Sparks 

More  than  1,800  unabridged  tides 
available — best-sellers,  mysteries, 
suspense,  histories  and  more 
Ask  about  our  easy  rentals 
by  mail. 

For  a  free  color  brochure  call: 

1-800-638-1304 


t  TENNIS 

^  TUTOR 


Your  Very  Own 
Portable  Tennis 
Ball  Machine 

Practice  Like 
the  Pros  ! 

1-800-448-8867 

for  FREE  brochure 


Catalog  Connection 

Here's  a  special  selection  of 

catalogs  for  your  buying 
pleasure.  To  receive  any  one 
of  them,  simply  return  the 
post-paid  card  or  circle  the 
catalogs  you  want  and  fax  this 
page  to  us  at  312-922-3165. 

For  Information  on  advertising 
In  the  September  Forbes  FY!  Catalog 
Section,  call  Linda  Loren  at  212-260-0620 
or  fax  212-260-8183. 


Striped  neckties  are  getting  harder  to 
find.  However,  at  Ben  Silver  we  have 
expanded  our  collection  of  extraordinary 
and  authentically  striped  pure  English 
silk  handmade  neckties  to  provide  the 
finest  as  well  as  the  largest  selection.  A  92 
page  color  catalog  features  the  best  of  our 
collection. 

Ben  Silver: 

CHARUiTON  LONDON 

1  -800-22 1  -467 1  http://bensilver.com 


SHOPPING 
SIMPLIFIED 

DisroMT  tlU' 

luxuiy  of  fine 
100%'ltalian 
silk  neckwear 
&  accessories. 
Select  from 
surprisingly 
affordable 
woven,  satin-silk 
and  print  styles, 
conveniently 
delivered 
to  your  door. 


1-800 
501-8437 


BOOKS 
NTAPE 


WoMs  Largest  Selection™  <^ 


SPECIAL 

INTRODUCTORY 

OFFER 

1-800-626-3333 


1.  Listen  to  books  you  haven't  had  time  to 
read.  More  than  3,500  current  and  classic 
best  sellers  on  cassette.  AH  fiall-lc.ngth. 
Absolute  satisfaction  guaranteed.  Call  for 
color  brochure.  1-800-626-3333.  FREE. 
http://booksontape.com 


itlAn  nn  thA  navt  FVi  Tatalntf  Hnnnprtinn  rail  I  inria  Lnrpn  at  212-260-0620  nr  fax  at  212-260-81 


SELECTION 


(As  of  press  time,  all  items  were  available;  however, 
FYI  can't  guarantee  that  they  will  be  if  all 
of  you  order  the  same  thing  at  the  same  time.) 


THE  CREAM  OF  THE  MAIL-ORDER  CATALOGUE! 


What's  that  thundering 

noise  coming  from  our  mailbox?  It  must  be  the  buffalo 
steaks  we  ordered  from  this  sizzling  summer  selection. 


Let  'e?n  know  who's  paying  for  the  steaks 
li'ith  a  Texas-wrought  branding  iron  and 
'wider.  Specify  initials.  (¥Y\  is  taken.) 

Items  #35B  (Iron)  #35C  (holder)  $18  &  $42 

Horchow  (K297)  800-456-7000 

For  the  struggling  scout,  sailor  or 
Houdini,  the  Klutz  Book  Of  Knots  comes 
•with  its  own  cords.  Now  if  we  can  just 
•wriggle  out  of  this  Truckers  Hitch.  ($11) 
Klutz   800-558-8944 

A  CEO  we  know  starts  each  day  by 
running  something  up  his  very  own  flag- 
pole. This  20-foot-tall  aluminum  pole  with 
mounting  hardware  should  work  for  you. 

litem  #10G44L  '.....$150 

Preferred  Living  800-543-8633 

Vintage  Heirloom  plants  are  "hot,  hot, 
hot"  this  season.  Burpee  has  Giant 
Musselburgh  leeks.  Empress  of  India  nas- 
turtiums... and  many  more.  Seeds,  $2-$  10; 
48  starter  plants,  $30. 
Burpee  800-888-1447 

Imagine  what  well-adjusted  children 
these  durable  Firechief  Play  Systems  must 
turn  out.  This  one  has  a  covered  tree  house, 
climbing  gym,  adjustable  slides,  and  more. 

is  pictured  (plus  shipping)  $1,798 

Childlife  800-467-9464 

Li' I  Woofer  hasn't  been  the  same  since 
we  got  him  a  No-Bark  Collar.  Gentle  elec- 
tronic corrections  even  control  howling. 

Item  #SV101  $90 

Sharper  Image  800-344-4444 


Q  Multi-functional,  solid  steel  Pro  II 
workbench  has  vice,  utility  arms  and  four 
square  feet  of  work  suface.  Endorsed  by 
"Big  Daddy"  Don  Garlits.  ($500) 
fldamstand  800-498-2663 

You'll  be  the  talk  of  the  cigar  bar  with 
this  sleek  Silver  Streak  torch:  2,500-degree, 
blue-hot  fame  can  bend  a  brandy  snifter. 

Item  #PT5000   $30 

The  Edge  Co  800-732-9976 

Just  think  of  the  sutnmer  you'll  have 
lolling  in  these  comfy  Classic  Steamers  with 
removable footrests.  (Cushion  separate.) 

Item  #4002  $695 

Gardenside,  Ltd  415-455-4500 

These  dazzling,  10-ounce,  Hungarian 
crystal  Double  Old  Fashioned  glasses  should 
ft  in  any  summer  color  scheme. 

Item  #111  $185/four 

Horchow  (H197)  800-456-7000 

Having  trouble  passing  time  by  the  pool? 
This  History  Of  Music  Of  The  Western 
\^or\d,  featuring  the  wisdom  of  11  "musi- 
cal authorities, "  should  help. 

Item  #51512  (8  hours/cassettes)  $40 

Item  #41043  (11  hours/CDs)  $100 

Signals  800-556-5714 

^  Get  a  taste  of  the  really  ol'  West  with 
USDA-inspected  buffalo  steaks.  Picnic 
Basket  Banquet  includes  2  filets  mignon,  2 
ribeyes,  4  burgers,  4  "BuJjDogs"  and  spue. 

Item  #6168/IL0103  $85 

Denver  Buffalo  Co  800-289-2833 
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.     The  beloved  children's  author 
^■""/-'I'f^ated  the  charming  Peter 
Kabbit  stones  and  drawings  regu- 
:  larly  slaughtered,  boiled  and  dis- 
■  '>ected  bunnies  she  caught  in  her 
yard,  new  documents  reveal 
Wnter  Beatrix  Potter  also  cap- 
ured  foxes  and  frogs,  knocked 
hem  out  with  chloroform  and  cut 
tMem  open  with  a  scalpel 

The  dark  side  of  the  woman  who 
created  such  gentle  animal  char- 
acters as  Squirrel  Nutkin,  Mr 
lod  and  Jeremy  Fisher  is  re- 
'         V      :  ^^ealed  m  a  series  of  Potter's  unre- 
[  '  /      ".v--*:  'eased  journals  that  will  be  sold 

;    .  uj,„ '''"^^1^'^  Manhattan  auction 

,        --/j  house  on  April  16. 

prosecutors  m  On- 
cinnati  dropped  he 
iavwalking  charge 
Smst  a  bUnd  man 

those  t^i^^^'"^,!^^ 
broken  when 


Mier  cottvp\a^"^^;,boVc  apoVog^^*^ 
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\  woman  in  Wisconsin  says 
her  psychiatrist  hypnotized  her 
and  told  her  she  had  120  differ- 
ent personaUties  —  then  billed 
her  insurance  company  for  the 
cost  of  group  therapy 


hit  by 
month 
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A  Uiiiied  Steiorw  spokesman  in 
Sajajcvo  <lisdos«d  in  November  a 
r«ceni  manral  quarrel  that  escalated 
out  of  ctjruroi  ^in  classic  Bosnian 
style  axjd  rx^lected  the  war-saturated 
quality  of  life.  Daring  an  argumeni 
the  wife  of  Pero  Toijij  fled  to  a  neigh- 
boc'a  home,  but  Toljij  chased  her 
with  a  bazooka  he  happened  to  have 
on  hand,  ftrd  af  her,  inissed  and  hii 
^  cote's  own  house.  He  was 


.  •  jj  5"'.  mmB^-"'  first  a 

^hal  couW  7„„.,er  who 
^'^'j'foVo'bHe  will 

m^d"  T  tt  matenal.  They 
^^rtlTwliq.-ho.seshoes 

who°«ns  the 
England,  wnu  _ 
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MISSOULA  (AP)  -  A  federal 
court  jury  took  ju.st  four  hours  to  tc'^^^^^i 
-nv^l  a  Ronan  woman  of  volun-  fc J^^vt^V 

death  of  her  companion  last  Apnl 
m  a  Browning  mote!  foliowine  - 

conference  on  alternatives!.,   ,  ' 

lence, 

I J I    Ill  I 
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Th8  F650  ST  is  $7,490  and  the  best  way  to  get  around  the  city. To  find  out  why,  see  your  retailer  for  a 
test  ride.  For  more  information,  please  call  1-800-345-4BMW,  or  contact  http://www.bmwusa.com 


